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State of New York
Office of the State Comptroller

Division of Local Government
and School Accountability

January 2016
Dear Library 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 Library 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 Tompkins County Public Library, 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 New York State General Municipal
Law.

This audit’s results and recommendation 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
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Introduction

Background

Objective

Scope and
Methodology

The Tompkins County Public Library (Library) serves approximately
101,560 residents. The Library is the central library* for the Finger
Lakes Library System and serves libraries and users in Tompkins,
Tioga, Cortland, Seneca and Cayuga Counties. The Library is a core
community service, which provides free and open access to services,
resources and programs that foster literacy, cultural appreciation,
personal growth and community connections to approximately
47,000 registered borrowers.

The Library is governed by a 15-member Board of Trustees (Board).
The Board is responsible for approving the Library’s annual budget
and monitoring its fiscal affairs. The Director is the administrative
officer responsible for the Library’s day-to-day operations and initial
budget development. The Treasurer is responsible for accounting
for Library receipts and expenditures and reviewing and signing all
vouchers for disbursements within the budgetary limits. The Library
employs a business manager who is responsible for maintaining the
accounting records.

The Library’s 2015 budgeted appropriations totaled $4 million. The
Library is dependent on Tompkins County (County), which provides
77 percent of the funding necessary to sustain Library operations.
The Library receives additional funding from the City and Town of
Ithaca, library fees, State aid and private organizations. In addition,
the New York State Education Department (SED) requires the Library
to remain open for 60 hours each week because it serves a population
of more than 100,000 residents. SED granted the Library a waiver in
2014 for this requirement to give Library officials time to develop a
plan and implement the necessary hours. During September 2015,
officials realigned staff schedules to meet this requirement, with
additional operating costs of $41,000 in 2015.

The objective of our audit was to examine the Library’s financial
condition and internal controls over Library operations. Our audit
addressed the following related question:

» Did Library officials provide adequate financial management?
We examined the Library’s financial condition and reviewed internal

controls over operations for the period January 1, 2014 through May
31, 2015.

1 As a central library, the Library houses the catalogs, books, magazines and
multimedia materials and serves as the major reference center for all 33 libraries
in the Finger Lakes Library System.
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Comments of
Library Officials and
Corrective Action

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.

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

The Board has the responsibility to initiate corrective action. A
written corrective action plan (CAP) that addresses the findings and
recommendation 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 Secretary’s office.
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Financial Management

Library officials are responsible for making sound financial decisions
that balance the level of services desired and expected by patrons with
the available revenue sources. Properly managing Library finances
includes developing structurally balanced budgets based on historical
results and monitoring financial activity and fund balance levels to
ensure recurring expenditures are financed with recurring revenues
and fund balance is not continually relied upon as a financing source.
Officials should also implement internal controls over Library
operations to ensure its assets are adequately safeguarded. Such
controls include properly segregating duties so one individual does
not control all phases of financial operations. When segregating duties
is not feasible, compensating controls such as providing additional
supervision and oversight should be implemented.

Library officials need to continue to improve the Library’s financial
management. Although officials established proper internal controls
over day-to-day financial operations, they struggled to balance the
level of desired and expected services with the operational SED
requirements and available revenue sources. Over the last three years,
Library officials have not developed structurally balanced budgets
because the primary source of revenue comes from the County and
officials are unable to increase this funding as necessary. As a result,
from 2012 through 2014 the Library experienced operating deficits
totaling $266,000 and fund balance was depleted by 38 percent. If
Library officials continue to use fund balance as a financing source, it
could have a significant effect on the financing of future budgets and
the ability to maintain current service levels.

Financial Condition The Board is responsible for adopting budgets that are structurally
balanced, which include estimates of expenditures for known and
necessary purposes that are financed by sufficient recurring revenues.
Fund balance, which represents surplus money from prior years’
operations, can be used as a financing source. However, to avoid
unnecessary future financial stress, these funds should not continually
be used to finance operations.

Although Library officials created reasonable budget estimates, they
did not adopt structurally balanced budgets that financed recurring
expenditures with recurring revenues due to the inability to control the
primary revenue source of funding from the County. Annual County
funding is determined by County officials based on the amount of
funding provided in the prior year along with other factors. As a
result, officials needed to rely on using fund balance to help finance
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Internal Controls

the Library’s increasing expenditures. While the Board monitored the
budget against actual financial operating results on a monthly basis,
the Library experienced several years of operating deficits because
expenditures exceeded revenues, as shown in Figure 1.

Figure 1: Results of Operations

Description 2012
Revenues $3,143,041 $3,357,296 $4,250,676
Expenditures $3,306,391 $3,398,571 $4,312,107
Operating Deficit ($163,350) ($41,275) ($61,431)

Over the last three years, the Library has received unanticipated
revenues from large donations and one-time grants to help fund
operations. While the Board planned to use $652,000 of fund
balance from 2012 through 2014 to finance operations, it actually
used $266,000. Total fund balance declined from $704,000 at the
beginning of 2012 to $438,000 at the end of 2014, which represents a
38 percent decline in total fund balance. The Library will incur another
operating deficit of approximately $134,000 for 2015, which will
further reduce fund balance to $304,000. The Board also plans to rely
on another $35,000 of fund balance for operations in its 2016 budget.

Although Library and County officials have worked together to
develop recommendations to reduce the budget’s structural imbalance,
the financial support provided by the County each year is insufficient
to fund the Library’s recurring expenditures and Library officials
continue to rely on fund balance as a financing source. The County
contributed approximately $3 million to support Library operations
in 2015 or 77 percent of its funding, which was insufficient to sustain
current service levels.

Library officials told us that in 2013 they reviewed expenditure levels
and have reduced staffing levels by 15 percent but are unable to cut
these expenditures further without a significant disruption of services.

Continued reliance on fund balance to finance future budgets, without
significant adjustments to revenue or expenditure estimates, will
eventually exhaust available fund balance and lead to future fiscal
issues. In addition, if Library officials do not adequately resolve the
structural imbalance of the annual budgets and declining fund balance,
community learning programs may also be at risk for termination.

Library officials have implemented specific internal controls over
financial operations, including receipts, disbursements and payroll

2 The Library’s results of operations for 2015 are as of December 21, 2015
accounting for the additional anticipated outstanding expenditures for the
remaining 10 days of the year.
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Recommendation

processing. Due to limited staffing in the business office, officials
were unable to properly segregate duties. However, the Board
instituted appropriate compensating controls, which included
reviewing journal entries, monthly budget-to-actual reports and
payroll expenditure reports. In addition, the Treasurer appropriately
reviews all supporting documentation for cash receipts and approves
all vouchers for disbursements in accordance with the bylaws.

Exclusive of the County’s funding, the Library collected $1.4
million® in Library receipts during the audit period. We reviewed
the cash receipts Library staff collected* during December 2014
totaling $81,000 and found these receipts were properly recorded
and reported to the Board. We also reviewed five days of receipts
collected during that month totaling $1,600, traced them from the
circulation desk records to the cash reconciliation sheet and the bank
statement, and determined that all money received on those days was
properly deposited.

The Library disbursed $1.7 million in non-payroll expenditures
during the audit period. We traced all 125 disbursements for
December 2014 totaling $698,739 to the approved abstract to ensure
they were properly approved for payment. We also selected five
vendor payments made throughout the audit period totaling $21,149
and traced these payments to supporting documentation to ensure that
these disbursements were approved and for proper Library purposes
and found no exceptions.

The Library paid $4 million in salaries and wages during the audit
period for its 46 employees. We reviewed 20 time sheets for 10
employees who were paid $68,650 in April 2015 for accuracy and
proper approval by comparing the hours reported on the time sheets
with those shown on the payroll reports. For two of these employees,
we also recalculated the salaries and wages paid based on Board-
approved rates and found the established controls operated effectively.

1. Library officials should work with County officials and other
municipalities within the Library’s service area to develop a
plan to either increase revenues to support the current service
levels and associated expenditures or further reduce services
and expenditures.

3 This amount includes two large donations totaling approximately $597,000 in
2014.

4 These receipts include library counter collections, fines, donations and other
miscellaneous cash receipts.
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APPENDIX A

RESPONSE FROM LIBRARY OFFICIALS

The Library officials’ response to this audit can be found on the following pages.
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TOMPKINS
COUNTY

PUBLIC
LIBRARY

NAvIGATING A SEA OF RESOURCES

January 8, 2016

Office of the State Comptroller
Binghamton Regional Office
44 Ilawley Street, Suite 1702
Binghamton, NY 13901-4417

Dear I

Please accept this letter as our response to the findings and recommendations of the draft
Report of Examination for the period of January 1, 2014 — May 31, 2015. This letter will
also serve as our Correction Action Plan (CAP).

Audit Recommendation

Library officials should work with County officials and other municipalities within
the Library’s service area to develop a plan to either increase revenues to support
the current service levels and associated expenditures or further reduce services and
expenditures.

Upon review of the draft report, thc Board of Trustees and Library Director accept the
findings and audit recommendation. In response to the findings, we are extremely pleased
that the internal and compensating controls over financial operations of Tompkins
County Public Library (TCPL) were found to be effective. We also agree with the
recommendation to develop a plan to support current service levels. TCPL cannot
continue to rely on fund balance as a financing source and any further reduction in
services would not be beneficial to the population we serve.

The Board of Trustees and the Library have worked closely with the County for relief of
the dependence on the Library’s fund balance. In response to the findings and
recommendations issued by the Library Structural Deficit Work Group in July 2013,
Tompkins County has substantially incrcascd their support of TCPL. In addition to
increasing target funding, the County has consecutively increased ongoing permanent
funding by $175,000 in 2014, $140,000 in 2015 and by $150,000 in 2016.

In conjunction with Tompkins County, in fiscal year 2016 the Library will also work
more closely with the Town of Ithaca and the City of Ithaca for increased support and
will undertake a community engagement initiative to both educate the community served
by the library and to garner support. We are actively planning the community
engagement to take place throughout 2016. We also expect some additional budget relief
with the elimination of an unexpected non-recurring professional fee by fiscal year 2017.

101 EAST GREEN STREET, ITHACA, NEW YORK 14850-5613 ¢ PHONE G807 272 4557 e FAX 2728111 e HTTP.//TCPL.
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TOMPKINS
COUNTY

PUBLIC
LIBRARY

NAavIGATING A SEA OF RESOURCES

We would like to thank the audit team for their assistance and professionalism during the
audit. We appreciated the opportunity to work with them.

Thank you for conducting this review of Tompkins County Public Library.
Sincerely,

Susan A. Currie
Library Director

Ce: TCPL Board of Trustees

Michelle Benl'amin| Business Manaier

101 EAST GREEN STREET, ITHACA, NEW YORK 148505613 ® PHONE 607 272 4557 e FAX 2728111 e HTTP.//TCPL.ORG
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APPENDIX B

AUDIT METHODOLOGY AND STANDARDS

The objective of our audit was to examine the Library officials’ financial management activities for
the period January 1, 2014 through May 31, 2015. To achieve our audit objective and obtain valid and
relevant audit evidence, we performed the following procedures:

* We interviewed Library officials regarding the internal controls established over the day-to-
day operations and tested these controls to ensure that they were working as intended.

* We reviewed the controls in place over all receipts and disbursements including payroll during
December 2014 to ensure that the established controls were as implemented and working
effectively. We selected December 2014 to ensure the year-end balances were accurate.

* We reviewed five days of receipts collected during December 2014. We traced all cash receipts
received on those days from the circulation desk to the cash reconciliation sheet and to the
bank statement to determine if all money received was deposited. We randomly selected the
five days for our sample.

* We reviewed all 125 canceled check images from the December 2014 bank statement to
determine if they were properly approved.

* We selected five vendor payments throughout the audit period based on the name of the vendor
to determine if these payments were properly approved.

* We reviewed 20 of the 92 time sheets for 10 of the Library’s 46 employees from April 2015 to
determine if payments were accurate and properly approved. We chose our sample by selecting
every fifth employee’s name listed on the payroll reports.

* We interviewed Library officials regarding their procedures for managing the Library’s fund
balance, including the use of fund balance in the annual budget.

* We calculated the Library’s unassigned fund balance as a percentage of the ensuing year’s
appropriations from 2012 through 2014.

» We compared the budget-to-actual results of operations and made inquiries of Library officials
for variances in excess of 10 percent for revenues and expenditures for 2014.

* We calculated the operating results from 2012 through 2014 and determined whether Library
officials used the fund balance appropriated each year.

* We projected the ending fund balance for the 2015 fiscal year, using the ending fund balance
of 2014, the results of operations as of December 21, 2015 and the anticipated outstanding
expenditures for the remaining 10 days of the year.
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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/
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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

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

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

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: Nassau and Suffolk 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

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

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: 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
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