
STATE OF NEW YORK 
COMMISSION ON JUDICIAL CONDUCT 

In the Matter of the Proceeding 
Pursuant to Section 44, subdivision 4, 
of the Judiciary Law in Relation to 

JAMES P. MCDERMOTT, 

A Justice of the Chester Town Court, 
Warren County. 

AGREED 
STATEMENT OF FACTS 

Subject to the approval of the Commission on Judicial Conduct 

("Commission"): 

IT IS HEREBY STIPULATED AND AGREED by and between Robert H. 

Tembeckjian, Administrator and Counsel to the Commission, and Honorable James P. 

McDermott ("Respondent"), who is represented in this proceeding by John M. 

Silvestri, Esq., that further proceedings are waived and that the Commission shall 

make its determination upon the following facts, which shall constitute the entire 

record in lieu of a hearing. 

1. Respondent has been a Justice of the Chester Town Court, Warren County, 

since January 1998. His current term expires on December 31, 2021. Respondent is not 

an attorney. Respondent is the sole justice of the Chester Town Court. 

2. The Chester Town Court has had the same court clerk since in or about 

1988. At various times during Respondent's judgeship, there have also been additional, 

clerks. 

3. Respondent was served with a Formal Written Complaint dated June 18, 

2018. He filed an Answer dated July 16, 2018. 



As to Charge I 

4. Respondent failed to account for the receipt of over $15,000 in court funds 

or to promptly remit these funds to the person or agency entitled to same, as required by 

Section 27 of the Town Law, Section 99-a of the State Finance Law, Section 1803 of the 

Vehicle and Traffic Law, and Sections 2020 and 2021 of the Uniform Justice Court Act. 

As of January 2011, Respondent had over $10,000 in in his court bank account and could 

not identify the source of the majority of those funds. Notwithstanding a January 2011 

audit report published by the State Comptroller's office, recommending that Respondent 

remit the accumulated funds and alter the court's accounting procedures, Respondent 

failed to remit the funds in a timely manner. As of December 2016, Respondent had 

accumulated an additional surplus of over $5,000, the sources of which he could not 

identify and which he did not timely remit. 

As to the Specifications to Charge I 

5. On February 4, 1998, one month after Respondent assumed the bench, 

approximately $15,487.36 in court funds, which had accumulated during the tenure of 

judges, was deposited into Respondent's court bank account at Glens Falls National 

Bank and Trust Company. 

6. In January 2011, the State Comptroller published a report summarizing the 

findings of an audit of the Chester Town Court's financial records for the period of 

January 1, 2007, to December 31, 2009. A copy of the 2011 audit report is annexed as 

Exhibit A. 
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7. The 2011 audit report indicated that the court's accounting procedures were 

inadequate, with the result that, inter alia, the court bank account had an unidentified 

balance of $10,165 as of December 31, 2009. The auditors found that internal controls 

were not appropriately designed or operating effectively and that, consequently, one out 

of every 22 cash receipt entries had errors, including eight receipts that were issued out of 

sequence, and numerous differences between the amounts recorded as received and the 

amounts that were actually deposited. In addition, the dollar amounts reflected in three of 

the six monthly reports reviewed did not correspond with the accounting records, and the 

court clerk did not prepare monthly accountabilities or maintain complete records of bails 

on deposit. 

8. The 2011 audit report further found that Respondent did not ensure that the 

records kept by the court clerks were accurate or corresponded with the supporting 

documentation. There were inaccuracies and errors throughout the accounting records, 

including deposits that did not agree with the receipts. The audit report noted that 

inconsistencies in the court records made it "virtually impossible" to confirm with 

certainty whether the court was collecting the fines, fees and surcharges individuals were 

sentenced to pay, or that all funds collected were properly recorded and paid over to the 

State Comptroller. 

9. In its report, the State Comptroller provided seven recommendations, 

including that Respondent determine the source of the unidentified surplus and, if the 

money in the account could not be identified, report and remit the unidentified balance to 
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the State Comptroller as unidentified money. The State Comptroller did not recommend 

a time frame to implement its recommendations. 

10. A subsequent audit by the State Comptroller, for the period of January 1, 

2015, to December 28, 2016, again indicated that Respondent's accounting procedures 

were inadequate, with the result that, inter alia, the court bank account had an average 

unidentified balance of $15,700 during the audit period. The Comptroller again 

recommended that Respondent identify the source of the unidentified money and remit 

any unidentified funds to the Justice Court Fund (JCF). The State Comptroller did not 

recommend a time frame to implement its recommendations. A copy of the 2017 audit 

report is annexed as Exhibit B. 

11. Between the publication of the first audit report in January 2011 through 

the publication of the second audit report in June 2017, Respondent did not report or 

remit the unidentified funds in the court's bank account. 

12. Respondent did not begin to remit the unidentified funds until November 

2017, when he reported and remitted $5,000 in unidentified funds to the State 

Comptroller. 

13. In March 2018, Respondent reported and remitted an additional $5,000 in 

unidentified funds to the State Comptroller. 

14. In April 2018, after the Commission first communicated with Respondent 

about the matters herein, the Town of Chester retained a forensic accounting firm to 

determine, inter alia, the source of the unidentified surplus funds. The accounting firm 

informed Respondent that it would be cost prohibitive to identify the source of the 
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surplus funds that had not yet been remitted to the State Comptroller. A copy of the 

accounting firm's report is annexed as Exhibit C. 

15. In May 2018, after receiving the accounting firm's report, Respondent 

reported and remitted an additional $5,513.12 in unidentified funds to the State 

Comptroller. 

16. By reason of the foregoing, Respondent should be disciplined for cause, 

pursuant to Article 6, Section 22, subdivision (a), of the Constitution and Section 44, 

subdivision 1, of the Judiciary Law, in that Respondent failed to uphold the integrity and 

independence of the judiciary by failing to maintain high standards of conduct so that the 

integrity and independence of the judiciary would be preserved, in violation of Section 

100.1 of the Rules; failed to avoid impropriety and the appearance of impropriety, in that 

he failed to respect and comply with the law and failed to act in a manner that promotes 

public confidence in the integrity of the judiciary, in violation of Section 100.2(A) of the 

Rules; and failed to perform the duties of judicial office impartially and diligently, in that 

he failed to ensure that his judicial duties take precedence over all his other activities, in 

violation of Section I00.3(A) of the Rules, failed to be faithful to the law and maintain 

competence in it, in violation of Section I00.3(B)(l) of the Rules, and failed 

diligently discharge his administrative responsibilities and maintain professional 

competence in judicial administration, in violation of Section I00.3(C)(l) of the Rules. 

Additional Factors 

17. The February 4, 1998 deposit into Respondent's court account of funds 

accumulated by prior judges contained unidentified funds that appear to account for a 
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portion of the surplus identified by the State Comptroller in its two audit reports. 

Respondent acknowledges, however, that the surplus amount increased by approximately 

$5,000 between the publication of the 2010 and 2017 audit reports, indicating that 

inappropriate and/or ineffective accounting practices during his tenure also contributed to 

the surplus of unidentified funds in the court's bank account. 

18. Respondent avers that after the State Comptroller conducted both audits, he 

attempted to identify the source(s) of the surplus funds and requested that the Town of 

Chester provide accounting assistance. That assistance was not provided until April 

2018. 

19. Respondent acknowledges that he is responsible for accounting for all 

money collected by the court and deposited into his bank account, for remitting funds to 

the Comptroller by the 10th day of the month following collection, that he must supervise 

the clerk's activities with regard to the receipt, documentation and deposit of court funds, 

and that he must reconcile his bank account monthly. Respondent pledges to timely seek 

assistance from the Justice Court Fund and/or Judicial Resource Center with any 

accounting concerns and questions. He avers that he has undertaken steps to improve 

accounting procedures, such as obtaining accounting software and separating the court 

bank account into designated fine and bail accounts. 

20. The State Comptroller did not find evidence that court funds were lost or 

misappropriated. However, Respondent recognizes that failing to properly account for 

large sums of money could result in at least the appearance that court funds were being 

mismanaged or misappropriated, undermining public confidence in the integrity of the 
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cowt. Therefore, Respondent avers that he is committed to avoid any repetition of the 

deficient financial practices addressed herein. 

IT IS FURTHER STIPULATED AND AGREED that Respondent withdraws 

from his Answer any denials or defenses inconsistent with this Agreed Statement of 

Facts. 

IT IS FURTHER STIPULATED AND AGREED that the parties to this 

Agreed Statement of Pacts respectfully recommend to the Commission that the 

appropriate sanction is public Censure based upon the judicial misconduct set forth 

above. 

IT IS FURTHER STIPULATED AND AGREED that if the Commission 

accepts this Agreed Statement of Facts, the parties waive oral argument and waive 

further submissions to the Commission as to the issues of misconduct and sanction, 

and that the Commission shall thereupon impose a public Censure without further 

submission of the parties, based solely upon this Agreed Statement. If the 

Commission rejects this Agreed Statement of Facts, the matter shall proceed to a 

hearing and the statements made herein shall not be used by the Commission, the 

Respondent or the Administrator and Counsel to the Commissi 

Dated:/ c) ~ It 
Dated: lo j;?jfl' 
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Dated: l 'D l \ °'-t \ ~ 
Administrator & Counsel to the Commission 
(Cathleen S. Cenci and Eteena J. Tadjiogueu, Of 
Counsel) 
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State of New York 
Office of the State Comptroller 

Division of Local Government 
and School Accountability 

January 2011 

Dear Town Officials: 

A top priority of the Office of the State Comptroller is to help local government officials manage 
government resources efficiently and effectively and, by so doing, provide accountability for tax 
dollars spent to support government operations. The Comptroller oversees the fiscal affairs of local 
governments statewide, as well as compliance with relevant statutes and observance of good business 
practices. This fiscal 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 Chester Justice Court. This audit was conducted 
pursuant to Article V, Section I 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 officials 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 office for your county, as listed 
at the end of this report. 

Respectfully submitted, 

q!Jice of the State Comptroller 
Division of Local Government 
and School Accountability 

OFFICE OF THE New YORK STATE COMPTROLLER 



Ii 
Background 

Objective 

Scope and 

Methodology 

Comments of 
Local Officials and 
Corrective Action 

Introduction ii 
The Town of Chester (Town) is located in Warren County. The Town 
is governed by an elected Town Board (Board) consisting of the Town 
Supervisor (Supervisor) and four Council members. The Supervisor 
is the chief executive and chief fiscal officer of the Town. The Board 
has the overall responsibility for overseeing the financial activities of 
the Town, including the :financial activity of the Justice Court (Court). 
The Town currently has one elected Justice who has presided over the 
Court since January 1998. 

The Justice is responsible for adjudicating legal matters within the 
Court's jurisdiction and properly accounting for all moneys collected 
and disbursed by the Court. Justices are required to report monthly 
to the State Comptroller's Justice Court Fund (JCF) on the financial 
activities of the preceding month. The Justice is assisted by a full time 
Court Clerk and two part-time clerks. 

During our audit period, the Justice adjudicated a total of8,270 cases 
and remitted approximately $1.1 million dollars in fines, fees, and 
surcharges to the Supervisor to be distributed among New York State, 
Warren County, and the Town of Chester. During our audit period, 
the Court returned $36,000 in bail to various defendants. The Justice 
maintains one official bank account. 

The objective of our audit was to review internal controls over the 
financial operations of the Court. Our audit addressed the following 
related question: 

• Are internal controls over the financial operations of the 
Court appropriately designed and operating effectively to 
adequately safeguard Court assets? 

We examined the financial operations of the Justice Court for the 
period January I, 2007 to December 31, 2009. 

We conducted our audit in accordance with generally accepted 
government auditing standards (GA GAS). More information on such 
standards and the methodology used in performing this audit are 
included in Appendix B of this report. 

The results of our audit and recommendations have been discussed 
with Town officials and their comments, which appear in Appendix 
A, have been considered in preparing this report. Town officials 
generally agreed with our recommendations and indicated they 
planned to initiate corrective action. 
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The Board has the responsibility to initiate corrective action. A 
written corrective action plan (CAP) that addresses the findings and 
recommendations in this report should be prepared and forwarded 
to our office within 90 days, pursuant to Section 35 of the General 
Municipal Law. For more information on preparing and filing your 
CAP, please refer to our brochure, Re.!tponding to an OSC Audit 
Report, which you received with the draft audit report. We encourage 
the Town Board to make this plan available for public review in the 
Clerk's office. 
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II 

Record Keeping 

Town Justice ii 
Justices are responsible for adjudicating cases brought before their 
Court and accounting for and reporting Court-related financial 
activities. To meet this responsibility they must maintain complete 
and accurate accounting records and safeguard all moneys collected. 
Justices are responsible for the timely deposit of all moneys collected, 
reconciling Court collections to corresponding liabilities, and for 
reporting Court transactions to the Justice Court Fund (JCF) in a 
timely manner. Routine reconciliation of bank accounts enables Court 
personnel to verify the accuracy of the financial records and establish 
control over cash. 

Town Justices are responsible for the money received by their Court 
even if that money is received by personnel under their supervision. 
It is the responsibility of the Justice to see that internal controls 
are in place and working effectively. This responsibility includes 
overseeing and carefully monitoring the work performed by Court 
employees. The Town Justice is also responsible for providing an 
annual accounting to the Town Board. The Board is responsible 
for annually auditing the books and records of the Court or hiring a 
professional auditor for that purpose. 

We found that internal controls were not appropriately designed 
or operating effectively. Consequently, one out of every 22 cash 
receipt entries had errors, including eight receipts that were issued 
out of sequence, and numerous differences between the amounts 
recorded as received and the amounts that were actually deposited. In 
addition, three of the six monthly reports reviewed did not agree with 
the accounting records, and the court clerk did not prepare monthly 
accountabilities or maintain complete records of bails on deposit. 
Finally, although the Court's records were audited twice during our 
audit period, the Board never requested that the Justice take corrective 
action for the discrepancies identified by the audit committee. As a 
result, the unidentified balance in the Justice's account amounted to 
$10,165 as of December 31, 2009. 

To properly account for the Court's financial activities, it is important 
that Justices maintain complete, accurate, and updated accounting 
records in accordance with legal requirements and other guidance 
such as outlined in the State Comptroller's Handbook for Town and 
Village Justices and court clerks. Moneys received by the Court 
should be reconciled with the supporting case documentation and 
the financial information should be promptly and properly recorded 
in the cash book or accounting system. This means that the moneys 
collected should agree with: 
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• The amounts recorded on the duplicate receipt forms issued 
for those collections 

The receipt amounts recorded in the cash receipts section of 
the cash book or accounting records 

• The deposits made from those same collections 

• The recorded amounts in the case files. 

We found the Justice did not ensure that the records kept by the court 
clerks were accurate or agreed with the supporting documentation. 
There were inaccuracies and errors throughout the accounting 
records. Errors included deposits that did not agree with the receipts 
recorded in the accounting records as to the composition, amount, 
or date of disposition. For example, 15 entries totaling $2,250 were 
represented as cash in the cash book, but were actually checks or 
credit card charges, and three receipts totaling $501 were missing 
from the cash book completely. Record keeping errors led to timing 
errors in monthly reports; consequently, certain Court activity was 
not properly reported in the month it occurred. 

The Court uses three types of receipts: handwritten receipts, credit 
card receipts and computer generated receipts. For our audit testing, 
we selected three months of Court receipt activity; January 2007, 
December 2008 and September 2009, a total of 648 entries. The Court 
uses a computerized accounting system, where the amounts entered 
as received are recorded as cash receipts and posted automatically 
to an electronic docket that can be printed. Therefore, we traced 
the receipt entries from the accounting system to duplicate deposit 
tickets and credit card batch reports to determine the accuracy of the 
accounting system entries and whether the recorded amounts agreed 
with the bank deposits. We found 29 record keeping errors in these 
receipts, or about one for every 22 recorded entries. In addition 
to the errors discussed previously, we found eight receipt numbers 
that were issued out of sequence, one recorded receipt of $185 was 
not deposited, and a $260 receipt was recorded as $75. The Town 
Justice explained that these were the result of corrections made to 
the court records subsequent to the original transactions, which 
were posted automatically to the electronic docket. We selected six 
monthly reports and traced the reported activity back to entries in the 
accounting system. For three of the six months tested, the information 
on the monthly report did not agree with information recorded in the 

1 Court personnel were unable to detem1ine the amount received, if any, for two 
of the receipts because they did not retain hard copies of the receipts for audit 

purposes . 
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Accountability 

accounting system. For example, the September 2008 monthly report 
did not include $580 of receipts recorded in the accounting system 
which were instead subsequently reported as the following month's 
activity on the October report. We found that the three monthly reports 
were inaccurate because the Court Clerk was incorrectly trying to 
make the receipts per the monthly reports agree with the amount of 
money on hand, instead of the amount of the cases disposed during 
the month. 

Town personnel were unable to reconcile daily deposits to the daily 
deposits recorded in the accounting system because deposits from 
multiple days were grouped together and/or receipts for one day 
were split between two deposits and combined with receipts from 
other days. The inconsistencies in the Court records make it virtually 
impossible to confirm with certainty whether the Court is collecting 
those fines, fees and surcharges which individuals are sentenced to 
pay or that all funds collected are properly recorded and paid over to 
the State, County and Town. 

The failure to maintain complete and accurate financial records results 
in fines, fees and other funds not being accounted for or reported 
properly and increases the overall risk that errors or irregularities 
could occur and remain undetected. 

It is important for Court personnel to periodically verify the accuracy 
of the financial records and establish adequate control over cash by 
routinely reconciling the Court's bank accounts. The amount of cash 
on hand and on deposit in the bank should be compared to detailed lists 
ofamounts due to the Justice Court Fund (JCF) and other outstanding 
liabilities such as pending bail. This comparison is referred to as 
an accountability analysis. Performing bank reconciliations and 
accountability analyses are critical procedures that serve to document 
the status of moneys held by the Court at any point in time. The 
creation of a bank reconciliation and accountability analysis provides 
a means of verifying that the Court is properly addressing its custodial 
responsibilities. During our audit period the responsibilities for 
preparing monthly bank reconciliations and accountability analyses 
were delegated to the full-time Court Clerk. 

We reviewed the bank statements and check registers for a total of six 
monthsduringourauditperiodincludingtwomonthsfromeachcalendar 
year 2007-09 to determine whether proper bank reconciliations and 
accountability analyses had been prepared. We found that although 
the Court Clerk had prepared bank reconciliations, which reconciled 
adjusted bank balances to the checkbook register balance, the Court 
Clerk had not kept an accurate accounting of pending bail for several 
years and did not prepare monthly accountability analyses. 
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Annual Audit 

The Court's accounting system produces a record of current pending 
bail but does not create pending bail reports from previous periods. 
Although the court clerk also recorded bail in a supplemental 
manual bail book, these two records do not agree. In an attempt to 
determine the amount in the Justice's bank account that constitutes 
outstanding bail, we subtracted the amount payable to the Supervisor 
for the month's Court activity from the account balance and found 
discrepancies between the amount of bail recorded in the Court 
records and the cash balance in the Justice's account. For example, 
as of January 31, 2007 the cash balance in the Justice's account was 
$46,586 with $12,085 due to the Supervisor for the month's Court 
activity and $12, 150 recorded as pending bail by the Court Clerk 
leaving a balance of $22,351, which was unidentified. Similarly, 
the unidentified balance in the Justice's account amounted to $10, 165 
as of December 31, 2009. Due to poor record keeping in the Court, 
especially for bail, Town officials could not determine what the 
unidentified balances in the Justice account comprised. 

Due to the lack of a monthly accountability and the significant 
unaccounted balances in the Justice's account, we traced all checks 
written against the account during our audit period to determine that 
they were written for legitimate Court purposes. We reviewed 138 
checks written during the period January 1, 2007 through December 
31, 2009 and found that all checks were written for legitimate 
purposes. 

When pending bail records are not properly maintained and a monthly 
accountability analysis is not prepared, there is a risk that errors or 
irregularities can occur and remain undetected for several months or 
years. 

Town Law and the Uniform Justice Court Act require Town Justices 
to present their records and dockets to the Board for audit at least 
once a year. The Board is responsible for annually auditing the books 
and records of the Court or contracting with a public accountant for 
that purpose. An annual audit provides assurance that accounting 
records are properly maintained, cash assets are properly accounted 
for and Court moneys are properly disposed of 

The Town has an audit committee composed of two members of the 
Board that audited the Justice's books and records for the 2007 and 
2008 fiscal years. The audit committee reports to the Board indicated 
that questions arose regarding accounting in the court. Discrepancies 
identified in the report dated January 7, 2008 (for 2007) were 
attributed to computer glitches, and adjustments had to be made to 
the cash book reports by the Court Clerk to adjust the records. The 
next audit report, dated December 29, 2008 (for 2008), reflects that 
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Recommendations 

although questions arose again regarding accounting in the Court, no 
explanation was provided at the time of the audit because the Court 
Clerk was absent from the meeting and the temporary part-time Court 
Clerk was not working at the time of these events. 

These questions were never answered to the satisfaction of the Board, 
and the Board failed to request that the Justice take corrective action. 
The lack of follow-up on recurring findings in successive audits and 
failure to audit the books and records for the 2009 fiscal year allowed 
the same types of errors to continue without corrective action being 
implemented. 

l. The Justice should routinely review the Court accounting records 
to ensure that they are accurate and agree with the supporting 
documentation. In addition, duplicate receipts should be issued 
in sequence, and copies of those receipts should be retained on 
file. 

2. The Justice should direct Court personnel to deposit all funds 
received, intact, and reconcile funds to be deposited as recorded 
on the cash receipts. 

3. The Justice should ensure that the Justice Court Fund monthly 
reports accurately reflect the activity of the Court. 

4. The Justice should keep an accurate accounting of pending bail in 
the Justice Court account. 

5. The Justice should ensure that a monthly accountability analysis 
is prepared and that the amount of pending bail agrees with 
this accountability analysis. The Justice should review the 
accountability each month to verify its accuracy and timeliness. 

6. The Justice should determine the source of the unidentified 
moneys in the Justice Court bank account. If the money in the 
account cannot be identified, the Justice should report and remit 
the unidentified balance to the State Comptroller as unidentified 
money. 

7. The Board should require that the Town Justice take corrective 
action when an audit reveals discrepancies in the Court records. 
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APPENDIX A 

RESPONSE FROM LOCAL OFFICIALS 

The local officials' response to this audit can be found on the following pages. 
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TOWN JUSTICE 

TO\VN OF CHES'l'ER 
WARREN CO!Jl'\TY 

P.t t. BOX ·ff't). U-IESTEF?TOWN, NE\\ VOkl\ l:L!·il 1 

Tel. 194 .31;n 

TOWN OF CHESTER 
JUSTICE COURT 
REPORT OF EXAMINATION 
2010M-I59 

RECOMMENDATION: l 

THE JUSTICE SI !OULD ROUTINELY REVIEW THE COURT 
ACCOUNTING RECORDS TO ENSURE THAT THEY ARE ACCURATE AND 
AGREE WITH THE SUPPORTING DOCUMENTATION. IN ADDITION, 
DUPLICATE RECEIPTS SHOULD BE ISSUED IN SEQUENCE, AND COPIES OF 
THOSE RECEIPTS SHOULD BE RETAINED ON FILE. 

ANSWER: l 

THE JUSTICE WILL REVIEW MORE ROUTINELY TO MAKE SURE ALL 
FUNDS ARE ACCURATE. DUPLICATE RECEfPTS ARE CURRENTLY IN 
SEQUENCE AND ARE KEPT WITH DISPOSED TRAFFIC TICKETS AND CASES. 

RECOMMENDATION: 2 

THE JUSTICE Sl!OULD DIRECT COURT PERSONNEL TO DEPOSIT ALL 
1-l.'NDS RECEIVED, INTACT. AND RECONCILE FUNDS TO BE DEPOSITED AS 
RECORDED ON Tl JE CASH RECEIPTS. 

ANSWER: 1 

JUSTICE PERSO\JNEL ARE MAKING DAILY BANK DEPOSITS BY 3:00 
P\1 OR IN A NIGHT DROP AT LOCAL BANK. THE PERSONNEL ARE 
CHITKING THE WORK DONE EACH DAY. THIS STARTED DEC. I. 2010. 

Rl:C0\1\ff.'.\.'DAT!ON: 1 
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THE JUSTICE SI IOULD ENSURE THAT THE JUSTICE COURT FUND 
MONTHLY REPORTS ACCURATELY REFLECT THE ACTIVITY OF THE COURT. 

ANSWER:J 

JUSTICE IS Rl'.VIEWING THE MONTHLY REPORTS TO ENSURE THAT 
THEY REFLECT THE COURTS ACTIVITY. THIS STARTED APRJL I, 2010. 

RECOMMENDATION: 4 

THE JUSTICE SHOULD KEEP AN ACCURATE ACCOUNTING OF 
PENDING BAIL IN THF JUSTICE ACCOUNT. 

ANSWER:4 

THE .JUSTICE COURT IS IN THE PROCESS OF GOING THROUGHT THE 
BAIL BOOK FOR THE LAST I 0 YEARS TO GET AN ACCURATE AMOUNT OF 
BAIL. THIS STARTED DEC. l, 2010 

RECOMMENDATION: 5 

THE JUSTICE SI!OULD ENSURE THAT A MONTHLY ACCOUNTABILITY 
ANALYSIS IS PREPARHJ AND THAT THE AMOUNT OF PENDING BAIL 
AGREES WITH THIS ACCOUNTABILITY ANALYSIS. THE JUSTICE SHOULD 
REVIEW THE ACCOUNTABILITY EACH MONTH TO VERIFY ITS ACCURACY 
AND TIMELINESS. 

RECOMMENDATION: (> 

THE JUSTICE SI IOULD DETERMINE THE SOURCE OF THE 
UNIDENTIFIED MONEYS IN THE JUSTICE COURT BANK ACCOUNT. IF THE 
MONEY IN THE ACCOUNT CANNOT BE IDENTIFIED, THE JUSTICE SHOULD 
RLPORT AND REl\tUT THE UNIDENTIFIED BALANCE TO THE STATE 
COMPTROLLER AS l fl\!DENTrFIED MONEY. 

ANSWER: 5 & 6 

AFTER GOING J IIROUGII THE BAlL BOOK THE JUSTICE WILL SEND 
ALL MONIFS NOT IDENTIFIED AS OVERr\GE TO THE STATE COMPTROLLER. 
STARTED WORKINCI ON THIS DEC. l. 2010. 

RLCOMMENDAlJON: 7 
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THE BOARD SHOULD REQUIRE TBA T THE TOWN JUSTICE TAKE 
CORRECTIVE ACTION WHEN AN AUDIT REVEALS DISCREPANCIES IN THE 
COURT RECORDS. 

ANSWER: 7 

THE JUSTICE Pl'.RSONNEL WILL ONLY USE RECEIPTS GENERATED BY 
COMPUTER UN LIESS COMPUTER IS DOWN. AND RECEIPTS FOR CREDIT 
CARDS. THE JUSTICE OFFICE HAS NOT BEEN usrNG HAND WRITTEN 
RECEIPTS SINCE MARCH OF 2010. 

~~NP~~ 
/~/J"10N. JAMES P. MC DERMOTI 

/
' DEC. 16. 2010 

/ TOWN JUSTICE 
v 

TOWN OF CHESTER 
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APPENDIXB 

AUDIT METHODOLOGY AND STANDARDS 

The objective of this audit was to review internal controls over the financial operations of the Court. 
More specifically our objective was to determine whether the internal controls over the financial 
operations of the Court are appropriately designed and operating effectively to adequately safeguard 
Court assets. 

To accomplish the objective of this audit and obtain valid audit evidence we performed the following 
audit procedures. 

• We interviewed Town officials and employees to gain an understanding of the procedures used 
to control cash receipts in the Town Justice Court. 

• We assessed the reliability of computer-processed data in the Justice Court. 

• We reviewed the financial records and reports, tested selected records and transactions and 
examined pertinent documents to determine whether cash transactions had been properly 
recorded. 

• We reviewed monthly bank reconciliations and performed accountability analyses for the 
Town Justice Court. 

• We reviewed audit committee reports to the Board for the audits performed during our audit 
period. 

We conducted our performance audit in accordance with generally accepted government auditing 
standards (GAGAS). Those standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our audit 
objective. We believe that the evidence obtained provides a reasonable basis for our findings and 
conclusions based on our audit objective. 
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APPENDIXC 

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT 

To obtain copies of this report, write or visit our web page: 

Office of the State Comptroller 
Public Information Office 
110 State Street, 15th Floor 
Albany, New York 12236 
(518) 474-4015 
http://www.osc.state.ny.us/local gov/ 
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Audit Objective 

Determine whether Justice Court moneys were collected, 
recorded, deposited, disbursed and reported in a proper and 
timely manner. 

Determine whether internal controls over credit cards and 
employee reimbursements were adequately designed and 
operating effectively. 

Key Findings 
The Justice's cash exceeded known liabilities for each 
of the 22 months in our audit period by an average of 
$15,700. 

Employees made 12 Town credit card purchases without 
receipts totaling $1,916. 

Employees were not required to obtain prior 
authorization to make 204 reimbursed purchases 
totaling $9,078. 

Key Recommendations 
Determine why the Justice's cash exceeds known 
liabilities and remit any unidentified funds to the Office of 
the State Comptroller's Justice Court Fund (JCF). 

Ensure the Court receives three credit card 
authorizations totaling $533 that were not deposited. 

Adopt policies and procedures that limit the use and 
reimbursement of personal funds used for Town 
purchases. 

Town officials generally agreed with our recommendations 
and indicated they planned to initiate corrective action. 

The town of Cbe~ter (Tc>wn)is 
Jocated in WarrenCounty;The 
Town is governed by an elected 
five member Town f3oard 
(Be>ar~O which is composed 
e>ftheJown SupeJ'Visor 
(Supe,rvls(lr) and fpur cqtmcil 
ntelnberS.Jhe Board is 
r~SJ>t>n~i~I~ for the g,eneral 
mallP:Q~llle,ntand control pf 
Town:fi"~l1Y0s and Qve~ef:l1n9 
finarJ~~f activities, including the 
Justice<:;:ourt (Ool.lrt), The Town 
hi)s o,ne ¢JectecJ Jusµc~af1.d one 

. full~tim~ Qf;lurt cJerf<. 

Tres~pervisor, .as cfllef fiscal 
Qffiyer.(inci chief executive 
officer~ is ~$ponsi~le for 
theJo~·s da,y~tcrday 
· mi;ina'1ement, lncluding b~sic 
acc0l)nting functions. aqd 
maintaining accounting records, 
under thf;l Board's direcUon~ 

$71S;OOO 

$24,70Qand 
$14;®!> 

$4.4Milllon 

Fines, fees and ball 
oollected .during audit 
period 

Credit Card Purchases 

Audit Period 
January 1, 2015 - October 31, 
2016, We extended our scope 
to December 28, 2016 for bails. 
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The Court has jurisdiction over vehicle and traffic, criminal, civil and small claims 
cases. Justices adjudicate legal matters within the Court's jurisdiction and 
administer money collected from fines, surcharges, civil fees, restitution and bail. 
The clerk, who is appointed by the Justice, collects payments, issues receipts, 1 

posts payments in the computer system, prepares and makes deposits and 
prepares monthly reports to the JCF. 

How Should Justices Account for Court Funds? 

Justices are required to issue receipts to acknowledge the collection of all funds 
paid to the Court, record each receipt in the accounting records and deposit all 
funds intact (i.e., in the same amount and form as collected) as soon as possible 
but no later than 72 hours from the date of collection, exclusive of Sundays 
and holidays. Justices should also submit monthly reports detailing all fines, 
fees, surcharges and forfeited bail collected to the JCF by the tenth day of the 
succeeding month. 

On a monthly basis, Justices should perform a bank reconciliation to the 
checkbook and an accountability of funds by preparing a list of court liabilities and 
comparing it to reconciled bank balances and money on hand. Court liabilities 
should equal the cash balance and any unidentified funds should be remitted 
to the JCF. Justices collect bail2 from defendants to ensure their appearance 
in Court to answer charges. The Justice should maintain records of the date of 
receipt, who paid it and to which case it relates. Disbursements generally involve 
returning bail, transferring moneys to other courts and monthly remittances to 
the Town Supervisor or JCF. The clerk can prepare the checks but they must be 
reviewed and signed by the Justice. 

Collections Were Largely Receipted, Deposited and 
Reported 

We reviewed 676 computerized receipts totaling $121,921 and found they were 
issued in sequential order, deposited in a timely manner and accurately reported 
to the JCF. Except for a few minor exceptions that we discussed with Court 
officials, all collections were deposited intact. 

' Receipts were printed out of the Court's computer system. 

2 Bail is returned when the case has been adjudicated or used to pay fines and fees 

imposed by the Court. 
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Bank Reconciliations Were Not Accurate and 
Accountabilities Were Not Prepared 

The clerk calculated a monthly adjusted bank account balance on a timely 
basis. However, she did not always compare the adjusted bank balance to her 
checkbook register balance. Additionally, none of the adjusted bank balances 
calculated for our audit period included deposits in transit or identified and 
resolved discrepancies related to credit card payment deposits. We prepared a 
bank reconciliation for all 22 months in our audit period and found the adjusted 
bank balances exceeded the checkbook register balances by between $730 and 
$5,000 for all the months. In addition, we identified three credit card authorizations 
totaling $533 that were not deposited into the Court's bank account. 

In addition, the clerk did not prepare monthly accountability analyses to ensure 
liabilities agreed with cash. We prepared an accountability analyses for all 
months in our audit period and found the cash on hand exceeded known liabilities 
(unremitted fines and fees and bail held on pending cases) by approximately 
$15,200 to $16,000 for each month during our audit period, with an average 
variance of approximately $15,700. The clerk and the Justice believe the excess 
cash related to old outstanding and unreturned bail. However, because they 
maintained poor records, they could not accurately determine the composition of 
the unidentified balance in the bank account. 

In our prior audit report issued in 2011 [Report 2010M-159], we identified a 
similar finding that the clerk did not prepare monthly accountability analyses and 
that cash on hand exceeded the known liabilities by $10, 165 as of December 
31, 2009. Town officials could not determine the composition of the unidentified 
balance in the Justice account in 2009 and the unidentified funds were not 
remitted to the JCF as required. When monthly bank reconciliations are 
inaccurate and monthly accountability analyses are not prepared, there is a risk 
that unidentified funds can remain on deposit and that errors or irregularities can 
occur and remain undetected for several months or years. 

Pending Bail Report Was Not Accurate 

The Court's computer system produces a record of current pending bail as of 
the date the report is printed and the clerk records bail in a supplemental manual 
bail book. We reviewed records as of December 28, 20163 to calculate the 

3 The Court did not accept or return bail from November 1, 2016 through December 28, 

2016. 
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outstanding bail. We found that the pending bail report included bails totaling 
$3,670 for 11 individuals, but did not include bails totaling $750 for two individuals 
recorded in the manual bail book. 

This occurred because the clerk did not regularly generate a current pending bail 
report or reconcile the balance in the manual bail book to the bank account. The 
pending bail reports must be regularly generated because the computer system 
cannot provide a report as of a previous point in time. As discussed previously, 
the Justice used only one bank account for fines, fees and bails and we found 
that bank account contained appro5cimately $15,200 to $16,000 more than the 
known liabilities. As a result, the Justice cannot accurately reconcile the bail in the 
accounting records to the bail on deposit. 

In our prior audit report [Report 2010M-159], we identified similar findings for the 
same clerk and Justice. The Justice's failure to correct the deficiencies in our prior 
audit report resulted in continuing problems with the accounting for bail proceeds. 
Without accurate and complete bail records, the Justice is unable to ensure bail 
is properly accounted for and appropriately disbursed. Had pending bail reports 
been generated and compared to the manual bail book and the bank account, 
these errors likely would have been detected. 

Disbursements Were Appropriate but Were Not Always 
Processed Properly 

We reviewed all 69 checks totaling $710,700 disbursed during our audit period 
and found they were for appropriate purposes. However, 15 checks totaling 
$438,800 that were payable to the Supervisor were not cashed because they 
were voided by the bookkeeper who instead electronically transferred the 
amounts out of the Justice's bank account into the Supervisor's bank account.4 

The Justice was aware the bookkeeper sometimes made these transfers and did 
not specifically authorize the bookkeeper to make these transfers but also did not 
ask the bookkeeper to stop making the transfers or contact the bank to remove 
the bookkeeper's access. When someone other than the Justice or clerk has 
access to court bank accounts, there is a risk that errors or irregularities can occur 
and remain undetected. 

• The bookkeeper wrote void on these checks and retained them with the documentation 

for electronic transfers. 
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What Do We Recommend? 

The Justice should: 

1. Ensure bank reconciliations are prepared monthly and that they include 
deposits in transit and card payment deposits. 

2. Ensure the Court receives the three credit card authorizations that were 
not deposited into the Court's bank account. 

3. Ensure accountability analyses are prepared monthly, whereby known 
liabilities are reconciled to available cash. Any differences should be 
promptly investigated and resolved. 

4. Identify the source of the overage in the Court's bank account and remit 
any unidentified funds to the JCF. 

5. Regularly generate a current pending bail report and reconcile that report 
to the manual bail book and the bank account. 

6. Update the Court's computer system to reflect the bails held for two 
individuals totaling $750 that were recorded in the manual bail record. 

7. Ensure that no individuals have access to his bank account without formal 
authorization. 

Office of the New York State Comptroller 



How Should Officials Control Credit Cards and 
Employee Reimbursements? 

Because credit cards can be used almost as easily as cash, it is critical that the 
Board establish policies and procedures for credit cards that identify authorized 
users, define credit limits, describe the purchases allowed and the prior approval 
and documentation required. If credit cards are used by more than one employee, 
Town officials should implement controls over custody to ensure accountability. 
Also, there is an increased risk if employees make Town purchases with their 
personal funds and seek reimbursement. Since the Town has credit cards that 
can be used for this purpose, the practice of employees making purchases with 
their own funds and then seeking reimbursement should be stopped. 

Controls Over Credit Cards Were Not Adequate 

The Town had two general credit cards each with a limit of $2,000 and two store 
credit cards with limits of $5,000 and $3,200. Additionally, the Town had a line of 
credit with an online retailer with a limit of $6,000 and a line of credit with a retailer 
with a limit of $10,000. All four credit cards were stored in a locked filing cabinet 
in the bookkeepers' office. Although the general and store cards were not issued 
in the bookkeeper's name, the bookkeeper had control over them and used them 
to make purchases. In addition, he allowed other Town officials (e.g., library and 
parks and recreation employees} to use them to make purchases. For example, 
one general card that was issued to the former Supervisor who left office on 
December 31, 2015 was used by other Town officials until it expired in July 2016. 

The bookkeeper had custody of the cards, had access to both lines of credit and 
allowed other employees to use them. Although the Board was aware of this, the 
Board did not specifically authorize the bookkeeper to do so or establish policies 
and procedures over their use. Also, the bookkeeper did not record and track the 
custody of the credit cards or monitor their use. 

The Town paid 96 credit card, store card and line of credit claims totaling $24,679 
during our audit period. We reviewed 12 claims for 98 purchases totaling $10,609 
and found that 12 purchases totaling $1,916 were not supported by receipts or 
other documentation. From our review of the credit card statements, the claims 
and conversations with Town officials, we determined certain information for the 
purchases (e.g., vendor names and brief descriptions of the items purchased) 
and what some of the purchases were for (e.g., a filing cabinet, wire racks and 
printer toner). Although we obtained reasonable assurance these purchases were 
for legitimate purposes, the Board should not have audited and approved these 
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claims for payment without appropriate documentation. The lack of controls over 
credit cards increases the risk of unauthorized purchases. 

Controls Over Employee Reimbursements Were Not 
Adequate 

Employees are required to complete detailed vouchers and submit receipts for 
reimbursement. However, Town officials did not establish policies and procedures 
that limit the types of purchases employees make and are reimbursed for or 
the circumstances under which they are made. As a result, employees are not 
required to obtain prior authorization to make Town purchases with personal funds 
and then seek reimbursement from the Town. In June 2016, the Clerk began 
reviewing vouchers and receipts prior to submitting them to the Board for approval 
of payment. 

We reviewed 53 vouchers totaling $14,019 and found all 53 were properly 
supported with receipts and for valid Town purposes. However, these vouchers 
included 204 purchases totaling $9,078 for goods and services for the Town 
purchased by employees with their personal funds that did not require prior 
authorization. For example, the Town Clerk who is also the Youth Director 
made purchases totaling $2,805 for the youth program (uniforms, umpires and 
supplies). Also, the bookkeeper made purchases totaling $4,701 primarily for 
postage and office supplies using his personal credit card. The Town Clerk and 
bookkeeper told us they used personal funds because in some cases the balance 
on the Town's credit card had reached the credit limit and because it was an 
easier way to pay the umpires and buy supplies for the youth program. 

Even though these purchases were properly supported and for valid Town 
purposes, Town purchases should only be made with personal funds on rare 
occasions when no other method (i.e., a Town credit card or voucher) is available. 
Allowing employees to use their personal funds or credit cards circumvents 
controls such as the Town's credit limit and increases the risk of improper Town 
purchases. 

What Do We Recommend? 

The Board should: 

8. Adopt policies and procedures for the use of Town credit cards that identify 
authorized users, define credit limits, and describe the purchases allowed 
and prior approval and documentation required. If credit cards are to be 
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used by more than one employee, controls over custody or separate cards 
should be implemented to ensure accountability. 

9. Ensure that credit cards issued to specific employees are canceled when 
they separate from service and that no employee uses a credit card issued 
to another current or former employee. 

10. Ensure that the custody and/or use of all credit cards and lines of credit 
are recorded, tracked and monitored by the bookkeeper. 

11. Ensure that all credit card charges are for legitimate purposes and 
supported by receipts or other documentation before approving them for 
payment. 

12. Adopt policies and procedures that strictly limit the practice of allowing 
employees to use personal funds or credit cards to make Town purchases 
and seek reimbursement. 
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Town of Chester 
P.O. Box 423 
Chestenown, New York 
12817 

NYS Office of the State Comptroller 
Division of Local Government and School Accountability 
One Broad Street Plaza 
Glens Falls, NY 12801 

Julyl7,2017 

Dearl 

n 

Office Phone: (518)-494-2711 
Fax (518) 494-4146 

.i_o \vn o fcJ1e2L~-rs u per((iig_m1!!.Ls.~_(!.Lll 
www.townofchesternv.Or!! 
---··--------· --·.::> 

Attached to this letter is the Town of Chester response to the Town of Chester Justice Court 
Operations and Credit Card and Employl.>c Reimbursements Report of Examination 
2017M-67 of.June 14, 2017. 

The Town of Chester either has taken or is in the process of taking the steps described in our 
response to the items brought up in the Report of Examination. 

The audit process as carried out by the examiners in your office must be commended. The staff 
here at the Town has commented on how helpful, educational. courteous, and knov.'le<lgcable the 
auditors were throughout the process, especially who was here from beginning to 
end. 

Please contact me if there is need to clarify any or the items in our response, 

Kind regards: 

Office of the New York State Comptroller 9 



Town 
Town of Chester : Justice Court Operations and Credit Card and Employee 
Reimbursements Report of Examination 2017M-67 {June 14, 2017) 

.Justice Court Operations: What VVe Recommend? 

The Justice should: 

1 Ensure bank reconciliations are prepared monthly and that they include deposits in transit 
and card payment deposits. 

The Court Cler!<, will reconcile bank sla!ements and include in-transit and 
comrnit!F.e of the Town Board will ctieck on this 

2. Ensure the Court receives the three credit card authorizations that were not deposited 
into the Court's bank account. 
Toe The Court Clerk is pursuing several avenues in order to find the 
misdirected credit card authorizations and will take achon to have the deposits correctly 
r1""''""'~1t"•n into the Justice Court account once they are located. 

3. Ensure accountability analyses are prepared monthly, whereby known liabilities are reconciled 
to available cash. Any differences should be promptly investigated and resolved. 
Toe Response The Couri Cl·:::rk wili prepare monthly accountability analyses of assets and 
liabilities and resolutions of will be resolved in a timely manner The audit 
committee of the Town Board will check cm this period1cal!y. 

4. Identify the source of the overage in the Court's bank account and remit any unidentified 
funds to the JCF. 
Toe The source of !he o•Jerage in the Justice Court·s bank account could be 
from unclaimed bai! that has accrued over tirne and before more accurate 

establ1s!1ed t11e Court The C0t1rt Clerk will prepare 
in order to determine exact amount of !he current overage in !il<'J Justice 

bank account. Once a st(:!b~e and accurate overage amount ls delerrnined !hat 
amount will be remitted to JCF This wiH require a penod of 3 to 6 months 

5. Regularly generate a current pending bail report and reconcile that report to the manual bail 
book and the bank account. 

6 Update the Court's computer system to reflect the bails held for two individuals totaling $750 
that were recorded in the manual bail record. 

7. Ensure that no individuals have access to his bank account without formal 
authorization. 

Town of Ct1ester Hesponse to Report of Examination 2017M-67 
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authorization fo1 the access the Justice Court bank 
purpose of pr bank statements for the: Court Cie1 k_ Authorization 
access the Justice Court bank account other purposes 1,vi!! be 

on an as-rn~ed basis. 

4 f11f: bookkeeper v1rote void on these checks and retainmJ them v"th the documentation for electronic lransfors 

and What Do 

The Board should: 

8. Adopt policies and procedures for the use of Town credit cards that identify authorized 
users, define credit limits, and describe the purchases allowed and prior approval and 
documentation required. If credit cards are to be used by more than one employee, controls 
over custody or separate cards should be implemented to ensure accountability. 
Toe Response The Town Board will adopt policies and procedures for the use of Town 
cre,jit cards anrJ store cards t11at include controls over 

9. Ensure that credit cards issued to specific employees are canceled when they separate 
from service and that no employee uses a credit card issued to another current or former 
employee. 
Toe Response. This recommendation will be incorporated into the Town's credit card/store 
card and procedurt:s 

10. Ensure that the custody and/or use of all credit cards and lines of credit are recorded, 
tracked and monitored by the bookkeeper. 
Toe Response. Tile Town Board will forms that track credit cardistore cards 
custody ancj use and these forms will be incorporatecl into the Town's credit card/store 
card policy and procedures 

11. Ensure that all credit card charges are for legitimate purposes and supported by receipts or 
other documentation before approving them for payment. 

As a pr;c1ct1ce, all card are con<:iatf:d 
statements by th'~ rown Cieri< each month. All cl1arges are coded to the ".,'."'"'r."'""' 

line 1tern and put on the abstract claims tor approval. 
for rc::ference 

12_ Adopt policies and procedures that strictly limit the practice of allowing employees to use 
personal funds or credit cards to make Town purchases and seek reimbursement. 

Town llf Chester Re~po11se to Report ot Examination .2017M·67 

Office of the New York State Comptroller 11 



We conducted this audit pursuant to Article V, Section 1 of the State Constitution and the State 
Comptroller's authority as set forth in Article 3 of the New York State General Municipal law. To achieve 
the audit objectives and obtain valid audit evidence, we performed the following audit procedures: 

We interviewed the Justice and the clerk and reviewed financial records and reports to gain an 
understanding of the Court's financial operations. 

We judgmentally selected four months of receipts totaling $121,921 to verify that receipts were 
issued in sequential order. We selected three months based on variances for the accountability 
testing we did and one month because it was the last month in our audit scope period. We 
reviewed bank records and reports to determine whether the collections were deposited timely and 
intact, and reported to the JCF. We excluded collections for bail because we tested bail receipts 
records when we calculated the outstanding bail. 

We prepared bank reconciliations and accountability analyses for the Justice's bank account 
for each month during our audit period to determine whether cash on hand agreed with known 
liabilities. 

We reviewed cash receipt records, the current pending bail report and the manual bail book as 
of December 28, 2016 to calculate outstanding bail in the Justice's bank account. We selected 
December 28, 2016 because it was the date our testing was being done. 

We reviewed all checks issued from the Justice's bank account to determine whether they were 
for appropriate Court purposes and amounts, issued in sequence and signed by the Justice. We 
inquired about bank transfers to determine whether they were authorized by the Justice. 

We interviewed Town officials and employees to gain an understanding of the internal controls for 
credit cards and employee reimbursements. 

We selected a judgmental sample of the six largest dollar amounts of credit card payments which 
included the 12 claims reviewed for the 96 purchases totaling $10,609 to determine whether 
the Board required receipts and other documentation and whether they were approved prior to 
payment. Our review included credit card statements, claims and conversations with Town officials. 

We randomly selected four months of employee reimbursements and the two highest months 
of employee reimbursements to determine whether the Board required receipts and other 
documentation and if they were approved prior to payment. 

We conducted this performance audit in accordance with GAGAS (generally accepted government 
auditing standards). Those standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our 
audit objective. We believe that the evidence obtained provides a reasonable basis for our findings and 
conclusions based on our audit objective. 

Unless otherwise indicated in this report, samples for testing were selected based on professional 
judgment, as it was not the intent to project the results onto the entire population. Where applicable, 
information is presented concerning the value and/or size of the relevant population and the sample 
selected for examination. 
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A written corrective action plan (CAP) that addresses the findings and recommendations in this report 
should be prepared and provided to our office within 90 days, pursuant to Section 35 of General 
Municipal Law. For more information on preparing and filing your CAP, please refer to our brochure, 
Responding to an OSC Audit Reporl, which you received with the draft audit report. We encourage the 
Board to make the CAP available for public review in the Town Clerk's office. 
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Regional Office Directory 
www.osc.state.ny.us/localgov/regional_directory.pdf 

Cost-Saving Ideas - Resources, advice and assistance on cost-saving ideas 
www.osc.state.ny.us/localgov/costsavings/index. htm 

Fiscal Stress Monitoring - Resources for local government officials experiencing fiscal prob
lems 
www.osc.state.ny.us/localgov/fiscalmonitoring/index.htm 

Local Government Management Guides - Series of publications that include technical infor
mation and suggested practices for local government management 
www.osc.state.ny.us/localgov/pubs/listacctg.htm#lgmg 

Planning and Budgeting Guides - Resources for developing multiyear financial.capital, 
strate-gic and other plans 
www.osc.state.ny.us/localgov/planbudget/index.htm 

Protecting Sensitive Data and Other Local Government Assets -A non-technical cyberse
curity guide for local government leaders 
www.osc.state.ny.us/localgov/lgli/pdf/cybersecurityguide.pdf 

Required Reporting - Information and resources for reports and forms that are filed with the 
Office of the State Comptroller 
www.osc.state.ny.us/localgov/finreporting/index.htm 

Research Reports I Publications - Reports on major policy issues facing local governments 
and State policy-makers 
www.osc.state.ny.us/localgov/researchpubs/index.htm 

Training - Resources for local government officials on in-person and online training opportuni
ties on a wide range of topics 
www.osc.state.ny.us/localgov/academy/index.htm 
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Contact 

Office of the New York State Comptroller 
Division of Local Government and School Accountability 
11 O State Street, 12th Floor, Albany, New York 12236 

Tel: (518) 474-4037 •Fax: (518) 486-6479 •Email: localgov@osc.state.ny.us 

www.osc.state.ny.us/localgov 

Local Government and School Accountability Help Line: (866) 321-8503 

GLENS FALLS REGIONAL OFFICE - JEFFREY P. LEONARD, Chief Examiner 

One Broad Street Plaza, Glens Falls, NY 12801-4396 

Tel: (518) 793-0057 •Fax: (518) 793-5797 •Email: Muni-GlensFalls@osc.state.ny.us 

Serving: Albany, Clinton, Essex, Franklin, Fulton, Hamilton, Montgomery, Rensselaer, Saratoga, 
Schenectady, Warren, Washington counties 

Like us on Facebook at facebook.com/nyscomptroller 
Follow us on Twitter@nyscomptroller 
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April 19, 2018 

John M. Silvestri Esq. 
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Ludemann, McMorris & Silvestri , P.C. 
SA Sagamore Street 
Glens Falls. NY 12801 

Re: Town of Chesler 
./us/ice Court Operations 

Dear John: 

The following represents our findings in connection with the above captioned matter. Our opinions 

were formed based upon our investigation. research, information obtained and documents 

examined as of this date. Should you ha ve any questions, please do not hesitate lo contact our 

office. 

Very truly yours, 

ex~ 
Charles S. Amodio, CPA, CFF, MAff, MBA 

Partner 
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Forensic Report and Analvsis Re: Town of Chester . .Justice Court Operations 

I. INTRODUCTION 

A. DESCRIPTION OF THE ASSIGNMENT 

Ferraro, Amodio & Zarecki, CPAs was retained by the Town of Chester to provide 

the following: 

• A review of the Town of Chester audits performed by the Office of the 

State Comptroller ('OSC ') dated January 201 I and July 2017, and to 

determine the reliability and accuracy of those OSC audits: 

• Determine the source of the surplus funds for the Town of Chester Justice 

Court; 

• A review of the mandate by the Commission on Judicial Conduct ('CJC') 

to implement certain bookkeeping practices for the Town of Chester 

Justice Comt; and 

• Recommendations regarding the accounting and bookkeeping practices for 

the Town of Chester Justice Court. 

B. SOURCES OF lNFORMATION 

Numerous sources of information were utilized in the conduct of this analysis 

including, but not limited to, the following: 

• The OSC report dated January 2011; 

• The OSC report dated July 2017; 

• Letter from the CJC to the Honorable James P. McDem1ott dated January 

25 , 2018 ; 

• A response letter from Judge McDermott to the CJC dated February 9, 

2018; 

• The bail log book for the Town of Chester, Justice Cou1t; 

• Cashbook reports for 2014, 2015, 2016, 2017, and January 2018; 

• Justice Court Fund reports for the months of March 2017, July 2017, 

November 20 I 7, and January 2018; 
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Monthly AC-1030 reports for March 2017, July 20 17, November 2017 . 
and January 2018; 

• Monthly bank statements for the Town of Chester, Justice Court; 

• Discussions with Court Clerk, Karen Griffen ; and 

• Discussion with Judge McDermott. 

II. BACKGROUND 

The Town of Chester (Town) is located in Warren County. The Town is governed 
by an elected Town Board (Board) consisting of the Town Supervisor (Supervisor) 
and four Council members. The Board has the overall responsibility for overseeing 
the financial activities of the Town, including the financial activity of the Justice 
Court (Court) . The Town has one elected Justice, Judge McDem1ott. who has 
presided over the Court since January 1998. 

Judge McDermott is responsible for adjudicating legal matters within the Court ' s 
jurisdiction and properly accounting for all moneys collected and disbursed by the 
Comt. Justices are required to report monthly to the State Comptroller's Justice 
Court Fund (JCF) on the financial activities of the preceding month. The Justice is 
assisted by a full time Court Clerk. 

I met with Court Clerk, Karen Griffen on March 21, 2018 and again on March 28, 
2018. During the initial meeting with Ms. Griffen, she provided a synopsis of how 
transactions are accounted for and how they are reported. In addition, Ms. Griffen 
provided a summary of the month end accounting processes and procedures. 

I met with Judge McDermott for a brief period on March 28, 2018 to obtain hi s 
understanding of the accounting and bookkeeping practices of the Court 

III. FINDINGS 

As mentioned above, our assignment was to review the audits performed by the 

Office of the State Comptroller (' OSC') dated January 2011 and July 2017 and to 

determine the reliability and accuracy of those audits; determine the source of the 

surplus funds for the Court; and to review of the mandate by the Commission on 

Judicial Conduct ("CJC') to implement certai n bookkeeping practices for the Court. 
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Forensic Report and Analysis Re: Town of Chester. Justice Court Operations 

A. OSC AUDITS IN 2011 AND 2017 

The January 2011 report covers the audit period of January l , 2007 through 

December 31 , 2009. The July 2017 report covers the audit period of January 

I, 2015 through October 31 , 2016. 

In both the January 2011 and July 2017 reports, the underlying theme is poor 

internal controls, leading to bank reconciliation irregularities, no monthly 

accountability analysis, and inaccurate accounting of bail proceeds. A proper 

bank reconciliation requires a comparison of the adjusted bank balance to the 

checkbook register balance. A comparison of the cash on hand and on deposit 

in the bank to detailed lists of amounts due the Justice Court Fund (JCF) is 

referred to as an accountability analysis. Performing accurate bank 

reconciliations and an accountability analyses are critical to the status of monies 

held by the Court at any point in time. As a result of the poor internal controls, 

cash on hand exceeded known liabilities in both the 2011 audit and the 2017 

audit. There was an unidentified balance of $10,165 as of December 31 , 2009, 

per the 2011 report. There was an average unidentified balance of $15 ,700 per 

the 2017 report. With respect to bail, the clerk maintains a manual bail book 

and the pending bail has not been reconciled to the manual bail book or the bank 

account. 

In my examinations on March 21 , 2018 and March 28, 2018, I sampled several 

accounting periods during 2017, as well as January 2018. The bank 

reconciliations continue to have inaccuracies and there were no monthly 

accountability analyses. In regard to accounting for bail , we reviewed the bail 

activity from January 2014 through January 2018 and determined there were no 

irregularities in the receipt and disbursement/disposition of bail proceeds. It is 

my understanding $ I 0,000 or the unidentified balances have been remitted to 

the OSC and a separate bank account has been established for the so le purpose 

of accounting for the bail activity going forward . 

Based on my review of the January 2011 and July 2017 audit reports , I consider 

both audits to be reliable and accurate. 
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Forensic Report and Anafvsis Re: Town of Chester, .Justice Court Operations 

B. SOURCE OF SURPLUS FUNDS 

Due to the poor internal controls, as well as inaccurate bank reconciliations and 

a monthly accountability analyses, the source of the surplus funds is a 

combination of unremiltcd fees and fines along with bail held on pending cases. 

Thus, the surplus may not be a surplus, and could be funds that have simply not 

been accounted for due to the inadequate bookkeeping practices or the Court. 

Based on the 20 I I and 2017 audit reports, a large portion of the surplus dates 

back prior to 2009, and may be from prior administrations. In order to 

determine the precise surplus, an additional forensic audit may be warranted. 

C. MANDATE BY THE COMMISSION ON JUDICIAL CONDUCT 

The Commission on Judicial Conduct ('CJC') mandates refers to the 

recommendations included in the January 2011 and July 2017 audit reports. 

Januarv 2011 Audit Report Recommendations: 

• The Justice should routinely review the Cou,1 accounting records to 

ensure that they are accurate and agree with the supporting 

documentation. In addition, duplicate receipts should be issued in 

sequence, and copies of those receipts should be retained on file . 

• The Justice should direct <:;ourt personnel lo deposit all funds received, 

intact, and reconcile funds to be deposited as recorded on the cash 

receipts. 

• The Justice should ensure that the Justice Cou11 Fund monthly reports 

accurately reflect the activity of the Court. 

• The Justice should keep an accurate accounting of pending bail in the 

Justice Court account. 

• The Justice should ensure that a monthly accountability analysis is 

prepared and that the amount of pending bail agrees with this 

accountability analysis. The Justice should review the accountability 

each month to verify its accuracy and timeliness. 

• The Justice should determine the source of the unidentified moneys in 

the Justice Court bank account. Ir the money in the account cannot be 

identified, the Justice should report and remit the unidentified balance 
to the State Comptroller as unidentified money . 
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Forensic Report and Analvsis Re: Town o(Chester. Justice Court Operations 

• The Board should require that the Town Justice take corrective action 

when an audit reveals discrepancies in the Court records. 

Julv 2017 Audit Report Recommendations: 

• Ensure bank reconciliations are prepared monthly and that they include 

deposits in transit and card payment deposits. 

• Ensure accountability analyses are prepared monthly, whereby known 

liabilities are reconciled to available cash. Any differences should be 

promptly investigated and resolved. 

• Identify the source of the overage in the Court ' s bank account and remit 

any unidentified funds to the JCF. 

• Regularly generate a current pending bail report and reconcile · that 

report to the manual bail book and the bank account. 

• Ensure that no individuals have access to his bank account without 

formal authorization. 

The recommendations in both the January 2011 Audit report and the July 2017 

Audit report are essential and reasonable recommendations for the ongoing 

accountability of the Justice Comt Operations for the Town of Chester. 

Although many of the recommendations appear to be straightforward, they 

may require the assistance of a certified public accountant or experienced 

bookkeeper. 

IV. RECOMMENDATIONS 

In addition to the recommendations detailed above, I would also recommend the 

following: 

1. Hire a bookkeeper/accountant to implement the recommendations of the 

OSC. The bookkeeper would assist the Court for one day per month to 

streamline the necessary month end reconciliations. Also, it is my 

understanding Judge McDermott has purchased QuickBooks 

accounting software. The bookkeeper could also provide training for 
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Forensic Report and Analysis Re: Town of Chester, Justice Court Operations 

account setup and daily entries, which would facilitate a smoother 
month end reconciliation. 

2. Transfer the manual bail records to a computer program for 

reconciliation and tracking purposes. Since Judge McDermott has 

purchased the QuickBooks accounting soft\vare, the bail payments 

received and disbursed can be adequately accounted for. Alternatively, 

the bail payments can also be tracked in Microsoft Excel. As part of 

my reconciliation of the bail payments from January 2014 through 

January 2018, I utilized Microsoft Excel to track all activity. Utilizing 

Exce l allowed me to determine the status of every bail payment from 

January 2014 through January 2018, along with the outstanding bai l 
liability; 

3. Engage a CPA to conduct an annual audit. Having an annual 

engagement with specific procedures designed and performed by a CPA 

can mean: 

• Testing will be performed on a detailed level to help determine if 
there is fraudulent activity. 

• Internal controls will be evaluated to ensure there are proper controls 
over cash. 

• There will be an independent review performed by a CPA who is an 
expert in auditing and fraud detection. 

The detailed procedures performed by a CPA can ensure the Court is 

complying with their responsibilities and the Town can be assured they 

are receiving all funds from the JCF that are due to them; and 

4. Engage a Forensic CPA to thoroughly investigate the surplus and to 

determine the exact source of the surplus. However, it is my 

understanding $10,000 has been remitted to the OSC and investigating 

the small remaining surplus may not be cost effective . 
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