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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability

June 2007

Dear Local Offi cials:

A top priority of the Offi ce of the State Comptroller is to help local government offi cials manage 
government resources effi ciently and effectively and, by so doing, provide accountability for tax dollars 
spent to support government operations. The Comptroller is mandated to oversee the fi scal affairs 
of local governments statewide, as well as their compliance with relevant statutes and observance 
of good business practices. This fi scal oversight is accomplished through our audits, which identify 
opportunities for improving operations and Board of Representatives governance. Audits can also 
identify strategies to reduce costs and to strengthen controls intended to safeguard local government 
assets.

Following is a report of our audit of the County of Otsego, entitled County Treasurer’s Financial 
Operations. This audit was conducted pursuant to the State Comptroller’s authority as set forth in 
Article V, Section 1 of the State Constitution, and Article 3 of the General Municipal Law.  

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

Respectfully submitted,

Offi ce of the State Comptroller
Division of Local Government
and School Accountability
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The County Treasurer (Treasurer) serves as the chief fi scal offi cer and is responsible for the fi nancial 
operations of the central treasury.  This includes maintaining the County’s central accounting system, 
providing reports of fi nancial activities on a timely basis, monitoring and enforcing the budget, 
processing payroll and investing idle moneys. During the 2006 fi scal year, the treasury had a staff of 
12 and handled virtually all fi nancial transactions associated with the County’s $87 million budget.

Oversight of the fi nancial activities of the County should be a priority of both the Board of Representatives 
(Board) and the Treasurer.  The Board is responsible for providing general managerial oversight of 
County Treasury operations, and the Treasurer is responsible for providing managerial oversight over 
her offi ce operations to ensure that accurate and timely accounting records are maintained and accurate 
fi nancial reports are prepared and distributed in a timely manner.  The Treasurer is also responsible 
for processing payroll for approximately 800 County employees and ensuring that the County is 
maximizing interest revenues.  

Scope and Objective 

The objective of this audit was to determine if County offi cials were properly managing fi nancial 
operations to safeguard County assets.  Our audit addressed the following related questions for the 
period January 1, 2005 through July 17, 2006:

• Has the Board provided adequate oversight of the Treasurer’s operations? 

• Do ineffi ciencies exist in the Treasurer’s offi ce and has the Treasurer provided adequate 
oversight over offi ce related practices and procedures, which affect the ability to provide timely 
and complete fi nancial information?

• Has the Treasurer maintained accurate and timely accounting records in order to provide the 
Board and department heads with fi nancial reports to help them manage County operations? 

• Has the Treasurer invested idle funds in such a manner that allows for maximization of earning 
potential?

• Have County offi cials established adequate internal controls over the payroll and personal 
services functions and are those controls operating effectively?

Offi ce of the State Comptroller
State of New York

EXECUTIVE SUMMARY
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 Audit Results 

The Board did not provide adequate oversight over the Treasurer’s operations and did not provide the 
necessary resources and technologies to help staff perform their duties until the middle of 2006, when 
a new computer system was acquired.  In addition, the Treasurer did not develop written policies and 
procedures to manage operations effi ciently and effectively. 

These conditions, coupled with high staff turnover, perpetuated practices that were duplicative and 
time consuming.  Consequently, accounting records and fi nancial reports were not current and several 
departments expended their own resources to maintain records for management purposes.  

The Board has adopted an investment policy.  However, the policy was not comprehensive, nor was 
it periodically updated.  In addition, interest revenue was not maximized.  We estimated that for a six 
month period in 2006, approximately $85,000 in additional interest revenue could have been earned 
by investing idle funds at the highest available rates.

Finally, payroll job functions were not properly segregated, payroll processing required signifi cant 
manual data entry, and payroll and personnel system user access rights were not suffi ciently restricted.  
As a result, there is an increased risk that errors or irregularities could occur and remain undetected 
and uncorrected.  We also identifi ed a former employee who was underpaid by approximately $1,200 
for a vacation buyout.  

Comments of Local Offi cials

The results of our audit and our recommendations have been discussed with local offi cials and their 
comments have been considered in preparing this report. We received separate responses from the 
Chairman of the Board of Representatives and the County Treasurer which appear in Appendix A.  
Although County offi cials generally agreed with our recommendations and indicated they planned 
to initiate corrective action, the Board does not agree with at least part of our audit fi ndings and 
recommendations. Appendix B includes our comments on the issues raised in the Board’s response 
letter.
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Background

Introduction

Objective

Otsego County is located in central New York State and according to 
the 2000 Federal Census has a population of 62,231. The County is 
governed by the Board of Representatives (Board), which comprises 
14 elected representatives, one of whom also serves as its Chairman.  
The Board is responsible for the general oversight of the County’s 
fi nancial affairs and for safeguarding its resources, among other 
managerial responsibilities. Forty-six departments provide County 
services, including general governmental support, road maintenance, 
improvements and snow removal, public health and safety, social 
services and a skilled-nursing facility.  The County primarily funds 
these services from real property and sales taxes, State and Federal 
aid and various departmental revenues. During the 2006 fi scal year, 
the treasury had a staff of 12 and handled virtually all fi nancial 
transactions associated with the County’s $87 million budget.

The County Treasurer (Treasurer) serves as the chief fi scal offi cer 
and is responsible for the day-to-day fi nancial operations of the 
central treasury. This includes providing oversight of individuals 
whose duties include maintaining the County’s central accounting 
system, providing reports of fi nancial activities on a timely basis, 
monitoring and enforcing budget authorizations, processing payroll 
for approximately 800 County employees and ensuring that the 
County is maximizing interest revenues.  

The objective of this audit was to determine if County offi cials were 
properly managing fi nancial operations to safeguard County assets.  
Our audit addressed the following related questions:

• Has the Board provided adequate oversight of the Treasurer’s 
operations? 

• Do ineffi ciencies exist in the Treasurer’s offi ce and has the 
Treasurer provided adequate oversight over offi ce related 
practices and procedures, which affect the ability of staff to 
provide timely and complete fi nancial information?

• Has the Treasurer maintained accurate and timely accounting 
records in order to provide the Board and department heads with 
fi nancial reports to help them manage County operations? 

• Has the Treasurer invested idle funds in such a manner that 
allows for maximization of earning potential?

• Have County offi cials established adequate internal controls 
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over the payroll and personal services functions and are those 
controls operating effectively?

During this audit, we examined the fi nancial records of the Otsego 
County’s Treasurer’s Offi ce for the period January 1, 2005 to July 
17, 2006.

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.

The results of our audit and our recommendations have been discussed 
with local offi cials and their comments have been considered in 
preparing this report. We received separate responses from the 
Chairman of the Board of Representatives and the County Treasurer 
which appear in Appendix A. Although County offi cials generally 
agreed with our recommendations and indicated they planned to 
initiate corrective action, the Board does not agree with at least part 
of our audit fi ndings and recommendations. Appendix B includes our 
comments on the issues raised in the Board’s response letter.

The Board of Representatives has the responsibility to initiate 
corrective action. Pursuant to Section 35 of the General Municipal 
Law, the Board should prepare a plan of action that addresses the 
recommendations in this report and forward the plan to our offi ce 
within ninety days. For guidance in preparing your plan of action, you 
may refer to applicable sections in the publication issued by the Offi ce 
of the State Comptroller entitled Local Government Management 
Guide. We encourage the Board to make this plan available for public 
review in the County Clerk’s offi ce.

Comments of
Local Offi cials and
Corrective Action

Scope and
Methodology
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Accounting and Reporting

Operations

The Treasurer is responsible for maintaining timely, complete, and 
accurate fi nancial records.  These records are essential to provide 
necessary information for preparing budgets and reports so that 
management can make informed fi nancial decisions and monitor 
fi nancial operations.  The Treasurer must provide supervision 
and direction to staff through both one-on-one managing and by 
developing and instituting written procedures to help ensure that staff 
will complete their job tasks effi ciently.  The Board should monitor 
the work of the Treasurer to ensure that  timely records are maintained 
and fi nancial reports are distributed on at least a monthly basis.  The 
Board should also provide necessary resources and technologies to help 
eliminate or at least reduce ineffi cient and time-consuming practices.  
It is imperative that accurate up-to-date information be available for 
informed decision-making and external reporting purposes. 

The Board did not provide adequate oversight over the Treasurer’s 
operations and has not requested periodic fi nancial reports or other 
fi nancial information from the Treasurer.  The Board also did 
not provide the necessary resources and technologies to help staff 
perform their duties effi ciently until the middle of 2006, when a new 
computer system was acquired.  The Treasurer has not maintained 
basic accounting records on a current basis.   Financial reports are 
based on outdated information.  They are, therefore, not an accurate 
representation of current operations and are less useful for decision-
making purposes. In addition, the Treasurer did not develop written 
policies and procedures to guide staff, or provide adequate supervision 
for staff, as evidenced by the continuing ineffi ciencies and defi ciencies 
present in the Treasurer’s offi ce.  

Adequate computer technology and effective staff supervision 
facilitate the production of accurate and timely records and reports 
for management’s use.  The Treasurer and her staff were using 
ineffi cient, outdated technology and the Treasurer was not effectively 
supervising her staff.  For example, the Treasurer did not develop 
written policies and procedures to manage operations effi ciently 
and effectively. These conditions coupled with high staff turnover, 
perpetuated practices that were duplicative, time consuming, and 
allowed to become the accepted norm. The following practices and 
procedures have prevented staff from producing adequate fi nancial 
records and reports: 

Software Interface — The Treasurer’s offi ce used computer software 
purchased from an outside vendor to maintain the general ledger 
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and produce fi nancial statement information; whereas, County 
personnel-developed computer software was used to record receipts, 
disbursements, budgets, and process payroll. However, these systems 
did not interface.1  As a result, staff members could not easily record 
or retrieve fi nancial information. 

Single User — The purchased computer software does not allow 
for more than one active user at any time.  Consequently, only one 
staff member is able to input general ledger adjustments.  Other staff 
members often have to wait for this individual to complete posting, 
which inhibits the ability of the entire offi ce to produce reports that 
are accurate, complete and timely, and often holds up the fl ow of 
information. 

System Backup — The software vendor (located approximately 75 
miles from the County Offi ce Building) maintains the server that 
runs the purchased computer software and fi nancial database. County 
offi cials told us that the software vendor periodically makes a backup 
of the data.  A representative from the software vendor verifi ed this 
assertion.  However, when we asked County offi cials and the vendor’s 
representative to provide evidence of any backups or any report 
confi rming that any backups were made, they told us that none was 
available. Given that the software and hardware are approximately 20 
years old, the County is vulnerable to the loss of essential information 
if the computer system malfunctions and adequate backups are not 
available. 

Cash Receipts — The Treasurer and her staff maintain several manual 
records in an attempt to overcome the delays caused by the outdated 
computer system.  For example, several staff members manually 
record cash receipts in a detailed cash receipts journal. At the end 
of the month, one staff member manually balances the entries and 
records the totals in the journal.  Another staff member will again 
balance the cash receipts journal using an electronic spreadsheet, and 
input the information to update the general ledger.  This is a time-
wasting and duplicative practice.  As of July 2006, staff members had 
not balanced the manual cash receipt record since January of 2006.

Cash Disbursements — Cash disbursements are recorded using both 
computer software programs.  The County personnel-developed 
software program is used for preparing purchase orders, abstracts of 
audited claims, and for printing related checks.   However, because 

_____________________
1 An interface is a boundary across which two independent systems meet and act 
on or communicate with each other. In computer technology, there are several 
types of interfaces:  A software interface refers to the languages and codes that the 
applications use to communicate with each other and with the hardware.
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there is no interface between the programs, a staff member must 
manually enter all of this information into the purchased software 
program to update the general ledger.  As of September 2006, the cash 
disbursements information had not been entered into the purchased 
system since December of 2005. 

Deposits — The Treasurer’s staff does not deposit moneys timely.  
Although there is a Board policy that requires deposits to be made 
daily or at least weekly, the Treasurer and the Board have not enforced 
it.   We tested 101 deposits, totaling $10,573,441.  We found that 11 of 
the deposits, totaling $356,196, were not deposited within fi ve days.  
In addition, we found that it took staff fi ve or more days to deposit 
two State aid payments, totaling $568,412, not included in the above 
totals.

Bank Reconciliations — The bank accounts have not been reconciled 
to the County’s books since December of 2005. One staff member 
has sole responsibility for this.  She maintains manual records of all 
cash receipts and disbursements for the Treasurer’s 34 bank accounts.  
She told us that it takes about half a month to reconcile the balances 
this way.  This process requires duplication of effort and does not 
effectively detect errors because the County’s cash records are not 
current.

The Board has not provided adequate oversight for the Treasurer’s 
operations.  Although the Board was aware that the accounting records 
and related reports were defi cient, they only recently addressed 
one area of the Treasurer’s operations, with the purchase of a new 
accounting program.  This program will eventually replace the two 
outdated systems and provide for system backup.  

Timely, complete and accurate fi nancial records and reports are 
essential to make informed decisions about daily operations. Without 
such information, County assets are at risk because decisions may be 
based upon faulty information. The Treasurer did not maintain timely, 
complete, or accurate accounting records.  Therefore, she could not 
provide accurate fi nancial information to County offi cials. As a result, 
individual departments maintained their own records and generated 
their own reports for their respective Board oversight committees.  
We identifi ed the following consequences of inaccurate and untimely 
records:

Budget Management — The Treasurer was unable to effectively 
monitor the budget and prevent over expenditures. The Chairs of the 
Board Committees responsible for departmental oversight, rather 
than the Treasurer, routinely initiated budget transfers.  Although 

Records and Reports
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offi cials did not over expend the 2005 budget in total, several 
individual appropriations, totaling just over $2 million, were over 
expended.  Seventy-one budget transfers were made in March of 
2006 to cover the 2005 over expended accounts.  Again, in July of 
2006, budget transfers totaling $490,000 were made to cover over 
expended accounts for the 2006 fi scal year. The budget is intended to 
be the fi nancial plan for county operations.  Controls should prevent 
budgetary accounts from being over-expended.  When balances in 
budgetary accounts are not suffi cient, the Board should review the 
year to date fi nancial activity and amend the budget.  Making budget 
transfers after the fact, particularly months after the fi scal year is over, 
defeats the purpose of adopting and monitoring the budget.  

Financial Reports — The Treasurer did not fi le accurate annual 
fi nancial reports with either the Board or the State Comptroller in a 
timely manner. The report for the 2005 fi scal year was fi led with the 
State Comptroller on June 19, 2006, and with the Board at about the 
same time.  This was more than a month and a half after the statutory 
deadline of April 30, which included a two-month extension granted 
by the State Comptroller. The annual fi nancial reports were fi led at 
least two months late each year for the last fi ve years. Further, we 
compared balances in the 2005 report to the County’s independently 
audited fi nancial statements and found a difference of $404,100 in the 
general fund accounts payable and reserve for encumbrances accounts.  
We also found a $360,889 difference in the county road fund accounts 
payable and reserve for encumbrances accounts. All these accounts 
had zero balances in the general ledger.  These discrepancies occurred 
because the Treasurer did not adjust the accounting records or the 
annual fi nancial report to refl ect the external auditors’ adjustments to 
account balances.
  
Department Resources — Because the Treasurer’s records were not 
timely, various departments had to keep their own records for use in 
managing day to day operations.  We surveyed staff in four departments 
to determine the amount of time spent maintaining required fi nancial 
records.  The amount of time ranged from one to four months per 
year, per department, for a full-time equivalent person.  Although one 
of the departments would still need staff to maintain fi nancial records 
to prepare reports for outside agencies, the other three departments 
could either eliminate or signifi cantly reduce the time required if the 
Treasurer’s records were current. 

Journal Entries — No journal entries for 2006 were recorded until 
July of 2006.  Further, many entries were unsupported or non-
descriptive. For example, several journal entries had descriptions 
such as “correction” or “reversal,” without further explanation.  The 
Treasurer was unable to provide an explanation for the vague and 
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unsupported entries and indicated that she was not aware that the 
journal entries were not recorded until July of 2006. We also found 
there was a lack of segregation of duties, because the same person 
prepared, reviewed, and approved journal entries, increasing the risk 
that that errors and irregularities could occur and remain undetected 
and uncorrected.

Cash Balance — As of the completion of our fi eldwork, the Treasurer’s 
staff has not reconciled bank balances to the accounting records since 
December of 2005. The December 2005 attempted bank reconciliation 
disclosed a general ledger cash balance that was approximately 
$10,700 greater then the corresponding bank balance.  This was due to 
an uncorrected error on a cash transfer made on December 31, 2005.  
The transfer was incorrectly recorded as a January 2006 transaction.

The Board has not provided adequate oversight over the Treasurer’s 
operations and has not requested periodic fi nancial reports from the 
Treasurer.  Therefore, it is diffi cult for Board members to be fully 
informed about the fi nancial condition of the County.  A County 
Representative told us that the Board trusts the Treasurer to perform 
her responsibilities.  This approach is not appropriate.  A good system 
of internal controls relies upon independent checks and balances 
among various employees, to ensure that work is complete, accurate 
and timely.  

1. The Board should monitor the Treasurer’s accounting system 
conversion process to ensure that the accounting system, fi nancial 
recording, and fi nancial reporting defi ciencies are corrected as 
expeditiously as possible. 

2. The Treasurer should establish a plan to provide needed direction 
to and supervision for, offi ce staff, to help ensure that accounting 
records and reports are complete, accurate and up-to-date.  Training 
on the new accounting system should be provided as appropriate.

3. The Treasurer should provide the Board and department heads 
with accurate and timely fi nancial information including budgetary 
analyses, after verifying that the accounting records are up-to-date 
and cash balances are reconciled.

4. The Board should provide appropriate oversight over the 
Treasurer’s operations to ensure that fi nancial information is 
timely and useful.  

5. The Treasurer should provide for an adequate segregation of 
duties so that no one person preparers, reviews and approves 
journal entries.

Recommendations
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Investment Management Program

The Board in conjunction with the Treasurer is responsible for the 
development and management of a sound investment program. Such 
a program is based on the County’s adopted investment policy, and the 
use of timely and accurate information to make investment decisions. 
A sound investment program should seek to maximize the return on 
investments by investing the maximum amount of money in accounts 
paying the highest interest rates offered. Elements of an investment 
program should include a) adopting a comprehensive investment 
policy; b) soliciting interest rate quotes from competing banks; c) 
investing moneys in those offering the highest rates commensurate 
with acceptable risk levels d) preparing cash fl ow projections 
to estimate available funds; and e) eliminating or at least limiting 
the number of non-interest bearing accounts.  The Board should 
periodically monitor the program to ensure that investment goals are 
met.

The Board and Treasurer were not effectively managing investments.  
The Treasurer had not sought to maximize interest revenue, minimize 
the number of non-interest bearing bank accounts, prepare cash fl ow 
projections, or invest idle moneys.  

The Treasurer should ensure that County moneys are initially 
deposited into interest bearing accounts, when permissible, and that 
idle moneys are invested. Cash fl ow statements should be prepared 
and analyzed to determine the moneys available for investment.  We 
found that the County had deposits in 85 bank accounts in four banks.  
Of these 85 bank accounts, 46 were interest bearing, 35 were non-
interest bearing, and four were certifi cates of deposit. We found the 
County was not maximizing interest revenue. 

Interest Bearing Accounts — We judgmentally selected a sample of 
10 of the 46 interest bearing accounts for the period January 2006 
through June 2006.  The interest rates for this six-month period varied 
greatly from bank-to-bank, as follows:

Bank Accounts

Checking Accounts
Money Market 

Checking Accounts
Money Market 

Savings Accounts
Bank High Low High Low High Low
A N/A N/A 1.14% 0.81% 4.51% 3.90%
B 4.33% 4.00% 2.75% 2.50% N/A N/A
C 1.50% 0.84% N/A N/A N/A N/A
Average * 4.09% 1.22% 2.59% 0.81% 4.24% 4.01%
                                   * Weighted average.  Rates changed month-to-month.
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Investment Policy

Based on our analysis, the County could have earned about $76,000 
in additional interest revenue in the six-month period, had County 
staff consolidated all moneys and deposited them into the highest 
interest earning checking and savings accounts available. 

Non-Interest Bearing Accounts — The County had 35 non-interest 
bearing accounts.  Twenty of the accounts could legally earn interest.  
Fifteen could not due to the nature of the moneys on deposit. From 
January 2006 through June 2006, the average month-end balance for 
the 20 accounts combined ranged from about $364,000 to $549,000.  
The average for the six-month period was $478,000.  Based upon the 
highest checking account interest rate of 4.09 percent, we calculated 
that the County could have earned approximately $9,800 in additional 
interest revenue had all moneys been on deposit in interest bearing 
checking accounts, at the highest rate available. 

Certifi cates of Deposit — During 2005, the County had approximately 
$271,000 invested in a short-term certifi cate of deposit.  This investment 
was repeatedly rolled over and eventually matured in September of 
2005.  We found that offi cials did not reinvest these moneys or any 
other moneys at that time.  In fact, they did not invest any moneys 
in certifi cates of deposit for another nine months.  However, due to 
the poor condition of the accounting records,  and the lack of cash 
fl ow statements, it was not practicable for us to determine the total 
amount of money that could have been invested and interest revenue 
that could have been earned. 

An investment policy establishes policies and procedures to safeguard 
County moneys in accordance with statutory requirements.2 Once 
adopted, County offi cials should annually review and update this 
policy as necessary. County offi cials should monitor and review 
investment transactions to ensure that staff members adhere to the 
policy. Our review disclosed the following: 

Policy Requirements — The existing policy is inadequate. The County 
policy does not a) require the Treasurer to establish written procedures 
and guidelines to provide accountability over investment duties; b) 
require that adequate records of existing and new investments and 
the rates quoted from banks be kept on fi le; c) require that cash fl ow 
projections be prepared to determine the amount of moneys available 
for investment; d) provide direction to ensure offi cials act with good 
judgment and prudence when investing County moneys; and e) 
require the Treasurer to diversify investments by fi nancial institutions, 
investment instrument, or maturity dates.  

____________________
2 General Municipal Law, Section 39



16                OFFICE OF THE NEW YORK STATE COMPTROLLER16

Periodic Review — The policy states that the Administration 
Committee (which is comprised of members of the Board) will, at 
least annually, review the new and existing investments and discuss 
any possible investment changes they believe are necessary with the 
Treasurer. There was no evidence that the Committee performed this 
review or any other oversight function.  In fact, the investment policy 
has not been reviewed or updated since it was originally adopted in 
1986 to take advantage of investment opportunities authorized since 
that time. 

The lack of a comprehensive and periodically updated investment 
policy and the lack of Board oversight have contributed to the failure 
to maximize interest revenue. 

6. The Treasurer should limit the use of non-interest bearing bank 
accounts and seek the highest interest rates commensurate with 
acceptable risk levels when investing moneys.

7. The Treasurer’s Offi ce staff should prepare an annual cash fl ow 
projection and update the projection monthly to project available 
funds for investment purposes.   

8. The Board should review and update the Investment Policy and 
include provisions such as the development of detailed written 
investment procedures and guidelines.

9. The Board’s Administration Committee should, at least annually, 
review existing, new, and potential investments, and discuss 
investment opportunities with the Treasurer.

Recommendations
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Payroll

The Board, Treasurer and Personnel Department have the responsibility 
to assess risk associated with payroll and institute appropriate internal 
controls to mitigate these risks. This includes routinely evaluating the 
system to make sure it is operating properly and effectively; ensuring 
that employees are paid wages and salaries, and provided benefi ts 
to which they are entitled; and segregating duties to ensure that the 
work performed by one individual is verifi ed in the normal course of 
another employee’s regular duties. 

The Board and Treasurer did not assess the control risks inherent in 
the payroll function or institute internal controls to mitigate those 
risks.  

An important component of any internal control system is the proper 
segregation of duties to ensure that no one person controls all phases 
of an operation.  For payroll, different staff should be responsible 
for calculating individual earnings and withholdings, approving the 
payroll, and distributing paychecks.  This enables the work of one 
employee to be verifi ed in the normal course of another employee’s 
regular duties. 

The payroll coordinator performed all aspects of the payroll process.  
This included maintaining manual and computerized employee 
personnel fi les; entering payroll changes (including new hires, 
terminations and pay rates) into the computer system; collecting 
time sheets; entering hours worked; calculating retirement and 
separation payouts; maintaining leave records; preparing paychecks; 
and distributing paychecks. As a result, no other staff members had 
experience with, or could perform, these payroll procedures.  Staff 
members told us that when the payroll coordinator was out of the 
offi ce, they had to call her on a regular basis for assistance. Further, 
the Treasurer did not ensure that the work of the payroll coordinator 
was adequately supervised or reviewed. However, during our audit 
the Treasurer did start cross training a second employee in the payroll 
coordinator’s job functions.

An effective payroll system includes controls over access rights, 
restrictions of user access to sensitive information, limits on manual 
data entry through the automatic calculation of payroll and separation 
payments, and the automatic accumulation of payroll information.
  
The County’s payroll system requires signifi cant manual data entry, 
increasing the risk that errors could occur and not be detected and 

Segregation of Duties

Computerized 
Payroll System
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corrected in a timely manner.  The Payroll Coordinator told us that 
because she is afraid of making a mistake when entering information, 
she spends about an hour a week manually re-calculating paychecks 
(about 800 checks every two weeks).  Nevertheless, she also told us 
that she still does not detect and correct all errors. 

We tested about 8 percent of payroll transactions and identifi ed some 
minor errors. 

We  did  find that Personnel Department staff did not maintain 
personnel fi les for all County employees. Personnel information for six 
Board of Elections employees was instead on fi le in that department.  
Further, the information at the Board of Elections was incomplete.  
It did not include Federal “Employee’s Withholding Allowance 
Certifi cates” (form W-4) or “Employment Eligibility Verifi cations” 
(form I-9).  

We also identifi ed the following payroll software system 
defi ciencies:

User Access — Five employees had full access rights to the payroll 
system including the two Deputy County Treasurers, the payroll 
coordinator, the account clerk typist (while being cross trained), and 
the principal account clerk typist.  Each had the ability to add, delete, 
or change payroll fi les.  In addition, the payroll coordinator had full 
access to the separate personnel computer system and could therefore 
add or change information in that system as well.  With current access 
rights, users could intentionally or unintentionally modify or destroy 
data.  

Separation Payments — The payroll software does not calculate the 
vacation payouts for retiring employees.  The payroll coordinator 
must do these manually.  Due to the risk of errors caused by manual 
calculations, we verifi ed the accuracy of 10 retirement payout 
calculations for the period January 1, 2005 to July 17, 2006. We 
found one former employee that was under paid by $1,212.09.  The 
employee should have been paid for 288 hours of vacation but was 
instead only paid for 236 hours.    

10. The Treasurer should provide for an adequate segregation of 
duties so that no one person controls all aspects of the payroll 
process.   

11. The Board should consider installing better payroll software 
that would create a more effi cient payroll process to eliminate 
duplication of effort and the use of manual records.

Recommendations
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12. The Board should require that Personnel Offi ce staff maintain 
complete personnel fi les for all County employees.

13. The Treasurer should limit computer system access so that no one 
employee can manipulate data in the payroll system, print checks 
and distribute checks to employees. 
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APPENDIX A

RESPONSE FROM LOCAL OFFICIALS

The local offi cials’ response to this audit can be found on the following pages.  
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APPENDIX B

OSC COMMENTS ON THE COUNTY’S RESPONSE 

Note 1

Although we asked County offi cials for details on these requests, we did not receive the detailed 
information. Additionally, at our exit conference, Board members told us that there was no record of 
the requests made to the Treasurer, because the requests were not appropriately documented in the 
minutes of the proceedings of the Administration Committee. 

Note 2

The Chairman of the Board of Representatives told us that procedures 2, 3 and 4 included in his 
response letter occurred after our audit period. Specifi cally, the Board updated the County’s investment 
policy in October 2006 and started meeting with fi nancial consultants in April 2007. Board members 
received and reviewed the Offi ce of the State Comptroller’s Local Government Management Guide, 
Fiscal Oversight Responsibilities, in May 2007.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

We reviewed the fi nancial operations of the Treasurer’s Offi ce for the period January 1, 2005 to July 
17, 2006.  To achieve our objectives, our tests generally included reviews of accounting records; 
reports, payrolls, and investment records; interviews of County offi cials and employees; reviews of 
the processes and procedures for payroll, cash receipts, cash disbursements, and investments; and 
an evaluation of the Information Technology environment and controls to verify the reliability of 
electronic data.  More specifi c information for each scope area is as follows:

For accounting and reporting, we tested cash receipt book entries and state aid payments for 2005 
and 2006 to verify accounting and deposit timeliness.  We traced from source documents (checks and 
vouchers) to bank statements matching amounts paid and payee information to verify disbursement 
accuracy.  We compared judgmentally selected ledger accounts to the annual update document (AUD) 
and the independent auditor’s report to verify accuracy and timeliness.  We reviewed the independent 
auditor’s management letter and adjusting journal entries for 2005, reviewed the Treasurer’s journal 
entries for 2005 and 2006, interviewed County representatives, surveyed employees, and compared 
the 2005 budget with the results of operations to determine the effect of untimely accounting records 
on operations.  We also compared the 2005 and 2006 budgeted to actual staff levels in the Treasurer’s 
Offi ce, tracked employee turnover, interviewed Treasurer’s staff regarding job duties, reviewed offi ce 
policies and procedures, and inquired about supervision to determine the cause of untimely account 
records and reports.  

For the investment management program, we inquired about County investments and the role of 
the Treasurer’s offi ce in investing idle funds.  We compared the County’s most recent investment 
policy with the State Comptroller’s model policy to assess adequacy, identifi ed 2005 and 2006 County 
investments, and inquired as to how investment opportunities were explored.  We also verifi ed that 
collateral coverage was suffi cient and reviewed 2005 and 2006 bank statements to determine account 
types, fi nancial institutions, and interest earned. 

For payroll, we evaluated internal controls and examined records to verify that pay rates were in 
accordance with Contracts and/or Board resolutions. We traced hours worked and leave usage per 
employee records to payrolls.  We also footed, cross-footed, and recalculated gross pay for payrolls 
ending December 3, 2005 and May 20, 2006 (122 employees) and reviewed payroll reports, leave 
sheets, and individual leave requests to determine if leave was available and properly accounted for.

We conducted our audit in accordance with generally accepted government auditing standards 
(GAGAS). Such standards require that we plan and conduct our audit to adequately assess those 
municipal operations within our audit scope. Further, those standards require that we understand the 
municipality’s management controls and those laws, rules and regulations that are relevant to the 
municipality’s operations included in our scope. An audit includes examining, on a test basis, evidence 
supporting transactions recorded in accounting and operating records and applying such other auditing 
procedures, as we consider necessary in the circumstances. We believe that our audit provides a 
reasonable basis for the fi ndings, conclusions and recommendations contained in this report.
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APPENDIX D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

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

To obtain copies of this report, write or visit our web page: 
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