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Executive Summary

* Fieldwork completed in April, completion process in May/June.
* Deliverables
“ Independent auditors report on basic financial statements
“* Yellow Book Report (report on controls and compliance)
“ Required Communications
% Management Letter

* We identified one control deficiency that we consider to be a significant
deficiency concerning internal control over financial reporting.

* No instances of non-compliance identified that would have a material
effect on the December 31, 2014 financial statements.

 No uncorrected differences.

* SaxBST issued an unmaodified opinion on the basic financial
statements.




Financial Statement Walkthrough

CAFR Components:
* Introductory Section (pages I-ix)
* Financial Section:
* Independent Auditors Reports (pages 1-3)
« Management’s Discussion and Analysis (pages
4-13)
* Financial Statements (pages 14-28)
* Notes to the financial statements (pages 29-55)
 Required Supplementary Information (page 56)
« Other Supplementary Information (pages 57-70)
« Statistical Section (page 71-90)
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Financial Audit Results

Area of focus included:

* Cash and investments
Taxes receivables
Capital assets

Cash receipts and revenue recognition:

= Taxes

. Non-exchange (licenses/permits/fines/etc.)

. Charges for services (boat basin, golf club, governmental activities)

Cash disbursements

Accounts payable/accrued expense (completeness)
Significant accounting estimates

Financial reporting process and journal entries
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Financial Audit Results, continued

<Note> Sample sizes were based on the larger of control or substantive attribute sampling techniques in accordance with
SaxBST quality control policies.

Procurement —
Examined 45 disbursements stretching across all funds.

«  Control attributes, including management review and adherence to purchasing policy (PO,
bidding, etc.) were met.

»  Substantive attributes were met.

Payroll Processing —

« 25 different payroll transactions covering 23 different City Employees
*  Obtained personnel files, proofed pay rates, recalculated pay amount
* Reviewed timesheets for hourly employees

«  Traced payroll positing from general ledger to payroll reports

¢ Obtained and examined SOC 1 Report

Property Taxes —

«  Selected 5 residents and recalculated property tax amount based on rate and assessed
property value.

»  Selected the mayor and verified he was on the property tax roll, recalculated property tax
amount.

«  Verified the City collected property tax for the individuals selected for test work.
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Financial Audit Results, continued

Other General Fund Revenues —
« Selected 27 other cash receipts and traced amounts to underlying detail.

* Receipts selected for testing included State Aid, Mortgage Tax, Sales Tax, and
other charges such as prisoner transport, building permits.

Golf Club —

« Selected 34 individual receipts from daily sales report.

« Compared charges to application and deposit slip.

* Verified residency by examining scanned copy of driver’s license.
* Reconciled daily sales report to journal entry.

Journal Entry Testing —

» Tested 12 journal entries based on auditor judgment (materiality, description,
timing).

* All entries were adequately supported.

« Other entries were examined as part of property tax and golf club testing.
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Financial Audit Results, continued

Boat Basin —
« Selected two dates, March 6, 2014 and September 23, 2014.

e March 6" charges were primarily Boat Mooring, while September 23 was
primarily storage related charges.

« Atotal of 51 charges were examined, of which 45 | was able to validate the
reasonableness of the rate based on the documentation supplied.

* Refer to GAS report, which includes a control deficiency over Boat Basin
charges.

Observations include:
— Lack of documentation for one off situations.

— Use of the Marina Services Receipt vs. the Municipal Boat Basin Receipt
(MBBR).

— Capacity of unused slips, compared to discounts for secondary boats and
commission approval.

— The City’s fee schedule includes a decimal on length, for example 26.1 to
27.0 length residents is $1,805. 25.1 to 26.0 feet is $1,744. The MBBR
does not include the decimal; accordingly | observed 26 feet boats charged

at $1,805 and $1,744.
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Consideration of Fraud

Procedures —
* Inquiries of management and other personnel.

* Review of manual journal entries for reasonableness and reconciliation of
entries to underlying documentation.

« Performed a cancelled check review to ensure City was adhering to check
signing policy, compared payee to vendor list.

* Reviewed random bank statements for out of sequence checks, or other
unusual disbursements.

« Performed a review of the vendor list.

Results —
* No instances of fraud or potential fraud identified.

* We did observe numerous duplications in the vendor list, which has been
communicated to management.
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Financial Analysis

Governmental Activity Revenue Sources

Property and Other Taxes - 70%
m Charges for Services - 18%

m Operating/Capital Grants and Other Revenues - 4%

Government aid not restricted to specific programs - 8%
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Financial Analysis, continued

Governmental Activity Expenses

General government activities - 13% m Public safety - 45%

B Transportation - 12% Culture and recreation 12%

m Home and community services 17% m Interest 1%
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Financial Analysis, continued

General Fund — Fund Balance Analysis

Unrestricted Fund Balance as a % of
Total Expenditures
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Financial Analysis, continued

Golf Club Fund — Ratios and Trends

2014 2013 2012
Current Ratio 4.36 3.09 2.38
Operating Margin* 13.22% 7.55% -.29%
Cash from Ops $1,071,161 $720,267 $445,766
Adj. Net Position** $2,289,093 $1,719,222 $1,252,953

*Includes OPEB and Depreciation
**Unrestricted Net Position, less OPEB
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Financial Analysis, continued

Boat Basin Fund — Ratios and Trends

2014 2013 2012
Current Ratio 28.96 4.19 21.42
Operating Margin* -34.46% -34.53% -59.35%
Cash from Ops $10,439 $428,408 -$51,914
Adj. Net Position** $985,716 $782,403 $625,046

*Includes OPEB and Depreciation
**Unrestricted Net Position, less OPEB
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Financial Analysis, continued

 General Fund remains strong, the City Council with
management’s assistance should consider the
establishment of additional legal reserves.

« Cable TV Fund appears to have built up significant
fund balance.

* Golf Club Fund continues to trend positively.

 Boat Basin Fund is financially secure for the time
being, operations are cash flow neutral/positive, on a
long-term basis user charges do not appear to
support operations.
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Management Letter Comments

Under a separate letter, we have issued observations
and suggestions that we believe will enhance internal
control, improve operational efficiency, improve risk
management, support the City’s accounting records.

We do not consider these observations to be
deficiencies in internal control over financial reporting.
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City-Wide Observations/Communications

« Personnel were friendly, well organized and knowledgeable.
* In general, the City’s financial records were in good order.
« The overall financial health of the City appears strong.

* Accounting policies and practices appeared appropriate, no significant changes
during the period under audit.

* No significant and/or unusual transactions were noted.

* We evaluated significant accounting estimates, considering the potential for
management bias; assumptions were reasonable and inputs were accurate.

« Except as communicated separately, internal controls over major classes of
transactions appear to be in place and operating as designed.

* We encountered no significant difficulties in the conduct of our audit.

« The Finance Department was cooperative and responsive to our inquiries, along
with all other City personnel encountered during the conduct of our audit.

We truly value the opportunity to be of service to the City of Rye and hope that our
input beyond the “traditional audit” was meaningful. We look forward to being of

continued service to the City of Rye.
: yost




Questions or Comments?

ACCOUNTING /TAX / ADVISORY

28 West 44th Street
New York, New York 10036
(212) 661-8640
www.saxbst.com

Jeff Roude, Partner — jroude @saxbst.com
Brendan K. Kennedy, Partner — bkennedy @saxbst.com
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