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Executive Summary
Purpose

To determine whether the Central New York Regional Transportation Authority’s discretionary
spending complied with its guidelines and was reasonable, adequately supported, and properly
approved. Our audit period was April 1, 2010 to March 31, 2012.

Background

The Central New York Regional Transportation Authority (Authority) was created in 1970 to
develop and improve the public transportation systems in the central region of New York State,
including Onondaga, Oswego, Cayuga, and Oneida counties. Its mission is to provide “safe,
convenient, reliable, and environmentally responsible” transportation services while maximizing
the return on investment for the taxpayers. To accomplish its mission, the Authority incurs direct
costs for specific program purposes and it incurs indirect or “discretionary costs” that support
overall objectives.
The audit identified a total of $4.3 million of Authority spending that was discretionary in nature.
Each public authority should have formal policies and procedures specifying which types of
discretionary spending are appropriate and the dollar thresholds for each. In addition, the policies
should state what type of supporting documentation and formal approvals are necessary for such
costs.

Key Findings

• The Authority did not have formal policies that explicitly outlined whether certain types of
discretionary expenses were proper, what would be considered reasonable amounts for such
expenditures, and what documentation would be required to demonstrate that employees
used due diligence to obtain the lowest reasonable cost.
• We questioned the propriety of certain discretionary expenditures totaling about $31,247.
Among the items, questionable expenses included the costs for special events, memberships,
and subscriptions.
• Although the nature of certain other discretionary expenditures appeared reasonable, we
questioned whether the Authority paid the lowest reasonable costs to obtain the benefits
intended from such expenditures.

Key Recommendation

• Examine written policies and procedures to determine if they adequately address the various
forms of questionable discretionary spending, including definitions of costs and necessary
justifications, dollar thresholds, formal approvals, and required supporting documentation.

Other Related Audits/Reports of Interest

Battery Park City Authority: Selected Aspects of Discretionary Spending (2012-S-158)
State University Construction Fund: Selected Aspects of Discretionary Spending (2013-S-14)
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State of New York
Office of the State Comptroller
Division of State Government Accountability
September 30, 2014
Mr. Brian M. Schultz
Chairman
Central New York Regional Transportation Authority
200 Cortland Avenue
P.O. Box 820
Syracuse, NY 13205-0820
Dear Mr. Schultz:
The Office of the State Comptroller is committed to helping State agencies, public authorities
and local government agencies manage their resources efficiently and effectively. By so doing, it
provides accountability for tax dollars spent to support government operations. The Comptroller
oversees the fiscal affairs of State agencies, public authorities and local government agencies, as
well as their compliance with relevant statutes and their observance of good business practices.
This fiscal oversight is accomplished, in part, through our audits, which identify opportunities for
improving operations. Audits can also identify strategies for reducing costs and strengthening
controls that are intended to safeguard assets.
Following is a report of our audit entitled Selected Aspects of Discretionary Spending. The audit
was performed pursuant to the State Comptroller’s authority as set forth in Article X, Section 5 of
the State Constitution and Section 2803 of the Public Authorities Law.
This audit’s results and recommendations are resources for you to use in effectively managing
your operations and in meeting the expectations of taxpayers. If you have any questions about
this report, please feel free to contact us.
Respectfully submitted,
Office of the State Comptroller
Division of State Government Accountability
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Background
Certain public authority costs pertain directly to the operating purpose of the entity. For example,
a transportation authority’s expense to pay for vehicle fleet maintenance is an operating cost.
However, a public authority also incurs “discretionary” costs to pay for expenses that indirectly
support the primary operating purpose. For example, discretionary costs include expenses for
travel and entertainment and employee professional development. As with operating costs,
discretionary costs must be related to the mission of the public authority and be reasonable.
Also, costs must not be incurred for the personal benefit of the board of directors, management,
or staff. Each public authority should have formal policies and procedures specifying the types
of discretionary costs that are appropriate and the dollar thresholds for each. In addition, the
policies should state what type of supporting documentation and formal approvals are necessary
for such costs and should require employees to perform due diligence to obtain the lowest
reasonable cost.
The Central New York Regional Transportation Authority (Authority) was created in 1970 to
develop and improve the public transportation systems in the central region of New York State,
including Onondaga, Oswego, Cayuga, and Oneida counties. Its mission is to provide “safe,
convenient, reliable and environmentally responsible” transportation services while maximizing
the return on investment for the taxpayers. To accomplish its mission, the Authority incurs direct
costs for specific program purposes and it incurs indirect or “discretionary costs” that support
overall objectives.
The audit identified a total of $4.3 million of Authority spending that was discretionary in nature.
To determine if the Authority’s discretionary spending complied with Authority guidelines and
was reasonable, adequately supported, and properly approved, we examined 185 payments for
discretionary spending totaling $163,394 for the period of April 1, 2010 through March 31, 2012.
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Audit Findings and Recommendations
The Authority did not have formal policies that explicitly outlined whether certain types of
discretionary expenses were proper, what would be considered reasonable amounts for such
expenditures, and what documentation would be required to demonstrate that employees used
due diligence to obtain the lowest cost. We questioned the propriety of certain discretionary
expenditures. Also, while the general nature of certain discretionary expenses appeared
reasonable, we questioned whether the Authority paid the lowest reasonable cost in those
instances.

Questionable Nature of Discretionary Expenses
We questioned the propriety of certain discretionary expenditures totaling about $31,247. Among
the items, questionable expenses included the costs for food and beverages, special events, and
memberships and subscriptions.

Food and Beverages
The Authority made 44 payments totaling $5,104 for meals attended by executive management
while out of town. All were supported by only a receipt, without any explanation of the business
purpose of the meal or any list of who attended them.

Special Events
The Authority does not have clear policy regarding what types of expenses for special events
are allowable and how it determines and documents that costs are reasonable. For example,
the Authority had ten payments totaling $4,227 for participation in a Roadeo competition. The
Roadeo is a transit industry competition for bus drivers and mechanics. The Authority paid to rent
a location to host its own Roadeo, provide awards to its winners, and send one winner and a guest
to a national competition. It is unclear under the Authority policy if, for example, paying for nonemployees to attend a national competition is allowable. It is also unclear how the determination
was made that these costs were reasonable.
Additionally, the Authority made eight payments totaling $18,763 for employee award and
appreciation programs. Of these, five payments totaling $14,072 were for holiday lunches held
at different Authority locations and three payments totaling $4,691 were for gift cards and other
awards given to employees. In the absence of formal policy and related supporting documentation,
it was unclear how the Authority determined that all event-related expenses were appropriate
and if the events were held at the lowest reasonable cost.

Memberships Dues and Subscriptions
The Authority had seven payments totaling $2,400 for memberships in various Chambers of
Commerce and Kiwanis Clubs and for a subscription to the Wall Street Journal. It is unclear if
Division of State Government Accountability
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these membership expenses were appropriate as the Authority does not have a policy regarding
these types of expenditures.

Other Discretionary Expenses
The Authority made seven payments totaling $753 for holiday decorations, flowers sent to a sick
employee, and food sent to a funeral for a deceased employee. The Authority does not have a
policy regarding these types of expenditures.

Costs of Discretionary Expenses
Although the nature of certain other discretionary expenditures appeared reasonable, we
questioned whether the Authority paid the lowest reasonable costs to obtain the benefits
intended from such expenditures.

Training and Conferences
We questioned $5,750 for ten employees to attend the same conference. This amount is only
the conference registration cost, and does not include the travel costs (transportation, lodging,
meals) for these ten employees. There was nothing to document why so many employees needed
to attend. According to Authority officials, all travel for training and conferences is approved
by executive management based on discussions with staff. However, these discussions are not
formally documented.

Travel and Lodging
New York State agencies generally require employees to follow the guidelines set by the U.S.
General Services Administration (GSA) for travel and the reimbursement of related costs. The
Authority, however, does not require its employees to request or obtain the rate set by the GSA
for lodging. Of the 118 travel reimbursements we tested that included lodging, 82 exceeded the
stated GSA rates. If the employees had exercised due diligence and obtained the GSA rate, they
would have saved the Authority as much as $15,080. Authority officials stated they did not believe
a public authority was eligible to use this rate. However, the Authority is a component unit of New
York State, and could adopt a policy requiring employees obtain the federal rate or document any
reasons why it was not available prior to the trip.

Other Expenses
We questioned five payments totaling $125 for annual fees on credit cards. When we brought this
to their attention, Authority officials were able to have the annual fees waived for all of its credit
cards, resulting in a $400 refund.
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Recommendations
1. Examine written policies and procedures to determine if they adequately address the various
forms of discretionary spending, including definitions of such costs and necessary justifications,
dollar thresholds, formal approvals, and required supporting documentation.
2. Ensure employees exercise due diligence to obtain goods and services at the lowest reasonable
cost to the Authority.
3. Document in detail the business need when sending multiple employees to conferences or
seminars.
4. Require employees to request the GSA rate for lodging, or provide a written justification and
obtain formal prior approval for lodging costs over the GSA rate.

Audit Scope and Methodology
We audited to determine whether discretionary spending of the Authority complied with its
guidelines and was reasonable, adequately supported, and properly approved. The audit covers
the period April 1, 2010 through March 31, 2012.
To accomplish our audit objective, we reviewed policies, procedures, and guidelines related to
submitting of and paying for discretionary spending. We also interviewed Authority officials and
employees to obtain an understanding of internal controls relevant to discretionary spending. We
selected a judgmental sample of payments, based on the nature and amount of the payment. We
reviewed the supporting documentation for 185 payments totaling $163,394.
We conducted our performance audit in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on
our audit objective. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objective.
In addition to being the State Auditor, the Comptroller performs certain other constitutionally and
statutorily mandated duties as the chief fiscal officer of New York State. These include operating
the State’s accounting system; preparing the State’s financial statements; and approving State
contracts, refunds, and other payments. In addition, the Comptroller appoints members to
certain boards, commissions, and public authorities, some of whom have minority voting rights.
These duties may be considered management functions for purposes of evaluating organizational
independence under generally accepted government auditing standards. In our opinion, these
functions do not affect our ability to conduct independent audits of program performance.
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Authority
The audit was performed pursuant to the State Comptroller’s authority as set forth in Article X,
Section 5 of the State Constitution and Section 2803 of the Public Authorities Law.

Reporting Requirements
A draft copy of this report was provided to officials at the Central New York Regional Transportation
Authority for their review and comments. Based on the Authority’s response to the draft, we
made substantive changes to our final report. We have included the Authority’s response to our
draft in its entirety. Due to our edits, several Authority comments are no longer applicable. Also,
our rejoinders to certain Authority comments are included in the report’s State Comptroller’s
Comments.
Within 90 days after final release of this report, as required by Section 170 of the Executive
Law, the Chairman of the Central New York Regional Transportation Authority shall report to
the Governor, the State Comptroller, and the leaders of the Legislature and fiscal committees,
advising what steps were taken to implement the recommendations contained herein, and where
recommendations were not implemented, the reasons why.
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Contributors to This Report
Carmen Maldonado, Audit Director
Robert Mehrhoff, Audit Manager
Jennifer Paperman, Audit Supervisor
Brandon Ogden, Examiner-in-Charge
Peter Carroll, Staff Examiner

Division of State Government Accountability
Andrew A. SanFilippo, Executive Deputy Comptroller
518-474-4593, asanfilippo@osc.state.ny.us
Tina Kim, Deputy Comptroller
518-473-3596, tkim@osc.state.ny.us
Brian Mason, Assistant Comptroller
518-473-0334, bmason@osc.state.ny.us

Vision
A team of accountability experts respected for providing information that decision makers value.

Mission
To improve government operations by conducting independent audits, reviews and evaluations
of New York State and New York City taxpayer financed programs.
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Agency Comments
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*
Comment
1

*
Comment
2

* See State Comptroller’s Comments, page 18.
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State Comptroller’s Comments
1. We did not examine the entire $4.3 million of discretionary costs. Rather, we reviewed
a judgmental sample of 185 payments totaling $163,394, and questioned 76 payments
totaling $31,247, or 19 percent.
2. This audit was of discretionary spending only. None of the standards from GASB, FTA, or
other organizations referenced by the Authority in its response are applicable and were
not used by our auditors during the course of their work.
3. The Authority’s current mission statement calls for it to provide transportation services,
and does not address other activities, such as economic development. Authority officials
need to document the business need for the memberships in question over other forums
for seeking input from the business community. That documentation should include the
input received as well as specific plans they have developed for responding to that input.
4. Authority officials were able to provide receipts and other documentation supporting the
expenses incurred for the APTA conference. However, none of the 58 pages they provided
us included explanations prepared at the time the travel arrangements were made of how
many Board members and employees to send, which ones to send, or the benefit to the
Authority from sending them.
5. We do not recommend that separate meal checks be obtained. However, without
information about the business purpose for the meal, the attendees, or what was
purchased, neither the Authority nor our auditors can determine whether the Authority
should have paid these expenses or whether items not allowed under Authority policy
(e.g., alcoholic beverages, meals for non-Authority employees) were purchased.
6. The $4,671 spent on gift cards and other awards is only what our auditors included in their
judgmental sample. Because the Authority includes these expenses under the category
“Supplies,” neither Authority officials nor our auditors could readily determine how much
the Authority spent on these expenses during the audit period.
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