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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
July 2014

Dear Town 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 Town 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 Town of Murray, entitled Capital Projects. 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

State of New York
Offi ce of the State Comptroller
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Offi ce of the State Comptroller
State of New York

EXECUTIVE SUMMARY

The Town of Murray (Town) is located in Orleans County (County) and had a population of 4,988 as 
of the 2010 census. The elected fi ve-member Town Board (Board) is the legislative body responsible 
for the general management and control of the Town’s fi nancial and operational affairs. The Town 
provides various services to its residents including road maintenance, snow removal, fi re protection, 
water, sewer and general government support. The Town’s 2014 budgeted appropriations for all funds 
totaled approximately $2.2 million and were funded primarily by real property taxes, intergovernmental 
charges, sales tax, State aid and user fees.

The Town Supervisor (Supervisor) is the Town’s chief executive and chief fi scal offi cer. The Supervisor, 
who is a member of the Board, has the overall responsibility for maintaining the accounting records, 
preparing monthly fi nancial reports for the Board and preparing and fi ling annual fi nancial reports. 
The Board contracted with an accounting fi rm (Firm) to assist the Supervisor in fulfi lling his fi nancial 
duties.

Scope and Objective

The objective of our audit was to review the Supervisor’s fi nancial records and reports for the period 
January 1, 2008 through February 25, 2014. Our audit addressed the following related question:

• Did the Supervisor properly account for capital project activity?

Audit Results

As of December 9, 2013, the Town’s expenditures for its six capital projects, exclusive of town hall 
improvements,1 totaled approximately $2.6 million. The Board did not properly authorize all capital 
projects, monitor activity and approve the close out of all completed projects. The Supervisor did 
not adequately oversee and monitor the Firm’s work, which resulted in signifi cant problems with 
accounting for and reporting of capital project activity, as well as the use of certain debt proceeds. 

There was no evidence in the Board resolutions and minutes that the Board established a maximum 
authorized amount or identifi ed the funding sources for the town hall renovation and construction 
project. The Firm recorded all of the town hall improvement activity in three appropriation accounts in 
the general town-wide fund. In 2012, expenditures recorded in these three accounts totaled $292,613 
and exceeded the original budgeted amounts of $90,000 by $202,613. However, since these three 
accounts also included operating expenditures, Town offi cials could not readily determine the amount 

1 Costs attributable to town hall improvements were not adequately segregated, so a total is not readily discernible.
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attributable to capital purposes. In addition, the Board has not authorized the close out of two completed 
capital projects as of December 31, 2013. 

The Firm’s software is not able to generate appropriate fi nancial reports. Therefore, the Firm has to 
manually prepare separate monthly fi nancial reports, which are spreadsheet summaries of fi nancial 
activity. Spreadsheets are inherently risky because they do not record transaction histories and can 
be modifi ed without any audit trail other than the last time the spreadsheet was saved. Furthermore, 
neither the Supervisor nor the Board receives fi nal year-end fi nancial reports. While the December 
monthly report included year-to-date totals, the Firm made signifi cant year-end adjustments to the 
records prior to preparing the annual fi nancial report. Due to the poor condition of the Town’s fi nancial 
records and reports, the Board was not in a position to appropriately evaluate the Town’s true fi nancial 
condition or effectively monitor the Town’s fi nancial operations. 

Debt proceeds totaling $837,569 for two water districts were deposited in a bank account for the water 
fund rather than into a separate bank account as required by the Local Finance Law, and the cash in this 
account was used for operating and capital purposes. Two water districts still owed the general town-
wide fund a total of $57,516 as of December 31, 2013 for temporary advances made for startup costs. 
Moreover, the Town improperly transferred $140,000 from the highway town-wide fund to the general 
town-wide fund for the completion of the town hall project in 2012. When capital project activity is 
not accounted for in the capital projects fund, the likelihood of misclassifi cations and other accounting 
errors occurring is increased. Further, the use of debt proceeds to pay operating costs violates the Local 
Finance Law and the covenants made to the purchasers of the Town’s debt.

In addition, from fi scal years 2009 through 2013, 35 interfund transfers totaling more than $3.7 million 
were made and fi ve of these loans totaling more than $1 million were not authorized by the Board. 
The Board’s failure to review and approve interfund advances, as required by law, limits its ability to 
monitor the Town’s fi nancial affairs.

Comments of Local Offi cials

The results of our audit and recommendations have been discussed with Town offi cials and their 
comments, which appear in Appendix A, have been considered in preparing this report. Except as 
specifi ed in Appendix A, Town offi cials generally agreed with our recommendations and indicated 
they planned to initiate corrective action. 
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Background

Introduction

Objective

Scope and
Methodology

The Town of Murray (Town) is located in Orleans County (County) 
and had a population of 4,988 as of the 2010 census. The elected 
fi ve-member Town Board (Board) is the legislative body responsible 
for the general management and control of the Town’s fi nancial and 
operational affairs. The Town provides various services to its residents 
including road maintenance, snow removal, fi re protection, water, 
sewer and general government support. The Town’s 2014 budgeted 
appropriations for all funds totaled approximately $2.2 million and 
were funded primarily by real property taxes, intergovernmental 
charges, sales tax, State aid and user fees.

The Town Supervisor (Supervisor) is the Town’s chief executive and 
chief fi scal offi cer. The Supervisor, who is a member of the Board, 
has the overall responsibility for maintaining the accounting records, 
preparing monthly fi nancial reports for the Board and preparing 
and fi ling annual fi nancial reports. The Board contracted with 
an accounting fi rm (Firm) to assist the Supervisor in fulfi lling his 
fi nancial duties.

The objective of our audit was to review the Supervisor’s fi nancial 
records and reports and addressed the following related question:

• Did the Supervisor properly account for capital project 
activity?

We examined the Supervisor’s fi nancial records and reports for the 
period January 1, 2008 through February 25, 2014.

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 is 
included in Appendix B of this report.
 
The results of our audit and recommendations have been discussed 
with Town offi cials and their comments, which appear in Appendix 
A, have been considered in preparing this report. Except as 
specifi ed in Appendix A, Town offi cials generally agreed with our 
recommendations and indicated they planned to initiate corrective 
action. 

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 

Comments of
Local Offi cials and
Corrective Action
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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 Town 
Clerk’s offi ce. 
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Capital Projects

The Board is responsible for properly authorizing, fi nancing and 
monitoring the status of individual capital projects to ensure that funds 
are properly used only for their intended purposes. The Supervisor 
is responsible for properly recording capital project activity. Local 
Finance Law requires the Town to use debt proceeds only for the 
object or purpose for which the debt was issued. 

In recent years, the Town has undertaken the following six capital 
projects: town hall improvements, three new water districts and 
two vehicle acquisitions. As of December 9, 2013, capital projects 
expenditures, exclusive of town hall improvements,2 totaled 
approximately $2.6 million. We found that the Board did not properly 
authorize all capital projects, monitor activity and approve the close 
out of all completed projects. Two projects were completed in 
2009 but remained open as of December 31, 2013. The Board also 
contracted with an accounting fi rm (Firm) to assist the Supervisor 
in fulfi lling his fi nancial duties. However, the Supervisor did not 
adequately oversee and monitor the Firm’s work. As a result, there 
were signifi cant problems with accounting for and reporting of capital 
project activity, as well as the use of certain debt proceeds. Moreover, 
the Town’s records did not agree with the annual fi nancial reports.

The Firm recorded capital project activity for town hall renovations in 
operating funds together with routine operations. Expenditures from 
these operating funds were more than $292,000 in 2012. The Firm 
also incorrectly recorded $100,000 in bond proceeds in the water 
fund instead of the capital projects fund. Consequently, the $100,000 
debt proceeds were improperly used to pay operating expenditures. 
The commingling of capital project resources and transactions in 
operating funds does not allow for capital activity to be appropriately 
monitored against project authorizations approved by the Board and 
does not comply with legal requirements related to debt proceeds. We 
also found that two water districts still owed the general town-wide 
fund almost $58,000 as of December 31, 2013.3 Further, the Town 
improperly transferred $140,000 from the highway town-wide fund 
to the general town-wide fund for the completion of the town hall 
project in 2012. 

2 Costs attributable to town hall improvements were not adequately segregated, so 
a total is not readily discernible.

3 Both projects were completed before 2010.
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To maintain control over capital projects and their related 
expenditures, the Board should adopt resolutions authorizing the 
maximum estimated cost and method of fi nancing for each project at 
its inception. Failure to limit expenditures to available authorizations 
creates the risk that funds may not be available when required for 
necessary expenditures. Once a project is completed, the Board 
should adopt a resolution to close the project and identify how any 
unexpended balances are to be disposed of, based upon the source of 
the project’s funding.4 

We reviewed Board resolutions and minutes and found no evidence 
that the Board established a maximum authorized amount or identifi ed 
the funding sources for the town hall renovation and construction 
project.5 The Firm recorded all of the town hall improvement activity 
in three appropriation accounts in the general town-wide fund. In 
2012, expenditures recorded in these three accounts totaled $292,613 
and exceeded the original budgeted amounts of $90,000 by $202,613. 
However, since these three accounts also included operating 
expenditures, Town offi cials could not readily determine the amount 
attributable to capital purposes. 

In addition, the Board has not authorized the close out of the two 
completed capital projects as of December 31, 2013. Water district 
#13 was completed on December 10, 2009, but the project still had a 
cash balance of $14,871 as of December 31, 2013. Water district #14 
was completed in May 2009, but the project has not paid back the 
$1,027 interfund loan to the general town-wide fund as of December 
31, 2013.

Failure to properly authorize and close out capital projects increases 
the risk that projects will be overexpended and that funds will not be 
used for their intended purposes. 

Complete and accurate accounting records for capital projects 
are necessary for proper fi nancial reporting and monitoring. 
Financial records for each capital project should contain suffi cient 
information to document the project’s complete fi nancial history 
and establish accountability for resources provided for a particular 
purpose. Maintenance of individual capital project records assists 
offi cials in monitoring the status of each project and provides the 

Capital Project 
Authorizations

4 Unexpended funds originating from bonds or from multiple sources, which 
include debt proceeds, must be applied to the related debt (transferred to the debt 
service fund). Unexpended funds originating from interfund transfers must be 
returned to the fund that originally supplied the resources and may then be used 
for any legal purpose. 

5 The Board properly established the fi nancial plans for the water district capital 
projects.

Accounting for Capital 
Projects
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Board with the information necessary to ensure that expenditures 
are within the amounts authorized and funding sources are used in 
accordance with the approved plan of fi nancing. The Supervisor, as 
the Town’s chief fi scal offi cer, is responsible for the Town’s basic 
accounting functions, maintaining adequate records and periodically 
preparing and providing fi nancial reports to the Board for review. 
If the Supervisor uses an accounting fi rm to perform these duties, 
the Supervisor should provide suffi cient oversight to ensure that the 
fi rm maintains suitable records and documents fi nancial information 
accurately and on a timely basis.

Accounting Records and Reports − The Firm uses a combination of 
an accounting software application and spreadsheets to record and 
present the Town’s fi nancial activity. The Firm uses the software 
application to record the revenues and expenditures; however, the 
software is not able to generate appropriate fi nancial reports. Therefore, 
the Firm has to manually prepare separate monthly fi nancial reports, 
which are spreadsheet summaries of fi nancial activity. Moreover, the 
Board considers the spreadsheet reports to be the Town’s accounting 
records. Town offi cials must contact the Firm for a breakdown of 
summary activity. Relying on spreadsheets to serve as the primary 
accounting system is inherently risky in that spreadsheets do not 
record transaction histories and can be modifi ed without any audit 
trail other than the last time the spreadsheet was saved. Furthermore, 
neither the Supervisor nor the Board receives fi nal year-end fi nancial 
reports. While the December monthly report include year-to-date 
totals, the Firm makes signifi cant year-end adjustments to the records 
prior to preparing the annual fi nancial report.

We found that certain activity recorded in the Town’s records (i.e., 
the monthly fi nancial reports) did not agree with the annual fi nancial 
reports that were fi led with the Offi ce of the State Comptroller, as 
follows: 

• The Town received grant revenue of $284,384 for the water 
district #13 capital project in 2008 and 2009. However, the 
Firm recorded $309,000 in grant revenues in the Town’s 
records but then reported a total of $122,679 in grant revenues 
in the annual fi nancial reports. 

• The Town issued two installment bonds ($100,000 in 2009 and 
$105,000 in 2012) to partially fi nance two truck purchases. 
The Firm recorded the truck expenditures of $180,519 and 
$208,481, respectively, in the highway town-wide fund in 
the Town’s records, but then reported $80,519 and $103,481, 
respectively, in the highway town-wide fund in the annual 
fi nancial reports. The other portions of the expenditures were 
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reported in the capital projects fund. While the Firm properly 
recorded the bonds as revenues in the Town’s records, the 
debt was reported in the annual fi nancial report as if it was 
a bond anticipation note (BAN). Typically, BANs are short 
term fi nancing instruments; therefore, a liability to refl ect 
the obligation is recorded and reported in the capital projects 
fund. Revenue is only recognized when long term permanent 
fi nancing is issued (i.e., the bond). As such, revenues in 
the capital projects fund were underreported on the annual 
fi nancial report by $100,000 in 2009 and $105,000 in 2012.

• The Town issued two BANs totaling $1,636,000 in 2008 
and 2013 for two new water districts. These moneys were 
improperly recorded as revenues in the Town’s records. 
However, the BANs were properly reported in the annual 
fi nancial reports.

Due to the poor condition of the Town’s fi nancial records and reports, 
the Board was not in a position to appropriately evaluate the Town’s 
true fi nancial condition or effectively monitor the Town’s fi nancial 
operations. When the Board and the Supervisor place undue reliance 
on the Firm, controls are weakened and there is an increased risk 
that Town funds could be misappropriated and improper transactions 
concealed.

Capital Project Moneys − The Town also did not maintain a separate 
bank account for capital projects as required when a project was 
fi nanced partially or totally from bonds or bond anticipation notes. 
We found that the debt proceeds totaling $837,569 for two water 
districts6 were deposited in a bank account for the water fund, rather 
than into a separate bank account as required by the Local Finance 
Law, and the cash in this account was used for operating and capital 
purposes. Moreover, the water district #12 capital project should have 
an unexpended balance of $28,498. However, the Firm incorrectly 
recorded $100,000 in bond proceeds in the water fund instead of the 
capital projects fund. Consequently, the $100,000 debt proceeds were 
improperly used to pay operating expenditures. 

When capital project activity is not accounted for in the capital 
projects fund, the likelihood of misclassifi cations and other accounting 
errors occurring is increased. This will result in misleading reporting 
of capital and operating fi nancial activity. Further, the use of debt 
proceeds to pay operating costs violates the Local Finance Law and 
the covenants made to the purchasers of the Town’s debt.

6 Water districts #12 and #13
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The General Municipal Law requires that the repayment of interfund 
advances be made as soon as moneys are available and no later than 
the close of the fi scal year in which the advance was made.  

During our audit period, the Firm recorded numerous interfund 
advances. The Town made temporary advances for cash fl ow purposes 
from the general town-wide fund to the capital projects fund for 
startup costs related to the establishment of the new water districts. 
We found that water district #12 and water district #14 still owed 
the general town-wide fund $56,489 and $1,027, respectively, as of 
December 31, 2013.7  

Moreover, the Town improperly transferred $140,000 from the 
highway town-wide fund to the general town-wide fund for the 
completion of the town hall project in 2012. Without the $140,000 
transfer, the general town-wide fund would have reported an assigned 
unappropriated fund balance defi cit of $58,771 instead of a positive 
balance of $81,229 as of December 31, 2012. In addition, the highway 
town-wide fund’s assigned unappropriated fund balance would have 
been $152,230 instead of $12,230.

In addition, we reviewed bank statements for fi scal years 2009 through 
2013. During this time, 35 interfund transfers totaling more than $3.7 
million were made. We found that fi ve interfund loans totaling more 
than $1 million were not authorized by the Board in 2012 and 2013.

The Board’s failure to review and approve interfund advances, as 
required by law, limits the Board’s ability to monitor the Town’s 
fi nancial affairs.

1. The Board should establish a maximum authorized amount and 
identify the fi nancing sources for each capital project.

2. The Board should approve the close out of capital projects when 
they are completed.

3. The Supervisor should properly oversee and monitor the work 
of the Firm to ensure that accounting records are complete and 
accurate.

4. The Supervisor should ensure that the accounting records and 
annual fi nancial report agree. 

5. The Board should ensure that debt proceeds are expended only 
for the purpose for which such obligations were issued.

Interfund Advances

7 Both projects were completed before 2010.

Recommendations



12                OFFICE OF THE NEW YORK STATE COMPTROLLER12

6. The Board should identify all moneys improperly residing in the 
capital projects and water funds and return those moneys to the 
general town-wide fund or the debt service fund, as required.

7. The Board should approve all interfund transactions.

8. The Board should ensure that interfund advances are repaid within 
the required timeframes.

9. The Board should ensure that the Supervisor returns the $140,000 
that was improperly transferred from the highway town-wide 
fund to the general town-wide fund.
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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 TOWN OFFICIAL’S RESPONSE
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APPENDIX B

AUDIT METHODOLOGY AND STANDARDS 

The objective of our audit was to determine whether the Supervisor properly accounted for capital 
project activity. To accomplish this, we interviewed appropriate Town offi cials, tested selected records, 
and examined pertinent documents for the period January 1, 2008 through February 25, 2014. Our 
procedures included the following:

• We interviewed Town offi cials, Town employees, and staff from the Firm to gain an 
understanding of Town operations in the areas of capital project administration and accounting 
over the last six years. 

• We reviewed Board minutes and relevant fi nancial records and reports to determine if the 
Town has undertaken any capital projects.

• We reviewed Board minutes to determine if the Board set forth the overall fi nancial plan for 
capital projects undertaken during the audit period, including the authorization amounts and 
funding sources, as well as the anticipated issuance of debt. 

• We reviewed a judgmentally selected sample of 35 interfund transfers and loans totaling more 
than $3.7 million to ensure that they were properly recorded, authorized by the Board and in 
compliance with statute. We selected these transfers based on their purposes.

• We reviewed relevant fi nancial records and reports to determine if the capital projects revenues 
and other funding sources were properly recorded. 

• We reviewed a judgmentally selected sample of capital project-related vouchers totaling 
$792,155 to ensure disbursements were properly recorded and supported. These vouchers were 
for two vehicle purchases and two months of vouchers for two water districts.

• We compared all expenditures in the Town’s records with the project cost certifi cation forms to 
determine if the expenditures were recorded accurately.  

• We reviewed the transfers between the general town-wide fund and one capital project totaling 
$926,537 to determine if loans were properly paid back. 

• We reviewed the monthly fi nancial reports and the Board minutes to determine if all completed 
capital projects were properly closed out.

We conducted this performance audit in accordance with 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 objective. We believe that the evidence obtained 
provides a reasonable basis for our fi ndings and conclusions based on our audit objective. 
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APPENDIX C

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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