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July 16, 2013

CONFIDENTIAL

Chairman and Board of Supervisors
County of Saratoga, New York

Dear Chairman and Board Members:

We have completed our audit of the financial statements of the County of Saratoga, New
York (the County) as of and for the year ended December 31, 2012. In planning and performing
our audit the financial statements, we considered the County’s internal control in order to determine
our auditing procedures for the purpose of expressing our opinion on the financial statements, and
not to provide assurance on the internal control. We have developed the following comments and
recommendations concerning certain matters related to the County’s internal control and
accounting, administrative and operating matters.

This report is intended solely for the information and use of the Chairman, Board of
Supervisors, management and others within the County.

Disaster Recovery Plan

The County has many procedures in place to ensure continuing operations in case of a
disaster to its financial or other essential information technology systems. However, the County has
not formally developed, adopted and tested a disaster recovery plan to address the chance of a major
computer failure or natural disaster. The disaster recovery plan should be documented and retained
in a secure, off-site location. We recommend that the documentation include the following:

e A list of key contacts, including all employees and their emergency contacts, insurance
companies, key suppliers and customers, and important professional services such as
restoration specialists.

e A current schematic showing how the computer system is designed and connected.

A current, complete set of documentation for all of the operating systems and application

software (including version numbers).

A copy of the schedule for the off-site storage of backup data and programs.

A list of safety and community services that might be needed.

A list of prearranged temporarily alternative work sites.

A list of probable equipment and supplies that would be needed for recovery operations

and related vendors.
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We also recommend the disaster recovery plan should be reviewed, updated and tested at
least annually. This will allow the disaster team members to assess the plan’s continued
appropriateness and feasibility in light of current conditions and to become familiar with
implementing each step of the plan so that they could act more quickly and decisively at the time of
the disaster.

The County has initiated an action plan to address our recommendations.

Previous Recommendations

We reviewed the disposition of recommendations included in our letter dated July 12, 2012.
The following is a summary of the action taken by the County with regard to our recommendations.

Fund Balance Policy - The Board of Supervisors and Management have not formally adopted a fund
balance policy to address the requirements of Governmental Accounting Standards Board (GASB)
Statement No. 54 - “Fund Balance Reporting and Governmental Fund Type Definitions.” This
accounting standard enhances the usefulness of fund balance information by providing clearer fund
balance classifications that can be more consistently applied. The requirements of this statement
were effective for periods beginning after June 15, 2010, which is the fiscal year beginning January
1, 2011 for the County. The County, with our assistance, developed the classification of the various
fund balances to implement the requirements of this statement for the year ended December 31,
2012. We continue to recommend that the County develop a fund balance policy to be formally
approved by the Board of Supervisors. This policy would address the various aspects of this new
standard in the future establishment of restricted, committed, assigned and unassigned fund
balances.

The County has used a significant amount of fund balance in the last three years to keep property
tax rates stable and to comply with the “tax cap” legislation of the State of New York. Fund
balance is an important factor in maintaining the County’s fiscal health. Bond rating agencies
analyze the fund balance when rating the County’s debt. A fund balance policy should also be
developed to maintain a targeted unassigned fund balance which will regulate the amount of fund
balance that can be appropriated in future budgets. Benchmark amounts that have been
promulgated are based upon the budgeted expenditures for the next fiscal year, such as 5% to 15%
of expenditures as suggested by the Office of the New York State Comptroller, or 20% to 25% as
suggested by the Government Finance Officers Association. Rating agencies look for such a policy
when rating municipal debt. The policy can be included in the notes to the financial statements of
the County.
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Capital Asset Ledger - The capital asset ledger, which is currently maintained as an Excel
spreadsheet, and is therefore not a part of the County’s financial reporting system, is updated and
reconciled to the financial reporting system only at year-end. In order to improve internal control
over capital assets, we recommended that the capital asset ledger be reconciled to the financial
reporting system on a timely basis, such as quarterly. Additionally, we also recommended that the
County consider converting its present spreadsheet-based capital asset ledger to a more advanced
proprietary software package specifically designed for this purpose, tagging all County property
with a unique inventory control number, and maintaining detail sub-ledgers by specific location. In
2012, the County continued to account for its capital assets using the Excel spreadsheet system.
However, the County has purchased and is currently implementing capital assets software to be
used for capital asset reporting beginning with the County’s 2013 financial statements.

We wish to take this opportunity to express our appreciation for the courtesy and
cooperation extended to us by the County’s personnel during our audit. If you have any questions
regarding the foregoing comments or wish any assistance in their implementation, please contact us
at your convenience.

Very truly yours,

TOSKI & CO., CPAs, P.C.

LR

Douglas E. Zimmerman, CPA
Managing Director



