TOWN OF GREENWICH INTERNAL AUDIT

Follow Up Review to March 2018 Internal Audit Report of
Internal Controls Over Cash Receipts in the Office of the Town
Clerk

March 15, 2019

Management Responses
NONE REQUIRED AT THIS TIME

Follow-up to Report Issued
March 08, 2018

Objective and Scope
The objective of this review is to evaluate recently developed and implemented internal controls over
revenue received and reported by the Office of the Town Clerk (OTC). Specific objectives include
evaluating the current status of the audit report recommendations made in the 2018 audit report, and
the extent to which management has followed through on its responses to those recommendations.
Our work covers the OTC’s revenue activity for Fiscal Year (FY) 2018 (July 3, 2017 to June 30,
2018), and FY 2019, through February 28, 2019. We conducted our fieldwork from February 2019
through March 2019. We base our conclusions and recommendations on our understanding of the
electronic systems used to record activity and process transactions, information provided by OTC
management and staff, and financial and accounting records from both the OTC and the Finance
Department.
Our report begins with a brief audit history of the OTC followed by our summary opinion. Using a
tabular format, we then summarize each management recommendation and response from the 2018
audit report alongside the results obtained from our follow-up review. For informational purposes,
the report concludes with graphs and charts depicting the OTC’s revenue, reported in MUNIS for
FYs 2017, 2018, and the first eight months of FY 2019.

Audit History
Prior to the March 2018 report, the OTC had never been the subject of an Internal Audit review. The
objective of the first audit was to evaluate the adequacy of internal controls over the collection,
processing, and reporting of cash revenue received from payments for licenses, permits, and other
fees and services. We also reviewed the OTC’s compliance with the Town’s cash receipts policies.
As described in the first report, the majority of the OTC’s cash revenue activities are comprised of
multiple, low dollar payments in exchange for licenses, permits, record and map copies, and certified
copies of vital records. The largest part of the Office’s total revenue is made up of check payments
for State and Town conveyance taxes due upon the sale of residential real property and from fees
charged for recording legal documents into the Town’s public record.
The first audit covered the OTC’s cash and check revenue recorded and deposited for fiscal years
2015, 2016, and 2017. The report recommended strengthening internal controls over the following
five areas: (1) using an imprest working capital fund to provide change to customers, (2) recording
and depositing a l l daily receipts accurately and on a timely basis, (3) reconciling daily
deposit items to recorded activity accurately and on a timely basis, (4) creating compensating
controls to mitigate the inability to adequately separate incompatible employee duties, and, (5)
increasing physical security over receipts during business hours.
The most critical control area identified at that time concerned the OTC’s failure to follow standard
imprest fund principles when providing change for cash-paying customers. At that time, to ensure it
had cash available to make change, the OTC employed a method of swapping checks for cash in its
daily deposits. This method was convoluted, created serious reconciliation challenges, and presented
the Town with a high level of risk for fraud and misstated financial reports.
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Summary Conclusion:
Based on our current review, we conclude that the OTC has resolved the control deficiencies
identified in the March 2018 report. As a result, this report contains no Management
Recommendations requiring further response from the OTC. We admire the proactive and practical
approach taken by the OTC and its management to address each of the previously identified control
weaknesses.
A critical component of its improved control environment is its February 2018 transition to a new
cashiering, recording, and document indexing system known as Kofile. The prior system, known as
ACS, held significant control weaknesses, especially when it came to processing transactions for
items such as dog licenses, alcoholic beverage permits, and shellfish permits. Kofile addresses many
of ACS’s control and reporting inadequacies by serving as a dedicated, all-in-one cashiering system.
It features a single, locked cash drawer opening only when processing cash transactions and thereby
eliminating the OTC’s prior system of needing multiple, manual cash drawers to manage different
payment types (for example, one cash drawer dedicated to dog licenses and another for shellfish
licenses). Kofile also automatically identifies the cashier running each transaction, including voids,
creating an easily identifiable auditable trail. While the OTC’s policy of requiring exact change from
customers remains in effect, on the few occasions where change is made for customers, Kofile is able
to simplify the OTC’s reconciliation of its working capital funds. The OTC currently uses a working
capital fund totaling $75 of which $50 is allocated to the OTC and $25 to the Vital Statistics Division.
The same stand-alone cashiering system is used in the OTC’s Vital Statistics Division as well.
Another key component of its improved control environment is a more detailed reporting of its daily
recorded, revenue activities and the daily deposits made by the Treasury Department, which works
as both central record repository and check-and-balance between both the OTC and Finance. Each
day’s itemized, register reports are provided to Finance by the OTC, along with the physical cash
and checks collected for the day. Finance provides the bank receipt from the cash deposit, the detailed
check deposit, and bank statements relating to any direct deposits from the State, the U.S. Internal
Revenue Service, or from online credit card purchases to the OTC. The OTC scans all of the
documents, by date, for electronic storage on a shared drive. This process helps to ensure that each
day’s cash register activity matches directly to the day’s deposit activity. Finally, our sample testing
of the time elapsed between check date and deposit date concluded that checks are now being
recorded in the system and submitted for deposit on a timely basis.
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Follow-Up Summary Assessment:
I. Failure to Utilize an Imprest Working Change Fund(s)
Observation 2018:
The Office does not use
an imprest fund to
control and account for
the change it provides
to customers. Instead,
it withholds cash
revenue from its daily
deposit, making up the
difference in the total
by substituting revenue
received in check(s) by
an equal amount.

Audit
Recommendation:

Per Town policy, we
require that the Office
immediately cease its
current practice of
manipulating cash and
check revenue in its daily
deposits, no matter the
reason. The Office should
work with the Finance
Department to establish
imprest change funds in
the appropriate fixed
amount(s) and
denominations. Once
established, the Office
must balance to the fixed
amounts at the end of each
business day. Any
discrepancies need to be
addressed and resolved
with the Finance
Department immediately.
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Management
Response:

Our policy is generally
to not make change for
customers. To the extent
we do, we will use our
working capital fund
and ensures it balances
daily.

Observation 2019:
RESOLVED:
The OTC continues its
policy of requiring
customers paying with
cash to tender the exact
amount. Of 246 cash
register reports reviewed
between July 3, 2017
and June 30, 2018, the
OTC made small change
for customers on 28
occasions (11.4%).
The OTC’s working
capital imprest fund is
now also managed
directly by its new
cashiering system,
eliminating the
reconciliation issues
encountered in the past.

II. Failure to Deposit Town Revenue in a Timely Manner
Observation 2018:
As a by-product of the
Office’s failure to
employ imprest funds, it
withholds cash revenue
from its daily deposits so
it can maintain a
sufficient customer
change fund, resulting in
untimely revenue deposit
and reporting. We
identified instances
where the Office held
cash and checks for days,
and sometimes weeks,
before being recorded
and sent to the Finance
Department for recording
and deposit to Town
bank accounts.

Audit
Recommendation:

Per Town policy, we
require that the Office
report and submit all cash
and check revenues it
receives each day to the
Finance Department by no
later than the next business
day. The only funds
allowed in the Office on a
continuing basis are those
controlled and accounted
for under the imprest fund
principles, as authorized by
the Finance Department.

4

Management
Response:

We agree with the
observation that checks
and cash should not be
offset. We discontinued
that process in August
2017.
In February 2018, we
installed new software
(Town Fusion by
Kofile) that enables us
to record and provide to
Treasury to deposit cash
and checks daily.

Observation 2019:
RESOLVED:
Our sample review
of check deposits
made between July
2017 and February
2019 concluded that
the Office is now
depositing checks in
a timely manner.
Our review of
deposits during the
same time frame also
concluded that all
checks and cash
recorded daily in the
cash register system
(ACS or Kofile)
agreed exactly with
the day’s bank
deposit.

III. Failure to Record Revenue in a Timely and Accurate Manner
Observation 2018:
Our review identified
several other instances
when cash and check
revenue kept in the
Office was not recorded
in its internal accounting
records until days, or
sometimes weeks, later.
Other times the Office
coded large amounts of
check revenues as a lump
sum cash payment. The
Office told us it
employed such practices
for processing efficiency
and to ease its required,
periodic reporting duties
to external entities.

Audit
Recommendation:

Per Town policy, we
require the Office record
all revenue in its internal
accounting records on the
date of receipt and record
accurately the form (cash
or check) in which it was
received. To delay
recording it until a later,
more convenient time or
date is not acceptable. We
also require the Office to
stop intentionally
miscoding cash and check
revenues for the sake of
simplicity and efficiency.

5

Management
Response:

We agree with the
observation that
checks and cash
should not be offset.
We discontinued that
process in August
2017.
In February 2018, we
installed new software
(Town Fusion by
Kofile) that enables
us to record and
provide to Treasury to
deposit cash and
checks daily.

Observation 2019:
RESOLVED:
Our sample review of
check deposits made
between July 2017
and February 2019
concluded that the
Office is now
depositing checks in a
timely manner.
Our review of
deposits during the
same time frame also
concluded that all
checks and cash
recorded daily in the
cash register system
(ACS or Kofile)
agreed exactly with
the day’s bank
deposit.

IV. Internal Office Accounting Records do not Reconcile to External Bank Records
Observation 2018:
Our review included a
comparison of Town bank
deposit records to the Office’s
internal accounting records over
520 consecutive business days,
between June 2, 2015 and June
30, 2017. This review
determined that, although for a
few immaterial exceptions, the
total dollar amount deposited
each day agreed with the total
dollar amount recorded in the
Office’s internal accounting
records that day. The breakdown,
or allocation, of such revenue
between cash and check,
however, did not. While the
amounts of the cash and check
over/understatements always
“washed,” or were of equal
amount, the Office’s daily
recorded cash and check receipt
activity did not agree with daily
bank cash and check deposit
activity. (See Also Item V.)

Audit
Management
Recommendation: Response:
See
Recommendations I,
II, and III.
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We agree with the
observation that
checks and cash
should not be offset.
We discontinued that
process in August
2017.
In February 2018,
we installed new
software (Town
Fusion by Kofile)
that enables us to
record and provide
to Treasury to
deposit cash and
checks daily.

Observation 2019:
RESOLVED:
Our sample review of
check deposits made
between July 2017
and February 2019
concluded that the
Office is now
depositing checks in a
timely manner.
Our review of
deposits during the
same time frame also
concluded that all
checks and cash
recorded daily in the
cash register system
(ACS or Kofile)
agreed exactly with
the day’s bank
deposit.

V. Running Cash Deficit Between Bank Records and Internal Office Accounting
Records
Observation 2018:
Based on the outcomes described
in Summary Observation IV
above - specifically the high
incidence (82.6%) of cash bank
deposits that were under the cash
recorded in its records - we also
compared the daily cash dollar
amount deposited to the daily
cash dollar amount recorded over
the same 520 consecutive
business days. We calculated an
overall cumulative cash deficit of
$7,999.98 for the period between
June 2, 2015 and June 30, 2017.
We are not able to explain the
origin of or reason for this
deficit.

Audit
Management
Recommendation: Response:
See
Recommendations I,
II, and III.
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We agree with the
observation that
checks and cash
should not be offset.
We discontinued
that process in
August 2017.
In February 2018,
we installed new
software (Town
Fusion by Kofile)
that enables us to
record and provide
to Treasury to
deposit cash and
checks daily.

Observation 2019:
RESOLVED:
Our review concluded
that there is no longer
a running cash deficit
or any other
disparities between
cash recorded and
cash deposited. Cash
recorded each day
now agrees with the
cash deposited each
day.

VI. Inadequate Separation of Employee Duties

Observation 2018:
All five of the Office’s fulltime employees have
cashiering responsibilities as
well as the ability to edit and
void their transactions in ACS
without prior approval. The
employees are made up of the
Assistant Town Clerk and the
two OTC Administrative Staff
Assistants, and the Assistant
Registrar and the
Administrative Staff Assistant
in the VSD. Except for the
physical deposit of revenue to
the bank, the Assistant Town
Clerk performs each step of
the revenue collection,
processing, and reporting
process, including cashiering,
voiding, reconciling, preparing
the daily deposit, and reporting
to the Finance Department.
Other Office staff are capable
of performing or being trained
to perform a portion of these
functions so that incompatible
duties are not the
responsibility of just one
person.

Audit
Recommendation:

A. We recommend the
Office train the OTC
Administrative Staff
Assistants II to perform
daily reconciliations of
the deposit prepared by
the Assistant Town Clerk
to the activity recorded in
ACS. All differences
must be investigated,
documented, and if
needed, corrected before
sending to the Finance
Department. The
reconciliations should be
documented and initialed
by the employee
performing it.
B. In the absence of its
ability to fully separate
employee duties, we
recommend the Town
Clerk perform a monthly
review of all ACS void
activity. The ACS report
Audit Transaction Report
(VOIDED RECEIPTS) –
Detailed Distributions is
easily generated using set
beginning and end dates.
Void activity in the
Office is infrequent, and
the report itself is brief,
allowing it to be quickly
reviewed to note any
unusual activity or
patterns for further
investigation.
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Management
Response:

Segregation of
duties can be
difficult with a small
office, however the
new software will
enable us to track
each transaction and
which employee is
responsible for each
transaction.

Observation 2019:
RESOLVED:
Our review of detailed,
itemized transaction
reports produced from
the OTC’s new
cashiering, recording,
and document indexing
system (Kofile)
concluded that it has
control features and
functions not possessed
by the previous system.
These features, along
with detailed reporting
such as identification
of the cashier running
each transaction,
(including voids) create
easily auditable trails
and therefore mitigate
the OTC’s lack of
capacity to fully
separate conflicting
duties.

VII. Security Concerns Over Cash and Check Receipts During Business Hours
Observation 2018:
Register drawer keys are left
in their locks during
business hours. Both the
OTC and the VSD are open
to the public each business
day from 8:00 am to 4:00
pm. There is no secure
barrier between the public
space and the cashiering
space, and additional
concern is merited based on
Office complaints of
chronic understaffing and
difficulties in meeting its
duties when one or more
staff members are on paidtime-off.

Audit
Recommendation:

We recommend
Management develop
procedures to increase the
security of the register
drawers in the event the
cashiering areas are left
unattended during
business hours and to
consider exploring
reasonable, economical
ways to re-configure the
physical space.
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Management
Response:

We understand the
observation. Please
note with the new
software, the cash
drawer is locked at all
times and only opens
for cash transactions.

Observation 2019:
RESOLVED:
Based on our
observations we
concluded that the
OTC’s new cashiering
system features a
single, cash drawer
which remains locked
until and automatically
opens only when
processing cash
transactions. The
system has also
eliminated the need to
manage multiple,
manual cash drawers
dedicated to specific
transactions.
Physical barriers
between the cash
register and the public
in both the OTC and
the Vital Statistics
Division are also now
secured by a lock
during business hours.

Revenue Analyses:
The OTC is responsible for providing a diverse range of services and information to the public, other
Town departments, other municipalities, and the State. The OTC collects revenue from the public in
the form of fees for various permits, certifications, official documents, and other services, and is
responsible for the settlement of conveyance taxes due to both the State and Town on the sale of real
property. Connecticut General Statutes and the Town’s Charter mandate the duties carried out by the
OTC. All fee amounts, along with the conveyance tax rates, are set by the State. Most fee amounts
are set at fixed rates, such as amounts due for dog licenses, certified copies of vital statistic records,
and producing property maps. Other fees, along with conveyance tax payments, will vary in amount
based on factors such as the number of document pages filed or on the sale amount of real property.
The accounting and reporting of revenues received by the OTC are complicated in that some revenue
streams are retained in their entirety by the Town, while others are allocated between various State
and Town funds, some of which are restricted for use by specific policy or legislation. For purposes
of our review, we examined the OTC’s overall revenue generated from its operating activities
(MUNIS object codes 42111 through 44460). We did not examine operating revenue allocated
among State and special purpose funds. We also did not review revenue received by the OTC from
grants or other state subsidies.
As of July 1, 2018, the State increased the amount of nine of the fees collected by the OTC. These
include:
FEE

WAS:

NOW:

Filing Liquor Permit

$2.00

$20.00

Filing Tradename*
Filing Map Survey

$5.00
$10.00

$10.00
$20.00

Filing Map Subdivision

$20.00

$30.00

Filing Notary

$10.00

$20.00

Notary Certification

$2.00

$5.00

Marriage License Fee

$30.00

$50.00

Burial Permit Fee
Cremation Permit Fee

$3.00
$3.00

$5.00
$5.00

* The OTC accounts for these fees in its MUNIS “Land Records – Recording Fees” account
(A150-44310). Also included in this account are the map filings and filings of other land
and legal records.
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The fees charged for the following have remained the same:
FEE
Shellfish Permits:

AMOUNT
Regular: $15.00
Senior: $10.00
Junior: $1.00

Annual Dog License:
Spayed/Neutered: $8.00
Intact: $19.00
Penalty: $1.00/each month not renewed
Lost Tag:
Transfer from other CT municipality:
Service Dog:

$0.50
$1.00

No fee

Recording and certifying land/other records:
Deeds (warranty, quit claim, trustee):
Mortgage Deeds:
Mortgage Release:
Miscellaneous Documents (affidavit, subordination):
Each Additional Page:
Certified Copies of Land Records:

$60.001
$60.002
$60.003
$60.004
$5.00/page
Copy: $1.00/page
Certify:$2.00

MERS Mortgages:
Record: $159.00/+$5 per page
Release: $159.00 flat
Amounts vary by property and
Verification, collection, and recording of property
are allocated between the State
conveyance taxes:
and the Town (Town Conveyance
Tax Fund and State Conveyance
Tax Fund). The Town’s share is
assessed at $2.50 per $1,000 of
consideration for the transfer.

Provision of Certified Birth, Marriage, and
Death Certificates:

Birth: Long Form: $20.00
Short Form: $15.00
Marriage: $20.00
Death: $20.00

Below are a series of charts depicting revenues, by category for FY 2016, 2017, 2018 and the first
eight months (July 1, 2018 to February 28, 2019) of FY 2019.

Effective December 1, 2017, this fee increased from $53.00 to $60.00.
Ibid.
3
Ibid.
4
Ibid.
1

2
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MUNIS A150-42111

FILING OF ALCOHOLIC BEVERAGE PERMITS FY 2016 TO FEBRUARY
OF FY 2019 (FEE INCREASE AS OF JULY 1, 2018)
$1,400.00
$1,200.00
$1,000.00
$800.00
$600.00
$400.00
$200.00
$TOTAL REVENUE

FY 2019 (through
Feb)
$1,240.00

FY 2018

FY 2017

FY 2016

$186.00

$170.00

$204.00

MUNIS A150-44410

NOTARY FILING FEES FY 2016 TO FEBRUARY OF FY 2019
(FEE INCREASE AS OF JULY 1, 2018)
$3,500.00
$3,000.00

$2,500.00
$2,000.00

$1,500.00
$1,000.00

$500.00
$TOTAL REVENUE

FY 2019 (through
Feb)
$3,092.00

FY 2018

FY 2017

FY 2016

$1,974.00

$2,004.00

$1,994.00
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MUNIS A150-42166

BURIAL & CREMATION PERMITS: FY 2016 TO FEBRUARY OF FY
2019 (FEE INCREASE AS OF JULY 1, 2018)
$2,250.00
$2,200.00
$2,150.00
$2,100.00
$2,050.00
$2,000.00
$1,950.00
TOTAL REVENUE

FY 2019 (through
Feb)
$2,145.00

FY 2018

FY 2017

FY 2016

$2,184.00

$2,217.00

$2,061.00

MUNIS A150-42250

MARRIAGE LICENSES: FY 2016 TO FEBRUARY OF FY 2019
(FEE INCREASE AS OF JULY 1, 2018)
$4,000.00
$3,500.00
$3,000.00
$2,500.00
$2,000.00
$1,500.00
$1,000.00
$500.00
$TOTAL REVENUE

FY 2019 (through
Feb)
$3,328.00

FY 2018

FY 2017

FY 2016

$3,586.00

$3,630.00

$2,882.00
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MUNIS A150-44310

RECORDING FEES: FY 2016 TO FEBRUARY OF FY 2019
(FEE INCREASES AS OF DECEMBER 1, 2017 AND JULY 1, 2018)
$450,000.00
$400,000.00
$350,000.00
$300,000.00
$250,000.00
$200,000.00
$150,000.00
$100,000.00
$50,000.00
$TOTAL REVENUE

FY 2019 (through
Feb)
$193,364.00

FY 2018

FY 2017

FY 2016

$350,534.00

$435,460.26

$405,863.00

MUNIS A150-42261

DOG LICENSES - TOWN SHARE: FY 2016 TO FEBRUARY OF FY 2019
$12,000.00
$10,000.00
$8,000.00
$6,000.00
$4,000.00
$2,000.00
$TOTAL REVENUE

FY 2019 (through
Feb)
$9,220.50

FY 2018

FY 2017

FY 2016

$11,816.50

$7,126.50

$9,650.50
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MUNIS A150-42130

CERTIFIED COPIES OF VITAL RECORDS: FY 2016 TO FEBRUARY OF
FY 2019
$250,000.00

$200,000.00

$150,000.00

$100,000.00

$50,000.00

$TOTAL REVENUE

FY 2019 (through
Feb)
$153,520.00

FY 2018

FY 2017

FY 2016

$238,985.00

$235,085.00

$240,571.00

MUNIS A150-44180

CONVEYANCE TAXES - TOWN SHARE: FY 2016 TO FEBRUARY OF FY
2019
$6,000,000.00
$5,000,000.00
$4,000,000.00
$3,000,000.00
$2,000,000.00
$1,000,000.00
$TOTAL REVENUE

FY 2019
(through Feb)
$3,371,157.66

FY 2018

FY 2017

FY 2016

$5,184,190.71

$5,285,599.56

$5,197,535.08
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