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AUDIT COMMITTEE FOR ERIE COUNTY

Joshua P. Heim - Chairman

Aaron M. Saykin, Esg. - Vice - Chairman
Steven Sanders, CPA

Hon. April N.M. Baskin

Hon. John J. Mills

Mary K. Nytz-Hosler, Secretary

December 14, 2022

Honorable Members of the County
Legislature and the County Executive
County of Erie, New York

Ladies and Gentlemen:

The Audit Committee for Erie County (Committee) is pleased to present its annual report for Erie County's
(County) fiscal year ended December 31, 2021.

The Committee was established in 1985 pursuant to Section 2517 of the Erie County Charter (Charter). The
establishment of this committee was approved by the citizens of the County in the November 1984 general
election. The major functions of the Committee are described in the Charter as follows:

*  Prepare Requests for Proposals for audits of the County.

« Evaluate responses and make a recommendation to the Erie County Legislature (Legislature) for
the selection of an accounting firm for the County's independent annual audit.

* Review the annual audits with the independent accountants.

* Prepare and submit an annual report to the County Executive and the Legislature. The annual
report is to contain findings, comments, and recommendations with respect to each audit of financial
statements.

* Monitor implementation of the recommendations contained in the Management Letter.

County management is responsible for the financial reporting process; the preparation of basic financial
statements in accordance with accounting principles generally accepted in the United States of America;
the system of internal controls, including the internal controls over financial reporting; and procedures
designed to ensure compliance with accounting standards and applicable laws and regulations.

Our Committee has oversight responsibilities only and our role is not meant to be as experts in accounting
and auditing. We rely without independent verification on the information provided to us and on the
representations made by management regarding the effectiveness of internal control over financial
reporting, that the financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America.
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The Committee also relies on the opinions of the independent auditors on the basic financial statements
and the effectiveness of internal controls over financial reporting.

Committee Responsibilities

The Committee did not act or perform the functions of the type of an Audit Committee required under
the Sarbanes Oxley Act of 2002, the rules and the regulations of the Securities and Exchange Commission,
or any similar laws, rules, or regulations. The Committee performed only those limited functions as are
described in this report.

The Committee reviewed and discussed with management limited aspects of year-end results contained
in the financial statements and reports.

As stated on pages 3 and 4 of this report, the Committee has limited responsibilities and relies on the
representations of management and the independent auditors. Accordingly, the Committee does not provide
an independent basis to determine that the County's financial statements have been prepared with
accounting principles generally accepted in the United States of America or that the audit of the County's
financial statements by the independent auditors has been carried out in accordance with auditing standards
generally accepted in the United States of America.

Management has represented that the County's financial statements were prepared in accordance with
accounting principles generally accepted in the United States of America. The Committee is in accordance
with the requirements established by the Statement on Auditing Standards No. 114, The Auditor's
Communication with Those Charged with Governance.

Although the Sarbanes Oxley Act applies primarily to publicly traded companies, and not to government
entities, we have recommended and continue to recommend that all component units of County government
review the provisions of this and similar laws, rules, and procedures regulating governance matters
generally, and take action to implement any appropriate provisions of such governance laws, rules, and/or
procedures. As a minimum, both the CEO and CFO of each government unit involved with the preparation
of financial statements should certify the accuracy, correctness, and completeness of the financial statements
relating to his/her respective units.

The Committee selects the County's external auditors per Section 2517 of the Erie County Charter. On
September 9, 2021, the Erie County Legislature approved a three-year contract with Drescher & Malecki,
LLP to conduct the audits for the fiscal years of 2021 through 2023, with optional extensions for 2024 and
2025.
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Management Letter Concerns from Drescher & Malecki

1) Concern of D & M — DEPARTMENTAL POLICIES AND PROCEDURES

The county's auditor, Drescher & Malecki, LLP ("D & M"), noted that the County's Department of Real
Property Tax Services lacked formal policies or procedures outlining critical job functions. Without
documented policies and procedures, turnover of long-tenured employees could cause an interruption of
service delivery or errors to occur.

D & M recommends that the Department of Real Property Tax Services develops written policies to
facilitate the transfer of knowledge among employees, provide a formal, written succession plan, and
encourage personal profession development to increase employees' skills as they prepare for more
responsibilities. Further D & M notes a lack of a formalized set of procedures to reconcile the records of
the New York State Assessment System, the Govern tax management system, and the SAP accounting
software, which increases the risk that errors go undetected in the issuance of tax bills, filing of the New
York State tax cap calculation. Payment on lieu of taxes receipts and other functions.

Committee Recommendation: Departmental Policies and Procedures

The Committee agrees with D & M's recommendations that the Department of Real Property Tax Services
and the Budget Director develop and formalize the aforementioned policies and procedures to
safeguard the integrity of the system and its data.

2) Concern of D & M — LEASE POLICY

Governmental Accounting Standards Board ("GASB") Statement No. 87, Leases, is required to be
implemented for the fiscal year ending December 31, 2022. GASB Statement No. 87 increases the
usefulness of governments’ financial statements by requiring recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. It establishes a single
model for lease accounting based on the foundational principle that leases are financings of the right to
use an underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred
inflow of resources, thereby enhancing the relevance and consistency of information about governments’
leasing activities.

Given the future implementation of GASB statement No. 87, D & M recommend that the County implement
a formal lease policy based on GASB Statement No. 87 guidelines to ensure a standard set of guidelines
are followed for the reporting of leases.
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Committee Recommendation: Lease Policy

The Committee agrees with D & M’s recommendations. The committee will verify with the
Comptroller’s Office that GASB 87 guidelines are being implemented.

3) Concern of the D & M —DEPARTMENT CASH RECONCILIATIONS

Certain departments within the County maintain activity of their departments in decentralized cash

accounts, which are included in the County’s general ledger through a journal entry at year-end. As discussed
in prior years, the Comptroller’s Office relies on these departments to reconcile and review their bank
statements and their cash balances throughout the year. D & M found that certain departments within the
County did not provide the Comptroller’s Office with reconciliations within a timely manner.

D & M recommends that the departments perform and document monthly reconciliations of their cash
accounts. Further, D & M recommends that the Comptroller’s Office determine the feasibility of performing
periodic reviews of the departmental cash accounts in order to determine that regular review and reconciliation
of the departments’ cash accounts is occurring, as well as monitoring the cash balances throughout the year

within the general ledger.

Committee Recommendation: Department Cash Reconciliations

The Committee agrees with D & M and suggests that the Comptroller’s office circulate a draft procedure and
best practices for reconciling cash accounts and ask for departmental feedback. Once the departments have
reviewed and commented, the Comptroller’s Office should finalize and circulate the recommended County
wide reconciliation procedure.

New Reporting Requirements

The County of Erie is in the process of implementing the applicable portions of the following GASB
Statements:

« GASB Statement No. 87, Leases; effective for the fiscal year ending December 31, 2022. The
objective of this Statement is to better meet the needs of financial statement users by improving
accounting and financial reporting for leases by governments.

+ GASB Statement No. 94, Public-Public and Public-Private Partnerships and Availability
Payment Arrangements, effective for the fiscal year ending December 31, 2023. The objectives of this
Statement are to improve financial reporting by addressing issued related to public-private and public-public
partnerships arrangements (“PPPs”).
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+ GASB Statement No. 96, Subscription-Based Information Technology Arrangements, effective for the
fiscal year ending December 31, 2023. The objective of this Statement is to provide guidance on the
accounting and financial reporting for subscription-based information technology arrangements (“SBITAS”)
for government end users.

*+ GASB Statement No. 99, Omnibus 2022; effective for the fiscal year ending December 31, 22, while
other elements become effective during the fiscal year ending December 31, 2023 and 2024. The
objectives of this Statement are to enhance comparability in accounting and financial reporting and to improve
the consistency of authoritative literature by addressing (1) practice issues that have been identified during
implementation and application of certain GASB Statements and (2) accounting and financial
reporting for financial guarantees.

« GASB Statement No. 100, Accounting Changes and Error Corrections — an amendment of GASB
Statement No. 62, effective for the fiscal year ending December 31, 2024. The objective of this
Statement is to improve financial reporting requirements for accounting changes and error corrections.

+ GASB Statement No. 101, Compensated Absences, effective for the fiscal year ending
December 31, 2024. The objective of this Statement is to improve financial reporting by
addressing issues related to the recognition and measurement for compensated absences.

Internal Control

An audit of financial statements includes consideration of internal control over financial reporting as a basis
for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entirety of the entity's internal control over financial
reporting. As part of their audit D & M considered the internal control of the County solely for the purpose
of determining their audit procedures and not to provide any assurance concerning such internal
control. Given these limitations, D & M did not identify any deficiencies in internal control that they would
consider to be a material weakness.

Auditor’'s Opinion

Drescher & Malecki has rendered an opinion that the financial statements of the County of Erie for the year
ending December 31, 2021 present fairly, in all material respects, the respective financial position of the
governmental activities, the business-type activities, the discretely presented component units, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the
County.
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The Audit Committee for Erie County is not responsible for any matters relating to the budget preparation and
approval. Accordingly, we make no comment regarding the budget.

Should you have any questions regarding the contents of this report, please contact me at 716-848-7328 or
Mary Nytz-Hosler at 719-858-6927.

Respectfully submitted,
AUDIT COMMITTEE FOR ERIE COUNTY

Joshua Hetm

Joshua Heim
Chairman
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Drescher & Malecki LLP
3083 William Street, Suite 5
Buffalo, New York 14227
Telephone: 716.565.2299
Fax: 716.565.2201

Certified Public Accountants
March 21, 2022

Honorable Mark C. Poloncarz
County Executive

County of Erie, New York

95 Franklin Street

Buffalo, New York 14202

Honorable Kevin R. Hardwick
County Comptroller

County of Erie, New York

95 Franklin Street

Buffalo, New York 14202

Dear Mr. Poloncarz and Mr. Hardwick:

The following represents our understanding of the services that we will provide the County of Erie, New
York:

You have requested that we audit the financial statements of the governmental activities, the business-
type activities, the discretely presented component units, the aggregate discretely presented component
units, each major fund, and the aggregate remaining fund information of the County as of December 31,
2021, and for the year then ended, and the related notes to the financial statements, which collectively
comprise the County’s basic financial statements as listed in the table of contents.

In addition, we will audit the County’s compliance over major federal award programs for the period
ended December 31, 2021, We are pleased to confirm our acceptance and our understanding of this audit
engagement by means of this letter. Our audits will be conducted with the objectives of our expressing an
opinion on each opinion unit and an opinion on compliance regarding the County’s major federal award
programs. The objectives of our audit of the financial statements are to obtain reasonable assurance about
whether the financial statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with auditing standards generally accepted in the United States of America (“U.S. GAAS”)
and in accordance with Government Auditing Standards, issued by the Comptroller General of the United
States of America, will always detect a material misstatement when it exists. Misstatements, including
omissions, can arise from fraud or error and are considered material if there is a substantial likelihood
that, individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the financial statements.

The objectives of our compliance audits are to obtain sufficient appropriate audit evidence to form an
opinion and report at the level specified in the governmental audit requirement about whether the entity
complied in all material respects with the applicable compliance requirements and identify audit and
reporting requirements specified in the governmental audit requirements that are supplementary to U.S.
GAAS and Government Auditing Standards, if any, and perform procedures to address those
requirements.



Schedule of Expenditures of Federal Awards

We will subject the Schedule of Expenditures of Federal Awards to the auditing procedures applied in
our audit of the basic financial statements and certain additional procedures, including comparing and
reconciling the schedule to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and additional procedures in accordance with U.S.
GAAS. We intend to provide an opinion on whether the schedule of expenditures of federal awards is
presented fairly in all material respects in relation to the financial statements as a whole.

Data Collection Form

Prior to the completion of our engagement, we will complete the sections of the Data Collection Form
that are our responsibility. The form will summarize our audit findings, amounts and conclusions. It is
managerment’s responsibility to submit a reporting package including financial statements, schedule of
expenditure of federal awards, summary schedule of prior audit findings and corrective action plan along
with the Data Collection Form to the federal audit clearinghouse. The financial reporting package must
be text searchable, unencrypted, and unlocked. Otherwise, the reporting package will not be accepted by
the federal andit clearinghouse. We will assist you in the electronic submission and certification. You
may request from us copies of our report for you to include with the reporting package submitted to pass-
through entities.

The Data Collection Form is required to be submitted within the earlier of 30 days after receipt of our
auditors’ reports or nine months after the end of the audit period, unless specifically waived by a federal
cognizant or oversight agency for audits. Data Collection Forms submitted untimely are one of the
factors in assessing programs at a higher risk.

Audit of the Financial Statements

We will conduct our audit in accordance with U.S. GAAS, the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States of
America; the audit requirements of Title 2 U.S. Code of Federal Regulations (“CFR”) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (“Uniform
Guidance™). As part of an audit of financial statements in accordance with U.S. GAAS and in accordance
with Government Auditing Standards, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. However, we will communicate to
you in writing concerning any significant deficiencies or material weaknesses in internal control
relevant to the audit of the financial statements that we have identified during the audit.



The Uniform Guidance requires that we also plan and perform the audit to obtain reasonable assurance
about whether material noncompliance with applicable laws and regulations, the provisions of contracts
and grant agreements applicable to major federal award programs, and the applicable compliance
requirements occurred, whether due to fraud or error, and express an opinion on the entity’s compliance
based on the audits. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with U.S. GAAS, Government
Auditing Standards, and the Uniform Guidance will always detect material noncompliance when it exists,
The risk of not detecting material noncompliance resulting from fraud is higher than for that resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Noncompliance with the compliance requirements is considered material if
there is a substantial likelihood that, individually or in the aggregate, it would influence the judgment
made by a reasonable user of the report on compliance about the entity’s compliance with the
requirements of the federal award programs as a whole.

As part of a compliance audit in accordance with U.S. GAAS and Government Auditing Standards, we
exercise professional judgment and maintain professional skepticism throughout the audit. We also
identify and assess the risks of material noncompliance, whether due to fraud or error, and design and
perform audit procedures responsive to those risks.

Our procedures will consist of determining major federal award programs and, performing the applicable
procedures described in the U.S. Office of Management and Budget OMB Compliance Supplement for
the types of compliance requirements that could have a direct and material effect on each of the entity’s
major programs, and performing such other procedures as we consider necessary in the circumstances.
The purpose of those procedures will be to express an opinion on the entity’s compliance with
requirements applicable to each of its major programs in our report on compliance issued pursuant to the
Uniform Guidance.

Also, as required by the Uniform Guidance, we will obtain an understanding of the entity’s internal
control over compliance relevant to the audit in order to design and perform tests of controls to evaluate
the effectiveness of the design and operation of controls that we consider relevant to preventing or
detecting material noncompliance with compliance requirements applicable to each of the entity’s major
federal award programs. Our tests will be less in scope than would be necessary to render an opinion on
these controls and, accordingly, no opinion will be expressed in our report. However, we will
communicate to you, regarding, among other matters, the planned scope and timing of the audit and any
significant deficiencies and material weaknesses in internal control over compliance that we have
identified during the audit,

We will issue a report on compliance that will include an opinion or disclaimer of opinion regarding the
entity’s major federal award programs, and a report on internal controls over compliance that will report
any significant deficiencies and material weaknesses identified; however, such report will not express an
opinion on internal control.

The County Audit Committee’s Responsibility

The County’s Audit Committee (the “Andit Committee”) is responsible for informing us of its views
about the risk of fraud within the County and its knowledge of any fraud or suspected fraud affecting the
County.



d. A final version of the annual report (including all the documents that, together, comprise
the annual report) in a timely manner prior to the date of the auditor’s report.

16. For adjusting the financial statements to correct material misstatements and confirming to us in
the management representation letter that the effects of any uncorrected misstatements
aggregated by us during the current engagement and pertaining to the current year period(s)
under audit are immaterial, both individually and in the aggregate, to the financial statements as a
whole;

177. For acceptance of nonattest services, including identifying the proper party to oversee nonattest
work;

18. For maintaining adequate records, selecting and applying accounting principles, and
safeguarding assets;

19. For informing us of any known or suspected fraud affecting the entity involving management,
employees with significant role in internal control and others where fraud could have a material
effect on compliance;

20. For the accuracy and completeness of all information provided;

21. For taking reasonable measures to safeguard protected personally identifiable and other sensitive
information; and

22. For confirming your understanding of your responsibilities as defined in this letter to us in your
management representation letter.

With regard to the Schedule of Expenditures of Federal Awards and the supplementary information,
referred to above, you acknowledge and understand your responsibility (a) for the preparation of the
Schedule of Expenditures of Federal Awards in accordance with the Uniform Guidance, (b) to provide us
with the appropriate written representations regarding the Schedule of Expenditures of Federal Awards
and the supplementary information, (c) to include our report on the Schedule of Expenditures of Federal
Awards and the supplementary information in any document that contains the Schedule of Expenditures
of Federal Awards and the supplementary information and that indicates that we have reported on such
schedules, and (d) to present the Schedule of Expenditures of Federal Awards and the supplementary
information with the audited financial staternents, or if the schedules will not be presented with the
audited financial statements, to make the audited financial statements readily available to the intended
users of the Schedule of Expenditures of Federal Awards and the supplementary information no later
than the date of issuance by you of the schedules and our report thereon.

As part of our audit process, we will request from management and, when appropriate, those charged
with governance, written confirmation concerning representations made to us in connection with the
audit.

We understand that your employees will prepare all confirmations we request and will locate any
documents or invoices selected by us for testing.

If you intend to publish or otherwise reproduce the financial statements and make reference to our firm,
you agree to provide us with printers’ proofs or masters for our review and approval before printing. You
also agree to provide us with a copy of the final reproduced material for our approval before it is
distributed.



Luke R. Malecki is the engagement partner for the audit services specified in this letter. His
responsibilities include supervising Drescher & Malecki LLP’s (“D&M”) services performed as part of
this engagement and signing or authorizing another qualified firm representative to sign the audit report.

Our fees will be billed as work progresses and are based on the anticipated amount of time required to
complete. Our fees will be as shown below:

Fiscal Year  Financial Total Health Department Other
Ending Statement Single Audit Services Services  Departments
December 31, Audit Audit Cost (per report)  (per report) (as required)

2021 $ 81,400 $ 45000 $ 126,400 $ 4,650 $ 4,650 $ 4,650

If it should be necessary for the County to request D&M to render any additional services, such services
would be submitted to the County Legislature for approval prior to D&M commencing such services. Our
2022 hourly rates for services would be as follows: Partner $215/hr.; Manager $185/hr.; Supervisory
Staff $135/hr.; and Staff $110/hr.

During the course of the audit, we may observe opportunities for economy in, or improved controls over,
your operations. We will bring such matters to the attention of the appropriate level of management,
either orally or in writing.

Regarding the electronic dissemination of audited financial statements, including financial statements
published electronically on your Internet website, you understand that electronic sites are a means to
distribute information and, therefore, we are not required to read the information contained in these sites
or to consider the consistency of other information in the electronic site with the original document.
During the course of the engagement, we may communicate with you or your personnel via fax or e-mail,
and you should be aware that communication in those mediums contains a risk of misdirected or
intercepted communications.

Professional standards prohibit us from being the sole host and/or the sole storage for your financial and
non-financial data. As such, it is your responsibility to maintain your original data and records and we
cannot be responsible to maintain such original information. By signing this engagement letter, you
affirm that you have all the data and records required to make your books and records complete.

The audit documentation for this engagement is the property of D&M and constitutes confidential
information. However, we may be requested to make certain audit documentation available to federal
agencies and the U.S. Government Accountability Office pursuant to authority given to it by law or
regulation, or to peer reviewers. If requested, access to such audit documentation will be provided under
the supervision of D&M’s personnel. Furthermore, upon request, we may provide copies of selected
audit documentation to these agencies and regulators. The regulators and agencies may intend, or decide,
to distribute the copies of information contained therein to others, including other governmental
agencies. We agree to retain our audit documentation or work papers for a period of at least five years
from the date of our report.

Farther, we will be available during the year to consult with you on financial management and
accounting matters of a routine nature,

During the course of the audit, we may observe opportunities for economy in, or improved controls over,
your operations. We will bring such matters to the attention of the appropriate level of management,
either orally or in writing,



RESPONSE:

This letter correctly sets forth our understanding.

County of Erie, New York

Acknowledged and agreed on behalf of County of Erie, New York:

o M 300 —

Mr. Mark C. Poloncarz, County Executive

Date: MMJA_. lg {.AOZZ
By: 4/ % /j\/ﬁ-\/

Mr. Kevin R. Hardwick, County Comptroller

Date: Ma-e A 23 Qe 2

Approved as to Form:;

BY/;Z/‘Q////;?W

County Altorﬁy

Document no. 22‘70('\"60
Date: _B’A;A’—:L

-11-
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Jones, Nale & Mattingly PLC

REPORT ON THE FIRM’S SYSTEM OF QUALITY CONTROL

To the Partners
Drescher & Malecki LLP
and the Peer Review Committee of the Pennsylvania Institute of CPA’s

We have reviewed the system of quality control for the accounting and auditing practice of Drescher &
Malecki LLP (the firm) in effect for the year ended December 31, 2020. Our peer review was conducted in
accordance with the Standards for Performing and Reporting on Peer Reviews established by the Peer
Review Board of the American Institute of Certified Public Accountants (Standards).

A summary of the nature, objectives, scope, limitations of, and the procedures performed in a System
Review as described in the Standards may be found at www.aicpa.org/prsummary. The summary also
includes an explanation of how engagements identified as not performed or reported in conformity with
applicable professional standards, if any, are evaluated by a peer reviewer to determine a peer review rating.

Firm’s Responsibility

The firm is responsible for designing a system of quality control and complying with it to provide the firm
with reasonable assurance of performing and reporting in conformity with applicable professional standards
in all material respects. The firm is also responsible for evaluating actions to promptly remediate
engagements deemed as not performed or reported in conformity with professional standards, when
appropriate, and for remediating weaknesses in its system of quality control, if any.

Peer Reviewer’s Responsibility

Our responsibility is to express an opinion on the design of the system of quality control and the firm’s
compliance therewith based on our review.

Required Selections and Considerations

Engagements selected for review included engagements performed under Government Auditing Standards,
including compliance audits under the Single Audit Act.

As a part of our peer review, we considered reviews by regulatory entities as communicated by the firm, if
applicable, in determining the nature and extent of our procedures.

Certified Public Accountants and Advisors
401 West Main Street, Suite 1100 Louisville, Kentucky 40202 tel; 502.583.0248 fax: 502.589-1680 www.jnmcpa.com
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Drescher & Malecki LLP
3083 William Street, Suite 5
Buffalo, New York 14227
Telephone: 716.565.2299
Fax: 716.565.2201

Drescher
& Malecki

Certified Public Accountants

June 24, 2022

Honorable County Executive

Honorable County Comptroller

Honorable Members of the County Legislature and
Audit Committee

County of Erie, New York:

In planning and performing our audit of the basic financial statements of the County of Erie, New York
(the “County”) as of and for the year ended December 31, 2021, in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States,
we considered the County’s internal control over financial reporting (“internal control”) as a basis for
designing audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the County’s internal control over financial reporting.

A deficiency in internal control 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 and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented, or
detected and corrected on a timely basis. A reasonable possibility exists when the likelihood of an event
occurring is either reasonably possible or probable defined as follows:

e Reasonably possible. The chance of the future event or events occurring is more than remote
but less than likely.
e Probable. The future event or events are likely to occur.

Our consideration of internal control was for the limited purpose described in the first paragraph and
was not designed to identify all deficiencies in internal control that might be material weaknesses.
Given these limitations, during our audit we did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses. However, material weaknesses may
exist that have not been identified.

During our audit we identified certain matters involving the internal control, other operational matters,
and future reporting requirements that are presented for your consideration. This letter does not affect
our report dated June 24, 2022 on the financial statements of the County. We will review the status of
these comments during our next audit engagement. Our comments and recommendations, all of which
have been discussed with appropriate members of management, are intended to improve the internal
control or result in other operating efficiencies. Our comments are summarized in Exhibit L.



The purpose of this communication, which is an integral part of our audit, is to describe for
management and those charged with governance, the scope of our testing of internal control and the
results of that testing. Accordingly, this communication is not intended to be and should not be used for
any other purpose.

Unscer 4 Mol g

June 24, 2022



EXHIBIT I

Department Policies and Procedures

The County’s Department of Real Property Tax Services (the “Department”) does not have a
comprehensive set of procedures for their accounting processes and systems. Specifically, the Department
has not formalized procedures surrounding cash receipts nor for reconciling the records of the New York
State Assessment System, the Govern tax management system (“Govern”), and the SAP accounting
software. The absence of such procedures heightens the risk that errors could go undetected within the
Department’s reporting of tax bills, payment in lieu of taxes receipts and other key functions of the
Department. Further, we found that the Department lacks a formalized set of controls regarding users’
access to Govern. Currently users that have read/write capabilities to the system have the ability to make
changes within the system without additional reviews or sign-offs.

The lack of formal policies and procedures increases the risk of financial statement misstatement, asset
misappropriation and fraudulent financial reporting. We recommend that the Department develop formal
policies to address the processes relating to accounting and reconciliation procedures. Additionally, while
the Department has informal procedures to review any changes to Govern and to reconcile its records
between its systems and software, we recommend that the Department assess their software’s capabilities
and develop formalized procedures that permit adequate controls surrounding system changes and
appropriate reconciliations between the software utilized within the Department.

Lease Policy

Governmental Accounting Standards Board ("GASB") Statement No. 87, Leases, is required to be
implemented for the fiscal year ending December 31, 2022. GASB Statement No. 87 increases the
usefulness of governments’ financial statements by requiring recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract. It establishes a single
model for lease accounting based on the foundational principle that leases are financings of the right to
use an underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred
inflow of resources, thereby enhancing the relevance and consistency of information about governments’
leasing activities.

Given the future implementation of GASB Statement No. 87, we recommend that the County implement
a formal lease policy based on GASB Statement No. 87 guidelines to ensure a standard set of guidelines
are followed for the reporting of leases.

Departmental Cash Reconciliations

Certain departments within the County maintain activity of their departments in decentralized cash
accounts, which are included in the County’s general ledger through a journal entry at year-end. As
discussed in prior years, the Comptroller’s Office relies on these departments to reconcile and review
their bank statements and their cash balances throughout the year. We found that certain departments
within the County did not provide the Comptroller’s Office with reconciliations within a timely manner.

We recommend that the departments perform and document monthly reconciliations of their cash
accounts. Further, we recommend that the Comptroller’s Office determine the feasibility of performing
periodic reviews of the departmental cash accounts in order to determine that regular review and
reconciliation of the departments’ cash accounts is occurring, as well as monitoring the cash balances
throughout the year within the general ledger.



EXHIBIT I

Future Reporting Requirements

The Governmental Accounting Standards Board (“GASB”) has adopted several new pronouncements,
which may have a future impact upon the County. These should be evaluated to determine the extent the
County will be impacted in future years.

GASB Statement No. 87—The County is required to implement GASB Statement No. 87, Leases,
effective for the fiscal year ending December 31, 2022. The objective of this Statement is to better meet
the needs of financial statement users by improving accounting and financial reporting for leases by
governments.

GASB Statement No. 94—The County is required to implement GASB Statement No. 94, Public-Public
and Public-Private Partnerships and Availability Payment Arrangements, effective for the fiscal year
ending December 31, 2023. The objectives of this Statement are to improve financial reporting by
addressing issued related to public-private and public-public partnerships arrangements (“PPPs”).

GASB Statement No. 96—The County is required to implement GASB Statement No. 96, Subscription-
Based Information Technology Arrangements, effective for the fiscal year ending December 31, 2023.
The objective of this Statement is to provide guidance on the accounting and financial reporting for
subscription-based information technology arrangements (“SBITAs”) for government end users.

GASB Statement No. 99—The County is required to implement GASB Statement No. 99, Omnibus 2022,
effective for the fiscal year ending December 31, 2022, while other elements become effective during the
fiscal years ending December 31, 2023 and 2024. The objective of this Statement is to enhance
comparability in accounting and financial reporting and to improve the consistency of authoritative
literature by addressing (1) practice issues that have been identified during implementation and
application of certain GASB Statements and (2) accounting and financial reporting for financial
guarantees.

GASB Statement No. 100—The County is required to implement GASB Statement No. 100, Accounting
Changes and Error Corrections—an amendment of GASB Statement No. 62, effective for the fiscal year
ending December 31, 2024. The objective of this Statement is to improve financial reporting requirements
for accounting changes and error corrections.

GASB Statement No. 101—The County is required to implement GASB Statement No. 101,
Compensated Absences, effective for the fiscal year ending December 31, 2024. The objective of this
Statement is to improve financial reporting by addressing issues related to the recognition and
measurement for compensated absences.
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