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12,

13.

14.

15.

There has been no:

a. Fraud involving management or employees who have significant roles in internal control.

b. Fraud involving other employees that could bave a material effect on the financial
statements. '

c. Communications from regulatory agencies concerning noncompliance with, or
deficiencies in, financial reporting practices that could have a material effect on the

financial statements.

We know of no violations of State or Federal statutory or regulatory provisions, grants, or
other contractual provisions, or of provisions of local ordinances.

We have no plans or intentions that may materially affect the carrying value or classification
of assets and liabilities.

The following have been properly reflected and/or disclosed in the financial statements:

a. Related party transactions, including with those component units for which the Town is
accountable, and joint ventures in which the Town has an interest as defined in Section
2100 of the Governmental Accounting Standards Board’s Codification of Governmental |
Accounting and Financial Reporting Standards, and interfund transactions, including
interfund accounts and advances receivable and payable, sale and purchase transactions,
interfund transfers, long-term loans, leasing arrangements and guarantees, all of which
have been recorded in accordance with the economic substance of the transaction and
appropriately classified and reported.

b. Security agreements in effect under the Uniform Commercial Code.

¢. Any other liens and/or encumbrances on assets or revenues or any assets or revenues
which were pledged as collateral for any liability or which were subordinated in any way.

d. All leases and/or material amounts of rental obligations under long-term leases.
e. Risk financing activities.

f. Deposits category of custodial credit risk.

g. The fair value of investments.

h. Inventory, which we have determined to be insignificant to the overall financial
statements.

i. Authorized but unissued bonds or notes.
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16. We are responsible for making the accounting estimates included in the financial statements.
Those estimates reflect our judgment based on our knowledge and experience about past and
current events and our assumptions about conditions we expect to exist and courses of action
we expect to take. In that regard, adequate provisions have been made:

a.

b.

To reduce receivables to their estimated net collectible amounts.

To reduce obsolete, damaged, or excess inventories to their estimated net realizable
values.

For risk retention, including uninsured losses or loss retentions (deductibles) attributable
to events occurring through December 31, 2008, and/or for expected retroactive
insurance premium adjustments applicable to periods through December 31, 2008.

For pension obligations, post-retirement benefits other than pensions, and deferred
compensation agreements attributable to employee services rendered through
December 31, 2008,

For closure and posi-closure costs associated with the operation of the Town’s municipal
solid waste landfill.

17, There are no:

a.

Violations or possible violations of laws or regulations whose effects should be
considered for disclosure in the financial statements or as a basis for recording a loss
contingency, In that regard, we specifically represent that we have not been designated
as, or alleged to be, a “potentially responsible party” by the Federal Environmental
Protection Agency or any equivalent state agencies in connection with any environmental
contamination.

Other material liabilities or gain or loss contingencies that are required to be accrued or
disclosed by Statement of Financial Accounting Standards No. 5 and/or GASB Statement
No. 10.

Guarantees, whether written or oral, under which the Town is contingently liable.
Atrrangements with financial institutions involving compensating balances or other
arrangements involving restrictions on cash balances and line-of-credit or similar
arrangements,

Agreements to repurchase assets previously sold.

Contractual obligations for plant construction or purchase of real property or equipment
not included in the labilitics or encumbrances recorded on the books.

Liabilities which are subordinated in any way to any other actual or possible liabilities.

Debt issue repurchase options or agreements, or sinking fund debt repurchase ordinance
requirements.
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i.  Debt issue provisions.
j. Derivative financial instruments.
k. Special or extraordinary items.

. Investments, intangibles, or other assets which have permanently declined in value and
should be reduced to their realizable values.

m. Material losses sustained in the fulfillment of, or from the inability to fulfill, any service
commitments.

n. Material losses sustained as a result of purchase commitments.
o. Environmental clean up obligations.
p. New pronouncements which have been issued, but which we have not yet adopted.

18. Unless disclosed to you, there have been no complaints filed with or concerning our
compliance with the provisions of:

a. Davis-Bacon Act relative fo payment of prevailing wage rates,

b. Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970
relative to acquisition of real property and the relocation of occupants of acquired

property.

19. No material civil rights suits were seitled during the period of your audit, and no civil rights
suits are pending as of December 31, 2008.

20, There are no unasserted claims or assessments that our lawyer has advised us are probable of
assertion and must be disclosed in accordance with Statement of Financial Accounting
Standards No. 5 and/or GASB Statement No. 10.

21, We have no direct or indirect, legal or moral, obligation for any debt of any organization,
public or private that is not disclosed in the financial statements.

22. There are no material transactions that have not been properly recorded in the accounting
records underlying the financial statements.

23. We have satisfactory title to all owned assets.

24. We have complied with all aspects of contractual agreements that would have a material
effect on the financial statements in the event of noncompliance.

25. Net asset components invested in capital assets, net of related debt; restricted and
unrestricted, and fund balance reserves and designations are properly classified and, if
applicable, approved, '
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26.

27.

28,

29.
" 30.

3L
32.

33

34,

Expenses have been appropriately classified in or allpcated to functions and programs in the
statement of activities, and allocations have been made on a regular basis.

Revenues arc appropriately classified in the statement of activities within the program
revenues, general revenues, contributions to term or permanent endowments, or contributions
1o permanent fund principal.

Capital assets, including infrastructurc assets, are properly capitalized, reported, and
depreciated.

Required supplementary information is propetly measured and presented.

We are responsible for establishing and maintaining effective intetnal control over financial
repotting and compliance. We ate not aware of any material internal control weaknesses or
significant deficiencies other than those reflected in your reports on intemal control dated
August 31, 2009, that should be reported,

We have responded fully to all inquiries made to us by you during your audit.

No events or transactions other than those disclosed in the financial stateraents have occurred
subsequent ta the balance sheet date that would require adjustment to, ot disclosure in, the
financial statements.

During the coursce of your audit, ybu may have accumulated records containing data which
should be refiected in our books and records, All such data have been so reflected.
Accordingly, copics of such records in your possession are no longer needed by us.

The undersigned have overseen the services provided by BST Advisots, LLC, as listed below,
and have established and maintained intetnal controls, including the monitoring of ongoing
activities related to the non-attest servics, including adjusting journal entries.

Very truly yours,
TOWN OF COLONIE, NEW YORK

Poke & KA

Paula A. Mahan, Town Supervisor

-f‘ ! ?.‘yﬂhﬂ—“

raig T. Blaiy, Comptroller
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August 31, 2009

Ms. Paula A. Mahan, Supervisor
Mr. Craig T. Blair, Comptroller
Town of Colonie, New York
Memorial Town Hall

P.O. Box 508

Newtonville, New York 12128

Dear Paula and Craig:

This letter includes comments and suggestions with respect to matters that came to our attention
in connection with our audit of the financial statements of the Town of Colonie, New York
(Town) for the year ended December 31, 2008. These itemns are offered as constructive
suggestions to be considered as part of the ongoing process of modifying and improving the
Town’s practices and procedures.

1. Fraud Awareness

As required by recent ATCPA auditing standards, we performed certain procedures to inquire as to
the existence of any fraudulent activity and of management’s opinion regarding the possibility of
frand occurring. As a result of these inquiries, we offer the following suggestions:

The Town may want to consider issuing a Code of Conduct to its vendors/suppliers. Such
a code could include a prohibition against gifts to Town employees and include a
telephone number that the supplier/vendor can contact if they have been solicited by Town
staff, Development and distribution of the code to vendors and other third parties will
reinforce the Town’s values and vendor expectations.

The reinforcement of ethical values is a best practice and reminds employees about the
Town’s values and the employee’s expecied behavior. To that end, the Town should
consider periodically reminding its employees about expected behavior. These reminders
can be in the form of monthly emails, memos, and/or periodic training. These reminders
will also help reinforce management’s culture of honesty and improve morale.

To help verify that the master vendor file is populated with legitimate vendors, the Town
may want to consider instituting an annual review of the master vendor file to determine if
any of its vendors share common telephone numbers, tax identification number, and/or
addresses. The Town should also consider reviewing its master vendor and employees file
to ensure they do not share common telephone numbers, tax identification numbers, and/or
addresses. Implementation of this procedure will help ensure that the master vendor file is
populated with legitimate vendors.

Background checks are an effective measure for identifying employees who may not be
suitable for employment with the Town. Credit checks are also helpful, especially for
employees involved in the treasury or finance functions. Therefore, the Town may want {o
consider performing background checks on certain employees to help ensure whether
closer supervision may be required and to determine whether the information contained in
the employee’s application is accurate.
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e Monitoring information filed by Town employees is an effective way of ensuring that
employees are abiding by Town policies. Therefore, the Town may want to consider
periodically matching the names of the vendors on its vendor file with the entities listed on
the annual disclosure forms filed by Town employees. Implementation of this procedure
will help the Town proactively identify potential conflicts of interests.

This letter is solely for the information and use of the Supervisor, Board of Trustees, and
management of the Town, and is not intended to be and should not be used by anyone other than

these specified parties. We appreciate serving the Town and would be happy to assist you in
addressing and implementing any of the comments and suggestions in this letter.

Very truly yours,
BOLLAM, SHEEDY, TORANI & CO. LLP

<

- ; %&Q—‘“
William C. Freitag, Partner
WCF/dme

BST |

Au Indepemdent Member of the RSM MeGladrey Network
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Ms. Paula A. Mahan, Supervisor
Mr. Craig T. Blair, Comptroller
Town of Colonie, New York
Memorial Town Hall

P.O. Box 508

Newtonville, New York 12128

Dear Paula and Craig:

In connection with our audit of the financial statements of the Town of Colonie, New York
{Town) as of and for the year ended December 31, 2008, we identified deficiencies in internal
control over financial reporting (control deficiencies).

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
financial statement misstatements on a timely basis. A deficiency in design exists when a control
necessary to meet the control objective is missing, or when an existing control is not properly
designed so that even if the control operates as designed, the control objective is not always met.
A deficiency in operation exists when a properly designed control does not operate as designed
or when the person performing the control does not possess the necessary authority or
qualifications to perform the control effectively.

A significant deficiency is a control deficiency, or a combination of conirol deficiencies, that
adversely affect the entity’s ability to authorize, initiate, record, process, or report financial data
reliably in accordance with accounting principles generally accepted in the United States of
America such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statemenis

will not be prevented or detected.

We have separately communicated, to you and the Board of Trustees, identified deficiencies that
we determined to be significant deficiencies or material weaknesses within the Single Audit
Reports.

Following are descriptions of other identified control deficiencies that we determined did not
constitute significant deficiencies or material weaknesses:
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1. Inventory Controls

Observation: Currently, the Town accounts for inventory on the “purchase” method in all its
operating funds, whereby inventory items are expensed when purchased. Accounting principles
generally accepted in the United States of America require that inventory be reported on the
“consumption” method of accounting for the proprietary funds and government-wide financial
statement reporting. The consumption method recognizes inventory as an asset when purchased,
and then expenses the item once it is issued from inventory. The Town has informed us that it
believes inventory within these funds is not significant.

Recommendation: We suggest that during 2009, the Town take the necessary steps to quantify
and value the various inventories within the proprietary funds and those within the governmental
funds® government-wide reporting. This will help corroborate the Town’s assertions on the
significance of inventory amounts, and will also provide a basis to monitor inventory within the
operating funds. Maintenance of inventory allows for 1) the monitoring of “shrinkage,” or
undocumented use, which if significant, can be an indication of misappropriation; and

2) provides for more precise results of operations for each fund.

2. Capital Asset Inventory

Observation: The Town has a detailed capital asset listing supporting the balances reported in
the proprietary and government-wide financial statements. However, the Town has not
undergone a capital asset inventory in a number of years.

Recommendation: The Comptroller’s office, with cooperation from the various departments,
should document a full inventory of the capital assets owned by the Town. Typically, this
inventory identifies inconsistency between the accounting records (the capital asset listing) and
the assets actually in use. Any discrepancies should be investigated and, if necessary,
adjustments made to the accounting records.

This communication is intended solely for the information and use of management, the Board of
Trustees, and others within the Town and is not intended to be and should not be used by anyone
other than these specified parties.

Very truly yours,
BOLLAM, SHEEDY, TORANI & CO. LLP

- %.«(?\

William C. Freitag, Pariner

WCF/dme

BST |
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