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Dear Town Officials:

Thank you for your invitan to give our assistance and guidance regarding the financial #iféairswh of

Rensselaervilld have been an advocate of shared services since before my tenure as County Comptroller going back t
serving in te Albany County Legislature. Whethe dollars are County, Town, Ciate or Federal, they all come from

one pocked the taxpayer

Traditionally the Albany County Comptroller exercises authority pursuant to Article 4, Section 403 of the Albany County
Consolidated Chartdrhis revier was conducted pursuant to the April 8, 2010 unanimous roll call vote by the Rensselaen
Town Board authorizing the Albany County Comptroller to coadexgewo f t he Townds records.

Our preliminaryeview has been completed of the finaresalrds for the years of 2€0309. The preliminary resultd an
recommendations are a resource for the Town Board to effectively administer any or all recommendations that we have
offeredthrough thigeview. | thank you foithe opportunity to offer ouexpertise and assistanceifipdu have questions

about this report, please feel free to contaadffice at any time.

Sincerely,

Michael F. Conners, Il
Albany County Comptroller



EXECUTIVE SUMMARY

The Town of Rensselaervillee Town)s unal® to determine its financial condition in a timely fasfiomugh the usef
multiple systems for tracking accounting functions, the Town ultimatedydyasenfior tracking accounting functioi$e
importance of transparency and accountability ttharmver stated:here needs to be a singular financial tracking system
and in many cases, a tightn on internal controls, segregation of duties and adherence to Federal, State, and T
procedures.Many recommendations put forth in a New York Satemp t r ol | e riGusd a (RGKSs€essmenu d i
initiatedby the Town that cost $12,0008ftachment ) were not followedL a st | vy , it appears to
fund balance seems excessive. We recommend that the Town Board adopt a policy to govern the level of unre
unappropriated fund balance to be maintained and/or to determine whether the amountnsaietessoeable.

OBJECTIVE

The objective of this review was to determine whether internal controls over accounts payables and receivable:
reconciliations, purchasing procedures, fixed assets, financial systems and software and FEMA projesjisatelye ap
designed and operating effectively.

BACKGROUND

The Town of Rensselaerville (Town) is located in Albany County. According to the 2000 Federal Census, the Town hac
population of 1,915. The Townds adopted budget for 2

According to the most r ecent b 08sunmay, tikdBoapdtisresdonsible fér adoing dnt
control policies and procacheksdateguard TownTdss&spervisor and Superintendent should pdegidaimptiése internal
controls and are responsible for implemertipgghlos ¢ a 8 [The Tdwo emiplbys a bookkedphioiassiststhed
supervisor with maintaining the Townds financi al rec

ACCOUNTS PAYABLE FINDINGS

Wereviewedthd own6s accounts payabl e/ i nvoWefeundhatin some casethee q u i
policiesof the Town weraot being followed. See Section (Al under Voucher preparatiof) below
x  The Town was not using EncumbraAceounting As a result the AFR filed with the State Comptroller was
inaccurate since it failed to report any year end accounts payables.
x Carver Sand & Grav@R payments were made to Carver Sand and Gravel in 2007 in the amount of $7,586.60.
(Check # 222 paid 12/27/2007 invoice # 137196 dated 5/25/2007and #137196 paid 11/13/2007check #
2390)
i Both vouchers were approved and signed by 4 members of the Town Board and authorized forthayment b
Town Highway Superintendent
U The original invoice was ofpad tcAccount DA5110.4 the duplicétem DA5130.4.
U Official copies of the checks were obtained from The First Bank of Niagara from the Highway Fund chec
account
U A detailed invoice history was obtained from Carver&&rdvel Company from 1/1/200to 6/22/2010.
This history showed orityoice# 137196 for $7,586.60.

1 http://www.osc.state.ny.us/localgov/audits/2007/towns/rensselaerville.pdf
2 http://www.osc.state.ny.us/localgov/audits/2007/towns/rensselaervillp.paf
3 http://www.rensselaerville.com/minutes/Voucher%20Process%2002.10.09.pdf
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x  The filing system procedures were not being followed for paid vouchers. Vouchers were placed in a box a
boxes were dated. These vouchers were not sorted by fund and teereodeemo organized system in place.

ACCOUNTS PAYABLE - RECOMMENDATIONS

x The Town should use encumbrance accounting methods. This should be addressed with the Ml
implementation.

x  Our recommendation is to investigate further into this duplicate payment, dué-rwiitlelapse in time
between check date and the way the claim voucher was filled out for duplicate TgeeyBeatd should
investigate why the Town Highway Superintefitkd a duplicate voucher.

x The Board should conduct a deliberate and thorough audit of claims to ensure that each claim represents
Town purpose and that the Townds purchasing poli
ensue that all claims approved for payment are accurately recorded in the ThiauBesrd should gain an
understanding of the annual audit process and eff

FOLLOW UP TO NEW YORK STATE PAYROLL AUDIT 2007

x New York State (NYS) Payroll Audit 2067
A NYS Findings from 2007

x  We found significant weaknesses in internal controls over payroll anmefersanv i ces. The Townads
procedures are inadequate or nonexistent, irregularities exist in the recordkeeping for hourly employees, and limite
oversight exists in the payroll process. As a result, there is an increased risk thahthepegwar work that was not
performed. Good internal controls over payroll begin with Bdapted policies.

e The Townds written pol i ci e sndsenwides mpymewmpatadr Howevar,Yhe r p
Town has increased its reviewe€kly payroll timesheets. The only policies and procedures that the Town has fol
payroll and personal services are contained in an employee manual.

Recommendations:

e The use of an automated time and attendance system that would include an imptosiéd audi
e Video the time clocks when employees are signing in and out.
e Tighter controls on overtime pre ap@@uthorization.

e Recommend someone who is independent of the payroll process to routinely perform analytical reviews of
payroll earnings recordgpropriations ledgers, and other payroll records, including empfaend/
e The Board should routinely analyze payroll data for reasonableness and investigate any unusual items.

UPDATED FINDINGS FROM 2007 COMPTROLLER®S AUDI T

County Cogstaff foundthrée ®frtheé ecommendations put forth in 2007 implemented.
x  TheTown has updated and utilizes a payroll manual.
x  The Town has updated its ethics manual and a copy is on their website.

4 http://www.rensselaerville.com/townreports/rensselaerville.pdf
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x  The Town has imposed tighter control on reviewing weekdhéets.

The Town should:

x  The Town shouldeviewtimecards on a weekly basis

x  Tighter controls on overtime for employees and who authorizes avertime

RECOMENDATIONS

The

Town should review the 2007 payr ohblimglemdntthe fr om t |

recommendations.

CASH RECEIPTS - FINDINGS

Town Clerk and Deputy Town Clerk tire onlyindividualsauthorizedo receive cash anbecksind issue receipts.
However, in some cases, othesiBess Gice personnel haeellected casmd issud receipts.

x Revenue s not integrated into Townds financial soft we

x Cash and checks are lockedlfite cabinet, and not secured in a safe.

x  Receipts arenlybalanced once a week.

x  Segregation of dutieBank deposits are madelgTown Clerk, who also balances daily revenues.

x  Segregation of dutiedny checks that do not fall under the Town Clerks authorgivanto theTo wn 0 s
bookkeeper. The Towinbookkeeper fills out the deposit slip and retiuansl checks to the Town cledk fleposit.

x  There is 80-daydelay recording revenud®wn bookkeeper receives the Town Glamknthlycash receipts
report. They are recordiexthe ledgers.

CASH RECEIPTS - RECOMMENDATIONS

x Currently no bank reconciliations are performed b
recommended thabmeongerformthemother than the Clerk or Deputy.

x Cash Balancing should be performed daily not weekhyeekiy.

x  Town should puhase an integrated Financial Software system with a cash Receipts module.

x Increased separation of duties between the bookkeeper and the Town Clerk receiving cash receipts. The same
employee producing the bank reconciliations should not be handlimglasthacks with deposits to the bank.

BANK RECONCILIATIONS - FINDINGS

x Jan 2005%$5,000.00 wascorrecthtransferred from general fund checking account, should hatabstenred
from a Money Market Account (MMA). Corrected Feb 2005.

x 20050 Checkreconciliations have range of check numbers grouped together with one lump sum. Checks shoulc
listedindividually by number and amount.

x  May 2005 Ledgelis out of balance.

x  Oct 2005 $40,000.00 transferred in error from general fund checking

x Dec20050 Void Check No. 4628 the amount of $600.Q@s nonoted on bank reconciliation for 2005.

x Dec 200% Highway MMA incorrectly reported in the AFR by $597.00.

x 20059 Inconstancies with listings of outstanding checks and reconciled amounts.

x 20050 SewefFund and Sewer Capital Flamtounts are recorded in the same manual general ledger. These acco

X

should be accounted for separately.
On the2009 Annual Financial Rep@&FER)filed with theOSC, cash reported did not agree with the bank
reconciliations.
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RECOMMENDATIONS 06 BANK RECONCILATIONS

X

X

Ensure that Town employees are consistently trained to perform bank reconciliations. It should be noted that th
was a high turnover of bookkeeptaff. (There were approximately six bookkeepers from 20@8). Each
bookkeeper had different procedures.

There needs to be an increase in internal controls to ensure that checks and balances are in place to verify ban
reconciliations performed by Tow st af f . The same individual that pr
perform the bank reconciliations, handle cash, checks or make deposits.

Implementa financial and accounting software package that allows automated check recongitation pro

PROCURMENT POLICY - FINDINGS

In reviewing the annual 2009 yearly bids, The Town appeared to follow their procurement Policy and Procedures, howe
recommend the following:

PROCURMENT POLICY - RECOMMENDATIONS

X

There is currently no softwarattthe town uses aparchasing system. The process is all manual there is currently
no encumbering process.

General Rules section D. If the bidder is not deemed responsible, facts supporting that judgment shall also be
documented and filed with thearetsupporting the procurement. This was not done, only stated that the bidder w:
not selected.

Section 7 Exemptions states that no solicitation of written proposals or quotes shall be required for Retaining or
acquiring professional serviteis. our telief that written proposals should be acquired for professional services.

FIXED ASSETS - FINDINGS

X

X

There is no current fixed asset process. The Town has been adding fixed assets purchasddhepctneynat
depreciating or removing any fixedtassenecessary.
Fixed asset amounts are overstatdtieir AFR

FIXED ASSETS - RECOMMENDATIONS

Contract with an appraisal company to perform a current valuation on all town assets.

Acquireafixed asset system that will add, teggaaodify and remowel | TBssetsn Alss, depreciation will be
performed by this system to keep compliant with GASB requirements.

Acquire an additional system that can be used offsite to collect fixed asset information and upload into the fixed
module.

Fixed Assetshsuld also integrate with the purchasing software, so the town is aware every time an asset is purc



FINANCIAL, ACCOUNTIN G AND OTHER SOFTWARE - FINDINGS

x  The use of sever@eneral Ledger systems from Manual, Quick Books, Enhanced and MTXrgrieallevsl,
Fund accounting systems that are weak in reporting.

x A high volume bookkeeping staff over the audit period20@@contributed to different types of processing
procedures, thus ignoring any established internal controls and procedures.

FINA NCIAL, ACCOUNTING AN D OTHER SOFTWARE - RECOMMENDATIONS

x  Purchasan integrated retiine financial and accounting software system.
x  The County assists in the implementation of new financial and accounting software.
x  The Countyssists in streamlining pecprocedures and internal controls.

FEMA - BACKGROUND

Al bany County Compttwetvéyleearr 8 < astha ff fl oowvo rachuad tyesd sa f or t wo
beginningin1998. he Di saster 014926 occurred in 1998 and was
April 2007 and consisted of floodilg2008, the current FEMA Clerk was terminated aodsalting compar{farthtech)

was contractedith the Townto assistvith the project management rolleifhesponsibility was to perform project
management and assist the town with FEMA and SEMO processinmscaandting to Earthtech, the records to perform
the2007 FEMA reporting were not provided by the tofa result, Earthtech claimed they were unable to complete the
2007 FEMA projeateporting

As of 10/ 12/2010 there are Tt of 11 FEMA praicts that are completed and exigoff by the Town Supervisor

Accounting records could not be determinett@srate because #EMA funding wasomingled witlthe Administrative
Highway Fund Accounts were not created until 2808 when they were created, were only partially in comgliesant

to FEMA and SEMO Uniform System of Accounts. Consequestly, Bloar d6s abi l ity to moni i
assistande a timely manner has been impaired and there is an increased risk that the time for reimbursement could ex
Also, because of documentation not being completed on a timely basis, therdi# foptiies of reimbursement or

incorrect data.

FEMA - FINDINGS

During our audit, the following reviews of FEMA records were found to be inadequate.

x Internal controls and procedures over FEMA records were weak and not maatigedyopasis.

x  Documentation by project was unorganized and difficult to follow. Each project had a central folder, however additic
documentation such as payroll worksheets were grouped together and boxed in separate areas.

x The FEMA Clerk kept records at home thaushad not have been removed from t

x  When asked for supporting documentation on a CD in the amount of $204,399.00, the FEMA Clerk faxed this
information from home.

x  There is aalck of segregation of duties

x  Therewas no independent reviewtlod Cler& FEMA project workshesgirior to2010As aresulCo mpt r ol | e r @
found discrepancies between the TamthFEMA project guidelines.

x Pearson Culvert FEMA project was used as a repair for $21,130.31 and should happlextforan th FEMA
appeal process. However, this cost the Town an additional $373,676.18 to complete.



FEMA - RECOMMENDATIONS

Becausa single Town FEMA Clerk prosesall project reporting, and because of the complexity of the FEMA process,
it is recommended thatetheconciliation process and final completion of work is verified by another employee in
Management and reviewed by the Town Board on a monthly basis.

Based on the standards established in the FEMA/SEMO Guidelines and Policies (infrastructure SappothBrogr
Town of Rensselaervilleisrorm mpl i ant in the three areas. Accountir
Guidelines. During a fat®face conversation with the Town Supervisor and FEMA Clerk this defigisency
acknowledged and tfiewn Supervisor indicated that an alternative plan would be developed.

The Town Boardhouldestablish a policy for FEMA documentation to be verified by another employee in supervision
The Town should immediately set up pragerest bearingccount$or each project still open and create a new cash
disbursement checking account for FEMA only.

With few exceptions, Town Law requires the Board to audit and approve all claims before the Supervisor can disbu
payment. The Boaaddisr atpelryo viad c anrucsd d bien t he Boar dods
casual review. Instead, it should be a deliberate and thorough process to determine whether proposed payments al
proper and just acocodntRayaed-EVA procedures aidolrawm Gasvs have been followed.

All claims must be written, itemized and accurate, include evidence of the approval of the Town official responsible
the FEMA reporting for reimbursement and include evidence that the dotoiimenisedre accurate.

The Town should reapply for reimbursement for the Pearson Culvert (additional $373,676.18).



TOWN RESPONSE WITH ADDITIONAL COMP TROLLER®&6S COMMENTS

November 9, 2010

Mrs. Marie Dermody

Supervisor Town dkensselaerville
Rensselaerville Town Board

87 Barger Road

Medusa, NY 12120

Dear Mrs. Dermody:

Our office appreciates the opportunity that the Town Board provided allowing us to conduct our review of the
Town. We had hoped to do more, but given outelimesources and staffing our auditing team members have
determined that it is time to bring this project to a close.

We have reviewed the responses from the Town Board and enclosed additional comments and recommenda
Our office recommends follavg yeaend close that the Town Board seek out the services of an independent
auditing firm to conduct a thorough audit of all the towns operations.

In closing, we recommend that the Town continue to use our office as a resource. If we can prahiele any fu
assistance to you or the people in your Town, please contact us.
Sincerely,

Michael F. Conners Il

.. .1 V& ¢

l Wikedd T- Cowwuns, H

Albany County Comptroller



TOWN OF RENSSELAERVILLE

TOWN BOARD RESPONSETO AUDI TOR3® S MBRAE/I0L®

Accounts Payable: Recommendations

1. Investigate further into duplicate Carver payment, due tarthietle lapse in time between the check date and the
way the claim voucher was filled out for duplicate payment.

ResponseThe Town Supervisor has in her possession the abstract of auditetsvfou€arver Sand and
Gravel for 2002008 as well as Carver statements. She will continue to investigate the matter of duplicat

payment and inform the Al bany County Comptroll
that supports hewoaclusions. This project is already underway and will be completed as expeditiously as
possible.

Our office is in the process of reviewing several items discovered during @aview. These items include the
Carver Sand and Gravel issue. We are in the process of determining if it is appropriate to refer these matters
to the Al bany County District Attorneyds Office.
information to our office.

2. Conduct a deliberate and thorough audit of claims to ensure that each claim represents a valid Town purpose a
the Townds Accounts Payable Voucher Process and a
all claims approvddr payment are accurately recordedisted on abstract of payments.

ResponseWe are not sure what you are looking for. This item seems to be incomplete.

During our review of the Townds c¢l ai ms weanteomtind s
information we gathered through an interview with the Town Supervisor. The Town Supervisor told the
staff, that the Towndbés c/l aims needed three signat
discovered most FEMA claims were notsigned r oper | y. After Ffurther revie
Invoice/Voucher Requirements and Procedures, staff determined that the information the Town Supervisor
provided during the interview did not coincide wi
Procedures. We r ecommend t hat tthe Town Board update t he

Procedures.
3. Gain an understanding of the annual audit process
records
Response:The Town Board has budgeted funds in the

financial records.
We recommend that tthe Town Supervisor and Town Bo
balance sheet, statements of revenues, expendésrand changes in fund equity. We also recommend that at
yearend close the Town Board seek out the services of an independent auditing firm that has the expertise
toconductanaudi t of the Townébs fFfinancial and accountin
4. Follow the current sism of filing vouchers, which includes filing by fund and claim number/ voucher number

Response: The Town Board and office staff have no intention of changing our filing system. All vouchers
are filed by voucher number and coded according to appriypdatany future changes will be based on
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the needs of the neMUUNIS software and/or recommendations offered by the Albany County
Comptroll erds Office.

NYS Payroll Audit of 2007: Recommendations
1. Use of an automated time and attendance system thainloigle an improved audit trail.

ResponseThis is something we will investigate as we systematically implement various modules of the
MUNIS software package. Although an automated time and attendance system is separate and distinct
MUNIS, an orderlymplementation of these various recommendations would improve the success of the
improvements.

2. Video the time clocks when employees are signing in and out.

ResponseThis would go hanimh-hand with the implementation of an automated time and attendance
system.

3. Institute tighter controls on overtime-ppprove authorization (tighter controls on overtime for employees and who
authorizes overtime)

ResponseThis matter will be brought to the attention of the Highway Superintendent since it is his
department that incurs overtime.

We recommend that the Town Board take the lead on establishing this policy, because the Town Board is
ulti mately responsi bl e for the Towndés funds. Cons
with the statewiderising cost of overtime, the rising cost of New York State pension fund contributions and
benefit cost, we recommend that the Town Board and Highway Superintendent establish an updated policy
as soon as possible.

4. Recommend someone who is independaheqgiayroll process to routinely perform analytical reviews of payroll
earnings records, appropriations ledgers, and other payroll records, including e fitoyee W

ResponseTown Board members alternate moyrdl.Aimgcardsp a |
master sheets, deduction sheets, appropriation breakdowns, the 941 deposit sheets, withholding record
check stubs are examined monthly. End of quarter audits also include the examination of quarterly
withholding returns. Town Boartembers sign the payroll audit certification indicating any errors found.

5. Routinely analyze payroll data for reasonableness and investigate any unusual items (review timecards on a we
basis)

ResponseThe Town Supervisor presently reviews timecardsveekly basis. This is done before
paychecks are signed inordertodenitfiee c k t he accuracy of the Book

Cash Receipts: Recommendations

1. Someone other than the Town Clerk or Deputy Town Clerk should perform monthécbaaikations on their
bank accounts

ResponseUntil recently, Town Clerk bank reconciliations had been performed by the Town Clerk.
However, in an attempt to institute separation of duties, these bank reconciliations of Town Clerk bank
accounts are noweing conducted by the Town Supervisor.
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The Town Clerk and Deputy Town Clerk are the only authorized individuals to receive cash/checks and

receipts. However, i n some cases, ot her person
Organizational Meeting, these people are bonded so that they can collect funding for the departments. |
Town Clerk and Deputy Town Clerk were the only ones to collect funding, their hours would have to be

changed to accommodate all the other depastmen

During an interview with the Town Clerk, staff asked for copies of the yearly bank reconciliations of the
Town Clerkdbés checking accounts. Staff also asked
accounts. The Clerk told staff that hechecking accounts balanced because she wrote a check to the Town
Bookkeeper ozeroingo the balance i n t he-1x@ashount .
Recei pts and Cash Disbursements) of tthe MNéSBme@f i c
Management Guide (LGMG) on oThe Practice of I nter

We also recommend that someone other than the Town Clerk and the Town Supervisor reconcile the
Towndbs checking accounts. Having [ 7 miteRodrdafitsaf f an
responsibility to the taxpayers in regards to establishing policies for proper and adequate mitigating and
compensating controls.

2. Cash balancing should be performed daily, not weekly or monthly.

ResponseTax collection is done by the ladmd completed multiple times daily. From this point forward,
cash balancing will be done once $100.00 has been collected. (We receive so little daily cash that daily
balancing would not be an efficient use of time.)

It is crucial for the Town Boad to establish proper internal controls. These internal controls should ensure

t hat the Towndés cash receipts journals are reconc
Board should also ensure that only authorized personnel have accesstve Townds banki ng
information.

3. Should purchase an integrated Financial Software system with a cash receipts module

ResponseThe Town Board has unanimously voted to enter into aytraeeontract with Tyler

Technologies (throughthe Almy County Compt r MUNISeaftwase pdoKadei Wee ) f
have agreed to purchase Accounting GL/BG/AP, Purchase Orders, Payroll, and Accounts Receivable. C
modules will be purchased as implementation progresses.

4. Increased separation afttigs between the bookkeeper and the Town Clerk receiving cash receipts. (The same
employee producing the bank reconciliations should not be handling cash and/or checks with deposits to the be

ResponseThe Town Supervisor now completes all bank egiedions so that the Town Clerk and
Bookkeeper are not reconciling their own accounts. Limited office staff makes it difficult, if not impossible
to have anyone but the Town Clerk make the bank deposits.

Limited staffing does not relieve the Town Boardf its responsibility for establishing mitigating and

compensating controls when the Town has limited personnel. The Town Board should ensure that the same

employee producing the bank reconciliations should not be handling cash and/or checks with deposits

the bank.

Bank Reconciliations: Recommendations

1. Consistently train employees to perform bank reconciliations.
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ResponseAny employee that performs bank reconciliations is trained by the department head and/or its
clerk. They are advised of pinecesses/ procedures used in rekegping and are given access to all
materials necessary to complete an accurate reconciliation of bank accounts.

Increase internal controls to ensure that checks and balances are in place to verify bank seperfoitiatdrby
Town staff. (The same individual that processes a
reconciliations, handle cash, checks, or make deposits.)

ResponseAll bank reconciliations for the Town Clerk and Clerkl/ Bookkeepeowarperformed by the

Town Supervisor. Clerkl/ Bookkeeper processes the checks, which are signed by the Town Supervisor.
limited office staff, we will attempt to make other arrangements for bank deposits, which are presently m
by the Town Clerk.

Implement a financial and accounting software package that allows automated check reconciliation programs.

ResponseThe Town Board has unanimously voted to enter into aytraeeontract with Tyler

Technol ogies (through tOffiie)fokthdir Manis sofveare package G\e imgve r
agreed to purchase Accounting GL/BG/AP, Purchase Orders, Payroll, and Accounts Receivable. Other
modules will be purchased as implementation progresses. It is our understanding that this software pacl
includes an automated check reconciliation program.

Procurement Policy: Recommendations

1.

2.

Section 2 of Local Law states that every town officer, department head, or other personnel with requisite purche
authority (hereaft er).Puraghdsiagageatdesporsibildies shoudde carffralized viith anly
one Purchasing Agent and a Deputy Purchasing Agent. This process should not be decentralized thus reducing
procurement policy process and internal controls.

Response:We arenotser t o what 0Section 2 of Local Lawéd 1
Rensselaerville has limited pool of personnel to segregate these duties. It is hoped that the Purchase O
module oMUNIS will help improve the procurement process.

There is arrently no software that the Town uses as a purchasing system. The process is all manual and there i
currently no encumbering process. This is necessary to follow NYS procurement guidelines.

ResponseThe MUNISs of t war e contains a Purchase Order m
first round of implementation.

If a bidder is not deemed responsible, facts supporting that judgment shall also be documented and filed with th
record supporting the procurent. This was not done, only stated that the bidder was not selected.

ResponseThis will be done from this point forward.

Section 7 Exemptions states that no solicitation of written proposals or quotes shall be required for retaining or
acquirinppr of essi onal services. This always should be i

ResponseWe ar e not sure to what oO0Section 7 Exempt.|
will request the Town Attorney to write an amendment to owrBnoent Law so stating the concept noted
above. We will then follow proper protocol with regard to a Public Hearing and adoption of the amended
law.

It is in the best interest of the Town for the Town Board to adopt a policy However, not required by GML
103 and 104b that bids should go out on professional Services.

1¢
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Fixed Assets: Recommendations
1. Contract with an appraisal company to perform a current valuation on all Town assets.
Responsel amawaiting a list of vendors fr(jj litm order to bgin the process.

2. Acquire fixed assets system that wil!/l add, wupdate
performed by this system to keep compliant with GASB requirements.

ResponseThe MUNIS software system has a Fixed Assets Module that will do all of what is being
recommended. The purchase and implementation of this module will take place sometime in the future,
the first set of modules is installed and implemented.

3. Acquire an addithal system that can be used offsite to collect fixed asset information and upload into the fixed a
module.

ResponseThis is something that will need to be addressed in the future, once vie-dateupith our
entire Fixed Assets Inventory.

4. Fixedassets should also integrate with the purchasing software, so the Town is aware every time an asset is pu

Responsel t i s our understanding that the Fixed As.
automatically.

Financial, Accouwnting, and Other Software: Recommendations
1. Purchase an integrated-teak financial and accounting software system.

ResponseThe Town Board has authorized the purchase, installation, and implementatiob/df$he M
software system. The Accounting Meds an integrated, réiahe financial and accounting program.

2. Explore ways for the Town to save funds by utilizing existing policies and procedures.
ResponseThis is something we strive to do on a continuous basis.

3. The County assists in the impletagon and purchase of new financial and accounting software.
ResponseThe Town Board has agreed to enter into ayle@econtract with Tyler Technologies (for the
MUNISs oft ware system) through Al bany County. The
assist in the implementation and training of the various modulestiNHe software system.

4. The County assists in streamlining policies, procedures, aiadl ¢orgrols.
Responselt is our understanding that, as the County works with us in the implementation and training w
regards to thBIUNIS software modules, they will recommend various changes to our policies, procedures
and internal controls. Itilcumbent on the Town Board to seriously consider these recommendations and
implement those appropriate to our situation.

FEMA: Recommendations

ResponseAll FEMA recommendations will be taken seriously and implemented when the Town become
eligible fo FEMA funding in the future.
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1. Based on a single Town FEMA Clerk processing all project reporting, and because of the complexity of the FEN
process, it is recommended that the reconciliation process and final completion of work is verified by another
empbyee in management and reviewed by the Town Board on a monthly basis.

ResponseSee above.

Most of the Towndbs problems in regards to FEMA we
recordkeeping and the lack of oversight by the Town Board. The Town B, the previous Town

Supervisor and the current Town Supervisor failed to ensure that the Town Bookkeeper established the
proper General Ledger (GL) accounts and bank accounts. The Town Board also failed to monitor and
ensure that t he dakEwek was peefored ® stahdatdi TeesTown Board and the Town
Supervisor should have maintained oversight of th
indirectly passed this responsibility to the Highway Superintendent. The Highway Superintére n't & s
authority does not supersede the Town Boarddbs st a

The Town hired an outside vendor to complete the FEMA documentation and filing. The vendor was
unable to render services properly to the Town. It veadetermined that the vendor could not perform
services as they were unable to obtain necessary information from the Town.

The Town Board should ensure that the Town Supervisor, Town Board members and the Town Bookkeeper
have an adequate understanding of the NYS Chart of Accounts as prescribed by OSC and New York State
Emergency Management OfficaPUBLIC ASSISTANCE PROGRAM (Infrastructure Support Prograim)
Handbook of Policies and Guidelines This understanding should also include a proper understanding of

GL journal entries. The Town Board should also establish policies to ensure that the Town Board members
receive a monthly cal receipts journal identifying cash recejpts coming in and cash disbursements going
out.

2. Deficiency exists in Accounting, Internal Control

Responsefuture FEMA projects will be governed by a plan created by the Town Board in conjunction w
the Highway Superintendent to be sure that the Town of Rensselaerville is compliant with all FEMA
Guidelines.

3. FEMA cl erkds dut i es parihgghe FEMAblecumeritsmi t ed only t o pre

ResponseThis will be accomplished through the plan created by the Town Board and Highway
Superintendent.

4. Establish a policy for FEMA documentation to be verified by another employee in supervision. This policy shoul
includea standard for establishing a primary and alternate process for preparing each FEMA project reimbursen
clai méhe Town Supervisor, Town Board member s, Hi g
primary or alternate for FEMA.

ResponseThis will be accomplished through the plan created by the Town Board and Highway
Superintendent.

5. Set up proper MMA for each project still open and create a new cash disbursement checking account for FEMA

ResponseThis will be accomplished through than created by the Town Board and Highway
Superintendent.
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6. Town Board is required to audit and approve
in the Board

approval must be accurately recorded

ResponseThis will ke accomplished through the plan created by the Town Board and Highway
Superintendent.

All claims must be written, itemized, and accurate, include evidence of the approval of the Town official respons
for the FEMA reporting for reimbursement, araude evidence that the documents to be used are accurate.

Responselt is our expectation that thUNIS accounting module will provide us with a way in which to
code invoices so that they are specific to a particular FEMA project.

Town should reappfer reimbursement for the Pearson Road culvert (an additional $373,676.18)

ResponseThe Town Board continues to consider this recommendation. Our hesitation is based on advic

from | SEV O/FEMA representative. She does not recommendnuen appeal for

the following reasons:

1) We have already been granted anth#éact time extension.

2) Any change in the scope of work needed prior approval, which we did not have.

3) The work done on Pearson Road was verily outside the scope of wodedutho

4) According to her calculations, we had already received $114,000 more than we spent on other proje

5) If we submit a request foreensideration, FEMA could very well audit all projects and paperwork for
that particular disaster. (This is one cartbat this Town Board does not share ||| GG

NOTE: Regarding your observation re: 0The FEMA CI
from the Townds files. 6 The Town Su prandsheaftirmedsvipab k e
the Supervisor had already surmidbdt is, because of the political climate that existed at the time, as a matter of
seltprotection and seffreservation, the clerk made copies of documentation regarding FEMA issues to keep at
home. At no time ever were original documents ever removed from Town Hall.

Response: The FEMA clerk should not have any copies or originals of Town banking information at her home.

Notes:

Management 6s Responsibility for Internal Control s
http://www.osc.state.ny.us/localgov/pubs/lgmg/managementsresponsibility. pdf

The Practice of Internal Controls Oct 2010
http://www.osc.state.ny.us/localgov/pubs/lgmag/practiceinternalcontrols.pdf

1€
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CERTIFIED PUBLIC ACCOUNTANTS, P | Bdvard J.Gowerll, cea

INDEPENDENT ACCOUNTANTS’ REPORT
ON APPLYING AGREED-UPON PROCEDURES

July 20, 2009

To the Town Council
Town of Rensszlaerville
87 Barger Road

Medusa, New York 12120

Dear Council members:

We have performed the procedures enumerated in Attachment 1, which were agreed to by the Audit
Committee, solely to assist the Town of Rensselaerville (the “Town™) in conducting én internal control
risk assessment, for the year ended December 31, 2008. The Town Council is responsible for the
adequacy of the procedures. This agreed-upon procedures engagement was conducted in accordance with
attestation standards established by the American Institute of Certified Public Accountants. The
sufficiency of these procedures is solely the responsibility of those parties specified in the report.
Consequently, we make no representation regarding the sufficiency of the procedures described, either for
the purpose for which this report has been requested or for any other purpose.

The results of the initial risk assessment and related findings are contained in Attachments 2 and 3,
respectively, Additionally, we have enclosed additional information in Attachments 1 and 4 that will
assist the Town in understanding our approach and define the framework for Internal Controls. We will
be available, upon request, to discuss the resulits of the detailed testing with the Town Council and
Management.

We were not engaged to, and did not, conduct an audit, the objective of which would be the expression of
an opinion, on the specified elements, accounts, or items. Accordingly, we do not express such an
opinion. Had we performed additional procedures, other matters might have come to our attention that
would have been reported to you.

-1-
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TOWN OF RENSSELAERVILLE

INDEPENDENT ACCOUNTANTS’ REPORT
ON APPLYING AGREED-UPON PROCEDURES

This report is intended solely for the use of the Town’s management, the Town Council, and legal counsel
and cannot be used by, citculated, quoted, disclosed, or distributed (0 any (hird pairty without Sickler,
Torchia, Allen and Churchill CPAs, PC’s (“STAC”) written consent.

While our reports may contain recommendations, please note that to ensure our independence; we do not
perform management functions; make management decisions; or give the appearance of acting in a
capacity equivalent to 2 member of the Town’s management or as an employee. Any comective action
taken by the Town is the responsibility of the Town,

‘We appreciate the opportunity to be of service to the Town.

Very truly yours,

Sickler, Torchia, Allen & Churchill, CPAs, PC

Lokl Sonsdln @Hrv M//}/.c.

Hudson, New Yotk e, o
Attachment(s) 4/as stated.




TOWN OF RENSSELAERVILLE Abtackient1

SCOPE AND METHODOLOGY

Scope of work

The risk assessment was performed on the fiscal activities undertaken by each of the noted departments
below during the year ended December 31, 2008 as requested by the Town. These departments included;

Town Fiscal Office
Town Assessors Office
Town Highway Department
Town Justice Office
Transfer Station
Town Clerk

Methodology

The risk assessment was performed using a top-down risk-based approach beginning with the
identification of significant risks as perceived by those charged with responsibility for their respective
departments as they are in the best position to understand key areas of uncertainty and vulnerability. To
further understand the organizations risks we developed and mailed risk assessment surveys relating to
fraud and related party risks to key employees at the Town. Additionally, we required the Town complete
a segregation of duties matrix which we utilized in directing our approach.

Additionally. we performed the following steps:

General Areas

In an effort to gain an overview of the activities of the entity for the period noted above, we examined
certain documents that provided information relating to the entity as a whole and assisted us in focusing
our approach.

* Reviewed pertinent documentation, including but not limited to;
2007 and 2008 Annual Update Document (AUD)

2007 Office of State Comptroller Aundit Report 2007M-80
2008 Town Council minutes

Town Employee Policy Manual

Town Procurement Policy

Town Code of Ethics

Town Collective Bargaining Agreement with [IUOE
December 2008 Abstract

Quickbooks file

2008 and 2009 Town Budget

Job Descriptions for Key personnel

® & & & & O o & 0 & 0

= Reviewed a segregation of duties matrix completed by the Town which highlighis possible
concentration of incompatible duties and summarizes the flow of key transaction cycles.

See independent accountants’ report on applying agreed-upon procedures.

A



TOWN OF RENSSELAERVILLE Attachnent 1

SCOPE AND METHODOLOGY

General Areas (continued)

* Surveys soliciting knowledge of refated party transactions and fraud concerns were sent to key
parties including;
¢ All Council members
Legal Council
Town Supervisor
Town Clerk / Tax Collector
Town Justices
Highway Superintendent
Code Enforcement Officer
Chairman of Assessors

® & ¢ o o o o

Test to determine whether controls are in place and operating
Walkthroughs

In an effort to determine the operating effectivencess of the Town's internal controls, we performed
walkthrough procedures. Walkthroughs contain a combination of inquiry, observation, and
inspection procedures and are, therefore, normally sufficient to evaluate design effectiveness.

In a walkthrough, we question personnel involved in each point at which important processing
procedures or controls occur about their understanding of what is required by the entity’s prescribed
procedures and controls. We observe the handling of records and related assets and determine
whether the processing procedures are performed as prescribed and on a timely basis. We remain alert
for exceptions to prescribed procedures and controls or indicators of fraud. To corroborate
information, we ask personnel to demonstrate what they do and to describe their understanding of the
preceding and succeeding processing or control activities. We also consider the competence and
understanding of the person performing the procedure.

*  We performed walkthroughs of internal controls relating to;
¢ Wiretransfers

Bank Reconcitiations

Proper 1099 & W2 Reporting

Reporting to Employee Retirement System

Timecard Authorizations and Payroll Pay Cycle

Bidding Requirements

Authorization to Purchase

Authorization to Pay

Tax Collection Receipts

Town Clerk Receipts

See independent accountants’ report on applying agreed-upon procedures.

-4-



TOWN OF RENSSELAERVILLE Attdchirent1

SCOPE AND METHODOLOGY

Live Interviews

We conducted interviews with key personnel to gain a better understanding of the business
objectives and identify key risks that hinder the achievement of these objectives. The interviews
were performed by;

STAC Interview Participants:

Senior Auditor

The personnel interviewed included;
e Town Supervisor

Town Bookkeeper

Town Clerk / Tax Collector

Town Justices

Highway Superintendent

Code Enforcement Officer

Town Assessors (2 of 3)

Transfer Station Attendant

¢ & 9 ¢ & » o

We summarized the key risks discussed by management during the risk assessment interviews.

Develop the Report

Develop the risk assessment report
Present the risk assessment to the senior management team and subsequently to the Town Council

We have defined the four key risk rating categories that we believe best represent the risk elements of the
auditable units at the Town. The categories include: financial, information systems, operational, strategy.
These risk categories are defined below:

Financial Risk — The risk associated with financial commitments of the organization, including
financial reporting and communications, obsolescence, credit, treasury, investment risks, cash
flow, fraud and theft.

Information System Risk — The risk that data is not genuine, complete or accurate, or recorded
and accumulated correctly or readily accessible and the risk that unauthorized persons can access
proprietary or confidential data or knowledge.

Operational Risk — The risk that the right products and/or services will not be provided to
customers at the appropriate time, place and price.

Strategy Risk — The risk to not meeting the strategic objectives of the organization arising from
adverse business decisions or improper implementation of those decisions.

During our risk assessment review of the Town, we identified certain risks through synthesis of the
information obtained through our procedures noted above.

See independent accountants’ report on applying agreed-upon procedures.
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TOWN OF RENSSELAERVILLE Attachinent:1

SCOPE AND METHODOLOGY

For purposes of this report we have defined a risk as the negative outcome from an event, condition,
action, or process that may adversely affect the organization's ability to meet business objectives, cause
dispute with a legal or governing authority, or detract from the overall quality of its personnel and
services.

The matters discussed in this section are situations, conditions and processes that we became aware of
during our review. a description of the risk associated with our findings is presented for your
consideration.

Additionally, we evaluated risks with the additional principal noted below in mind.

= Materiality vs. Perception — at the Town the perception of the organization by the public,
employees, clients, donors and volunteers at times is more important than the concept of
materiality. In other words, the dollar amount associated with a risk may not be as important as
the effect that negative perception may create.

See independent accountants’ report on applying agreed-upon procedures.
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