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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
March 2017

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 Thurman, entitled Capital Projects. 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 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

State of New York
Offi ce of the State Comptroller



2                OFFICE OF THE NEW YORK STATE COMPTROLLER2

Background

Introduction

Objective

Scope and Methodology

The Town of Thurman (Town) is located in Warren County and has 
a population of approximately 1,200 residents. The Town provides 
highway, court, transfer station and general governmental services 
to its residents, fi nanced mainly by real property taxes, sales tax 
and State aid. The Town’s appropriations for fi scal year 2016 were 
$1,573,284.

The Town is governed by an elected fi ve-member Town Board 
(Board) composed of the Supervisor and four Board members. The 
Board is responsible for the general oversight and control of the 
Town’s operations and fi nances. The Supervisor serves as the Town’s 
chief fi nancial offi cer and chief executive offi cer and is responsible 
for the day-to-day management of the Town’s fi nancial operations. 

In 2013, the State awarded the Town a $200,000 Empire State 
Development (ESD) grant for the installation of a broadband network 
to provide Internet access (Internet project) to 89 households and 
businesses in the northwest portion of the Town.1 This project was 
completed in 2016 with 32 households and businesses subscribing 
to the Internet service. Also in 2013, the Board authorized a capital 
project for the construction of a new road-salt storage shed and to 
remediate salt contamination due to runoff from the old salt shed (salt 
shed project).  Town offi cials anticipate this project to be completed 
in 2017.

The objective of our audit was to examine the Town’s management 
of its capital projects. Our audit addressed the following related 
question:

• Did the Board provide suffi cient oversight and management 
of the Town’s capital projects?

We examined the Board’s oversight of capital projects for the period 
January 1, 2012 through June 30, 2016. 

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. 

____________________
1 The broadband network uses the white-space bandwidth (unused wireless 

broadcasting frequencies) to provide wireless Internet service to approximately 
3.5 square miles in the northwestern portion of the Town. The subscribers are 
charged a one-time fee of $292 for setup equipment and a monthly service fee of 
$50.
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Comments of Local 
Offi cials and Corrective 
Action

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. Town offi cials 
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 fi ndings and 
recommendations in this report should be prepared and forwarded to 
our offi ce within 90 days, pursuant to Section 35 of 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 Clerk’s offi ce.
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Capital Projects

Internet Project

Capital improvement projects are generally long-term and require 
large sums of money to acquire, develop, improve or maintain various 
facilities. The Board is ultimately responsible for the oversight and 
management of the Town’s capital projects. Town offi cials should 
adequately plan and contract as necessary, monitor progress and 
implement necessary changes to ensure the project is completed in 
an adequate, timely and cost-effective manner.  Initial estimated costs 
must be realistic so the Town can properly plan fi nancing and keep the 
taxpayers informed. The Board should adopt resolutions authorizing 
the maximum estimated cost at project inception and the sources of 
funding and should prepare itemized project budgets. The Board may 
provide additional appropriations for a capital project, as needed, by 
formally amending the budget. 

The Board is also required to audit all claims against the Town and, 
by resolution, direct the Supervisor to make payments for approved 
amounts. A thorough claims audit process verifi es that all claims are 
properly itemized and contain suffi cient documentation to determine 
the nature of the purchases and to show that the amounts represent 
actual and necessary expenses. A proper claims audit should also 
verify that purchases comply with statutory requirements and Town 
procurement policies. For capital project claims, the Board should 
ensure that the architect or project manager certifi es that the equipment 
and construction work being billed for was received, completed and/
or performed in accordance with the related contracts. A certifi cation 
for payment should be used to verify that the progress indicated and 
quality of the work billed is in accordance with the building contract.

During our audit period, the Board managed two capital projects: 
the Internet project and the salt shed project.  The Board did not 
provide adequate oversight and management of the capital projects 
because it did not adopt appropriate fi nancial plans,  monitor project 
expenditures against estimated costs, approve project change orders 
(additional modifi cations in construction or scope of work) or 
authorize additional funding to address cost increases. Further, the 
Board did not establish a plan to adequately fund both projects until 
aid or permanent fi nancing was received, resulting in the general fund 
cash balance declining by more than $390,000 over the last three 
fi scal years. 

In May 2012, the Board contracted with a network engineer to 
complete a fi rst-phase study for testing and design of a rural broadband 
network at a cost not to exceed $20,000. After determining the 
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viability of constructing a broadband network, the Town applied for 
and was awarded a $200,000 ESD grant in July 2013, and in August 
2013 the Board authorized a total project budget of $200,000. The 
grant required the Town to initially pay for all the project costs and 
be reimbursed $200,000 for those expenditures upon completion. On 
October 16, 2014, the Supervisor signed the ESD grant distribution 
agreement. The project budget per the agreement was $250,300 
and identifi ed the funding sources as $200,000 from the grant and 
$50,300 from “Town equity.” However, there was no indication that 
the Supervisor presented the project budget included in the ESD 
agreement to the Board, and the Board never authorized an increase in 
the budget beyond $200,000 or the use of any Town funds to fi nance 
the project. The Board also did not establish a fi nancial plan to fund 
the upfront costs of the project prior to receiving the grant funding.

Construction started in 2014 and was completed in 2016 at a total cost 
of $273,360 ($73,360 in excess of the Board approved budget and 
$23,060 in excess of the grant agreement signed by the Supervisor). 
As of June 30, 2016, the Town had not received the grant funds and 
all the capital project expenditures were paid with advances from the 
general fund and a capital reserve, even though the Board did not 
authorize these advances. Actual project expenditures have exceeded 
both the Board-authorized budget and the budget amount per the 
grant agreement (Figure 1).

Figure 1: Internet Project Budget and Actual Expenditures
Fiscal Year Board-Authorized 

Project Budget
Cumulative Total 

Expenditures

2012 $20,000 $7,919

2013 $200,000 $15,669

2014 $200,000 $63,180

2015 $200,000 $238,032

2016 $200,000 $273,360

We reviewed all 112 project claims totaling $273,360 paid during 
our audit period. While the Board reviewed and approved all project 
claims prior to payment, it did not require the network engineer to 
review and certify the construction claims. Therefore, the Board does 
not have assurance that construction work billed and paid for was 
actually completed and performed in accordance with the contract, 
or that any additional work completed or equipment purchased was 
necessary and approved prior to billing. For example, the Town 
contracted for electrical services totaling $18,000.  However, the 
electrical contractor was paid over $80,000 without any contract 
change orders for the additional work.  

The Board’s failure to adequately budget for and monitor the Internet 
project led to costs exceeding the Board’s authorized budget by 
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$73,360.  The lack of a fi nancial plan to fund the project costs prior 
to receiving the grant proceeds resulted in the use of general fund 
proceeds and reserves to fi nance the project’s expenditures without 
authorization by the Board.

The Board authorized a capital project in July 2013 for the replacement 
of the Highway Department’s salt storage shed and any remediation 
of salt contamination required by the New York State Department of 
Environmental Conservation (DEC) at a cost not to exceed $100,000, 
and for the project to be funded by capital reserve money. During 
August 2015, the Board authorized the use of an additional $72,000 
from the capital reserve to fund project cost increases. However, 
although the Board authorized the use of $172,000 from reserves for 
the salt shed project, all the project costs incurred through the end of 
our audit period  totaling $163,179  were instead funded by advances 
from both the general fund and capital reserve. 

Further, the project engineer’s cost estimates as of October 2014 
totaled $305,760 ($230,000 for the salt remediation and $75,760 for 
shed construction). The Board did not increase the project authorized 
amount or establish suffi cient funding to complete it (Figure 2). As of 
June 30, 2016, the project had not been completed but expenditures 
had reached nearly the entire budgeted amount. 

Salt Shed Project

Figure 2: Salt Shed Project Estimates, Budget and Expenditures
Fiscal 
Year

Engineering Estimates 
(Entire Project)

Board-Authorized 
Project Budget 

Cumulative Total 
Expenditures 

2012 $87,760 $100,000 $0

2013 $87,760 $100,000 $27,353

2014 $305,760 $100,000 $54,864

2015 $305,760 $172,000 $107,531

2016 $305,760 a $172,000 $163,179 b

a According to the Supervisor, project cost may increase to $460,000 based on additional project revisions 
requested by the DEC. 

b As of June 30, 2016

We reviewed all 118 project claims totaling $163,179 paid during 
our audit period. While the Board reviewed and approved all project 
claims prior to payment, it did not appoint a project manager to certify 
the claims prior to its review. For example, the Town incurred over 
$31,000 in well drilling related services. While the Town sought bids 
for well drilling,2 the contractor provided over $16,000 in additional 
services not included in the original contract, for installing pumps 
and building two temporary access roads to access the well drilling 
site. However, there were no contract change orders for the additional 
work completed or project manager certifi cation that it was necessary 

____________________
2 The contract was for a set price per foot drilled and related materials.   
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and consistent with the project scope. Without a certifi cation by an 
architect or a designated project manager, the Board does not have 
assurance that construction work being billed was actually completed 
and performed in accordance with the construction contract and that 
any additional work completed and purchased was approved prior to 
billing.

In addition, the Town’s contracted engineering fi rm3 was paid over 
$42,000 more for its services than estimated. This fi rm prepared 
the cost estimates for the entire project, including $44,000 for an 
engineering fee and construction oversight; however, as of June 
2016 the fi rm was paid over $86,000 for services related to the salt 
shed project. According to the Supervisor, the engineers had several 
meetings with DEC, which recommended various changes requiring 
the engineering fi rm to redraw the project plans, increasing the 
engineering costs. However, the Board did not adequately monitor 
those costs and increase the budget when warranted. 

Financial Planning — The Board’s failure to establish an adequate 
fi nancial plan for the two projects contributed to the need to advance 
funds from the general fund and use reserve funds to fi nance them. 
Capital expenditures for both projects were advanced by the general 
fund and capital reserve, resulting in a signifi cant fi nancial drain on 
the general fund’s available cash balance. During the period January 
1, 2013 through December 31, 2015, general fund unrestricted cash 
declined from $205,627 to $12,987 and general fund reserve cash 
declined from $317,891 to $117,362 due to transfers and advances. 
Further, as of June 30, 2016, the general fund reported having a 
negative cash balance of $8,436.4 

The Board’s failure to establish an adequate fi nancial plan to fund 
project costs and oversee the Internet and salt shed projects has 
contributed to increasing project costs and declining cash balances to 
fund project costs.

The Board should:

1. Approve a detailed capital project budget including all 
anticipated costs and fi nancing methods and require periodic 
fi nancial reports that show actual revenues and expenditures 
compared to the approved budget.

Recommendations

____________________
3 The Town annually contracts with a professional engineering fi rm for engineering 

services, as needed, at an hourly rate.
4 The Town maintains a multifund checking account for the general, highway, 

enterprise and capital funds allowing for other funds to cover cash shortfalls in 
the general fund. Reporting negative cash is the result of additional unrecorded 
advances between funds.  
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2. Closely oversee the remaining project construction or 
designate a project manager to oversee the project and report 
to the Board.

3. Require an architect or engineer to certify that construction 
work is completed prior to audit and payment of claims.

4. Approve all change orders prior to the commencement of 
work.

5. Approve all advances to fund project expenditures prior to 
payment.
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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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APPENDIX B

AUDIT METHODOLOGY AND STANDARDS 

To achieve our audit objective and obtain valid evidence, we performed the following procedures:

• We interviewed Town offi cials regarding policies and procedures related to the establishment 
of the Internet and salt shed capital projects.

• We interviewed Town offi cials to determine their process for monitoring the Internet and salt 
shed capital projects.

• We reviewed project cost estimates and budgets for the Internet and salt shed capital projects.

• We reviewed monthly Board meeting minutes relevant to the Internet and salt shed capital 
projects.

• We reviewed paid project claims for the period January 1, 2012 through June 30, 2016 for 
evidence of Board audit and approval for payment.

• We reviewed Town procurement policies and procedures.

• We examined requests for proposals and bid documentation to determine whether procurements 
of professional services and public works contracts were in accordance with Town policy and 
legal requirements.

• We examined vendor contracts and change orders for services acquired for the project.

We conducted this performance audit in accordance with 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 C

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 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
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
Jeffrey D. Mazula, 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
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
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 AUDITS
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
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