OFFICE OF THE NEW YORK STATE COMPTROLLER

DivisioN oF LocAL GOVERNMENT

& SCHOOL ACCOUNTABILITY

Town of Mentz

Board Oversight

Report of Examination

Period Covered:

January 1, 2013 — September 6, 2016
2016M-403

Thomas P. DiNapoli



Table of Contents

AUTHORITY LETTER

INTRODUCTION
Background
Objective
Scope and Methodology
Comments of Local Officials and Corrective Action

BOARD OVERSIGHT
Budgeting Practices
Annual Audit
Recommendations

APPENDIX A Response From Local Officials

APPENDIX B Audit Methodology and Standards
APPENDIX C How to Obtain Additional Copies of the Report
APPENDIX D Local Regional Office Listing

Page

NN DNDNDDN

[op I @ p N SN

10
11
12




State of New York
Office of the State Comptroller

Division of Local Government
and School Accountability

March 2017
Dear Town 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 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 Mentz, 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
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Introduction

Background

Objective

Scope and Methodology

Comments of Local Officials
and Corrective Action

The Town of Mentz (Town) is located in the central part of Cayuga
County (County) and includes the Village of Port Byron (Village)
within its boundaries. The Town covers approximately 17 square
miles and serves approximately 2,300 residents. The Town is
governed by an elected Town Board (Board), which is composed of
four Board members and a Town Supervisor (Supervisor). The Board
is responsible for the general management and control of the Town’s
financial affairs. The Supervisor is the chief executive officer and
chief financial officer and is responsible for maintaining the financial
records and providing monthly reports to the Board that summarize
the Town’s financial activities.

The Town provides a variety of services to its residents, including
a justice court, fire protection, highway maintenance, snow removal
and general government support. The Town finances these services
primarily with real property and sales taxes. The Town’s 2016
budgeted appropriations for all funds totaled approximately $876,000.

The town-wide (TW) general and highway funds have tax bases
that encompass the entire Town, including the Village. The Town-
outside-village (TOV) general and highway funds have tax bases that
encompass the portion of the Town that lies outside of the Village.

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

* Did the Board provide adequate oversight of the Town’s
financial operations?

We examined the Board’s oversight of financial operations for the
period January 1, 2013 through September 6, 2016. Additionally,
we extended our scope to review the Town’s 2017 tax cap filing and
adopted budget.

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.

The results of our audit and recommendations have been discussed
with Town officials, and their comments, which appear in Appendix
A, have been considered in preparing this report. Town officials
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generally agreed with our recommendations 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
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 Clerk’s office.
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Board Oversight

The Board is responsible for the Town’s financial oversight, which
includes adopting a comprehensive multiyear financial and capital
plan to estimate the future costs of ongoing services and to set long-
term priorities and funding goals and adopting a fund balance policy
to determine a reasonable portion of fund balance to retain to help
fund these goals. The Board must adopt structurally balanced budgets
that provide sufficient revenues to finance recurring expenditures,
while providing desired services on a continuing basis and complying
with State laws limiting the tax levy, and must perform annual audits
of the books and records of Town officials or employees who receive
or disburse money on the Town’s behalf.

The Board has not adopted a comprehensive multiyear financial and
capital plan or a fund balance policy. Furthermore, the Board has
adopted budgets that overestimated expenditures for the TOV highway
fund. As a result, the TW general and TOV highway fund balances at
the end of 2015 were $409,000 and $267,000, or 133 percent and 68
percent of 2016 appropriations, respectively. In addition, the Town’s
2016 tax levy exceeded the property tax cap for that year by $4,260.
Further, the Board did not perform annual audits of the books and
records of Town officials or employees who received or disbursed
money. As a result, the Town’s tax levies may have been higher than
necessary, including $4,260 that was required to be set aside to reduce
the 2017 tax levy. However, because the Board did not use the $4,260
to reduce the 2017 levy, it should create and fund a reserve equal to
$4,260 and use it to offset the 2018 property tax levy. In addition, the
Board’s ability to monitor the Town’s financial operations is severely
diminished.

Budgeting Practices It is important for the Board to develop and adopt a comprehensive
multiyear financial, capital and reserve fund plan to estimate the
future costs of ongoing services, capital needs and reserve funding.
Effective plans project operating and capital needs and financing
sources over a three- to five-year period, identify developing revenue
and expenditure trends and set long-term priorities and goals. Long-
term financial plans work in conjunction with Board-adopted policies
and procedures to provide necessary guidance to employees on the
financial procedures and priorities set by Town officials. To be most
effective, Town officials must monitor and update long-term plans
on an ongoing basis to ensure that decisions are guided by accurate
information. The Board should also develop and adopt a fund balance
policy to determine a reasonable portion of fund balance to retain to
help fund these goals.
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The Board has not developed and adopted a comprehensive multiyear
financial and capital plan or a fund balance policy. Therefore, in 2013,
when the Town sold a medical building for approximately $204,000,
the TW general fund had an operating surplus of approximately
$151,000 which resulted in an ending fund balance of approximately
$364,000. Although the Town received a large sum from a one-time
revenue source, it would have been prudent to offset this with a one-
time expenditure such as bridge repairs, which Town officials stated
there is a need for, and bridge repair is a TW highway function which
could have been funded with a transfer from the TW general fund.
The Board did not do so because it did not have a plan to address
the excessive accumulation of fund balance. The Board continued
to adopt budgets resulting in operating surpluses in the TW general
fund in 2014 and 2015 totaling approximately $45,000. This resulted
in an ending fund balance in the TW general fund of approximately
$409,000 at the end of the 2015, or 133 percent of 2016 appropriations.

In addition, the Board overestimated expenditures in the TOV
highway fund for the last three years, specifically for machinery,
contractual and equipment, and snow removal personal services and
contractual, and has therefore accumulated a large fund balance from
approximately $90,000 in 2013 to approximately $267,000 in 2015,
or 68 percent of 2016 appropriations.

Figure 1: TOV Highway Fund Budget, Operating Results and Fund Balance

2013 2014 2015 Total
Beginning Fund Balance $90,296 $130,910 $196,357 $417,563
Actual Revenues $268,070 $281,549 $269,248 $818,867
Appropriations $278,445 $291,589 $283,485 $853,519
Actual Expenditures $227,456 $216,102 $198,759 $642,317
Expenditure Variance $50,989 $75,487 $84,726 $211,202
Expenditure Variance Percentage 18% 26% 30% 25%
Operating Surplus $40,614 $65,447 $70,489 $176,550
Ending Fund Balance $130,910 $196,357 $266,846 $594,113
Less: Restricted and Appropriated Fund Balance $30,111 $66,872 $79,347 $176,330
Unassigned Fund Balance $100,799 $129,485 $187,499 $417,783
Ensuing Year's Budgeted Appropriations $291,589 $283,485 $275,310 $850,384
e I B

Property Tax Cap — In 2011, the State Legislature enacted a law
establishing a property tax levy limit, generally referred to as the
property tax cap, that restricts the amount of property taxes local
governments can levy. Under this legislation, the property tax levied
annually by local governments generally cannot increase more than 2
percent or the rate of inflation, whichever is lower. Local governments
are permitted to override the levy limit if certain actions are taken.
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Annual Audit

Recommendations

The law became effective for fiscal years that began in 2012. If it is
determined the Town levied taxes in excess of the applicable levy
limit without properly overriding, the excessive amount must be
placed into a special reserve to be used to reduce the ensuing year’s
tax levy.

The Town’s 2016 tax cap filing with our office showed that the Town
would be over the property tax cap for that year. However, the Board
failed to pass a local law overriding the property tax cap or to modify
the budget to stay within the cap. As a result, the Town’s property tax
levy exceeded the cap limit by $4,260; we informed Town officials
that the law requires this excess to be set aside in a reserve and used
to offset the 2017 tax levy. Although the 2016 tax cap filing stated that
the tax cap reserve money of $4,260 from the 2016 overage would
be used to reduce the 2017 levy and Town officials stated that was
their intent, the official minutes of the Board and the copy of the 2017
adopted budget submitted to the County did not include the reserve
money, and therefore, the levy was not reduced.

Because the Board has not adopted a comprehensive multiyear
financial and capital plan or a fund balance policy and has adopted
budgets that overestimated expenditures and exceeded the property
tax cap, the Town’s tax levies have been higher than necessary.

According to New York State Town Law, by January 20th of each year,
each Town officer or employee who received or disbursed money on
the Town’s behalf in the previous year must provide an accounting
to the Board and produce all books, records, receipts, vouchers and
canceled checks for audit. The Board is required to annually audit, or
engage an independent accountant to audit, these records. The Board
should ensure that the completion and results of the audit are included
in its meeting minutes and that documentation is filed detailing how
the audit was performed and the records that the Board reviewed.

The Board did not audit the records of Town officers or employees that
received or disbursed Town money from 2013 through 2015. Although
the 2015 Board minutes indicated that the Board completed an audit
of the 2014 Town Clerk’s and Justice’s records, Town officials told
us that no audit had taken place. The annual audit provides assurance
that public funds are handled properly, identifies conditions that need
improvement and provides oversight of financial operations. When
the Board fails to complete annual audits, its ability to monitor the
Town’s financial operations is severely diminished.

The Board should:

1. Develop and adopt a multiyear financial and capital plan for a
three- to five-year period and a fund balance policy.
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2. Adopt budgets with realistic estimates for revenues and

expenditures.

Adopt budgets that are compliant with, or properly override,
the property tax cap. Create and fund a reserve equal to $4,260
as required and use it to offset the 2018 property tax levy.

Conduct annual audits of the records and reports of all Town
officers and employees who received or disbursed money
during the preceding fiscal year, or engage an independent
accountant to conduct the audits. The Board should ensure
that the completion and results of the audit are included in
its meeting minutes and that documentation is filed detailing
how the audits were performed and the records that the Board
reviewed.
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APPENDIX A

RESPONSE FROM LOCAL OFFICIALS

The local officials’ response to this audit can be found on the following page.
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Town of Mentz
PO Box 798
14 Sponable Drive
Port Byron, NY 13140
Telephone: 315-776-8692
Fax: 315-776-8535
e-mail: townofmentz@tds.net
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February 28, 2017

Office of the State Controller

Mr. Edward V. Grant Jr., Chief Examiner
The Powers Building

16 W. Main Street — Suite 522
Rochester, NY 14614

Dear Mr. Grant:

The Town of Mentz was audited by a team of three examiners from the Rochester Regional
Office of the State Controller.

The audit period covered was January 1, 2013 through September 6, 2016. The audit team was
professional and positive to work with. The findings and recommendations will be used as a tool
to better manage the Town of Mentz.

In closing, I would comment that I concur with the audit findings and recommendations.

Thank you and your team for their assistance.

Sincerely.

Richard Nielens, Jr.
Mentz Supervisor
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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 interviewed Town officials and employees to gain an understanding of financial operations
and budgeting.

We reviewed the Town’s policies and procedures, Board meeting minutes and resolutions.
We analyzed fund balances from 2013 through 2015.

We compared budgeted revenues and appropriations to operating results for 2013 through
2015 for the major operating funds.

We reviewed the Town’s adopted budgets for 2013 through 2015 and monthly reports provided
to the Board.

We compared revenue, expenditure and balance sheet account balances in the 2015 Annual
Update Document to the Town’s records to assess the reliability of financial data.

We reviewed the Town’s tax cap filing and interviewed Town officials to determine if the Town
exceeded its 2016 and 2017 tax caps.

We reviewed the Town’s 2017 tax cap filing and adopted budget to determine if the property
tax levy was reduced by $4,260, the amount by which the 2016 levy exceeded the cap.

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.

OFFice oF THE NEw York STATE COMPTROLLER




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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