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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability

June 2012

Dear Town Offi cials:

A top priority of the Offi ce of the State Comptroller is to help local government offi cials manage 
government resources effi ciently and effectively and, by so doing, provide accountability for 
tax dollars spent to support government operations. The Comptroller oversees the fi scal affairs of 
local governments statewide, as well as compliance with relevant statutes and observance of good 
business practices. This fi scal 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 Orchard Park, entitled Financial Management. 
This audit was conducted pursuant to Article V, Section 1 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 offi cials 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 offi ce for your county, as listed 
at the end of this report.

Respectfully submitted,

Offi ce of the State Comptroller
Division of Local Government
and School Accountability
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Background

Introduction

Objective

Scope and
Methodology

Comments of
Local Offi cials and
Corrective Action

The Town of Orchard Park (Town) is located in Erie County and has 
a population of approximately 28,000 residents. The elected three-
member Town Board (Board) is responsible for managing Town 
operations, including establishing internal controls over fi nancial 
operations and maintaining sound fi nancial condition. The Town 
Supervisor (Supervisor) is a member of the Board and serves as the 
chief executive and chief fi scal offi cer. 

The Supervisor is also the Town’s budget offi cer. The Supervisor 
prepares the tentative budget with the assistance of accounting staff 
and a CPA fi rm retained to advise the Town on fi nancial matters, The 
Board has an opportunity to modify the budget and then must adopt 
the budget for the next fi scal year by November 20th.  Town Law 
authorizes the Town to maintain reasonable levels of fund balance. 

The Town provides various services including street maintenance, 
snow removal, police protection, water and sewer service, refuse 
collection, recreational programs, and general government support. 
The Town’s 2011 budget totaled approximately $19.5 million for all 
operating funds. Operations are fi nanced primarily by real property 
taxes, user fees, sales tax, and State aid. At December 31, 2010, the 
Town reported 49 capital projects, with an aggregate cash balance of 
over $7.2 million, in the capital projects fund.

The objective of our audit was to examine the Town’s fi nancial 
management practices. Our audit addressed the following related 
question:

• Did the Board adequately oversee and account for the Town’s 
fi nancial operations?

We examined the Town’s fi nancial records for the period January 1, 
2010, to June 15, 2011. We reviewed fi nancial information back to 
January 1, 2008 to provide perspective for fund balances. 

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

The results of our audit and recommendations have been discussed 
with Town offi cials and their comments, which appear in Appendix A, 
have been considered in preparing this report. As noted in Appendix 
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A, Town offi cials disagreed with some of our fi ndings, but indicated 
they planned to take certain corrective action. Appendix B includes 
our comment on an issue raised in the Town’s response letter.

The Board has the responsibility to initiate corrective action. A 
written corrective action plan (CAP) that addresses the fi ndings and 
recommendations in this report should be prepared and forwarded 
to our offi ce within 90 days, pursuant to Section 35 of the General 
Municipal Law. For more information on preparing and fi ling your 
CAP, please refer to our brochure, Responding to an OSC Audit 
Report, which you received with the draft audit report. We encourage 
the Board to make this plan available for public review in the Town 
Clerk’s offi ce. 



55DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

Financial Management

The Board is responsible for making sound fi nancial decisions that 
are in the best interest of the Town and the taxpayers that fund its 
operations. The Board must adopt structurally balanced budgets 
for all operating funds that provide suffi cient revenues to fi nance 
expenditures. In addition, the Board and Town offi cials must ensure 
that all money is used for its intended purpose and properly recorded 
in the appropriate fund. 

The Town may retain a reasonable portion of fund balance to use as a 
fi nancial cushion in the event of unforeseen fi nancial circumstances, 
and can legally set aside and reserve portions of fund balance to 
fi nance future costs for a variety of specifi ed objects or purposes. In 
determining a reasonable amount of fund balance, the Board should 
consider factors such as the timing of receipts and disbursements, 
the volatility of revenues and expenditures, the need for contingency 
appropriations, and the Board’s intention to fund reserves. A reasonable 
fund balance is a key element of effective fi nancial planning that can 
have several benefi ts including stabilizing the tax rate.

The Town accumulated excessive fund balances in nine special 
districts  at the end of the 2010 fi scal year by adopting budgets that 
underestimated revenues and/or overestimated expenditures. For 
the nine special districts, the 2010 fund balances represented 78 
to 5,019 percent of the 2011 appropriations. As a result, the Town 
has retained an excessive amount of taxpayer dollars. In addition, 
the Town has approximately $1.4 million sitting idle in 18 capital 
projects funds. Finally, the Town has over $866,200 in cash and 
fund balance in special revenue funds that should be recorded and 
reported in the general fund. The available fund balance in the general 
fund at December 31, 2010 was $3.9 million, or 36 percent of 2011 
appropriations. The transfer of cash to the general fund from other 
funds would leave the general fund with excessive fund balance.

A special district is an independent unit of local government 
organized to perform a single function or a restricted number of 
related functions. Special districts generally have the power to incur 
debt and levy taxes. Examples of special districts are water districts, 
drainage districts, sewer districts and fi re protection districts.

The Board underestimated revenues and/or overestimated 
expenditures in the 2010 adopted budget for these nine funds (a 
lighting district, four sewer districts, three water districts, and a 
garbage district), which resulted in operating surpluses. The total 

Special Districts 
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net favorable budget-to-actual variance for the funds was $733,504. 
Another factor contributing to the excessive fund balances is the 
relatively small amounts of fund balance the Board used to fi nance 
the ensuing year’s budget. On average, for all the funds, the Board 
appropriated only 7.33 percent of fund balance each year from 2008 
through 2010. The Board’s overly conservative budgeting practices 
have resulted in the Town maintaining excessive fund balances in 
these funds.

Table 1: Excessive Fund Balances

Fund
Fund Balance (Unreserved, 

Unappropriated)
2011 

Appropriations

Fund Balance 
as a % of 2011 
Appropriations

2008 2009 2010 2011
Lighting District $318,146 $365,339 $401,475 $328,389 122%
Sewer District #3 $109,598 $110,133 $109,014 $43,906 248%
Sewer District #13 $92,792 $93,643 $ 93,399 $1,861 5,019%
Sewer District #18 $2,197,224 $2,164,554 $2,248,570 $666,451 337%
Sewer District #19 $60,080 $65,470 $70,223 $14,996 469%
Water District #8 $334,484 $329,859 $328,074 $56,445 581%
Water District #9 $164,894 $160,838 $164,097 $18,514 886%
Water District #17 $251,974 $273,158 $318,918 $364,743 87%
Garbage District $1,105,325 $1,253,366 $1,368,147 $1,746,328 78%

We compared the 2012 adopted budget to the unaudited fund balance 
at December 31, 2011 for the nine funds and found that 2011 year end 
fund balances were also excessive. 

An important aspect of budget preparation includes a reasonable 
estimate of the amount of fund balance that will be available at the 
end of the fi scal year. Information concerning the amount of fund 
balance available for appropriation has an impact on the amount of 
tax levy needed to fund the subsequent fi scal year’s budget. 

The purpose of a capital projects fund is to account for all of the 
fi nancial activity related to the acquisition or construction of major 
capital assets. The Board and Town offi cials are responsible for 
establishing procedures to properly authorize, fi nance, and monitor 
the status of individual capital projects to ensure that monies are 
properly accounted for and used only for their intended purposes. The 
Board may also establish capital reserves1 to provide a mechanism 
for legally saving money to fi nance all or part of future capital 
improvements and equipment.

Capital Projects Fund 

1  See General Municipal Law Section 6-c
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A signifi cant amount of Town resources are being reported and 
sequestered in the capital projects fund. We identifi ed idle cash in 18 
reported capital projects. The 18 capital projects with cash balances 
totaling over $1.4 million at December 31, 2010 have been completed 
or canceled. For example:

• The Bussendorfer Drainage capital project was established 
in 1997 and as of December 31, 2010 had a cash balance of 
$413,541. This project has been on the Town’s books for 15 
years, but had no expenditures recorded for the project for at 
least the past three years.

• The Forest Avenue Bridge project was established by the 
Board in August 2004 and as of December 31, 2010 had a cash 
balance of $558,749. The project has not progressed beyond 
the preliminary planning and design stages. Moreover, a bond 
anticipation note issued to fund this bridge project has been 
paid back and no expenditures, other than consultant services, 
were charged to this project.  

We also identifi ed 10 projects with cash balances totaling $1.8 million 
that the Town appeared to be treating as capital reserves2 because 
some of this cash was used to make equipment purchases. Therefore, 
the funds were used for capital reserve purposes rather than ongoing 
capital projects. We asked Town offi cials for Board resolutions 
creating capital reserves for the equipment purchases; however, no 
such Board resolutions had been adopted. If it is not the Board’s 
intention to maintain these accounts, this cash should be returned to 
the appropriate operating fund. Not reporting this activity properly 
reduces transparency for taxpayers and interested third parties and 
does not allow them to fully evaluate the Town’s fi nancial condition.

A special revenue fund is a governmental type fund that accounts for 
the proceeds of specifi c revenue sources that are legally restricted 
to expenditures for a specifi c purpose. At December 31, 2010, the 
Town reported over $866,2003 in cash and unreserved fund balance in 
seven miscellaneous special revenue funds. The Board did not adopt 
an annual budget for any of the seven funds. Instead, appropriations 
were approved by Board resolution as needed. We believe that most of 
these moneys, and the related fi nancial activity, should be accounted 
for and budgeted in the general fund. 
For example, cash of $592,208 was reported in the Public 

Special Revenue Funds 

2  The projects in question appeared to be funded by transfers from various operating 
funds, State aid revenue, or transfers from other capital projects.
3  The seven reported miscellaneous special revenue funds were: Ecology ($95,421), 
Parkland Development ($168,475), Public Improvements ($592,208), Millennium 
Bricks ($2,404), Wall of Heroes ($297), Historic Campus ($7,436), and Orchard 
Park Community Youth ($127).  
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Improvements miscellaneous special revenue fund (PIP Fund) at 
December 31, 2010. This fund accounts for cash collected4 by the 
Town from contractors for inspection services performed by Town 
engineering staff or by contractors retained by the Town to perform 
specialized inspection services. The Town charges the inspection 
costs incurred by the Town engineering staff and contractors to the 
general fund or to the PIP Fund. The expenditures incurred by the 
Town to provide the inspection services should be offset against 
recognized revenues, which were generated from those expenditures. 
Matching revenues with related expenditures in the same fund allows 
for a better evaluation of the actual cost of providing the services. 
Further, this matching can also be used to determine whether the fee 
is suffi cient to cover the costs or if it is excessive and generating a 
surplus. Because there appears to have been no legal restriction on 
the use of the fees collected by the Town, this activity should have 
been accounted for in the general fund and would have resulted in an 
increase in its unreserved, unappropriated fund balance. 

1. The Town should take steps to ensure that reasonable fund 
balance levels are maintained.

2. Town offi cials should monitor the progress of each capital 
project, close out any completed or inactive projects, and return 
the residual cash balance to the operating fund.

3. The Board should establish capital reserves to set aside moneys 
for intended equipment acquisitions, in compliance with statutory 
provisions.

 
4. The Town should report the miscellaneous special revenue fund 

fi nancial activity in an operating fund. 

Recommendations

4  The fee charged by the Town is known as a PIP.
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APPENDIX A

RESPONSE FROM LOCAL OFFICIALS

The local offi cials’ response to this audit can be found on the following pages.  
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See
Note 1
Page 13
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APPENDIX B

OSC COMMENT ON THE TOWN’S RESPONSE

Note 1

As we indicate in the report, a special revenue fund is a governmental type fund that accounts for the 
proceeds of specifi c revenue sources that are legally restricted to expenditures for a specifi c purpose. 
The Public Improvement Fund was the largest of the seven miscellaneous special revenue funds 
reported at December 31, 2010. There does not appear to be any restriction on the use of the Public 
Improvement Permit (PIP) fees imposed by the Town, which are accounted for in the miscellaneous 
special revenue fund. Furthermore, the Town’s response indicates that the cash generated by the PIP 
fee can be transferred to the general fund because in 2011 a substantial amount of cash was transferred. 
Therefore, the entire amount of fees collected should be accounted for in the general fund. 
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

To accomplish the objective of the audit and obtain valid audit evidence, we interviewed appropriate 
Town offi cials and employees, tested selected records, and examined pertinent documents for the 
period January 1, 2010, to June 15, 2011. Our procedures included the following steps:

• We reviewed the Town’s annual update documents (AUDs) and comprehensive annual 
fi nancial reports (CAFRs) for a three-year period 2008 through 2010. We compared fund 
balance information from the AUDs and CAFRs to adopted budgets for 2009 through 2011. 
We also used the CAFRs for more detailed information on special revenue funds and capital 
projects funds. 

• We interviewed Town offi cials regarding budgeting, record keeping and fi nancial reporting 
matters and to determine the status of particular projects reported in the capital projects fund. 

• We reviewed the Town Code section related to the parkland fee charged to developers of 
subdivisions, as well as the Town Code section related to public improvement fees. 

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

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

Offi ce of the State Comptroller
Public Information Offi ce
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/

To obtain copies of this report, write or visit our web page: 
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APPENDIX E
OFFICE OF THE STATE COMPTROLLER

DIVISION OF LOCAL GOVERNMENT
AND SCHOOL ACCOUNTABILITY
Andrew A. SanFilippo, Executive Deputy Comptroller

Steven J. Hancox, Deputy Comptroller
Nathaalie N. Carey, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING

BINGHAMTON REGIONAL OFFICE
H. Todd Eames, Chief Examiner
Offi ce of the State Comptroller
State Offi ce Building - Suite 1702
44 Hawley Street
Binghamton, New York  13901-4417
(607) 721-8306  Fax (607) 721-8313
Email: Muni-Binghamton@osc.state.ny.us

Serving: Broome, Chenango, Cortland, Delaware,
Otsego, Schoharie, Sullivan, Tioga, Tompkins Counties

BUFFALO REGIONAL OFFICE
Robert Meller, Chief Examiner
Offi ce of the State Comptroller
295 Main Street, Suite 1032
Buffalo, New York  14203-2510
(716) 847-3647  Fax (716) 847-3643
Email: Muni-Buffalo@osc.state.ny.us

Serving: Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming Counties

GLENS FALLS REGIONAL OFFICE
Jeffrey P. Leonard, Chief Examiner
Offi ce of the State Comptroller
One Broad Street Plaza
Glens Falls, New York   12801-4396
(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

HAUPPAUGE REGIONAL OFFICE
Ira McCracken, Chief Examiner
Offi ce of the State Comptroller
NYS Offi ce Building, Room 3A10
Veterans Memorial Highway
Hauppauge, New York  11788-5533
(631) 952-6534  Fax (631) 952-6530
Email: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau and Suffolk Counties

NEWBURGH REGIONAL OFFICE
Christopher Ellis, Chief Examiner
Offi ce of the State Comptroller
33 Airport Center Drive, Suite 103
New Windsor, New York  12553-4725
(845) 567-0858  Fax (845) 567-0080
Email: Muni-Newburgh@osc.state.ny.us

Serving: Columbia, Dutchess, Greene, Orange, 
Putnam, Rockland, Ulster, Westchester Counties

ROCHESTER REGIONAL OFFICE
Edward V. Grant, Jr., Chief Examiner
Offi ce of the State Comptroller
The Powers Building
16 West Main Street – Suite 522
Rochester, New York   14614-1608
(585) 454-2460  Fax (585) 454-3545
Email: Muni-Rochester@osc.state.ny.us

Serving: Cayuga, Chemung, Livingston, Monroe,
Ontario, Schuyler, Seneca, Steuben, Wayne, Yates Counties

SYRACUSE REGIONAL OFFICE
Rebecca Wilcox, Chief Examiner
Offi ce of the State Comptroller
State Offi ce Building, Room 409
333 E. Washington Street
Syracuse, New York  13202-1428
(315) 428-4192  Fax (315) 426-2119
Email:  Muni-Syracuse@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison,
Oneida, Onondaga, Oswego, St. Lawrence Counties

STATEWIDE AND REGIONAL PROJECTS
Ann C. Singer, Chief Examiner
State Offi ce Building - Suite 1702 
44 Hawley Street 
Binghamton, New York 13901-4417
(607) 721-8306  Fax (607) 721-8313


