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State of New York
Office of the State Comptroller

Division of Local Government
and School Accountability
July 2017
Dear Village Officials:
A top priority of the Office of the State Comptroller is to help local government officials manage
government resources efficiently and effectively and, by so doing, provide accountability for tax
dollars spent to support government operations. The Comptroller oversees the fiscal affairs of local
governments statewide, as well as compliance with relevant statutes and observance of good business
practices. This fiscal oversight is accomplished, in part, through our audits, which identify opportunities
for improving operations and Village 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 Village of Pittsford entitled Board Oversight. 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 New York State General Municipal Law.
This audit’s results and recommendations are resources for local government officials 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 office for your county, as listed
at the end of this report.
Respectfully submitted,
Office of the State Comptroller
Division of Local Government
and School Accountability

Division of Local Government and School Accountability

11

Introduction
Background

The Village of Pittsford (Village) is located in the Town of Pittsford
in Monroe County and has a population of approximately 1,400. The
Village is governed by an elected Board of Trustees (Board), which is
composed of four Trustees and the Mayor. The Board is responsible
for the general management and oversight of Village financial
affairs. The Village’s annual budget for the 2016-17 fiscal year is
approximately $1.3 million funded primarily through real property
taxes, sales tax, State aid and user charges.
The Mayor is the Village’s chief executive officer and appoints all
non-elected officers subject to the Board’s approval, including the
Village Clerk and the Treasurer. The Treasurer is the Village’s chief
fiscal officer and budget officer. The Village offers a variety of
services to its residents, including street maintenance, snow removal,
street lighting and sewer services.

Objective

The objective of our audit was to review the Board’s oversight of
the Village’s financial operations. Our audit addressed the following
related question:
•

Scope and Methodology

Is the Board providing adequate oversight over the Village’s
financial operations?

We examined Village financial operations for the period June 1, 2015
through November 16, 2016. We extended our scope period back
to June 1, 2013 to review budget and fund balance trends and the
procurement of professional service.
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 B of this report. Unless otherwise indicated in
this report, samples for testing were selected based on professional
judgment, as it was not the intent to project the results onto the entire
population. Where applicable, information is presented concerning
the value and/or size of the relevant population and the sample
selected for examination.

Comments of Village
Officials and Corrective
Action

2

The results of our audit and recommendations have been discussed
with Village officials, and their comments, which appear in Appendix
A, have been considered in preparing this report. Village officials
agreed with our recommendations and indicated they plan to initiate
corrective action.

Office of the New York State Comptroller

The Board has the responsibility to initiate corrective action. A
written corrective action plan (CAP) that addresses the findings and
recommendations in this report should be prepared and forwarded to
our office within 90 days, pursuant to Section 35 of General Municipal
Law. For more information on preparing and filing 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 Village Clerk’s office.
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Board Oversight
The Board is responsible for making sound financial decisions in the
best interest of the Village and the residents. In preparing the budget,
the Board should develop realistic revenue and expenditure estimates,
along with an accurate estimate of available fund balance at year end.
Fund balance, which represents the cumulative residual resources
from prior fiscal years, can be used to lower real property taxes and
user charges, help with cash flow, pay for unanticipated expenditures,
or set aside in reserves to finance future costs for a variety of specified
purposes. Formal long-term financial plans can be an important tool
in maintaining a village’s fiscal stability.
As a best business practice, goods and services not subject to
competitive bidding, such as professional services, must be procured
in the most prudent and economical manner on the most favorable
terms and conditions. In addition, the procurement of such services
should not be influenced by favoritism, extravagance, fraud and abuse.
Using a competitive method, such as a request for proposal (RFP)
process, helps ensure the Village obtains needed qualified services
upon the most favorable terms and conditions and in the residents’
best interest by soliciting vendor proposals, alerting vendors that the
selection process is competitive, setting forth the information vendors
must provide to respond to the identified contract requirements and
the criteria used to evaluate vendors.
The Board needs to improve its oversight of Village financial
operations to ensure that the adopted budgets are reasonable,
adequate fund balances are maintained and competition is sought
when procuring professional services. Village officials developed
budgets for the general fund that had insufficient appropriations
and adopted sewer fund budgets with overestimated appropriations.
As a result, from 2013-14 through 2015-16 the unrestricted general
fund balance decreased by approximately $375,000 (65 percent)
due to operating deficits caused primarily by underestimated budget
appropriations for legal expenditures, while the unrestricted sewer
fund balance increased by approximately $78,000 (20 percent) due to
operating surpluses of approximately $167,000 caused primarily by
the overestimated budget appropriations of approximately $140,000.
Village officials increased the general fund’s real property tax levy
to help address the declining general fund balance and increasing
legal expenditures. While officials developed long-term plans for
the general fund, similar planning was not done for the sewer fund.
Finally, Village officials did not always seek competition when
4
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selecting professional service providers. Therefore, the Board does
not have adequate assurance that services were procured in the most
economical manner and in the best interest of Village residents.
Budgeting and
Fund Balance

Maintaining a reasonable level of fund balance is necessary to ensure
long-term financial stability. It is important that the Board adopt a
policy that addresses the level of fund balance to be maintained and
use the policy during the annual budgeting process to help ensure that
fund balance levels are adequate. When the Village uses fund balance
to finance operating deficits and fund balance becomes depleted to
the extent that it is no longer able to finance unexpected expenditures
or be used as a financing source for successive budgets, the Board
must either increase revenues (e.g., real property taxes) or decrease
appropriations (e.g., services) to fund operations.
General Fund – We compared budgeted revenues and appropriations
with actual operating results from July 1, 2013 through June 30,
2016. While revenue estimates were generally reasonable, the Board
overexpended appropriations by a cumulative total of more than
$260,000 (7 percent).

Figure 1: General Fund Budget-to-Actual Comparison
2013-14

2014-15

2015-16

Totals

Estimated Revenues

$1,105,136

$1,221,535

$1,242,199

$3,568,870

Actual Revenues

$1,112,751

$1,197,749

$1,265,918

$3,576,418

$7,615

($23,786)

$23,719

$7,548

1%

(2%)

2%

0%

Appropriations

$1,105,136

$1,252,535

$1,319,297

$3,676,968

Actual Expenditures

$1,069,425

$1,455,487

$1,414,268

$3,939,180

$35,711

($202,952)

($94,971)

($262,212)

3%

(16%)

(7%)

(7%)

Variance
Percentage

Variance
Percentage

The most significantly overexpended appropriations were for legal
expenditures, which exceeded the budget by more than $368,000 (65
percent) over the past three completed fiscal years due primarily to
ongoing litigation concerning a canal-side development project. The
Village hired several attorneys to defend Board and planning and
zoning board members, and expended approximately $934,000 in
legal fees from 2013-14 through 2015-16.
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Figure 2: Legal Services Budget-to-Actual Comparison
2013-14

2014-15

2015-16

Totals

Budgeted Appropriations

$102,500

$141,500

$321,500

$565,500

Actual Expenditures

$120,880

$349,129

$464,038

$934,047

Variance

($18,380)

($207,629)

($142,538)

($368,547)

(18%)

(147%)

(44%)

(65%)

Percentage

Except for the legal fees, the Board generally used reasonable budget
estimates and managed operations within budget. However, because
the actual legal fees were so much more than budgeted, this led to a
reduction of the Village’s unrestricted general fund balance, which
decreased by more than $375,000 (65 percent) from 2013-14 through
2015-16 (Figure 3).

Figure 3: General Unrestricted Fund Balance at Year End
2013-14

2014-15

2015-16

a

$722,677

$766,003

$508,265

$43,326

($257,738)

($148,350)

Ending Fund Balance

$766,003

$508,265

$359,915

Less: Reserves

$159,610

$159,778

$159,912

$31,000

$77,098

$0

$575,393

$271,389

$200,003

46%

21%

15%

Total Beginning Fund Balance
Add: Operating Surplus (Deficit)

Less: Appropriated Fund Balance for Next Year’s Budget
Total Unrestricted Fund Balance at Year End
Unrestricted Funds as a Percentage of Next Year’s Budget
a

Includes a prior period adjustment of ($17,174)

Because the Board did not want to further reduce fund balance, it
voted to override the 2016-17 fiscal year tax cap1 and adopt a budget
with a tax levy of $611,618, or approximately a 21 percent increase
over the previous year’s levy of $506,766. As shown in Figure 4,
this resulted in a tax levy that is increasing at a significant rate.
Furthermore, the general fund has an additional liability to the sewer
fund of $84,753. Recording this liability will further reduce the
general fund unrestricted fund balance. Subsequent to the adoption
of the 2016-17 budget, in June 2016, the Board also adopted an
1

6

The State Legislature and the Governor enacted Chapter 97 of the Laws of 2011
that established a tax levy limit on all local governments, which was effective
beginning in the 2012 fiscal year. The law precludes local governments from
adopting a budget that requires a tax levy that exceeds the prior year tax levy
by more than 2 percent or the rate of inflation, whichever is less, unless the
governing board adopts a local law to override the tax levy limitation.
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unrestricted fund balance policy for the general fund. This policy
establishes an optimum unrestricted fund balance of 15 percent of
current year’s budgeted appropriations.

Figure 4: General Fund Tax Levy,
2013-14
to 2016-17
General
Fund
Tax Levy, 2013-14 to 2016-17
$700,000
$600,000
$500,000

25%

$611,618
$439,060

$460,297

20.69%

$506,766

15%

$400,000
$300,000

10.10%

10%

$200,000
$100,000
$0

20%

4.99%
2013-14

5%

4.84%
2014-15
tax levy

2015-16

0%

2016-17

% change

Sewer Fund – The unrestricted fund balance steadily increased from
2013-14 through 2015-16. The Board routinely adopted budgets with
overestimated expenditures, resulting in operating surpluses. These
surpluses occurred primarily because three appropriation accounts
were overestimated. In 2013-14 the Board budgeted $30,560 for
contractual sewer administration expenditures and less than $900
was charged to this account. For 2014-15 and 2015-16 the Board
budgeted an average of $6,800 for this account resulting in a total
budget variance of $35,508 during these years.
The Board also budgeted approximately $31,000 annually for
sewer administration personnel service costs totaling approximately
$93,000 over these fiscal years, even though $59,573 was charged
to this account during this period for a total variance of more than
$33,500. Lastly, appropriations for the contractual sanitary sewers
account was overestimated by $19,565 in 2015-16 for a total budget
variance of nearly $23,000.
Because of the Board’s ineffective budgeting practices, the sewer
fund’s unrestricted fund balance increased by more than $78,000 (20
percent) over the three years. In addition, Village officials transferred
a total of $84,753 from the sewer fund to the general fund which is
not permitted by General Municipal Law (GML). Had these transfers
not been made, the 2015-16 year-end unrestricted fund balance
would have been $550,200 or 317 percent of 2016-17 sewer fund
appropriations. The Village should record this liability from the
general fund to the sewer fund and repay this amount.
Division of Local Government and School Accountability
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Figure 5: Sewer Unrestricted Fund Balance at Year-End
2013-14

2014-15

2015-16

Total Fund Balance

$651,343

$709,442

$792,875

Less: Reserves

$263,929

$289,477

$327,428

Unrestricted Fund Balance at Year-end

$387,414

$419,965

$465,447

Next Year’s Budgeted Appropriations

$139,331

$157,476

$173,676

278%

267%

268%

Unrestricted Funds as Percent of Next
Year’s Budget

While it is important to be prepared for unexpected events by
maintaining a reasonable amount of unrestricted fund balance, an
excessive amount of unrestricted fund balance unnecessarily burdens
residents with unnecessarily higher user charges. A formal long-term
plan for the sewer fund could help Village officials identify revenue,
expenditure and fund balance trends and budget accordingly.
Professional Services

Best practices indicate that using competition helps ensure the most
prudent use of taxpayer money. Issuing an RFP for professional
services to seek competition helps ensure that the Village obtains
needed services at a reasonable price, from qualified professionals, in
the resident’s best interest without partiality. An RFP is a structured
document used to solicit competition in certain cases when bidding is
not required by law, or when authorized by statute as an alternative to
bidding. In general, an RFP would specify the minimum acceptable
functional, technical, contractual requirements and the evaluation
criteria that will govern the contract award. A written agreement
or contract is essential for establishing the professional services to
be provided, the time frames for those services and the basis for
compensation.
The Village’s procurement policy does not require using competitive
methods for awarding professional service contracts and states that it
may not be in the Village’s best interest to solicit quotes or RFPs for
professional services or services requiring special or technical skill,
training or expertise. The policy further stipulates that the provider
must be chosen based on accountability, reliability, responsibility,
skill, education and training, judgment, integrity and moral worth.
However, the policy does not state how these goals would be achieved
without using an RFP process to obtain services. As a result, the
Board did not solicit competition, such as by issuing RFPs, when
procuring professional services. Therefore, the Board has little
assurance that the Village obtained the best prices in the best interest
of Village residents.

8
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We reviewed payments totaling $1.2 million made to nine professional
service providers, who were each paid more than $20,000 from June
1, 2013 through October 31, 2016.

Figure 6: Professional Service Expendituresa
Amount
Architect (1)

$28,322

Engineer (1)

$46,648

Insurance (1)

$120,425

Consultant (1)

$25,088

Legal Services (5)
Total
a

$994,244
$1,214,727

The total number of service providers in each
category is shown in parentheses.

While Village officials were able to provide us with explanations
for why they chose some of these service providers (e.g.,
recommendations, annual appointments or conflict of interest),
documentation of these explanations and the rationale for the
choices made were not maintained. Officials told us that they used
an informal process to procure professional services, which included
verbal recommendations and an interview selection process that
was provided to the Board for final approval. However, even though
these decisions may have been discussed among Village officials,
adequate documented support for the decisions made was generally
unavailable. Without obtaining information about other vendor
options it is questionable how officials could assess the relative costs
and benefits.
Further, three professional service providers (33 percent) who were
paid more than $193,000 did not have written agreements with the
Village. In addition, the Village used the same insurance provider for
over 20 years without soliciting quotes from any other providers to
determine if savings could be realized. The Village paid this provider
approximately $120,000.
The professional services procured were for legitimate and appropriate
Village purposes. However, by not establishing procedures to seek
competition and given the significant costs associated with obtaining
these services, Village officials do not have adequate assurance that
they are obtaining professional services with the most favorable
terms and conditions and without favoritism. As a result, a substantial
portion of Village operating costs may not be obtained in the most
advantageous manner. The lack of written contracts or detailed Board
Division of Local Government and School Accountability
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resolutions describing the services to be provided and the basis for
compensation prevents the Board from determining whether the fees
charged for a specified time period are correct when it audits claims
and increases the risk that the Village could pay for services that were
not received or that do not comply with agreed-upon conditions and
rates.
Recommendations

The Board should:
1. Adopt budgets that realistically reflect the Village’s operating
needs based on historical or other known trends.
2. Monitor the level of fund balance and ensure that budgets are
structurally balanced.
3. Adjust sewer rent rates to correspond with the actual annual
cost of sewer services provided.
4. Discontinue making sewer fund transfers to the general fund
and recover the money previously transferred.
5. Develop a long-term financial plan for the sewer fund to
identify revenue, expenditure and fund balance trends.
6. Update its procurement policy to provide clear guidance for
procuring professional services in an economical manner
and establish how documentation supporting such decisions
should be maintained.
7. Enter into written agreements or approved detailed Board
resolutions for all individuals and firms who provide
professional services to the Village. These agreements and
resolutions should clearly stipulate the services provided, the
time frame for those services and the basis for compensation.

10
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APPENDIX A
RESPONSE FROM VILLAGE OFFICIALS
The Village officials’ response to this audit can be found on the following pages.  
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APPENDIX B
AUDIT METHODOLOGY AND STANDARDS
To achieve our audit objective and obtain valid evidence, we performed the following procedures:
•

We analyzed revenue and expenditure trends and changes in fund balance for the general and
sewer funds for 2013-14 through 2015-16 fiscal years.

•

We compared budgeted revenues and appropriations to actual operating results for 2013-14
through 2015-16 for the general and sewer funds.

•

We interviewed Village officials to gain an understanding of the procurement process as it
relates to professional service providers.

•

We reviewed minutes of the Board’s proceedings and Village policies as they related to our
audit.

•

We obtained a list of professional service providers and payments made to these providers
from June 1, 2013 to October 31, 2016. We verified that all significant vendors were included
by reviewing the general ledger for contractual payments.

•

From the list of vendor payments totaling $1.5 million, we judgmentally selected nine
professional service providers who each received more than $20,000 (for total of $1.2 million)
from June 1, 2013 through October 31, 2016. We determined whether there was evidence of
competitive procurement, and if Board-adopted resolutions, contracts or agreements included
sufficient information.

We conducted this performance audit in accordance with GAGAS. 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.
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APPENDIX C
HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT
To obtain copies of this report, write or visit our web page:

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

16

Office of the New York State Comptroller

APPENDIX D
OFFICE OF THE STATE COMPTROLLER
DIVISION OF LOCAL GOVERNMENT
AND SCHOOL ACCOUNTABILITY
Andrew A. SanFilippo, Executive Deputy Comptroller
Gabriel F. Deyo, Deputy Comptroller
Tracey Hitchen Boyd, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING
BINGHAMTON REGIONAL OFFICE
H. Todd Eames, Chief Examiner
Office of the State Comptroller
State Office 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

NEWBURGH REGIONAL OFFICE
Tenneh Blamah, Chief Examiner
Office 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

BUFFALO REGIONAL OFFICE
Jeffrey D. Mazula, Chief Examiner
Office 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

ROCHESTER REGIONAL OFFICE
Edward V. Grant, Jr., Chief Examiner
Office 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: Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming Counties

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

GLENS FALLS REGIONAL OFFICE
Jeffrey P. Leonard, Chief Examiner
Office 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

SYRACUSE REGIONAL OFFICE
Rebecca Wilcox, Chief Examiner
Office of the State Comptroller
State Office 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: Albany, Clinton, Essex, Franklin,
Fulton, Hamilton, Montgomery, Rensselaer,
Saratoga, Schenectady, Warren, Washington Counties
HAUPPAUGE REGIONAL OFFICE
Ira McCracken, Chief Examiner
Office of the State Comptroller
NYS Office Building, Room 3A10
250 Veterans Memorial Highway
Hauppauge, New York  11788-5533
(631) 952-6534  Fax (631) 952-6530
Email: Muni-Hauppauge@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison,
Oneida, Onondaga, Oswego, St. Lawrence Counties
STATEWIDE AUDITS
Ann C. Singer, Chief Examiner
State Office Building, Suite 1702
44 Hawley Street
Binghamton, New York 13901-4417
(607) 721-8306  Fax (607) 721-8313

Serving: Nassau and Suffolk Counties
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