
WLS Trustee Institute – June 12, 2012 
Everything you Wanted to Know about Basic Accounting, but were Afraid to Ask 

with Andrew (Andy) Silverstein, CPA, Dorfman Abrams Music 
 
Mr. Silverstein noted that the general public has very little knowledge about the various accounting standards that auditors 
must be aware of when completing an audit; and he  started off by giving an overview of the history of how general 
accounting principles and standards evolved.  
 
ACCOUNTING STANDARDS 
   [Click here to go to this section of Andy’s PowerPoint presentation]       
 
The organization of Certified Public Accountants (CPAs) dates back to 1887, which is what is now known as the American 
Institute of Certified Public Accountants (AICPA).   
 
As diverse accounting procedures were being used, the need for the development of Accounting Standards arose.  Generally 
Accepted Accounting Principles (GAAP) developed over time and often Accounting Standards for audits of private 
companies, non-profit organizations, federal, state and local governments with the U.S. were solutions to specific problems 
(i.e. stock market crash, oil crisis in the early 70’s, etc.).  At the same time, the question arose of how the Federal 
Government could set standards that they would interpret. 
 
All of this led to the eventual creation of the Financial Accounting Standards Board (FASB), which is a not-for-profit 
organization independent of the AICPA, to set standards. 
 
Several sources of standards existed: 
 

 FASB Accounting Standards Codification 
 AICPA Auditing Standards 
 Government Accounting Standards Board 
 Public Company Accounting Oversight Board 

 
All of which were reduced to the Single Audit Act of 1984.  Federally, organizations that expend $500,000 or more are 
required to have an audit. 
 



WHAT IS AN AUDIT?   
   [Click here to go to this section of Andy’s PowerPoint presentation] 
 
The main goal of an audit is:  To determine whether the financial statements have been prepared in conformity with GAAP 
and present fairly the entity’s financial position, change in net assets and cash flows. 
 
5 GENERAL ASSERTIONS: 
Existence/Occurrence [are the assets/liabilities there; have transactions noted occurred]  
Completeness [was every transaction recorded] 
Valuation & Allocation [have components been included at appropriate valuation amounts] 
Rights & Obligations [are they the rights of the entity] 
Presentation & Disclosure [do the notes on the financial statements make sense] 
 
INTERNAL CONTROLS   
   [Click here to go to this section of Andy’s PowerPoint presentation] 
 
Process affected by entity’s board, management and other personnel to provide reasonable assurance regarding the 
following: 

 Effectiveness and efficiency of operations 
 Reliability of financial reporting 
 Compliance with applicable laws and regulations 

 
Developing an internal accounting control system includes identifying areas where abuses or errors are likely to occur: 
Cash Receipts / Cash Disbursements 
Petty Cash 
Payroll 
Grants, Gift and Bequests 
Fixed Assets 
Check issuance 
Deposits / Transfers 
Approval of plans and commitments before they are implemented 
Personnel policies 
 



QUESTION & ANSWER PERIOD 
 
Q:  Why is the Board important in internal control? 
A:   Sets tone at the top; ensures compliance with laws and regulations; and provides risk assessment. 
 

Internal Controls are reported in the Governance Reports.  Auditors look at the level of non-control and material 
weakness and whether that compromises the financial statements. 
Good to use Accrual Basis Accounting, shows expenses more accurately. 
Government building has to be on books; buildings are usually shown as cost – with depreciation of useful life – should 
be evaluated based on fair market value. 
If funded by a municipality, the library needs to have its own treasurer monitoring their transactions. 
Board should know about contracts entered into by the library. One-time approval of a contract is needed, not necessary 
for each payment.  If approve $1,200 contract to be paid $100 per month, do not need to approve each monthly payment 
of $100. 

 
Q:  Reasonable amount of time for an audit to be completed? 
A:  Within 5-1/2 months from end of fiscal year – that’s when Form 990 is due. 
 

Audit is merely an opinion – purpose is not look at every transaction but apply testing to render an opinion. 
NYS libraries have crazy organizational setups – audits are not mandatory but a good process. 
Need to watch terminology:  Not-for-profit is misleading because an organization cannot exist if it doesn’t make a 
profit – better terminology is Tax-Exempt. Because government waives tax payments, more requirements on financial 
disclosure reporting are imposed on Tax-Exempt organizations. 
NYS does not like the Federal format for an audit, so organizations must prepare a separate document to meet the 
State’s requirements. 
Solicitation rules are different in every State.   
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