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TOTHE MAYOR AND MEMBERS
OF THE BOARD OF TRUSTEES

OF THEVILLAGE OF BROOKVILLE,
NASSAU COUNTY, NEW YORK:

Among my top priorities as the State Comptroller is to maintain a strong partnership
between my office and thelocal governmentsof New Y ork State. One of the main objectives
of this partnership isto assist local governmentsin improving their financial condition and
strengthening their financial management systems.

Theaudit reportsissued by my office are animportant component in accomplishing this
objective. These reports are expected to be aresource to you. They are designed to identify
current and emergingfiscal problemsand providerecommendationsfor improvement.

Prudent fiscal management, soundfiscal policy and acommitment toworking together will
enableusto servethetaxpayersmoreeffectively by making better useof our limited resources.

Toward this end, | look forward to working with your municipality and all other local
governmentsthroughout the State.

To makeour audit report more useful and understandabl e, it now includes:
g Tableof contents;

g Executivesummary to highlight recommendations; and
g Headingsthat separate Findingsand Recommendations.

If my officecanbeof assistancetoyou or if you haveany questionsconcerning thisaudit
report, pleasefeel freeto contact thelocal areaofficefor your county listed at the back of this

report.
Sincerely,

(ol WL
H. Carl McCall

Village of Brookville
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EXECUTIVE SUMMARY

Our examination disclosed findingswhich should bereviewed by theBoard of Trusteesfor
appropriateaction. Good management practicesrequirethat villageofficial stakeprompt action
concerning our recommendations. Webelieveprompt action by villageofficial swill protect the
village's resources from possible loss or improper use, and ensure its compliance with
appropriatestatutory requirements. For theready referenceof thereader, therecommendations
aresummarizedinthefollowing section. However, thisisnot meant to serveasasubstitutefor
reviewing the Findings and Recommendations section of thereport, which beginsonpage 7.
Pleasenotethat of thethreefindingsinthisreport, onefindingissimilar toafinding contained
inour prior Report of Examination issued February 1, 1993.

TheBoardof Trusteesshould prepareaplan of action that addressesour recommendations
and forward the plan to our office within ninety days. For guidancein preparing the plan of
action, youmay refer to applicabl e sectionscontainedinthe publicationissued by the Officeof
the State Comptroller entitled Financial Management Guide for Local Governments.

Weareavailableto assist youin providing guidancein preparing theplan. Thelocal area
officefor your county islisted inthe back of thisreport.

SUMMARY OF RECOMMENDATIONS

I Internal Control and Compliance !

Aneffectivesystemof internal control isnecessary sothat theBoard of Trusteescan have
reasonabl e assurance that resources are safeguarded and that transactions are executed in
accordancewith management’ sauthori zation, areinaccordancewith statutory requirementsand
areproperly recorded.

Failureto establish proper controlscould exposethevillage' sresourcestolossor improper
use. Thefollowing recommendationshel p ensurethat thevillage’ sresourcesarenot at risk and
that transactionsare properly authorized and arein compliancewith statutory requirements.

Security and Custodial Agreements (For Full Discussion See Commentary,
age 7

Inorder toproperly securevillagedeposits, theBoard of Trusteesshouldrequireapledge
of securitiesascollateral to secureall depositsinexcessof F.D.I.C. coverageand should enter
into written security and custodial agreements with the banks holding village deposits and
related collateral securities.

Payments for Professional Services (For Full Discussion See Commentary,

Page 8)
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All professional servicesshould beauthorized in advance by theBoard of Trustees. The
Board of Trusteesshould enter into written agreementswith all professionals, stipulating the
servicesto beprovided and the basisfor compensation.

Solicitation of Competitive Quotations (For Full Discussion See Commentary,

Page 9)

TheBoard of Trusteesshould ensurethat thereiscompliancewiththeprocurement policy
regarding the solicitation of competitive quotations. To help ensure compliance with the
procurement policy arecord of solicitationsshould be maintained.

Village of Brookville
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AUTHORITY AND SCOPE LETTER

TOTHE MAYOR AND MEMBERS
OF THE BOARD OF TRUSTEES

OF THEVILLAGE OF BROOKVILLE,
NASSAU COUNTY, NEW YORK:

Pursuant to the State Constitution, ArticleV, 81 and further authority vested in the State
Comptroller by Article3of theGeneral Municipal Law, wehaveexaminedthefinancial affairs
of theVillageof Brookville.

Our responsibilitiesaretoreview thefinancia conditionandfiscal operationsof thevillage
inorder toidentify areas needing improvement and toinformlocal officialsand the public of
our findingsand recommendati ons. Consi stent with theseresponsibilities, theobjectivesof this
examination were to identify conditions indicating possble fiscal stress and to test for
noncompliance with certain finance related statutory and regulatory provisons as wel as
guidance of the Office of the State Comptroller. It was not our objective to, and we do not,
expressan Audit Opinion onthefinancial statementsof thevillage or provide assuranceasto
eitheritsinternal control structureor theextent of itscompliancewith statutory and regul atory
requirementsaswell asguidance of the Office of the State Comptroller.

Themanagement of thevillageisresponsiblefor itsfinancial affairsandfor safeguarding
its resources. This responsbility includes establishing and maintaining an internal control
structure to provide reasonable, but not absolute, assurance that resources are safeguarded
againstlossfromunauthorized useor disposition; that transacti onsareexecuted in accordance
withmanagement'sauthorizationand areproperly recorded; that appropriatefinancial reports
are prepared; that applicable laws, rules and regul ations are observed; and that appropriate
correctiveactionistaken inresponseto audit findings. Nevertheless, errors, irregul arities, or
instancesof noncompliancemay occur and not bedetected becauseof inherent limitationsinany
internal control structure.
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In determining the scope of our examination, weconducted aninitial audit survey for the
village'sfiscal operationfor theperiod Junel, 1994 through December 31, 1995. Weobtained
an overview of the operations through inquiry, analytical procedures, observations and the
Inspection of recordsandreports. Inthisprocess, weconsideredthevillage'sfinancial condition,
its internal controls, applicable statutory provisons, guidance of the Office of the State
Comptroller and other relevantinformation. Asaresult of thisplanning process, welimited our
examinationtothefollowingareas:

Clerk-Treasurer’ sRecordsand Reports
CashManagement—Recei ptsand Disbursements
CashManagement—Depositsand Investments

Purchasing
ClaimsProcessing
Payroll

Retirement Reporting
Real Property Taxes

We conducted our examination in accordance with Generally Accepted Government
Auditing Standards(Government A uditing Standards, i ssued by the Comptroller General of the
United States). For the areas selected, we gained an understanding of the village'sinterna
control structure. Based upon thisunderstanding, weassessed ri sksand designed and performed
suchtestswhichweconsi dered necessary to satisfy our audit objectives. Theperiod covered by
our proceduresisnotedin each of thefindingscontai nedinthe Findingsand Recommendations
section of thisreport. We believe that our examination provides a reasonable basis for our
report.

Theresultsof our examination proceduresdiscl osed certainfindingsand recommendations
whicharepresentedinthisReport of Examination. Thesefindingsandrecommendationshave
been discussed withlocal officialsandtheir commentshavebeen consideredin preparingthis
report.

The Board of Trustees has the responsibility to initiate corrective action. Pursuant to
Section 35 of theGeneral Municipal Law, theBoard of Trusteesshould prepareaplan of action
that addresses the recommendations in this report. We encourage the Board of Trusteesto
prepareacorrectiveaction planwhichwould beavailablefor publicreviewinthevillageclerk-
treasurer’ sofficeand the Office of the State Comptroller.

Verytruly yours,

Ofice of the State
Conptrol | er

OFFICE OF THE STATE COMPTROLLER
DIVISION OF MUNICIPAL AFFAIRS

Albany,NewYork
May 6, 1996
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FINDINGS AND RECOMMENDATIONS

I Internal Control and Compliance !

Security and Custodial Agreements

Finding

TheBoard of Trusteeshasnot enteredintowritten security and custodial agreementswith
the banksholding village depositsand related collateral securities. At January 31, 1996,
deposits in excess of Federal Depost Insurance Corporation (F.D.I.C.) coverage totaled
approximately $745,000.

Section 10 of the General Municipal Law requiresthat all village depositsin excess of
F.D.1.C. coverage be secured by apledge of collateral or aneligibleletter of credit or asurety
bond; that there beawritten security agreement whichwould providethat thecollateral isbeing
pledged by the bank or trust company assecurity for thevillage'sdeposits; and that thevillage
haveawritten custodial agreement with the custodial bank or trust company. Thisagreement
must acknowledgethat the pledged collateral is being held by the custodial bank or trust
company as agent of, and custodian for, the village. Although the legidation contains
acknowledgment that thedepository and the custodian may bethesamebank or trust company,
the Office of the State Comptroller continues to stress to local governments that they must
carefully evaluate all pertinent legal and practical risk factors before making adecision with
respect tothedelivery of collateral.

Recommendation

In order to properly securevillage deposits, the Board of Trusteesshould require
a pledge of securities as collateral to secure all depositsin excess of F.D.I.C. coverage
and should enter intowritten security and custodial agreementswith thebanksholding
villagedepositsandrelated collater al securities. Generally, theF.D.1.C.insuresan official
custodian of funds, regardless of the number of individual accounts, up to $100,000 for time
and savings deposits per bank and up to $100,000 for demand deposits per bank. Additional
coveragemay beavail ableunder certain circumstances.

TheOfficeof the State Comptroller hasupdated Section 2 of themanual entitled Financial
Management Guide for Local Governments to provide implementation guidance for
compliancewiththelegislation. Thevillage shouldimmediately review thisguidanceto help
assure that the village's security and custodial agreements will be in compliance with the
legidation.
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Payments for Professional Services

Finding

Nowritten agreementsor resol utionsadopted by the Board of Trusteeswerepresentedto
usdescribingthescopeof servicesto beprovided and thebasi sfor compensationtobepaidfor
various professonal services rendered to the village during the period January 1, 1995 to
December 31, 1995.

EngineeringFirm

An engineering firm was paid a total of $21,622 during the period January 1, 1995 to
December 31,1995 for variousengineering services. Therewasno written agreement or
resol ution adopted by the Board of Trusteespresented to usdescribing the servicesto be
provided and establishing thebasi sfor compensation.

LawFirms

During the period January 1, 1995 to December 31, 1995 thevillage paid two law firms
a total of $12,262 and $1,042, respectively. We were not presented with written
agreementsor resol utionsadopted by theBoard of Trusteesindicating thescopeof services
to be provided and the basesfor compensation.

VillageAttor ney

During the period January 1, 1995 to December 31, 1995 thevillage attorney waspaid a
total of $47,985 for services rendered. This total consisted of salary of $38,460 and
payments for services totaling $9,525 not covered by his annual salary. A resolution
adopted by the Board of Trustees on November 10, 1992 indicated that payment for
services not covered by the annual salary would be paid "at arate in conformance with
neighboring villages'. However, theresol ution did not specify thehourly rate.

Thescopeof servicesto beprovided and thebasi sfor compensationfor servicesshouldbe
clearly documentedinawritten contract sothat thevillageand theprofessionalshaveaclearly
defined and mutually agreed upon basi sfor determining entitlement to payments.

Recommendation

All professional servicesshould beauthorized in advanceby theBoar d of Trustees.
The Board of Trustees should enter into written agreements with all professionals,
stipulating the servicesto be provided and the basisfor compensation.

Our prior Report of Examination included a similar finding with respect to the village
attorney and one of thelaw firms.
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Solicitation of Competitive Quotations

Finding

Village officialsdid not always comply with their procurement policy regarding the
solicitation of quotations when competitive bidding was not required by Section 103 of the
Genera Municipal Law.

OnJanuary 1, 1992theBoard of Trusteesadopted aprocurement policy that providesthat
village officials should solicit aminimum of two verbal quotations and amaximum of three
written/fax quotationsor written requestsfor proposal sfor purchaseand publicwork contracts
whicharenot subject to competitivebidding. Therangesset by theprocurement policy include
aminimum of $250 for purchase and public work contracts and maximums of $9,999 and
$19,999for purchasesand public work contracts, respectively.

Our test of thevillage'scompliance with their procurement policy included three public
work contractsand onepurchasecontract. Thethreepublicwork contractsincluded $4,000for
thevacuuming of catch basins, $2,960for road painting and $1,400for road maintenance. The
procurement policy required two written/fax quotations for the catch basins and two verbal
guotationsfor theroad painting and road maintenance contracts. Wewereinformedthatinall
three cases no quotationswere solicited from other vendors. Thevillagedid comply with the
procurement policy with respect to the purchase of furniturecosting $2,446.

Recommendation

TheBoard of Trusteesshould ensur ethat ther eiscompliancewith thepr ocur ement
policy regarding the solicitation of competitive quotations. To help ensure compliance
with the procurement policy arecord of solicitations should be maintained.
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APPENDIX

OFFICE OF THE STATE COMPTROLLER
DIVISION OF MUNICIPAL AFFAIRS

Patricia Lamb McCarthy, Deputy Comptroller
Richard L. Luke, Assistant Deputy Comptroller
Jeffrey P. Swain, Assistant Deputy Comptroller

LOCAL AREA OFFICE LISTING

BUFFALO AREA OFFICE

David H. Slusarz, Chief Examiner

Office of the State Comptroller

1050 Ellicott Square Building

295 Main Street

Buffalo, New York 14203

(716) 847-3647 Fax (716) 847-3643
Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming

SYRACUSE AREA OFFICE

Norman E. Bagley, Chief Examiner

Office of the State Comptroller

State Office Building, Room 409

333 E. Washington Street

Syracuse, New York 13202

(315) 428-4192 Fax (315) 426-2119
Herkimer, Jefferson, Lewis, Madison,
Oneida, Onondaga, Oswego, St. Lawrence

GLENS FALLS AREA OFFICE
Richard H. Dinolfo, Chief Examiner
Office of the State Comptroller

One Broad Street Plaza

Glens Falls, New York 12801

(518) 793-0057 Fax (518) 793-5797
Clinton, Essex, Franklin, Fulton,
Hamilton, Montgomery, Rensselaer,
Warren, Washington

HAUPPAUGE AREA OFFICE

Gregory J. D'Alessandro, Chief Examiner
Office of the State Comptroller

NYS Office Bldg. Room 3A10

Veterans Memorial Highway

Hauppauge, New York 11788-5533
(516) 952-6534 Fax (516) 952-6530
Nassau, Rockland, Suffolk, Westchester

ROCHESTER AREA OFFICE

Gregory L. Smith, Chief Examiner
Office of the State Comptroller

125 St. Paul Street, Suite 105
Rochester, New York 14604

(716) 454-2460 Fax (716) 454-3545
Cayuga, Chemung, Livingston, Monroe,
Ontario, Schuyler, Seneca, Steuben,
Wayne, Yates

BINGHAMTON AREA OFFICE

Kirk A. Schanzenbach, Chief Examiner
Office of the State Comptroller

State Office Bldg. Room 1701

44 Hawley Street

Binghamton, New York 13901-4417
(607) 721-8306 Fax (607) 721-8313
Broome, Chenango, Cortland, Delaware,
Otsego, Sullivan, Tioga, Tompkins

ALBANY AREA OFFICE

Thomas J. Kelly, Jr., Chief Examiner
Office of the State Comptroller

22 Computer Drive West

Albany, New York 12205

(518) 438-0093 Fax (518) 438-0367
Albany, Columbia, Dutchess, Greene,
Orange, Putnam, Saratoga, Schenectady,
Schoharie, Ulster
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