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State of New York

Offi ce of the State Comptroller

Division of Local Government

and School Accountability

December 2011

Dear Village 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 oversees the fi scal affairs of local 

governments statewide, as well as compliance with relevant statutes and observance of good business 

practices. This fi scal oversight is accomplished, in part, through our audits, which identify opportunities 

for improving operations and Board governance. Audits also can identify strategies to reduce costs and 

to strengthen controls intended to safeguard local government assets.

Following is a report of our audit of the Village of Ellicottville, entitled Internal Controls Over Water 

and Justice Court Operations. This audit was conducted pursuant to Article V, Section 1 of the State 

Constitution and the State Comptroller’s authority as set forth in Article 3 of the General Municipal 

Law.

This audit’s results and recommendations are resources for local government offi cials 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 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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Offi ce of the State Comptroller
State of New York

EXECUTIVE SUMMARY

The Village of Ellicottville (Village) is located in the Town of Ellicottville, Cattaraugus County in 

western New York State and has a population of approximately 500 residents, covering one square 

mile.  The Village is governed by an elected Board of Trustees (Board), which consists of a mayor, 

and four trustees.  The Board is responsible for the general management and control of the Village’s 

fi nancial affairs and has the authority to levy taxes on real property located within the Village, set 

water user charges and issue debt.  The 2010-11 fi scal year budget totaled approximately $785,000 for 

the general fund and $140,000 for the water fund.

The Village operates its Justice Court (Court) with one elected Justice and one appointed acting Justice 

who are responsible for Court operations.  The majority of the Court’s activity is handled by the 

elected Justice.  The Justices have one court clerk.  

The Village provides water and sewer services to both village residential and commercial customers, 

as well as to the Town.  Sewer billings are based on water usage.

Scope and Objective

The objective of our audit was to assess the internal controls over the Village’s Court, water billings 

and water accountability for the period June 1, 2009 to May 20, 2011. To further review Court fi nancial 

activity, we expanded our scope back to June 1, 2008.  Our audit addressed the following related 

questions:

• Does the Village adequately monitor and reconcile the amount of water produced to the amount 

billed customers to properly account for water?

• Are internal controls over water billings appropriately designed and operating effectively to 

ensure customer billings are accurate?

• Are internal controls appropriately designed and operating effectively to ensure the proper 

accounting and reporting of the Court’s fi nancial transactions?

Audit Results

We found that the Village’s system has water loss of approximately 84 percent, which is signifi cantly 

higher than the 10 percent goal set by the Federal Environmental Protection Agency. Village offi cials 
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were not aware of the extent of the Village’s water loss because they do not monitor the amount of 

water produced versus the amount billed to customers. The lost water represents $624,000 in lost 

revenue annually.

Further, we found that the Village lacked adequate internal controls over billing for water and sewer 

services. We found that the Board had not authorized the current billing rates, and that billing staff 

made unauthorized adjustments, calculated billings incorrectly, and billed for usage that was not 

supported by actual meter readings. Our test of 20 randomly selected customer accounts found that 

5 accounts (25 percent) contained billing errors.  When we tested a second sample of 20 customer 

accounts that were at higher risk of exceptions, we found that all 20 accounts contained billing errors. 

These errors occurred because the Board has not adopted any policies or procedures to guide staff 

in performing water billing activities, or provided for a review of bills to ensure their accuracy. As a 

result, the Village has over- or underbilled certain customers for water and sewer services.    

We also found that internal controls over Court operations were not designed appropriately or operating 

effectively to properly account for fi nancial transactions of the Court.  The elected Justice did not 

ensure that the former court clerk prepared monthly accountability analyses. Therefore, bail monies 

from as long ago as 1992 had not been investigated and, if exonerated, remitted to the individual to 

whom they were due. We also found that the former court clerk did not deposit cash receipts timely and 

intact,1 or prepare and submit monthly reports to the Justice Court Fund in a timely manner, because 

the Justice did not ensure compliance with timely deposit and reporting requirements. The Board did 

not identify these defi ciencies because it did not perform an annual audit of the Court’s records. As a 

result, the Court had $7,608 in unidentifi ed funds at January 13, 2011.  We reported similar fi ndings in 

our prior two audits of the Village’s Justice Court.  

Comments of Village Offi cials

The results of our audit and recommendations have been discussed with Village offi cials and their 

comments, which appear in Appendix A, have been considered in preparing this report. Village offi cials 

generally agreed with our recommendations and indicated that they have taken, or plan to initiate 

corrective action. Appendix B includes our comments on issues raised in the Village’s response letter.

____________________
1 Since the current court clerk has been in offi ce, cash receipts generally have been deposited timely.
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Background

Introduction

Objective

The Village of Ellicottville (Village) is located in the Town of 

Ellicottville, Cattaraugus County in western New York State and has 

a population of approximately 500 residents, covering one square 

mile.  The Village is governed by an elected Board of Trustees 

(Board), which consists of a mayor and four trustees.  The Board is 

responsible for the general management and control of the Village’s 

fi nancial affairs and has the authority to levy taxes on real property 

located within the Village, set water user charges, and issue debt.  The 

2010-11 fi scal year budget totaled approximately $785,000 for the 

general fund and $140,000 for the water fund.

The Village operates its Court (Court) with two Justices, one elected 

Justice and one appointed acting Justice, who are responsible for 

Court operations.  The majority of the Court’s activity is handled by 

the elected Justice.  The Justices have one court clerk.  The former 

court clerk resigned on May 11, 2009, and the current clerk was 

appointed the same day by the Village Board (Board).  The Court uses 

a software system to record case information and related fi nancial 

transactions, such as receipts and disbursements.  

The Court accepts cash, checks, money orders and credit cards for the 

payment of fi nes and fees imposed by the Court.  At the end of each 

month, the court clerk prepares a report of adjudicated cases, together 

with fi nes and fees collected, which is fi led with the Justice Court 

Fund (JCF).  In addition, bail may be imposed on defendants to help 

ensure their appearance in Court to answer the charges against them.  

Bail is either returned to the individual who posted bail when the case 

has been adjudicated or applied toward the payment of any fi nes and 

fees imposed by the Court.

The Village’s water is supplied by two wells.  The Village currently 

provides water for its residential and commercial customers and sells 

water to the Town. Village and Town sewer billings are based on 

water consumption. 

The objective of our audit was to assess the internal controls over 

the Village’s Court and water operations. Our audit addressed the 

following related questions:

• Does the Village adequately monitor and reconcile the amount 

of water produced to the amount billed customers to properly 

account for water?
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• Are internal controls over water billings appropriately 

designed and operating effectively to ensure customer billings 

are accurate?

• Are internal controls appropriately designed and operating 

effectively to ensure the proper accounting and reporting of 

the Court’s fi nancial transactions?

We examined water accountability and billing activity for the period 

June 1, 2009 to May 20, 2011 and Court operations for the period 

June 1, 2008 to May 20, 2011. 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 recommendations have been discussed 

with Village offi cials and their comments, which appear in Appendix 

A, have been considered in preparing this report. Village offi cials 

generally agreed with our recommendations and indicated that they 

have taken, or plan to initiate corrective action. Appendix B includes 

our comments on issues raised in the Village’s response letter.

The Board has the responsibility to initiate corrective action. A 

written corrective action plan (CAP) that addresses the fi ndings and 

recommendations in this report should be prepared and forwarded 

to our offi ce within 90 days, pursuant to Section 35 of the General 

Municipal Law.  For more information on preparing and fi ling 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-

Treasurer’s offi ce.  

Comments of

Village Offi cials and

Corrective Action

Scope and

Methodology
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Water Accountability
 

Unaccounted for water is the difference between the amount of water 

produced and the amount of water billed to customers and other 

identifi able users for a given period.  The Federal Environmental 

Protection Agency (EPA) has established an industry goal of 10 percent 

for unaccounted for water system losses.  We found that the Village 

is experiencing excessive water loss:  84 percent, or approximately 

104 million gallons of the water produced is unaccounted for and/or 

unbilled. Village offi cials were not aware of the extent of the Village’s 

water loss because they lack procedures for monitoring how much 

water is produced versus how much water is billed to customers. 

Since sewer billings for both the Village and Town are based on 

water meter readings, uncaputered water usage also could result in 

lost sewer revenues.

All water operations can benefi t from a water accounting system to 

help track this resource throughout the system and identify areas that 

may need attention, particularly large volumes of unaccounted for 

water.  Water loss results in production expense for the Village for 

which no revenue is received. An effective water accounting system 

is a fi rst step in minimizing water losses and reducing system costs.  A 

periodic reconciliation of water produced with water billed and used 

for municipal purposes can help determine whether losses are caused 

by recordkeeping errors, leaks, thefts, or malfunctioning meters. 

Village offi cials have not adopted any policies or related procedures 

concerning water loss monitoring or to address excessive water 

loss.  We performed an analysis of water loss using water billing 

information, water quality reports and weekly bulk meter readings 

for water sold to the Town for the billing period June 30, 2010 to 

March 31, 2011.2 We found that the Village’s system has water loss 

of 84 percent, which is far in excess of the EPA goal. For perspective, 

for every one million gallons of unbilled water and sewer due to 

faulty meters or unmetered usage, the Village potentially could have 

generated approximately $2,0003 in water revenue and $4,000 in 

sewer revenue, or a total of $624,000 annually.

____________________
2 We excluded December 2010 billing register and water production data from our 

analysis because that quarterly billing register contained no usage for any account.
3 This calculation is based on a residential minimum usage of 15,000 gallons, and 

the residential minimum rate per quarter of $30.59 for water and $66.52 for sewer 
services.
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Without an investigation and explanation of unaccounted for water, 

Village offi cials cannot determine the extent to which the Village is 

incurring costs to produce and treat water that is lost through leaks or 

consumption that is not being captured and billed.  Village offi cials 

should determine the causes for and take steps to reduce the amount 

of unaccounted for water to improve the effi ciency of their water 

distribution system, enhance the fi nancial health of the Village’s 

water fund, and preserve water resources. 

1. Village offi cials should establish procedures for performing a 

periodic reconciliation of water produced to the amount billed.

2. Village offi cials should establish procedures for investigating the 

causes of the Village’s signifi cant water loss.

 

Recommendations
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Water Billing

It is important that Village offi cials ensure that all water and sewer 

services are billed at Board-adopted rates and that bills are calculated 

accurately. However, we found that these services were not billed at 

rates approved by the Board because the Board had not authorized the 

current billing rates. We also found that billing staff made unauthorized 

adjustments, calculated billings incorrectly, and billed meter readings 

that were not supported by actual readings. These errors occurred 

because the Board has not adopted any policies or procedures to 

guide staff in performing water billing activities, or provided for a 

review of bills to ensure their accuracy.  As a result, certain customers 

were over- or underbilled for water and sewer services.  

Further, the Clerk-Treasurer can enter billing data, bill customers, 

make adjustments to customer bills, and deposit collections.  When 

the same person performs all these duties without having someone 

independent of the billing function review his or her work, there 

is increased risk that errors or irregularities could occur and not be 

detected or corrected. Although all the sampled billing adjustments we 

reviewed appeared to be valid, the Board should segregate or provide 

oversight of billing duties to improve assurance that customers are 

billed what they owe for water and sewer services.

Water Rates and Meter Readings — It is important that the Board 

adopt policies that establish the rates at which local customers are 

billed for water and sewer services. However, we found no evidence 

the Board authorized the current water or sewer rates that were used 

to bill Village and Town residential and commercial customers. 

Therefore, residents cannot determine whether they are paying what 

the Board intends for water and sewer services.  

Village offi cials are also responsible for ensuring that water charges 

are calculated correctly based on accurate metered usage. Meters 

should be monitored to ensure they are recording usage accurately 

and are read on a regular basis. We tested the June 2010 through 

March 2011 billings for 20 randomly selected individual accounts 

from among the 648 water accounts and 1,8444 Town sewer accounts 

billed by the Village. We found that 5 of the 20 accounts (25 percent) 

had errors on the billing register.  Some accounts contained more than 

one error. Examples of errors include the following:

____________________
4 Per the March 2011 billing register
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• One commercial customer was billed using a residential rate. 

As a result, this customer was underbilled by a total of $489.

• One customer was underbilled by more than $600 for two 

quarters, for a total of $1,264.  This was actually a residential 

unit consisting of 11 sewer hookups; however, the unit’s 

owner was billed at only a single sewer hookup rate.  Further, 

the billing register refl ected estimated meter readings even 

though actual readings were recorded in the meter book.

• The September 2010 billing register incorrectly refl ected June 

2010 meter information for four customers.

We also reviewed the June 2010 through March 2011 billings for 

another 20 accounts, totaling $428,235, which we considered to be at 

higher risk5 of billing errors. We found that all 20 accounts had errors 

on the billing register. Ten accounts were underbilled by $5,905 

and three accounts were overbilled by $1,541; the remaining seven 

accounts contained errors, but the errors did not result in incorrect 

bills.6   Examples of errors include the following: 

• One customer’s meter that measured consumption in cubic 

feet7 was replaced by a meter that measured consumption in 

gallons in September 2010. However, water use continued to 

be calculated in cubic feet until March 2011, producing an 

apparently large increase in consumption. The Clerk-Treasurer 

suspected that this data was inaccurate, without knowing the 

cause of the problem, so the Village issued minimum bills 

for those two quarters. As a result, based on the Village’s rate 

structure, it appears this customer was underbilled for water 

and sewer by approximately $690.

• A commercial customer’s newly installed remote feed meter 

registered the same reading for at least two quarters before 

Village offi cials determined that the billing system was 

continuing to register readings from the old meter. The Village 

issued minimum bills, erroneously calculated at the residential 

rate, for each of those quarters totaling $398 for water and 

sewer, instead of approximately $3,000 using the commercial 

rate and based on consumption reported on the quarterly 

____________________
5 We judgmentally selected our second sample of accounts based on the following 

risk factors: unusual consumption, penalty suppression, new account, and possible 

fraud/confl ict of interest.
6  Due to high minimum volume, the errors encountered did not affect the amount 

billed.
7 One cubic foot equals approximately 7.5 gallons.
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billing registers. Although Village offi cials had removed the 

old meter and put it in storage, they did not ensure that the 

billing software selected the correct meter – the new one – for 

usage readings.  

• The December 2010 quarterly billing register incorrectly 

showed no water usage for 640 water customers, who then 

received bills for minimum usage. Village offi cials stated this 

was due to an administrative error when the billing register 

was printed. Village offi cials attempted to correct this error by 

adding any usage over minimums from the December 2010 

period to the March 2011 billing.

These errors in billings occurred because the Board did not adopt 

procedures that detailed how water and sewer bills should be processed 

or provide for an oversight mechanism to ensure that amounts billed 

are based on accurate usage. This was especially important as Village 

offi cials installed a new water meter system in 2009 and experienced 

various technical problems. Unless the Board adopts approved water 

and sewer rates and ensures water and sewer billing is accurate, 

Village offi cials have no assurance that customers are paying what 

they actually owe for these services. 

Segregation of Duties — It is essential that critical fi nancial duties be 

segregated, so that one person is not responsible for recordkeeping, 

billing and collection, and deposit of collections without oversight 

by another person who is independent of this function. Failure to 

segregate duties, or provide for compensating controls, increases 

the risk of billing errors and irregularities. However, we found 

that the Clerk-Treasurer handles all aspects of water billings.  The 

Clerk-Treasurer enters, edits, and deletes water customer account 

information; downloads usage data to the billing software; runs 

the quarterly billing registers; prints, mails and makes adjustments 

to bills; collects receipts and prepares deposits; manually applies 

penalty charges; and prepares reports for the re-levy of unpaid bills 

onto the tax roll.  The Mayor does not collect or deposit payments, but 

he does enter readings taken from meter read books for both Village 

and Town customers, make adjustments to bills, and posts receipts to 

customer accounts. 

The Clerk-Treasurer generates a quarterly billing register. She and the 

Mayor review the register on a high-level basis to look for obvious 

errors prior to printing and mailing water bills. However, they do not 

compare billed amounts in the register to meter books to ensure billings 

are correct. We also found that Village offi cials do not routinely print 

out and review reports of adjustments made to customers’ accounts to 

make sure adjustments are correct and legitimate. 
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We examined the adjustment reports for the four quarterly billing 

cycles from April 1, 2010 to March 31, 2011, and found that the Clerk-

Treasurer made $394,5728 in adjustments to 64 customer accounts, 

and the Mayor made $301 in adjustments to fi ve customer accounts. 

Although all these adjustments appeared to be valid, the fact that the 

Clerk-Treasurer and the Mayor can adjust customer accounts without 

independent review or oversight increases the risk that errors could 

occur and not be detected or corrected.

3. The Board should properly establish water and sewer rates.

4. The Board should develop and adopt policies and procedures for 

water billing activity.

5. Village offi cials should ensure that an individual who is 

independent of the billing process compares the quarterly billing 

register to meter readings and Board-adopted rates, and reviews 

adjustments made to customers’ accounts. 

6. Village offi cials should review existing accounts to determine if 

customers have been under/over-charged. Action should be taken 

to resolve signifi cant variances.

Recommendations

____________________
8 An adjustment of $383,803 for a commercial customer (involving the addition of 

a zero to a water meter reading by mistake) accounted for all but $10,769 of this 
amount.  
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Justice Court Operations

Justices are responsible for accounting for and reporting all Court-

related fi nancial activities.  To meet that responsibility, they must 

maintain complete and accurate accounting records, reconcile Court 

collections to the corresponding liabilities, timely deposit all money 

collected, and fi le monthly reports with the JCF.  The Board is 

responsible for overseeing the fi nancial affairs of the Court, and is 

required to perform an audit of the records and dockets of the Village 

Justice at least annually.

We found that the elected Justice who handles most of the Court’s 

activities did not properly account for fi nancial transactions of the 

Court.  Because the Justice did not ensure that the former court clerk 

prepared monthly accountability analyses, bail monies from as long 

ago as 1992 had not been investigated so they could be properly 

identifi ed with the relevant case and, if exonerated, remitted to the 

individual to whom they were due. We also found that the former 

court clerk did not deposit cash receipts timely and intact,9 or prepare 

and submit monthly reports to the JCF in a timely manner, because the 

Justice did not ensure compliance with timely deposit and reporting 

requirements. The Board did not identify these defi ciencies because 

it did not perform an annual audit of the Court’s records. As a result, 

the Court had $7,608 in unidentifi ed funds at January 13, 2011.  We 

reported similar fi ndings in our prior two audits of the Village’s 

Justice Court.  

 

Accountability — It is important for Justices to periodically verify the 

accuracy of their fi nancial records and establish adequate control over 

cash. To accomplish this, they should routinely compare the amount 

of cash on hand and on deposit in the bank to detailed lists of amounts 

due to the JCF and other outstanding liabilities. This comparison is 

referred to as an accountability analysis and should be performed on 

a monthly basis. Periodic analyses should identify the source and 

amount of all fi ne and bail revenue held in the Justice’s accounts, and 

should detect any improper disbursements of funds so that corrective 

action could be taken in a timely manner.  Unclaimed exonerated 

bail10 should be remitted to the Village Treasurer, and unidentifi ed 

funds should be turned over as such to the JCF.

The Justice does not complete monthly accountability analyses. 

Therefore, we performed an accountability at June 1, 2008, and 
____________________
9 Since the current court clerk has been in offi ce, cash receipts have been generally 

deposited timely.
10 Exonerated bail occurs when the case is concluded and the bail is released to the 

person who originally posted it, as long as it was not previously forfeited.
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found that cash exceeded known Court liabilities by $9,043. We 

also performed an accountability as of January 13, 2011 and found 

that cash exceeded known Court liabilities by $6,336 – a reduction 

of $2,707 in the amount of unidentifi ed funds held by the Justice. 

The current court clerk’s investigation of old case fi les that had been 

adjudicated but never reported to JCF accounts for this improvement. 

For example, three receipts totaling $330 were deposited in August 

2008 but were reported to the JCF for July 2009, November 2009, 

and November 2010 – from one to two years after the deposit was 

made. 

The Justice provided us with a list of old bail totaling $7,250 to 

substantiate the cash he transferred into his new bail checking account 

in January 2011. The list included bail from the period 1992 to 2009. 

The Justice told us that he and the current court clerk are investigating 

the source of these bail monies because they do not have case fi les or 

receipts for them. If the Justice had ensured that the former court clerk 

performed accountability analyses on a monthly basis, these monies 

would have been properly identifi ed with the relevant case and, if 

exonerated, remitted to the individuals to whom they were due.  

Bank Deposits — New York Codes, Rules and Regulations require 

all receipts to be deposited as soon as possible and within 72 hours 

(excluding Sundays and Holidays) of the date of receipt.  Additionally, 

deposits should be made intact, that is, in the same form (cash, checks) 

and order they were received. This requirement is an essential control 

that helps prevent irregularities in the management of cash.

During the audit period, the former court clerk did not deposit cash 

receipts intact and in a timely manner.  We compared the cashbook 

reports to deposits for seven months11 during our audit period and 

found that none of the total monthly deposits agreed with the monthly 

cashbook report and JCF report totals. We also obtained compositions 

of deposits for those months and found that Court funds were not 

deposited timely. For example, fi ve checks or money orders dated 

September 2008 and totaling $555 were not deposited until January 

6, 2009. The failure to deposit Court funds on a timely basis into 

offi cial bank accounts increases the risk that Court funds could be lost 

or misused and not detected and corrected in a timely manner. 

Reporting — The Court fi les monthly reports electronically with JCF 

detailing fi nes, fees, and forfeited bail, and provides a check for the 

total amount of the report to the Clerk-Treasurer. Reports to JCF are 

due between the 1st and the 10th of each month.

____________________
11 We judgmentally selected the months of August and December 2008, January and 

May 2009, January and August 2010, and January 2011 both to examine activity 

during both the former and current clerks’ tenures, and to sample months with the 

greatest activity.
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We tested seven checks from the Court to the Clerk-Treasurer and 

compared them to related monthly12 reports from August 2008 to 

January 2011. Although the check amounts generally agreed with the 

reports, the Court did not prepare the checks and send them to the 

Clerk-Treasurer in a timely manner. For example, the check for July 

2010 activity of $2,397 was combined with August 2010 activity of 

$3,805 and cleared the bank on September 22, 2010. The failure to 

report activity in a timely manner increases the risk that Court funds 

may not be accurately recorded and reported.

Annual Audit — Board oversight is a critical component in ensuring 

that the Court has effective internal controls in place, and that Court 

records are adequate to assure accountability for cash assets.  However, 

the Board did not properly oversee Court operations because it failed 

to perform an annual audit of Court records.  The Uniform Justice 

Court Act13 requires justices to present their records and dockets to 

the Board for audit at least once each year.  Board members must 

either audit the records or engage an independent public accountant to 

do so.  The minutes of the proceedings of the Board should document 

the results of the audit. Had the Board properly conducted an audit as 

required, the defi ciencies found during this audit would likely have 

been identifi ed and corrective action could have been taken sooner.

7. The Justice should perform a monthly accountability analysis of 

monthly liabilities to available cash with any differences being 

promptly identifi ed, investigated and corrected.  Any money 

in the account that cannot be identifi ed should be reported and 

remitted to the JCF as such. 

8. The Justice should ensure that Court monies collected for the 

payment of fi nes, fees, surcharges, and bail are deposited within 

72 hours of receipt.

9. The Justice should prepare and submit checks to the Clerk-

Treasurer no later than the tenth of the following month.

10. The Board should perform an annual audit, or cause one to be 

performed, of the Justice’s fi nancial records and document the 

results in the minutes.

Recommendations

____________________
12 From the same seven months included in our deposit testing
13 Section 2019-a
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APPENDIX A

RESPONSE FROM VILLAGE OFFICIALS

The Village offi cials’ response to this audit can be found on the following pages.  
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 See
 Note 1
 Page 22
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 See
 Note 7
 Page 22

 See
 Note 6
 Page 22

 See
 Note 5
 Page 22

 See
 Note 4
 Page 22

 See
 Note 3
 Page 22

 See
 Note 2
 Page 22
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 See
 Note 3
 Page 22

 See
 Note 8
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APPENDIX B

OSC COMMENTS ON THE VILLAGE’S RESPONSE

Note 1

We did not include the separate letter from the Village Engineer because the issues addressed in this 

letter are also addressed in the Village’s response.

Note 2

Although the unaccounted for water may be attributable to leaks, or to consumption that is not identifi ed 

and billed, it could also result from meters that do not record consumption accurately.

Note 3

The Board acted to establish water rates in 1996 and it increased the rates in 2005 by 3 percent. Water 

rates were also increased between 1996 and 2005, beginning in 2001.  However, there was no evidence 

that the Board authorized the 2001 rate increase. As a result, we could not confi rm that the rates 

currently being used for billing are in accordance with the Board’s intentions. 

Note 4

This commercial customer was not billed correctly because it was billed at a residential rate. 

Note 5

The Village corrected the billing for the most recent two quarters of our audit period, but failed to 

correct the billing for the prior two quarters. 

Note 6

The problem was not corrected. The Village was charging the customer a minimum bill.  The new 

meter’s actual reading showed consumption that was above the minimum level, but the Village did not 

bill the customer for the additional $690, as stated in our report. 

Note 7

We disagree. This customer, a restaurant with public facilities, was charged for minimum usage at a 

residential rate rather than for actual usage at a commercial rate, resulting in underbilling of about 

$2,200.

Note 8

The fi nding was removed based on documentation provided by the Clerk-Treasurer, just prior to the 

release of this audit report, that indicated this customer’s bill was appropriately reduced by $844.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

Our overall goal was to assess the adequacy of the internal controls put in place by offi cials to safeguard 

Village assets.  To accomplish this, we performed an initial assessment of the internal controls so 

that we could design our audit to focus on those areas most at risk.  Our initial assessment included 

evaluations of the following areas: fi nancial oversight, cash receipts and disbursements, purchasing 

and payroll and personal services.  During the initial assessment, we interviewed appropriate Village 

offi cials, Justice Court and Department of Public Works staff, performed limited tests of transactions 

and reviewed pertinent documents, Board minutes and fi nancial records and reports.

In addition, we obtained information directly from the Court’s computerized fi nancial databases and 

then analyzed it electronically using computer-assisted techniques.  This approach provided us with 

additional information about the Court’s fi nancial transactions as recorded in its databases.  Further, 

we reviewed the Court’s internal controls and procedures over the computerized fi nancial databases to 

help ensure that the information produced by such systems was reliable.

After reviewing the information gathered during our initial assessment, we determined where 

weaknesses existed and evaluated those weaknesses for the risk of potential fraud, theft and/or 

professional misconduct.  We then decided upon the reported objective and scope by selecting for 

audit those areas most at risk.  We selected the Justice Court, water billing and water accountability 

for further audit testing.

The objective of our Justice Court audit was to determine whether the internal controls over Court 

operations were appropriately designed and operating effectively for the period of June 1, 2008 to 

May 20, 2011.  To achieve our objective and obtain valid audit evidence, we performed the following 

audit procedures:

• We interviewed Court personnel to gain an understanding of their operation.

• We reviewed and/or prepared accountability reports to help determine whether Court assets 

and liabilities balanced.

• We compared recorded cash receipts and disbursements with supporting documentation, such 

as case fi les and records of bail transactions in the manual ledger and accounting system.

• We compared amounts recorded in the Justice’s accounting records to amounts deposited, and 

the amounts included in the Court’s monthly reports to the JCF.

• We obtained information from Department of Motor Vehicles records and compared that 

information to the Court’s records to determine if cases were properly disposed.

The objective of our water billing and accountability audit was to determine whether the internal 

controls over water operations were appropriately designed and operating effectively for the period of 

June 1, 2009 to May 20, 2011.  To achieve our objective and obtain valid audit evidence, we performed 

the following audit procedures:
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• We interviewed Village offi cials regarding policies and procedures related to water billing and 

accountability, and reviewed reports from the Department of Public Works and the Village’s 

accounting software.

• We tested 40 accounts over four quarterly billing periods to determine if the rates used in 

the billing calculations were appropriate. Twenty accounts were randomly selected and an 

additional twenty  accounts were selected for testing based on risk due to noted consumption 

or penalty variations, or their being new accounts or offi cials’ accounts.

• We compared the billing registers to manual meter reading books and prior meter readings 

recorded in previous quarterly billing registers to determine if usage was accurate.

• We compared the Clerk-Treasurer’s year end unpaid report to the billing register to determine 

if penalties were assessed in a timely and accurate manner.

• We analyzed Village weekly and monthly water production reports and quarterly billing 

records.  

• We performed a water accountability for water loss monitoring by comparing the amount of 

water produced by the Village to the amount of water consumed.  We also compared the rate of 

loss to standards for water loss within municipal systems as established by the Environmental 

Protection Agency.  

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 suffi cient, 

appropriate evidence to provide a reasonable basis for our fi ndings and conclusions based on our audit 

objectives. We believe that the evidence obtained provides a reasonable basis for our fi ndings and 

conclusions based on our audit objectives.
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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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