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State of New York
Office of the State Comptroller
Division of Local Government
and School Accountability
[Month] 2013
Dear Village 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 Village 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 Village of Monticello, entitled Board Oversight. This audit
was conducted pursuant to Article V, Section 1 of the State Constitution and the State
Comptroller’s authority as set forth in Article 3 of the General Municipal Law.
This audit’s results and recommendations are resources for local government 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

3

**DRAFT-NOT INTENDED FOR EXTERNAL DISTRIBUTIONS CONTAINS NON-FINAL, INTRAAND/OR INTER-AGENCY MATERIALS THAT MAY BE EXEMPT FROM DISCLOSURE UNDER THE
FREEDOM OF INFORMATION LAW**

Introduction
Background
The Village of Monticello (Village) is located in the Town of Thompson in Sullivan County. The
Village has 6,726 residents and provides various services, including police protection, road
maintenance and snow removal, and general government support. Additionally, the Village
provides sanitation, water distribution, and sewage treatment (utilities). The Village’s annual
budget for the 2012-13 fiscal year was $11.9 million, funded mainly from real property taxes,
State and Federal aid, and utility fees.
The Village is governed by the Board of Trustees (Board) which comprises an elected Mayor
and four elected Trustees. The Trustees, along with the Mayor, are responsible for the overall
management and oversight of Village operations. The Village Manager1 (Manager), who is
appointed by the Board, is the administrative head of the Village. The Village Treasurer2
(Treasurer), who is appointed by the Mayor, is the custodian of all Village money and is
responsible for collecting, recording, and disbursing money under the direction of the Board. She
is also responsible for maintaining the accounting records, signing checks, and preparing all
internal and external financial reports, including the annual financial report which must be
submitted to the Office of the State Comptroller annually. The Village Clerk/Tax Collector
(Clerk), who is also appointed by the Mayor, is responsible for billing, collecting, and recording
all real property taxes in the subsidiary accounts, along with maintaining records and a list of all
properties with outstanding real property taxes.
Objective
The objective of our audit was to assess the oversight provided by the Board. Our audit
addressed the following related question:


Did the Board properly oversee Village operations?

Scope and Methodology
We examined Board oversight of the Village for the period August 1, 2011 through March 14,
2013. We extended our scope back to 2004-05 for recreation department revenues.
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.

Comments of Local Officials and Corrective Action

1
2

The Village Mayor is currently acting as the Village Manager.
During our audit period the Treasurer resigned and then assisted the Village only on a part time basis.
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The results of our audit and recommendations have been discussed with Village officials and
their comments, which appear in Appendix B, have been considered in preparing this report.
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 the 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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Board Oversight
The Board governs the Village and is responsible for the general management and control of the
Village’s finances and operations to ensure the financial health of the Village so that necessary
services can be provided to its constituents. The Board meets this responsibility by providing
oversight for fiscal operations and reviewing fiscal objectives and associated risks for each
department. In some cases, direct oversight should be provided, and, in other cases, oversight can
be provided by policies that establish control procedures. In addition, the Board should conduct
or provide for audits as necessary and take corrective action as suggested in those audits.
The Board must provide oversight to virtually all aspects of Village operations, including
ensuring that only Board-audited and approved expenditures are made, that accurate and up-todate financial records are maintained, and that revenues owed are billed and collected at the
Board-established base and penalty rates. The Board should work with its Treasurer and
department heads to ensure that its fiscal oversight responsibilities are met.
The Board did not properly oversee Village operations. The full Board did not audit all claims,
which totaled approximately $19 million, as required, to ensure that moneys were not used for
non-village purposes. The Board also did not ensure that Village officials maintained accurate
and up-to-date accounting records and, therefore, did not receive timely and accurate reports.
Such reports were needed to determine the Village’s financial position and to make sound
financial decisions. As a result, the Village is experiencing cash flow issues, and received notices
regarding insufficient funds totaling over $147,000 for Village bank accounts. In addition,
Village officials are not ensuring they are receiving all money that is due the Village – in fact,
real property tax or utility payments and/or penalties totaling more than $40,000 were not
collected, including $213 for six accounts belonging to Village officials. Furthermore, officials
do not know the amount of cash available to fund operations, the amount owed to the Village for
real property taxes, or the Village’s overall fiscal health. All of these conditions place the
Village’s financial operations at high risk of abuse or errors and jeopardize the Village’s ability
to provide services to its residents.
Board Action – The Board has taken no action to correct issues outlined in our prior report of
examination3 or the management letter from the Village’s CPA for the fiscal year ended July 31,
2010, received December 2011.4 Both reports identified serious deficiencies relating to the
failure to follow the Board-adopted procurement policy, lack of segregation of duties in the
Business Office and duties performed by the Clerk, untimely financial recordkeeping and a lack
of proper claims approval. For example, the entire Board still does not audit the claims as
required by law; rather, as outlined in our prior report, the Board continues to inappropriately
delegate this duty to two Board members, as confirmed in our sample of 39 claims totaling
approximately $128,000. Furthermore, of this sample, four claims totaling $3,100 were paid
without any Board member approval. In addition, the total amount of the bills on Board3

Our prior audit report was released January 20, 2012. See: https://www.osc.state.ny.us/localgov/audits/index.htm.
The external audit report for the fiscal year ended July 31, 2011 was not provided to Village officials until May
2013.
4
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approved abstracts exceeded total disbursements that were approved in the Board minutes and
cleared the Village bank accounts.
Table 1: Payments from August 1, 2011, through March 14, 2013
Cleared Village Bank Accounts
Approved in the Board minutes
Listed on Board-approved Abstracts
Audited by all Village Trustees

Total Dollar Amount
$14,282,289
$18,905,041
$19,142,520
$0

Two Board members told us that the Board delegates the audit and approval of claims to two
Board members because that is the way it has always been done. The Treasurer explained that
the checks for the four claims were released without approvals because the bills had to be paid,
or else certain vendors may not do business with the Village in the future due to untimely
payments. The Treasurer could not explain why the total disbursements paid per the abstracts
exceeded the total disbursements that cleared the Village bank accounts; but indicated the
difference could be related to transfers between bank accounts listed on the abstracts that we
excluded from our disbursement total per the bank statements.
Even though we tested 39 check disbursements totaling $128,369 and 88 bank transfers totaling
$1.7 million and found they were for appropriate purposes, the risk is high that moneys could be
used for non-Village purposes. There are no controls that would detect incorrect or fraudulent
payments.
Financial Records – There were numerous deficiencies relating to the accounting records
maintained by the Treasurer and her staff. There were large variances between the balances
reported in the Village’s annual financial report (AFR), the financial statements included in the
CPA report, and the Village’s accounting records.5 There were also prior period adjustments to
fund balance reported in the AFR that the Treasurer could not provide any support for which
included an $805,633 decrease in the general fund and a $6,272 increase in the water fund in the
2010-11 fiscal year. There were also significant adjustments in the 2008-09 fiscal year which
included a $736,804 decrease in the general fund, a $68,020 decrease in the sewer fund and a
$2,325 decrease in the capital fund. Additionally, we noted journal entries that were not always
supported or even appropriately approved. These discrepancies occurred because the accounting
records included various mis-recordings for real property taxes and relevies, utility billing
control accounts were not reconciled to the detail customer accounts, and because bank
reconciliations were not timely or accurate.
Due to the lateness and incompleteness of the accounting records, the CPA was not able to
complete its audit in a timely manner. As a result, the Board did not receive the report for fiscal
year ending July 31, 2011, until May of 2013, which is almost two years from the end of the
fiscal year end. Furthermore, while we were on site in 2013, the CPA audit for fiscal year ending
July 31, 2012 had not begun. Additionally, without accurate reconciliations, recording errors and
irregularities can occur and not be detected. For example, during our audit testing, certain
receipts totaling $125,594, which included moneys from other municipalities, could not be traced
5

See Appendix A for Tables 2 and 3.
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to the accounting records. In addition, receipts totaling $6,3816 could not be traced to the bank
statements.
Moreover, when accounting records are untimely and/or inaccurate, the Board does not have a
full understanding of the Village’s current financial position. As a result, financial decisions
made by the Board may not be sound, including the creation of the budget. Based on the AFR
and available records, the sanitation fund is projected to end 2012-13 with a fund balance deficit
of approximately $17,000, after money is transferred to the general fund for sanitation work
performed by employees paid out of the general fund. Projections using the 2010-11 CPA report
indicate that all funds will end 2012-13 in a deficit regardless of transfers. Additionally, the
Village is experiencing cash flow issues. As a result, the Village received notices from its bank
in May 2013 regarding insufficient funds totaling over $138,000 in the general fund bank
account and over $9,700 in the water fund bank account. The Board did not take action regarding
the projected deficits and the part-time Treasurer did not tell the Board about the bank accounts
that had insufficient funds. The budget for 2013-14 does not include a provision to address the
deficits and cash flow problems.
Further, the Board failed to follow the required budget calendar for the adoption of the 2013-14
budget. No public hearing was scheduled and no Board meetings or discussions were held. As a
result, there is a lack of transparency and Village is at risk of being restricted to the prior year’s
budget, which may not address the Village’s current needs. More importantly, the 2012-13
budget included plans to spend surplus funds that are no longer available, significantly increasing
the likelihood that the Village will not have the resources to pay the Village’s bills as they come
due and that the general fund will have a fund balance deficit.
Departmental Receipts – Both the recreation department and the building department had poor
recordkeeping practices for moneys collected. The recreation department did not maintain any
records for moneys received for the use of the recreation building use or for adult sports leagues.
Furthermore, the Director was primarily responsible for the collection of those moneys with no
oversight. This lack of records and oversight is especially concerning given that the average
reported revenue for the recreation department was over $38,000 per year between 2003-04 and
2009-10, but fell sharply in 2010-11 and 2011-12 to $9,100 and $7,800, respectively. Further, the
building department had recorded billed revenue for building permits from May 2012 through
February 2013 of over $83,500. However, out of 18 building permits from that period tested, we
could not trace 14 permits totaling $3,566 to a deposit slip or bank statement deposit.
The failure of the Board to provide adequate oversight over departmental receipts increases the
risk that Village moneys could be misused.
Lost Revenue – Village officials do not know the exact amount of unpaid taxes due to the
Village, and are not collecting all utility fees for residents who live outside the Village, or
collecting all late fees as required. The Clerk maintained a list of unpaid real property taxes that
totaled $4,812,561 but contained properties that were foreclosed on and sold by the County, but
were still being reported as outstanding. As of July 10, 2013, neither the Clerk nor the Treasurer
6

Included in this amount is $1,885 of receipts that could also not be traced the accounting records and therefore, is
included in both amounts.
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could explain the total discrepancy between the list and County records. As a result, the true
amount of real property taxes due to the Village is unknown and could be misstated by millions
of dollars.
Also, late fees for unpaid real property taxes or utility bills were not being assessed. For real
property taxes tested, there were at least seven receipts7 and for utility bills tested, nine of 20
receipts were received after they were due but did not include late penalties. Six of the related
properties belonged to Village officials, including the Mayor’s properties and business, and the
Treasurer’s and a Trustee’s properties. Combined, this resulted in approximately $1,000 in lost
penalty revenue. An account clerk told us the Village gives a one-week grace period for late
payments on utilities, even though there is no authority for extending the time. Also, the Clerk
told us that payments are not always entered timely because the number of payments received
causes them to get behind in posting payments.
In addition, the Village does not enforce payment of unpaid utilities for customers who live
outside the Village. Unpaid utilities for these customers totaled $39,377 for 2011-12. Collection
efforts are impeded because Village officials do not have accurate addresses for all residents who
have outstanding real property taxes or utility bills. We sent confirmation letters to 20 Village
residents with outstanding real property taxes or utilities. Five confirmations (with unpaid bills
totaling $2,953) were returned as undeliverable, indicating that these residents no longer received
mail at the addresses within the Village’s records. According to the Clerk, addresses are updated
only if she receives a forwarding address for real property taxes, or a written request to change
an address for utility billings; therefore, subsequent utilities bills continue to be sent to
undeliverable mailing addresses. The failure to collect amounts due has resulted in lost revenues
totaling in excess of $40,000. These problems occurred and were not detected because there was
a lack of oversight. However, the Treasurer told us some of the causes related to her only
working part time, turnover in a clerk position, and mis-postings by the accounting software.
The failure of the Board members to perform many of the fundamental duties of their positions
has resulted in significant government-wide dysfunction; and contributed to the decline of the
Village’s fiscal health. Even after serious problems were pointed out in a prior State
Comptroller’s Office audit and in CPA audits, the Board failed to take even basic corrective
action. Given all of the serious deficiencies, especially the differences in reported figures, no one
can be sure of the financial position of the Village or even if significant amounts of village
money have been misappropriated. These conditions place the Village’s financial operations at
high risk of abuse or errors and, unless corrected, could jeopardize the Village’s ability to
provide services to its residents.
Recommendations
1. Board members should become much more involved in management and oversight of
Village operations and model an appropriate leadership model. Fast and decisive
corrective action to audit reports and modeling appropriate actions such as each Board
7

We selected 100 percent of the real property tax receipts dated as received on August 31, 2012 that had
corresponding copies of check payments dated in September 2012. However, because other payments did not have
corresponding copies of check payments, this could have occurred more than the seven instances we found.
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member participating in the audit of claims should be a starting point to set an
appropriate tone at the top of village management.
2. Board members should require monthly bank reconciliations and budget to actual
statements and use them to continually monitor financial operations of the village.
3. The Board should provide adequate oversight over all Village operations by establishing
policies and monitoring compliance with those directives.
4. All Board members should audit and approve all claims prior to payment, and ensure that
disbursements are made by the Treasurer only after such approval.
5. The Board should require the Treasurer to ensure all accounting records are up-to-date
and accurate, and that timely and accurate bank reconciliations are prepared monthly.
6. The Board should gain a full understanding of the Village’s current financial position and
closely monitor the Village’s fiscal health.
7. The Board should ensure that the recreation department maintains adequate records for
the use of the recreation building and adult sports leagues and that the building
department maintains adequate records for building permits issued to ensure that all
moneys received are deposited.
8. The Board should require the Clerk to determine the true amount of real property taxes
outstanding and maintain an accurate list going forward.
9. The Board should require Village officials to implement procedures to ensure all
revenues for real property taxes and utility charges, including penalties, owed are billed
and collected at the Board-established rates.
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APPENDIX A
TABLES
Table 2: Annual Financial Report (AFR) to CPA for 2010-11
AFR
General Fund, Total Fund
Balance
Sanitation Fund, Total Fund
Balance
Water Fund, Total Fund Balance
Sewer Fund, Total Fund Balance
Real Property Tax Receivable
(Net Uncollectable)
Capital Projects Fund Transfers In
Water Fund Transfers Out
Sewer Fund Transfers Out

CPA Financial
Statement

Difference

$930,310

($2,688)

$932,998

$1,222,090

$819,527

$402,563

$720,239
$608,934

$104,723
$76,144

$615,516
$532,790

$1,461,837

$626,726

$835,111

$10,000
$102,307
$96,776

$2,450,000
$99,987
$2,539,096

($2,440,000)
$2,320
($2,442,320)

Table 3:AFR to Accounting Records for 2011-12
AFR

General Fund Revenues
General Fund Expenditures
General Fund Assets
General Fund Liabilities
Sanitation Fund Revenues
Sanitation Fund Expenditures
Sanitation Fund Assets
Sanitation Fund Liabilities
Water Fund Revenues
Water Fund Expenditures
Water Fund Assets
Water Fund Liabilities
Sewer Fund Revenues
Sewer Fund Expenditures
Sewer Fund Assets
Sewer Fund Liabilities
Capital Projects Fund Revenues
Capital Projects Fund
Expenditures
Capital Projects Fund Assets
Capital Projects Fund Liabilities

Accounting Records

Difference

$7,096,235
$6,632,116
$2,401,340
$1,006,909
$1,136,996
$2,254,329
$321,223
$216,465
$1,252,232
$1,581,156
$535,575
$144,261
$1,245,921
$1,437,665
$439,604
$22,413
$222,600

$6,883,463
$6,628,034
$2,178,665
$1,079,547
$1,398,073
$2,250,719
$586,482
$261,465
$1,558,421
$1,581,656
$841,264
$144,261
$1,428,863
$1,438,254
$621,958
$22,413
$2,222,600

($212,772)
($4,082)
($222,675)
$72,638
$261,077
($3,610)
$265,259
$45,000
$306,189
$500
$305,689
$0
$182,942
$589
$182,354
$0
$2,000,000

$1,458,136

$3,238,174

$1,780,038

$1,619,530
$2,553,410

$1,821,062
$2,388,410

$201,532
($165,000)
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APPENDIX B
RESPONSE FROM LOCAL OFFICIALS
The local officials’ response to this audit can be found on the following page(s).
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APPENDIX C
AUDIT METHODOLOGY AND STANDARDS
Our overall goal was to assess the Board’s oversight of Village operations for the period August
1, 2011 through March 14, 2013. We extended our scope back to 2004-05 for recreation
department revenues. To accomplish our audit objective and obtain valid and relevant audit
evidence, we performed the following procedures:


We interviewed Board and Village staff members to gain an understanding of procedures
regarding the budget development and monitoring processes, accounting records, cash
receipts and disbursements, audit and approval of claims, payroll, and purchasing, and if
Board oversight was provided.



We reviewed monthly reports to the Board and determined if those reports were timely,
adequate and accurate.



We reviewed findings in the Office of the State Comptroller report of examination for the
period August 1, 2009 to October 7, 2010 and the 2009-10 and 2010-11 CPA
management letters and determined if corrective action has been taken by the Board.



We reviewed bank statements, Board minutes and abstracts from August 1, 2011 to
March 14, 2013 to determine if amounts clearing the bank agreed with the Board minutes
and the abstracts approved by the Board.



We obtained bank statements for September 2012 and January 2013 for general, water,
sewer, and sanitation fund checking accounts. We selected a sample of checks from each
statement and traced them to Board-approved abstracts and claim vouchers to determine
if checks that cleared the bank were audited, approved, appeared on Board-approved
abstracts, and were for legitimate Village expenditures prior to being disbursed. For the
September 2012 bank statements, we selected every third check (up to five per statement)
starting with the first check. For the January 2013 bank statements, we selected every
third check (up to five per statement) starting with the last check.



We projected revenues, expenditures and ending fund balances through the end of 201213 for the general, sanitation, water, and sewer funds to determine if any funds would end
in deficits and then determined what, if anything, the Board did to offset projected
deficits.



We compared 2010-11 fiscal year end fund balances and transfers between accounts as
reported in the 2010-11 Annual Financial Report (AFR) to the CPA report and the
accounting records to determine if there were differences. We also compared balance
sheet accounts and total revenues and expenditures reported in the AFR to the accounting
records to determine if amounts agreed.
13
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We reviewed all prior period adjustments in our audit period as reported in the AFR and
attempted to locate and review supporting documentation to determine what caused the
adjustments and if the adjustments were reasonable.



We reviewed supporting documents for a sample of 10 journal entries adjusting revenue
and expenditures codes and a sample of 10 journal entries affecting cash accounts to
determine if entries were supported and approved.



We reviewed all bank reconciliations in our audit period, noting the date they were
prepared, to determine if reconciliations were being done timely. We also reviewed bank
reconciliations for February 2013 verifying that any outstanding checks, deposits and
bank adjustments were legitimate and supported. We also traced reconciliation balances
to Village accounting records to determine if reconciliations were accurate.



We obtained a list of all moneys sent to the Village from Sullivan County. We selected
and traced 10 payments from the County report to Village cash receipts reports, deposit
slips and bank statements to determine if receipts were deposited timely and intact and
were charged to the proper account code.



We inquired of Village officials and staff members to determine who was responsible for
assessing, enforcing, collecting, depositing and recording receipts for water, sewer,
sanitation, real property taxes, code enforcement, recreation and other revenues.



We obtained a list of permits issued from May 2012 through February 2013. We selected
18 to review the code enforcement file noting the type of project being performed and
compared amounts charged by the code enforcement office to the Board-adopted fee
schedule to determine if the amounts charged agreed and if the amounts received were
deposited.



We reviewed reports of outstanding real property taxes to determine the total number of
properties with outstanding real property taxes and the total amount owed to the Village.



We gained an understanding of how utilities were relevied and real property tax warrant
amounts were recorded in the accounting records and traced those amounts from the tax
warrant to the accounting records to determine if correct amounts were recorded.



We obtained the relevy list as of June 27, 2012 and compared it to the 2012-13 tax roll, in
total, to determine if the amounts relevied agreed to the amounts outstanding. We also
traced 10 properties from the relevy list to the tax roll to determine if amounts
outstanding were relevied to the proper accounts and in the proper amounts.



We selected 20 real property owners noted as paying their tax bill from the 2012-13 tax
roll and traced from the tax roll to cash receipt reports, deposit slips, and bank statements
to determine if correct amounts were paid and if receipts were deposited timely and
intact. For those selected where interest or penalties should have been assessed, we also
14
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determined if correct amounts were assessed and collected. Our sample included all
Board members, the Manager, the Treasurer, the Clerk, and account clerks.


We selected 20 utility receipts from September 2012, November 2012, and January 2013
cash receipts reports and recalculated billing amounts based on usage per the meter
reading books and Board-adopted rates, including penalty assessments, and traced
amounts paid to deposit slips and bank statements to determine if proper amounts were
billed, collected, and deposited timely and intact. We also compared usage amounts
entered into the billing system to meter reading books to determine if usage amounts
agreed. Our sample included all Board members, the Manager, the Treasurer, the Clerk,
and account clerks.



We sent confirmation letters to 20 real property owners to determine if outstanding
amounts reported in the Village’s records regarding real property taxes and utilities
agreed with property owners’ records.

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.
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APPENDIX D
HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT
To obtain copies of this report, write or visit our web page:

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/
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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
Nathaalie N. Carey, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING
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