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State of New York
Office of the State Comptroller

Division of Local Government
and School Accountability
 
December 2017

Dear	Town	Officials:

A	 top	priority	of	 the	Office	of	 the	State	Comptroller	 is	 to	help	 local	government	officials	manage	
government	 resources	 efficiently	 and	 effectively	 and,	 by	 so	 doing,	 provide	 accountability	 for	 tax	
dollars	spent	to	support	government	operations.	The	Comptroller	oversees	the	fiscal	affairs	of	local	
governments	statewide,	as	well	as	compliance	with	relevant	statutes	and	observance	of	good	business	
practices.	This	fiscal	oversight	is	accomplished,	in	part,	through	our	audits,	which	identify	opportunities	
for	improving	operations	and	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	Avoca,	entitled	Financial	Management	and	Town	
Clerk	Operations.	This	audit	was	conducted	pursuant	to	Article	V,	Section	1	of	the	State	Constitution	
and	the	State	Comptroller’s	authority	as	set	forth	in	Article	3	of	the	New	York	State	General	Municipal	
Law.

This	 audit’s	 results	 and	 recommendations	 are	 resources	 for	 local	 government	 officials	 to	 use	 in	
effectively managing operations and in meeting the expectations of their constituents. If you have 
questions	about	this	report,	please	feel	free	to	contact	the	local	regional	office	for	your	county,	as	listed	
at the end of this report.

Respectfully	submitted,

Office of the State Comptroller
Division of Local Government
and School Accountability

State of New York
Office of the State Comptroller
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Office of the State Comptroller
State of New York

EXECUTIVE SUMMARY

The	Town	of	Avoca	(Town)	 is	 located	 in	Steuben	County.	The	Town	Board	(Board)	 is	 responsible	
for	 the	 general	 management	 and	 control	 of	 the	 Town’s	 financial	 affairs.	 The	 Town	 Supervisor	
(Supervisor)	is	the	chief	executive	and	chief	fiscal	officer	of	the	Town	and	is	responsible	for	receiving,	
disbursing	and	maintaining	custody	of	Town	money,	maintaining	the	accounting	records	and	providing	
financial	reports	to	the	Board.	The	Supervisor	employs	a	bookkeeper	to	assist	with	these	duties.	The	
bookkeeper	also	serves	as	the	Town’s	budget	officer.	The	Town's	2017	budgeted	appropriations	totaled	
approximately	$1.3	million,	funded	primarily	with	real	property	taxes,	State	aid,	sales	tax	and	justice	
court	revenues.	Town-wide	(TW)	funds	encompass	the	entire	Town,	including	the	Village	of	Avoca	
(Village).	Town-outside-village	(TOV)	funds	encompass	only	the	portion	of	the	Town	that	lies	outside	
of	the	Village.
 
The	elected	Town	Clerk	(Clerk)	also	serves	as	the	Town’s	Tax	Collector.	As	Clerk,	she	is	responsible	
for	collecting,	 recording	and	depositing	 fees	 for	conservation,	dog,	games	of	chance	and	marriage	
licenses,	 refuse	 tickets,	 fees	 for	 certified	 copies,	 cemetery	 lot	 sales	 and	 building	 permit	 fees	 and	
remitting	this	money	to	the	appropriate	entities,	including	the	Supervisor.	The	Clerk	collected	cash	
receipts	of	about	$22,600	during	our	scope	period.	As	the	Tax	Collector,	the	Clerk	is	authorized	and	
directed	by	the	tax	warrant	to	collect	the	taxes	on	the	tax	roll,	impose	penalties	on	late	payments,	and	
is	responsible	for	accurately	recording,	depositing	and	remitting	paid	property	taxes	to	the	Supervisor	
and Steuben County in a timely manner. Tax receipts totaled about $1.3 million in both 2016 and 2017.

Scope and Objectives

The	objectives	of	our	audit	were	to	review	the	Board’s	financial	management	and	evaluate	the	operations	
and	financial	practice	of	the	Clerk’s	office	for	the	period	January	1,	2016	through	May	19,	2017.	We	
extended	our	scope	back	to	January	1,	2014	to	review	budget	and	fund	balance	trends	and	back	to	
January	2013	to	review	sales	tax	allocations.	Our	audit	addressed	the	following	related	questions:

•	 Did	the	Board	and	Town	officials	adequately	manage	the	Town’s	financial	condition?

•	 Did	the	Clerk	deposit,	disburse	and	report	all	money	collected	in	a	timely	and	accurate	manner?

Audit Results

Conservative budgeting practices have contributed to substantial fund balance levels and the Town 
has	 accumulated	 excessive	 fund	 balances	 in	 both	 the	 TW	 and	 TOV	 general	 and	 highway	 funds.	
Although	the	Board	appropriated	portions	of	the	accumulated	fund	balance	as	a	financing	source	in	
the	following	year’s	budget,	because	of	operating	surpluses	and	accounting	errors,	the	Town	has	not	
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1	 In	the	same	amount	and	form	(cash	or	check)	in	which	they	were	received.

used	appropriated	fund	balance	as	an	actual	financing	source.	In	addition,	the	Board	has	not	adopted	a	
multiyear	financial	plan	to	aid	in	the	appropriate	use	and	reduction	of	the	Town’s	excess	fund	balance.

The bookkeeper inappropriately allocated sales tax revenue and debt payments for building renovations 
were	improperly	accounted	for,	resulting	in	inaccurate	accounting	records	which	severely	diminished	
the	 Board’s	 ability	 to	 provide	 appropriate	 fiscal	 oversight.	 Further,	 these	 inappropriate	 activities	
allowed	 taxpayer	 inequities	 to	 occur.	Lastly,	 the	Board	 has	 not	 performed	or	 secured	 an	 adequate	
annual	audit	of	 the	books	and	records	of	Town	officials	and	employees	who	received	or	disbursed	
money. 

The	Clerk’s	receipts	and	tax	collections	were	not	adequately	safeguarded,	increasing	the	risk	of	fraud	
and theft. The Clerk did not maintain a cash book to chronologically record all individual receipts on 
a daily basis and deposit all cash receipts intact1	or	in	a	timely	manner.	Additionally,	the	Clerk	did	not	
remit	taxes	timely.	Furthermore,	the	Clerk	did	not	conduct	a	monthly	accountability	of	cash	with	the	
amount in the bank and related liabilities. The Board was unaware of these inappropriate practices 
because they did not conduct an annual audit of the records of the Clerk. 

Comments of Local Officials

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

Introduction

Objectives

The	Town	of	Avoca	(Town)	is	located	in	Steuben	County	(County)	
and	has	a	population	of	 about	2,250.	The	Town	provides	a	variety	
of	 services	 to	 its	 residents,	 including	 street	 maintenance	 and	
improvements,	snow	removal,	street	lighting,	fire	protection	services,	
justice	court	 services	and	general	government	support.	The	Town's	
2017	 budgeted	 appropriations	 totaled	 approximately	 $1.3	 million,	
funded	 primarily	with	 real	 property	 taxes,	 State	 aid,	 sales	 tax	 and	
justice	court	revenues.	Town-wide	(TW)	funds	encompass	the	entire	
Town,	including	the	Village	of	Avoca	(Village).	Town-outside-village	
(TOV)	funds	encompass	only	the	portion	of	the	Town	that	lies	outside	
of	the	Village.	

The	Town	is	governed	by	an	elected	five-member	Town	Board	(Board)	
comprising	 the	 Town	 Supervisor	 (Supervisor)	 and	 four	 members.	
The Board is responsible for the general management and control 
of	the	Town’s	financial	affairs.	The	Supervisor	is	the	chief	executive	
and	chief	fiscal	officer	of	the	Town	and	is	responsible	for	receiving,	
disbursing	and	maintaining	custody	of	Town	money,	maintaining	the	
accounting	records	and	providing	financial	reports	to	the	Board.	The	
Supervisor employs a bookkeeper to assist with these duties. The 
bookkeeper	also	serves	as	the	Town’s	budget	officer.
 
The	 elected	 Town	 Clerk	 (Clerk),	 also	 serves	 as	 the	 Town’s	 Tax	
Collector.	As	Clerk,	she	is	responsible	for	collecting,	recording	and	
depositing	fees	for	conservation,	dog,	games	of	chance	and	marriage	
licenses,	 refuse	 tickets,	 fees	 for	certified	copies,	 cemetery	 lot	 sales	
and building permit fees and remitting this money to the appropriate 
entities,	including	the	Supervisor.	The	Clerk	collected	cash	receipts	
of	about	$22,600	during	our	scope	period.	As	the	Tax	Collector,	the	
Clerk	is	authorized	and	directed	by	the	tax	warrant	to	collect	the	taxes	
on	the	tax	roll,	impose	penalties	on	late	payments,	and	is	responsible	
for	 accurately	 recording,	 depositing	 and	 remitting	 paid	 property	
taxes	to	the	Supervisor	and	County	in	a	timely	manner.	As	the	Tax	
Collector,	the	Clerk	collected	tax	receipts	totaling	about	$1.3	million	
in both 2016 and 2017.

The	 objectives	 of	 our	 audit	 were	 to	 review	 the	 Board’s	 financial	
management	and	evaluate	the	operations	and	financial	practice	of	the	
Clerk’s	office.	Our	audit	addressed	the	following	related	questions:

•	 Did	 the	 Board	 and	 Town	 officials	 adequately	 manage	 the	
Town’s	financial	condition?
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Scope and Methodology

Comments of Local Officials 
and Corrective Action

•	 Did	the	Clerk	deposit,	disburse	and	report	all	money	collected	
in	a	timely	and	accurate	manner?

We	examined	the	Town’s	fiscal	operations	for	the	period	January	1,	
2016	through	May	19,	2017.	We	extended	our	scope	back	to	January	
1,	2014	to	review	budget	and	fund	balance	trends	and	back	to	January	
2013 to review sales tax allocations.

We	 conducted	 our	 audit	 in	 accordance	 with	 generally	 accepted	
government	auditing	standards	(GAGAS).	More	information	on	such	
standards and the methodology used in performing this audit are 
included	in	Appendix	C	of	this	report.	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.

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

The	 Board	 has	 the	 responsibility	 to	 initiate	 corrective	 action.	 A	
written	corrective	action	plan	(CAP)	that	addresses	the	findings	and	
recommendations in this report should be prepared and forwarded to 
our	office	within	90	days,	pursuant	to	Section	35	of	General	Municipal	
Law.	For	more	information	on	preparing	and	filing	your	CAP,	please	
refer	to	our	brochure,	Responding to an OSC Audit Report,	which	you	
received	with	the	draft	audit	report.	We	encourage	the	Board	to	make	
this	plan	available	for	public	review	in	the	Clerk’s	office.
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Financial Management

The	 Board	 is	 responsible	 for	 the	 Town’s	 financial	 oversight.	 This	
responsibility requires the Board to adopt structurally balanced 
budgets	for	all	operating	funds	that	provide	for	sufficient	revenues	to	
finance	recurring	expenditures	while	providing	desired	services	on	a	
continuing	basis.	In	addition,	Town	officials	should	develop	detailed	
multiyear	financial	and	capital	plans	to	identify	developing	revenue	
and	 expenditure	 trends,	 address	 reserve	 funds	 and	 capital	 assets,	
set	long-term	priorities	and	goals,	consider	the	impact	of	near-term	
budgeting	decisions	on	future	fiscal	years	and	avoid	large	fluctuations	
in	 tax	 rates.	 Lastly,	 the	 Board	must	 annually	 audit	 the	 books	 and	
records	of	those	officers	and	employees	that	receive	or	disburse	Town	
funds. 

The	Board	 could	 improve	 its	management	 of	 the	Town’s	 financial	
condition. Conservative budgeting practices have contributed to 
substantial	operating	surpluses.	Therefore,	the	Town	has	accumulated	
excessive	fund	balances	in	both	the	TW	and	TOV	general	and	highway	
funds.	Although	the	Board	appropriated2 portions of the accumulated 
fund	balance	 as	 a	financing	 source	 in	 the	 following	year’s	 budget,	
because	of	operating	surpluses	and	accounting	errors,	the	Town	has	
not	used	appropriated	fund	balance	as	an	actual	financing	source.	

The	bookkeeper,	as	Budget	Officer,	inappropriately	allocated	sales	tax	
revenue,	 resulting	 in	 taxpayer	 inequities	and	 inaccurate	accounting	
records	 which	 severely	 diminished	 the	 Board’s	 ability	 to	 provide	
appropriate	fiscal	oversight.	In	addition,	the	Board	has	not	adopted	a	
multiyear	financial	plan	to	aid	in	the	appropriate	use	and	reduction	of	
the	Town’s	excess	fund	balance.	Further,	the	Board	has	not	performed	
or secured an adequate annual audit of the books and records of Town 
officials	and	employees	who	received	or	disbursed	money.	

In	 preparing	 the	 budget,	 it	 is	 important	 for	 the	 Board	 to	 develop	
realistic	revenue	and	expenditure	estimates,	along	with	an	estimate	
of	available	fund	balance	at	fiscal	year-end.	Fund	balance	represents	
surplus	 funds	 that	 have	 accumulated	 from	 prior	 fiscal	 years.	 The	
Town may retain a reasonable level of unexpended surplus funds to 
provide	cash	flow	and	as	a	financial	cushion	in	the	event	of	unforeseen	
financial	events.	

2 Town	officials	may	designate	a	portion	of	fund	balance	to	help	finance	the	next	
year’s	budget	(i.e.,	appropriated	fund	balance).

Budgeting and Fund 
Balance
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Town	officials	can	also	legally	set	aside	fund	balance	to	finance	all	
or part of future capital outlays and other allowable purposes and 
may	designate	a	portion	of	fund	balance	in	each	fund	as	a	financing	
source	 for	 the	 next	 year’s	 budget	 or	 to	 be	 retained	 for	 future	 use.	
This is an acceptable and reasonable budget practice when the Town 
has accumulated an adequate level of unrestricted fund balance. 
Conversely,	 it	 is	not	a	sound	practice	 to	 routinely	appropriate	 fund	
balance	that	will	not	actually	be	needed,	due	to	budgetary	surpluses	
built in to revenue and expenditure estimates. This practice misleads 
residents	and	further	increases,	instead	of	decreasing,	fund	balance,	
and causes excessive tax levies. 

Although	 the	 Board’s	 adopted	 budget	 appropriated	 fund	 balance	
each	year	to	finance	appropriations,	overly	conservative	revenue	and	
expenditure estimates resulted in operating surpluses or smaller than 
planned	 deficits.	As	 a	 result,	 the	Town	 has	 accumulated	 excessive	
fund	balances	in	both	the	TW	and	TOV	general	and	highway	funds.	

Figure 1: TW and TOV Financial Activitya

TW General and Highway Funds TOV General and Highway Funds

2014 2015b 2016 2014 2015 2016

Beginning Fund Balance  $677,035 $751,095 $670,329 $76,630 $101,598 $145,951 

Operating Surplus (Deficit)b $74,060 ($80,766) ($34,969) $24,968 $44,353 $42,018 

Ending Fund Balance $751,095 $670,329 $635,360 $101,598 $145,951 $187,969 

Less Appropriated Fund Balance $225,000 $205,250 $203,000 $0 $14,500 $35,000 

Unrestricted Ending Fund Balance $526,095 $465,079 $432,360 $101,598 $131,451 $152,969 

Ensuing Year’s Budgeted 
Appropriations $954,488 $934,288 $938,930 $328,960 $365,155 $382,295 

Unrestricted Fund Balance as 
a percentage of Ensuing Year's 
Budgeted Appropriations

55% 50% 46% 31% 36% 40%

a The TW general and highway funds and the TOV general and highway funds have the same tax bases, and can be considered on a combined basis to assess 
financial condition.

b We restated the operating deficit to take out the purchasing of capital assets with BOND proceeds that should have been  accounted for in a capital projects 
fund.

This occurred because the Board does not have a written fund 
balance policy that addresses reasonable levels of fund balance to 
be	maintained,	establishment	of	 reserves	or	how	to	manage	annual	
operating	 surpluses	 when	 they	 occur.	 The	 Board’s	 practice	 of	
appropriating	fund	balance	totaling	approximately	$410,000	that	was	
not	needed	to	finance	operations	was,	in	effect,	an	understatement	of	
unrestricted fund balance. 

The	purpose	for	maintaining	separate	TW	and	TOV	funds	is	to	account	
for	transactions	which	are	required,	by	law,	to	be	included	in	those	

Taxpayer Equity
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respective	funds	in	order	to	achieve	taxpayer	equity.	Accordingly,	the	
Board	and	budget	officer	must	budget	and	account	for	transactions	in	
the	correct	 fund,	 in	accordance	with	generally	accepted	accounting	
principles	 and	 statutes	 requiring	 the	 segregation	 of	 TW	 and	 TOV	
resources.	This	ensures	that	all	taxpayers	are	treated	equitably,	have	
the	benefit	of	all	resources	due	them	and	pay	only	those	real	property	
taxes required of them.

Sales	tax	revenues	of	almost	$160,000	were	improperly	allocated	and	
debt payments for building renovations were not accounted for in the 
proper	 fund.	Therefore,	Town	 residents	were	not	 treated	 equitably.	
Furthermore,	these	actions	have	resulted	in	an	inaccurate	depiction	of	
the	actual	financial	condition	of	general	and	highway	operating	funds.	
As	a	result	of	these	errors,	TOV	residents	inappropriately	subsidized	
TW	operations.

Sales Tax	–	New	York	State	Tax	Law	authorizes	counties	to	voluntarily	
share	sales	and	use	tax	revenues	with	certain	local	governments.	When	
counties	distribute	sales	and	use	tax	revenues,	the	local	governments	
must	appropriately	budget	and	account	for	those	revenues.		When	a	
town and a village within the town both receive sales tax revenue from 
the	county,	the	town	must	budget	and	record	the	sales	tax	revenue	in	
the	TOV	funds,	unless	real	property	taxes	in	those	funds	have	been	
reduced	 to	zero.	 If	 any	sales	 tax	 revenues	 remain	after	eliminating	
TOV	property	 taxes,	 the	Board	may	apply	 the	remainder	 to	reduce	
general	TW	taxes.

Both	the	Town	and	the	Village	receive	sales	and	use	tax	distributions	
from	 the	 County,	 while	 the	 Town	 continues	 to	 raise	 real	 property	
taxes	 in	 the	 area	 outside	 the	 Village.	 As	 a	 result	 the	 Town	 has	
inappropriately	allocated	$160,000	in	sales	tax	revenues	to	the	TW	
general	fund	between	2013	and	2016,	with	an	additional	$10,000	being	
inappropriately	allocated	in	the	2017	budget.	The	Town’s	method	of	
allocating	 sales	 and	 use	 taxes	was	 not	 in	 compliance	with	 statute,	
inequities have occurred between the two tax bases with taxpayers in 
the	TOV	paying	more	in	real	property	taxes	than	was	required.

In	 effect,	 Town	 residents	 living	 in	 the	 Village	 have	 received	 the	
benefit	of	sales	and	use	tax	revenues	twice	(from	the	Village	as	well	
as	the	Town)	and	the	taxpayers	in	the	TOV	have	had	to	pay	additional	
taxes.	The	benefit	should	have	been	received	by	only	those	taxpayers	
residing	outside	 the	Village	because	 their	Town	property	 taxes	had	
not	been	reduced	to	zero.	As	a	result,	the	TW	general	fund	and	the	
TOV	funds	financial	positions	are	misstated.
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Building Renovation Debt Service	–	Generally,	expenditures	must	be	
budgeted	in	the	TW	fund	unless	statute	requires	or	permits	them	to	
be	accounted	for	in	the	TOV	fund.	New	York	State	Town	Law	(Town	
Law)	requires	the	cost	of	maintaining	a	town	hall	building	used	for	the	
offices	of	town	officials	to	be	raised	on	a	town-wide	basis.	Therefore	
any debt payments resulting from debt issued for improvements 
should	 also	 be	 charged	 to	 the	TW	general	 fund.	 Further,	 revenues	
from	the	Village	to	pay	their	portion	of	the	debt	should	be	accounted	
for	in	the	TW	general	fund	and	the	annual	budget	should	include	this	
estimated	revenue	in	the	TW	general	fund.	In	the	case	of	a	municipal	
building,	the	whole	area	of	the	town	is	benefited	and	receives	services	
from	the	building.	Therefore,	the	entire	town,	not	just	the	area	outside	
of	the	village,	is	benefited	and	receives	services	from	this	building	for	
Town purposes.

The	Town	and	the	Village	both	own	and	occupy	the	building	the	Town	
and	Village	offices	are	located	in	per	a	written	purchase	contract.	The	
Town	and	the	Village	entered	a	second	written	agreement	on	July	9,	
2015 for building renovations. The contract established that the Town 
would be responsible for 60 percent of the renovation costs and the 
Village	would	be	responsible	for	40	percent.	This	split	was	based	on	
the	prior	practice	of	 the	Town	and	Village	to	split	general	building	
maintenance	costs	in	this	manner.	However,	the	Town	and	Village	do	
not have a formal written agreement documenting this arrangement 
for maintenance costs. 

The	 written	 agreement	 for	 building	 renovations	 specified	 that	 the	
Town	would	pay	for	 its	portion	of	 the	renovation	costs	using	TOV	
funds,	which	contradicts	Town	Law.	As	a	 result,	$30,950	has	been	
inappropriately	budgeted	for	in	the	TOV	fund	instead	of	the	TW	fund	
in 2017.

The combination of conservative budgeting practices and accounting 
errors	 has	 resulted	 in	 inaccurate	 budgets,	 accounting	 records	 and	
financial	reports	that	misstate	the	true	financial	position	of	the	Town.	
Thus	the	Board’s	ability	to	effectively	manage	Town	operations	and	
monitor	its	financial	condition	was	limited.

In	addition,	by	not	using	excess	fund	balance	as	a	resource	to	fund	
operations	and	improperly	allocating	sales	 tax,	Town	officials	have	
levied higher property taxes than necessary.
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Figure 2 – Adjusted Unused Fund Balance
TW General and Highway Funds TOV General and Highway Funds

2014 2015 2016 2014 2015 2016

Unrestricted Ending Fund Balance $526,095 $465,079 $432,360 $101,598 $131,451 $152,969

Adjustment for Sales Tax Corrections ($90,216)a ($21,999) ($47,750) $90,216 $21,999 $47,750

Add: Appropriated Fund Balance Not 
Used To Fund Ensuing Year’s Budget $225,000 $170,281 N/A $0 $14,500 N/A

Total Recalculated Unrestricted Fund 
Balance $660,879 $613,361 $384,610 $196,814 $167,950 $200,719

Ensuing Year’s Budgeted 
Appropriations $954,488 $934,288 $938,930 $328,960 $365,155 $382,295

Unrestricted Funds as a percentage 
of Ensuing Year's Budgeted 
Appropriations

69% 66% 41% 58% 46% 53%

a 2014 amount includes sales taxes inappropriately allocated from both 2013 and 2014.

At	the	end	of	2016,	the	TW	and	TOV	unrestricted	fund	balances	were	
approximately	50	percent	of	the	ensuing	year’s	budget	appropriations.	
Since the Board-adopted 2017 budget continued the same conservative 
budgeting	practices,	fund	balances	will	likely	continue	to	grow.

The	 Board	 and	 Town	 officials	 failed	 to	 comply	 with	 statutory	
requirements when allocating sales tax and making debt payments for 
the	Town	hall’s	building	renovations,	resulting	in	the	TW	and	TOV	
financial	condition	being	misstated.	Therefore,	the	Board’s	ability	to	
effectively	monitor	 the	Town’s	current	financial	position	and	make	
sound	financial	decisions	was	compromised.

As	 a	 result	 of	 both	 improperly	 allocated	 sales	 tax	 revenues	 and	
recorded	 capital	 expenditures,	 Town	 residents	 were	 not	 treated	
equitably.	 Furthermore,	 these	 actions	 have	 caused	 an	 inaccurate	
depiction	of	the	actual	financial	condition	of	certain	Town	operating	
funds.

Effective multiyear plans project operating and capital needs and 
financing	sources	over	a	three-	to	five-year	period.	Such	plans	also	
enable	Town	officials	to	identify	developing	revenue	and	expenditure	
trends,	 set	 long-term	 priorities	 and	 goals,	 consider	 the	 impact	 of	
near-term	budgeting	decisions	on	future	fiscal	years	and	avoid	large	
fluctuations	in	tax	rates.	

Multiyear	 plans	 also	 allow	Town	 officials	 to	 assess	 the	 effect	 and	
merits	of	alternative	approaches	to	address	financial	issues,	such	as	
using	 fund	 balance	 to	 finance	 operations	 and	 accumulating	money	
in	 reserve	 funds.	 Long-term	 financial	 plans	 work	 in	 conjunction	

Multiyear Financial 
Planning
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with Board-adopted policies and procedures to provide necessary 
guidance	to	employees	on	the	financial	priorities	and	goals	set	by	the	
Board. The plan also will be a useful tool in informing the public of 
the	Board’s	intentions	and	reasoning	for	the	choices	it	made.

The	 Board	 has	 not	 developed	 a	 written	 multiyear	 financial	 plan.	
The	Board	does	have	an	equipment	 replacement	 schedule,	but	 this	
schedule does not include estimated replacement costs and funding 
sources.	For	example,	since	September	2014,	the	Town	has	financed	
three	pieces	of	highway	equipment	by	issuing	debt	totaling	$372,000,	
which	will	cost	the	Town	$12,900	in	associated	interest	through	2017.	
Proper planning could have highlighted the option to substitute fund 
balance	as	a	financing	source	for	debt	and	avoid	the	interest	cost.

Town	Law	requires	the	Board	to	conduct	an	annual	audit,	or	secure	the	
services	of	a	certified	public	accountant	to	perform	an	annual	audit,	of	
the	books	and	records	of	any	Town	officer	or	employee	who	received	
or	disbursed	any	money	in	the	previous	year.	An	annual	audit	helps	the	
Board	fulfill	 its	fiscal	oversight	responsibilities,	provides	assurance	
that public money is handled properly and assesses the reliability 
of	the	Town’s	books,	records	and	supporting	documents	on	which	it	
relies	in	making	management	decisions.	Audit	results	can	also	help	
the	Board	evaluate	fiscal	practices	and	monitor	the	performance	of	the	
Supervisor	and	other	officials	who	are	entrusted	with	recordkeeping	
and	other	financial	responsibilities.	Monitoring	the	Town’s	financial	
activities more can help reduce the risk that errors or irregularities 
could occur and go undetected.

The Board has not performed an annual audit of the books and 
records	of	any	Town	official	or	employee	who	received	or	disbursed	
cash.	The	Board	hired	a	bookkeeping	firm	to	perform	a	review	of	the	
Clerk’s	2014	records	and	the	Justice	Court’s	2014	and	2015	records.	
However,	 the	 bookkeeping	 firm	 was	 not	 qualified	 to	 perform	 the	
annual audit in accordance with law and did not produce a report that 
made	 the	Board	aware	of	 the	findings	 included	 in	 this	 report.	As	a	
result,	the	Board’s	ability	to	monitor	the	Town’s	financial	operations	
was severely diminished and errors or irregularities could have 
occurred and remained undetected and uncorrected.

The	Board	should:

1.	 Adopt	 a	 fund	 balance	 policy	 and	 procedures	 to	 govern	
budgeting practices and the reasonable level of fund balance 
to	be	maintained	in	each	fund	to	meet	the	Town’s	needs.

Annual Audit

Recommendations
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2.	 Adopt	 budgets	 with	 realistic	 estimates	 of	 revenues,	
expenditures and the amount of fund balance to be used to 
fund operations.

3. Ensure that accounting records are corrected for accounting 
errors,	 and	 proper	 accounting	 practices	 are	 used	 going	
forward.

4.	 Develop	a	comprehensive	multiyear	financial	plan	to	establish	
long-term objectives for funding long-term operating and 
capital needs and eliminate the excess accumulated fund 
balances. The plan should be monitored and updated on an 
ongoing basis.

5. Properly allocate sales tax revenue and town hall maintenance 
costs in accordance with statutory requirements and develop a 
plan	to	repay	the	TOV	funds	for	amounts	improperly	credited	
to	the	TW	fund	and	charged	to	the	TOV	fund.

6.	 Formalize	 the	 allocation	 for	 Town	 and	 Village	 shared	
maintenance expenses with a written contract.

7.	 Annually	 audit	or	 cause	 the	audit	of	 the	books	and	 records	
of	all	Town	officers	and	employees	who	receive	or	disburse	
funds on behalf of the Town within 20 days of the close of the 
fiscal	year.
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Town Clerk Operations

The	Clerk,	who	also	serves	as	the	Town’s	tax	collector,	is	responsible	
for	 receiving,	 recording,	 depositing,	 reporting	 and	 remitting	 all	
money collected for fees and taxes in an accurate and timely manner. 
The Clerk is minimally assisted by the Deputy-Clerk when she is 
unavailable	to	work	during	her	posted	office	hours.	The	Clerk	has	three	
separate	bank	accounts:	one	for	Clerk	fees,	one	for	conservation	fees	
and	the	other	for	tax	collections.	The	Board’s	oversight	responsibility	
includes	performing	annual	audits	of	the	Clerk’s	books	and	records.

Cash receipts and tax collections were not adequately safeguarded. 
The Clerk did not maintain a cash book to chronologically record 
all individual receipts on a daily basis and deposit all cash receipts 
intact3	or	in	a	timely	manner.	Furthermore,	the	Clerk	did	not	conduct	
a monthly accountability of cash with the amount in the bank and 
related liabilities. The Board was unaware of these inappropriate 
practices	because	they	did	not	complete	an	annual	audit	of	the	Clerk’s	
records	 (See	Annual	Audit).	Without	 adequately	 safeguarding	 cash	
receipts,	the	risk	of	fraud	is	increased.

The	Clerk	collects	a	variety	of	fees,	such	as	conservation,	dog,	games	
of	chance	and	marriage	 licenses;	certified	copies;	building	permits;	
refuse tickets; and cemetery lot sales. The Clerk is required to issue 
duplicate receipts4	to	payees,	record	the	form	of	payment	(i.e.,	cash	
or	check)	for	every	transaction	where	no	other	evidence	of	receipt	is	
available,	and	deposit	all	money	collected	intact	so	that	specific	cash	
receipts	can	be	identified	through	the	accounting	records	to	the	bank	
statements. The Clerk uses a town clerk software program to keep an 
electronic record of these transactions. Town Law requires the Clerk 
to enter receipts daily into a book of record and deposit all Clerk 
money collected within three business days after the total exceeds 
$250.	Good	business	practices	dictate	that	all	receipts	which	do	not	
exceed $250 be deposited on a weekly basis to reduce the risk of loss. 

Recording Cash Receipts – The Clerk did not maintain a daily cash 
book,	as	required,	to	chronologically	identify	individual	receipts.	The	
Clerk issued a duplicate receipt for all transactions when no other 
evidence	 of	 receipt	 was	 available.	Although	 each	 transaction	 was	
entered into the software and issued a unique transaction number in 
sequential	order,	the	dates	for	these	transaction	numbers	were	not	in	
chronological order when viewed in sequence. The Clerk explained 

Clerk Fees

3	 In	the	same	amount	and	form	(cash	or	check)	in	which	they	were	received
4 One copy was given to the person remitting payment and the other was retained 

by the Town.
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that she occasionally set aside refuse ticket receipts when busy and 
then	entered	them	at	one	time	within	a	couple	of	days.	In	addition,	
the Clerk stated that she will sometimes enter other receipts on a 
later	day	if	she	was	busy	the	day	of	collection.	Further,	on	occasion	
the bookkeeper collected clerk fees and issued manual receipts on 
behalf of the Clerk. These receipts also were not entered into the 
program	until	 custody	was	 transferred	 to	 the	Clerk.	When	 receipts	
are	not	entered	timely,	it	is	difficult	to	safeguard	and	account	for	them	
accurately.

Deposits – The Clerk did not deposit cash receipts intact and in a 
timely	manner.	Our	review	of	money	received	in	January	2017	found	
that receipts were not deposited intact because the Clerk regularly 
used cash from the collected fees to replenish her petty cash. The 
Clerk	stated	that	this	practice	was	how	she	was	trained.	In	addition,	
the money was not deposited timely because the Clerk did not record 
fees	immediately	upon	receipt.	Therefore,	money	sat	 in	a	bank	bag	
until	 she	could	 record	 the	 transactions.	Frequently,	 the	Town	Clerk	
deposited only portions of the collected fees she had on hand at that 
time.	As	a	result,	three	of	the	five	deposits	for	January	receipts	were	
not	made	within	 three	days	of	 the	$250	 threshold.	Therefore,	 these	
funds were deposited between four and 22 days late. 

As	the	Tax	Collector,	the	Clerk	is	authorized	and	directed	by	the	tax	
warrant	to	collect	the	taxes	on	the	tax	roll,	impose	penalties	on	late	
payments and remit paid taxes to the Supervisor and County in a 
timely	manner.	The	Clerk	collects	real	property	taxes	from	January	1st	
through March 31st of each year. She is responsible for maintaining 
accurate	 and	 complete	 records	 of	 every	 tax	 payment	 received,	
including interest and penalties. The Clerk should document all 
payments received and maintain a detailed record of each transaction 
on a daily basis. The Clerk should record tax payments separate from 
interest and penalties and maintain envelopes to document the post 
mark date used for determining the timeliness of payments and whether 
penalties	and	late	fees	should	be	assessed,	and	daily	summarize	all	tax	
payments	 received.	Upon	deposit,	 the	Clerk	must	 ensure	 that	daily	
cash	receipts	correspond	to	the	total	amount	deposited.	Furthermore,	
the Clerk is required by Town Law to deposit all money collected 
within	24	hours	of	receipt,	remit	all	deposits	to	the	Supervisor	at	least	
once	each	week	until	the	Town’s	portion	of	the	tax	levy	is	satisfied,	
and remit all residual collections to the County Treasurer by the 15th 
of each month following receipt.

The Clerk did not immediately record payments in the tax collection 
software	when	 they	were	 received,	 but	 instead	 periodically	 posted	
payments in batches adjusting the receipt date back to approximately 
when the majority of the payments in that batch were received or post 

Tax Collections
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marked.	Further,	the	Clerk	did	not	maintain	envelopes	to	document	
the	post	mark	date	for	tax	collections	received	through	the	mail.	We	
reviewed	 20	 deposits	 consisting	 of	 310	 receipts	 that	 paid	 388	 tax	
bills	totaling	$447,498	to	determine	if	tax	collections	were	properly	
recorded	and	deposited	intact	and	timely.	We	found	269	of	the	310	
receipts	 totaling	 $310,325	 were	 not	 deposited	 timely	 and	 ranged	
between one and 16 days late. 

In	addition,	the	Clerk	did	not	remit	taxes	to	the	Supervisor	each	week	
until	 the	Town’s	 portion	of	 the	 tax	 levy	was	 satisfied.	 Instead,	 she	
remitted tax collections to the Supervisor via one check at the end 
of	January	and	February.	Fortunately,	 the	Town	had	sufficient	fund	
balance	 to	finance	 operations	 until	 the	Supervisor	 received	 the	 tax	
collections,	but	this	may	not	be	the	case	in	the	future.	The	Clerk	stated	
that she was unaware of the deposit and remittance requirements. 

The	 lack	 of	 supporting	 documentation,	 such	 as	 postmarked	
envelopes,	combined	with	the	untimely	depositing	and	remittance	of	
tax	collections,	greatly	increases	the	risk	that	tax	collections	could	be	
used	for	unauthorized	purposes	and	that	errors	and	irregularities	could	
occur	and	not	be	detected	or	corrected	in	a	timely	manner.	We	were	
able	to	account	for	all	tax	payments	received	and	recorded.	However,	
potentially misappropriated interest and penalties could have gone 
undetected.

The Clerk should prepare monthly bank reconciliations and compare 
cash,	both	on	hand	and	on	deposit	in	the	bank	accounts,	to	a	detailed	
list	of	liabilities,	including	amounts	due	to	the	Town	and	various	State	
agencies.	This	comparison,	 referred	 to	as	a	monthly	accountability,	
helps	to	ensure	that	all	money	is	identified	and	accounted	for	properly.	
Furthermore,	the	analysis	can	assist	the	Clerk	in	preparing	monthly	
reports and remittances.

The	Clerk’s	failure	to	timely	record	and	deposit	collections	impeded	
her	ability	to	perform	accountability	analyses	of	the	Clerk’s	receipts	
and	 tax	 collections	 in	 her	 custody.	Although	 the	 Clerk	 prepared	 a	
monthly bank reconciliation on the back of the bank statement to 
ensure	the	bank	balance	reconciled	to	her	manual	check	register,	the	
reconciliation lacked individual check and deposit in transit detail 
and did not compare her cash assets to liabilities. 

We	performed	a	cash	count	and	accountability	analysis	in	February	
2017	and	 identified	minor	differences	between	her	 cash	 assets	 and	
liabilities which we brought to her attention.

Although	we	were	able	to	reasonably	account	for	all	recorded	Clerk’s	
collections,	when	 there	 is	a	 lack	of	a	monthly	accountability,	 there	

Monthly Accountabilities



16                Office Of the New YOrk State cOmptrOller16

is an increased risk of errors and irregularities going undetected and 
corrected. 

The	Clerk	should:

8.	 Maintain	 a	 daily	 cash	 book	 and	 chronologically	 identify	
individual receipts when this information is not documented 
by computer.

9.	 Not	allow	the	bookkeeper	to	collect	receipts	on	her	behalf.

10.	Cease	the	practice	of	using	cash	from	her	Clerk’s	receipts	to	
replenish her petty cash.

11. Deposit all receipts intact and in a timely manner per statutory 
requirements.

12. Maintain postmarked envelopes for tax collections received 
via mail.

13. Ensure tax collections are remitted to the Supervisor in 
accordance with statute.

14. Provide individual outstanding check and deposit in transit 
detail on her bank reconciliations to aid in the performance of 
a proper review.

15. Perform monthly accountabilities to ensure that known 
liabilities agree with available cash.

Recommendations
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APPENDIX A

RESPONSE FROM LOCAL OFFICIALS

The	local	officials’	response	to	this	audit	can	be	found	on	the	following	pages.
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See
Note	1
Page 26
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See
Note	2
Page 26
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See
Note	3
Page 26
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See
Note	4
Page 26



2323Division of LocaL Government anD schooL accountabiLity

See
Note	5
Page 26

See
Note	6
Page 26
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See
Note	7
Page 26
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Note	1

Overly	conservative	 revenue	and	expenditure	estimates	 in	 the	Board’s	adopted	budgets	 resulted	 in	
operating	surpluses	or	smaller	than	planned	deficits,	which	increased	fund	balances	in	both	the	TW	
and	TOV	general	and	highway	funds	to	excessive	amounts.

Note	2

Reserve	 funds	 provide	 a	 mechanism	 for	 legally	 saving	 money	 to	 finance	 all	 or	 part	 of	 future	
infrastructure,	equipment,	and	other	requirements.	Reserve	funds	can	also	provide	a	degree	of	financial	
stability	by	reducing	reliance	on	indebtedness	to	finance	capital	projects	and	acquisitions.	Without	the	
formal	establishment	of	reserve	funds,	moneys	previously	"set	aside"	could	be	used	for	other	purposes.

Note	3

Town Law requires the entire Board conduct the annual audit.

Note	4

During	 2016,	 the	 Clerk	 replenished	 petty	 cash	 five	 times	 from	 collected	 receipts	 and	 never	 from	
cashing the check at the bank.

Note	5

Cash receipts must be recorded upon receipt and deposited in a timely manner to prevent loss or theft.

Note	6

Town law requires that the Clerk remit all tax receipts to the Supervisor at least once a week.  Doing 
so will allow more interest to accrue because of the larger bank balances in the general and highway 
funds'	bank	accounts.

Note	7

Allowing	others	to	collect	funds	on	behalf	of	the	Clerk	reduces	accountability	should	funds	become	
missing.	Providing	another	avenue	for	payment,	such	as	a	lock	box	or	using	a	deputy	would	preserve	
accountability and still meet the needs of the public.

APPENDIX B

OSC COMMENTS TO LOCAL OFFICIALS’ RESPONSES
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

To accomplish our objectives, we interviewed appropriate Town officials and employees, tested 
selected records and examined pertinent documents for the Clerk for the period January 1, 2016 through 
May 19, 2017. We expanded our scope back to January 1, 2014 to review budget and fund balance 
trends and back to January 2013 to review sales tax allocations. Our audit included the following steps:

• We interviewed appropriate Town officials to gain an understanding of financial operations 
including the budget process and the Clerk’s financial processes.

• We analyzed fund balance and compared budgeted revenues and expenditures to actual 
operating results to determine the impact of the deficit or surplus on fund balance for fiscal 
years 2014 through 2016.

• We reviewed the Town’s adopted budgets for 2014 through 2017 to determine the amount of 
fund balance appropriated and whether they were reasonable and structurally balanced.

• We reviewed individual line item budget-to-actual results for 2014 through 2016 to determine 
if variances were significant.

• We reviewed Board minutes and intermunicipal agreements with the Village for fiscal years 
2014 through 2017.

• We reviewed 2013 through 2017 sales tax revenue, transfers from TOV to TW funds and the 
tax levy of TOV funds to determine if sales tax allocation was appropriate.

• We performed a cash count and accountability analysis of the Clerk’s funds on February 13, 
2017. 

• We reviewed the Clerk’s accounting records and bank statements for the period January 1, 
2016 through May 19, 2017 to determine if the Clerk accurately recorded, deposited, disbursed 
and reported all money collected in an appropriate and timely manner.

• We obtained compositions for judgmentally selected deposits made to the Clerk’s bank accounts 
during our audit period to determine if deposits were made intact and in a timely manner.

We conducted this performance audit in accordance with 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 objectives. We believe that the evidence obtained 
provides a reasonable basis for our findings and conclusions based on our audit objectives.
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APPENDIX D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

Office	of	the	State	Comptroller
Public	Information	Office
110	State	Street,	15th	Floor
Albany,	New	York		12236
(518)	474-4015
http://www.osc.state.ny.us/localgov/

To	obtain	copies	of	this	report,	write	or	visit	our	web	page:	
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APPENDIX E
OFFICE OF THE STATE COMPTROLLER

DIVISION OF LOCAL GOVERNMENT
AND SCHOOL ACCOUNTABILITY
Andrew	A.	SanFilippo,	Executive	Deputy	Comptroller

Gabriel	F.	Deyo,	Deputy	Comptroller
Tracey	Hitchen	Boyd,	Assistant	Comptroller

LOCAL REGIONAL OFFICE LISTING

BINGHAMTON REGIONAL OFFICE
H.	Todd	Eames,	Chief	Examiner
Office	of	the	State	Comptroller
State	Office	Building,	Suite	1702
44 Hawley Street
Binghamton,	New	York		13901-4417
(607)	721-8306		Fax	(607)	721-8313
Email:	Muni-Binghamton@osc.state.ny.us

Serving:	Broome,	Chenango,	Cortland,	Delaware,
Otsego,	Schoharie,	Sullivan,	Tioga,	Tompkins	Counties

BUFFALO REGIONAL OFFICE
Jeffrey	D.	Mazula,	Chief	Examiner
Office	of	the	State	Comptroller
295	Main	Street,	Suite	1032
Buffalo,	New	York		14203-2510
(716)	847-3647		Fax	(716)	847-3643
Email:	Muni-Buffalo@osc.state.ny.us

Serving:	Allegany,	Cattaraugus,	Chautauqua,	Erie,
Genesee,	Niagara,	Orleans,	Wyoming	Counties

GLENS FALLS REGIONAL OFFICE
Jeffrey	P.	Leonard,	Chief	Examiner
Office	of	the	State	Comptroller
One	Broad	Street	Plaza
Glens	Falls,	New	York			12801-4396
(518)	793-0057		Fax	(518)	793-5797
Email:	Muni-GlensFalls@osc.state.ny.us

Serving:	Albany,	Clinton,	Essex,	Franklin,	
Fulton,	Hamilton,	Montgomery,	Rensselaer,	
Saratoga,	Schenectady,	Warren,	Washington	Counties

HAUPPAUGE REGIONAL OFFICE
Ira	McCracken,	Chief	Examiner
Office	of	the	State	Comptroller
NYS	Office	Building,	Room	3A10
250	Veterans	Memorial	Highway
Hauppauge,	New	York		11788-5533
(631)	952-6534		Fax	(631)	952-6530
Email:	Muni-Hauppauge@osc.state.ny.us

Serving:	Nassau	and	Suffolk	Counties

NEWBURGH REGIONAL OFFICE
Tenneh	Blamah,	Chief	Examiner
Office	of	the	State	Comptroller
33	Airport	Center	Drive,	Suite	103
New	Windsor,	New	York		12553-4725
(845)	567-0858		Fax	(845)	567-0080
Email:	Muni-Newburgh@osc.state.ny.us

Serving:	Columbia,	Dutchess,	Greene,	Orange,	
Putnam,	Rockland,	Ulster,	Westchester	Counties

ROCHESTER REGIONAL OFFICE
Edward	V.	Grant,	Jr.,	Chief	Examiner
Office	of	the	State	Comptroller
The Powers Building
16	West	Main	Street,	Suite	522
Rochester,	New	York			14614-1608
(585)	454-2460		Fax	(585)	454-3545
Email:	Muni-Rochester@osc.state.ny.us

Serving:	Cayuga,	Chemung,	Livingston,	Monroe,
Ontario,	Schuyler,	Seneca,	Steuben,	Wayne,	Yates	Counties

SYRACUSE REGIONAL OFFICE
Rebecca	Wilcox,	Chief	Examiner
Office	of	the	State	Comptroller
State	Office	Building,	Room	409
333	E.	Washington	Street
Syracuse,	New	York		13202-1428
(315)	428-4192		Fax	(315)	426-2119
Email:		Muni-Syracuse@osc.state.ny.us

Serving:	Herkimer,	Jefferson,	Lewis,	Madison,
Oneida,	Onondaga,	Oswego,	St.	Lawrence	Counties

STATEWIDE AUDITS
Ann	C.	Singer,	Chief	Examiner
State	Office	Building,	Suite	1702	
44 Hawley Street 
Binghamton,	New	York	13901-4417
(607)	721-8306		Fax	(607)	721-8313
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