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Audit Results

Town of Lee

 Audit Objective Audit Period

Did the Town of Lee (Town) Town Board (Board) effectively 
manage the general and highway fund balances? December 31, 2021 – April 25, 2025

Understanding the Audit Area

A key measure of a town’s financial condition is its level of fund balance, which represents the 
difference between revenues and expenditures accumulated over time. Unrestricted fund balance 
is the portion of total fund balance that is not restricted for a particular purpose. Maintaining a 
reasonable level of unrestricted fund balance provides a cushion against unforeseen expenditures 
or revenue shortfalls, enabling town officials to continue providing necessary services during times 
of uncertainty. It is a town board’s (board) responsibility to determine what is a reasonable level 
after considering factors like the timing of receipts and disbursements, the volatility of revenues and 
expenditures, and the availability of reserve funds. The board should manage fund balance to help 
ensure levels do not exceed a reasonable amount and funds are not unnecessarily being withheld 
from productive use.

The Town’s general and highway funds had a total of $8.3 million in fund balance as of December 
31, 2024 ($8 million in the general fund and $300,000 in the highway fund). Appropriations in the 
Town’s 2025 budget totaled $2.3 million ($1 million for the general fund and $1.3 million for the 
highway fund).

Audit Summary

The Board did not effectively manage the general and highway fund balances, allowing excessive 
unrestricted fund balances to accumulate in both funds. In addition, the Board did not develop or adopt 
written fund balance or reserve policies, as well as written multiyear financial and capital plans. By 
developing these policies and plans, the Board would provide more transparency regarding the Town’s 
long-term financial needs and goals and help guide the Board and officials as they develop the Town’s 
annual budgets. 

At the end of 2024, the general and highway funds had a total of $8.3 million in unrestricted fund 
balance. When compared to the general and highway fund appropriations in the Town’s 2025 budget, 
the amount of unrestricted fund balance at the end of 2024 could fully fund over three and a half years 
of operations at current spending levels.
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Although the Town levied no real property taxes for the general and highway funds, the unrestricted 
fund balance has continued to increase due to annual operating surpluses. If reasonable fund balance 
levels are not established, and beneficial uses of fund balance are not identified and implemented, this 
unnecessarily withholds funds from productive use. Officials should consider using the identified excess 
fund balance in a manner that benefits taxpayers.

The report includes three recommendations that, if implemented, will improve the Town’s management 
of fund balance. Town officials generally agreed with our recommendations and indicated they planned 
to initiate corrective action.

We conducted this audit 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. Our 
methodology and standards are included in Appendix C.

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 provided to our 
office within 90 days, pursuant to Section 35 of the New York State 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 the CAP 
available for public review in the Town Clerk’s office.
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Financial Management Finding and 
Recommendations

To manage fund balance, a board should develop and adopt a written fund balance policy that specifies 
the desired level of unrestricted fund balance to carry over in each fund from year to year. Fund balance 
may also be restricted and accumulated in legally established reserves to save funds for specific future 
expenditures. In addition, written multiyear financial and capital plans help the board assess and plan 
for the town’s long-term operating and capital needs, and the options for financing those needs, such 
as using fund balance. 

More details on the criteria used in this report, as well as resources we make available to local officials 
that can help officials improve operations (Figure 2), are included in Appendix A.

Finding 1 – The Board allowed excessive unrestricted fund 
balance to accumulate in the general and highway funds and 
did not develop or adopt a fund balance and reserve policy or 
multiyear plans.

At the beginning of our audit period, the 
Town had unrestricted fund balance of 
$5.9 million, or 335 percent of the next 
year’s budgeted appropriations, in the 
general and highway funds combined. 
From 2022 through 2024, this amount 
increased by $2.4 million (41 percent) to a 
total of $8.3 million, which was equivalent 
to 354 percent of the next year’s budgeted 
appropriations (Figure 1). At current 
spending levels, this amount could fully 
fund operations for more than three and a 
half years. 

The Town’s significant level of unrestricted 
fund balance occurred primarily because 
of the amount of sales tax revenue the 
Town received each year. From 2022 
through 2024, the Town received $5.7 
million in sales tax, which was enough to 
cover 86 percent of general and highway 
fund expenditures. The significant amount 
of sales tax received, combined with other 
revenues, exceeded actual expenditures 
each year, resulting in annual operating 
surpluses. 

Figure 1: Year-End Unrestricted Fund Balance

 

FIGURE 1: Year-End Unrestricted Fund Balance 
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Surplus funds generally may be used as a financing source for funding certain one-time expenditures, 
funding appropriate reserves, paying off debt and reducing real property taxes. The Town does not 
have any outstanding debt related to the general or highway fund and the Board does not levy any real 
property taxes related to the general or highway fund.1 However, the Board has not used fund balance 
to establish and fund reserves to save for future projects, acquisitions and other identified needs. Four 
Board members and the Deputy Supervisor told us that they were proud of their fiscal prudence and 
ability to pay cash for capital expenditures, including two new highway vehicles. However, accumulating 
more funds than is needed can effectively withhold those funds from other productive uses. 

The Deputy Supervisor, Board members and Highway Superintendent proposed using fund balance to 
make several one-time expenditures, including the purchase of fire apparatus,2 replacement of highway 
equipment and various upgrades to the Town’s buildings and park. They estimated these expenditures 
will cost approximately $2.1 million, leaving approximately $6.2 million in unrestricted fund balance 
which, at 263 percent of 2025 budgeted appropriations, would still be enough to fully fund annual 
expenditures for more than two and a half years. However, officials did not develop any formal plans for 
the use of the Town’s excessive unrestricted fund balance.

Additionally, the Board did not develop or adopt a written fund balance policy establishing the desired 
level of fund balance to be maintained in each fund and a written reserve policy indicating needed 
reserves, funding levels and circumstances under which reserve funds will be used or replenished. The 
Board also did not develop or adopt written multiyear financial or capital plans outlining future needs 
and intended uses for the accumulated fund balance. Multiyear plans would help provide transparency 
to Town taxpayers and residents on the Town’s long-term needs and goals. Without developing fund 
balance and reserve policies or multiyear plans, the Board lacked fundamental tools necessary to 
help effectively manage fund balance. As a result of our audit, four Board members and the Deputy 
Supervisor told us that they are considering developing these policies and plans and establishing 
needed capital reserves.

In lieu of other planned purchases, and in conjunction with fund balance and reserve policies, multiyear 
plans, and annual operating budgets, the Board should consider using the identified excess fund 
balance in a manner that benefits taxpayers. This may include applying those funds to Oneida County 
(County) real property taxes to reduce the County tax burden on Town taxpayers. If reasonable 
fund balance levels are not established, and beneficial uses of fund balance are not identified 
and implemented, the Town may continue to accumulate significant amounts of fund balance and 
unnecessarily withhold funds from productive use. 

1	 Property taxes were levied in the Town’s street lighting special districts. 							     
2	 The fire apparatus purchase is for use in a fire district located within the boundaries of the Town.



Office of the New York State Comptroller       5

Recommendations

The Board should:

1.	 Reduce the amount of unrestricted fund balances in the general and highway funds in a manner 
that benefits Town taxpayers and residents. Uses of surplus fund balance may include establishing 
authorized reserves, financing one-time expenditures and reducing Town taxpayers’ share of 
County real property taxes.

2.	 Develop and adopt a written fund balance policy that establishes a reasonable level of fund balance 
to be maintained in each fund and a written reserve policy that identifies needed reserves, the 
funding levels for the reserves and circumstances under which reserves will be used or replenished. 

3.	 Develop and adopt comprehensive written multiyear financial and capital plans to establish the 
goals and objectives for funding long-term operating and capital needs and monitor and update 
these plans on an ongoing basis. 
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Appendix A: Profile, Criteria and Resources

Profile

The Town, located in Oneida County, has a population of 6,171 residents and is governed by the 
elected five-member Board composed of the Town Supervisor (Supervisor) and four Board members. 
The Board is responsible for the general oversight of Town operations and financial activities, including 
managing fund balance. The Supervisor serves as the Town’s chief financial officer, and he appointed a 
Deputy Supervisor to assist him with performing his duties.

Criteria – Fund Balance Management

Towns may carry over a reasonable level of unrestricted fund balance from one year to the next. The 
board must assess what would be considered reasonable for the town’s situation and should adopt 
a written fund balance policy that addresses the appropriate levels of unrestricted fund balance to be 
retained in each fund. The board should also adopt a written reserve fund plan or policy that establishes 
the financial objectives for reserves, optimal funding levels and conditions under which the reserves will 
be used. The board should use these policies and plans as a guide to properly manage fund balance 
to help ensure that amounts in excess of the desired fund balance levels are used in a manner that 
benefits taxpayers and residents. 

The board may reserve portions of fund balance, legally setting aside money to finance all or part of 
identified future expenditures. Combining a reasonable level of unrestricted fund balance with specific 
legally established reserves provides resources for both unanticipated events and other identified 
or planned needs. In addition, if a town has surplus fund balance, the board may use the surplus to 
reduce the amount of county taxes to be levied. 

It is important for the board and town officials to develop comprehensive written multiyear financial and 
capital plans to estimate the future costs of ongoing services and capital needs. Effective multiyear 
plans project operating and capital needs and financing sources over a three- to five-year period. A 
written multiyear financial plan enables officials to identify revenue and expenditure trends, establish 
long-term priorities and goals, consider the impact of current budgeting decisions on future years and 
assess the impact and merits of alternative approaches to address financial needs. A written multiyear 
capital plan enables officials to identify all capital and major equipment needs, establish a maintenance 
cycle to sustain current assets and develop a process for prioritizing and financing capital projects and 
equipment purchases. 

The board should monitor and update these policies and plans on an ongoing basis to help ensure that 
decisions are guided by current information. 



Office of the New York State Comptroller       7

Additional Fund Balance Management Resources

 	  	 

In addition, our website can be used to search for audits, resources, publications and training for 
officials: https://www.osc.ny.gov/local-government.

 

Figure 2: OSC Publications

The following OSC Local Government Management Guides are available on our website to help officials 
understand and perform their responsibilities. 

Reserve Funds Multiyear Financial Planning Multiyear Capital Planning 

https://www.osc.ny.gov/files/local-government/
publications/pdf/reserve-funds.pdf

https://www.osc.ny.gov/files/local-government/
publications/pdf/multiyear-financial-planning.

pdf

https://www.osc.ny.gov/files/local-government/
publications/pdf/multiyear-capital-planning.pdf

https://www.osc.ny.gov/local-government
https://www.osc.ny.gov/files/local-government/publications/pdf/reserve-funds.pdf
https://www.osc.ny.gov/files/local-government/publications/pdf/reserve-funds.pdf
https://www.osc.ny.gov/files/local-government/publications/pdf/multiyear-financial-planning.pdf
https://www.osc.ny.gov/files/local-government/publications/pdf/multiyear-financial-planning.pdf
https://www.osc.ny.gov/files/local-government/publications/pdf/multiyear-financial-planning.pdf
https://www.osc.ny.gov/files/local-government/publications/pdf/multiyear-capital-planning.pdf
https://www.osc.ny.gov/files/local-government/publications/pdf/multiyear-capital-planning.pdf
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Appendix B: Response From Town Officials
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Appendix C: Audit Methodology and Standards

We obtained an understanding of internal controls that we deemed significant within the context of the 
audit objective and assessed those controls. Information related to the scope of our work on internal 
controls, as well as the work performed in our audit procedures to achieve the audit objective and 
obtain valid audit evidence, included the following: 

•	 We interviewed Board members and Town officials to gain an understanding of how they manage 
fund balance and identify any intended uses for the fund balance accumulated, and to determine 
whether multiyear plans and fund balance and reserve policies were developed and adopted.

•	 We reviewed fiscal year-end (December 31) fund balance in both the general and highway funds 
from 2021 through 2024 to determine whether any amounts were held in reserves and to calculate 
the increase in unrestricted fund balance from year to year. We also calculated unrestricted fund 
balance as a percentage of the next year’s budgeted appropriations. 

•	 We reviewed the 2022 through 2025 budgets to determine whether the Town levied property taxes 
in the general and highway funds or included appropriations within these funds for principal or 
interest on debt.

•	 We reviewed the Town’s results of operations for 2022 through 2024, for both the general and 
highway funds, to calculate annual operating surpluses and identify the primary reason for the 
surpluses. 

We conducted this performance audit in accordance with generally accepted government auditing 
standards (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. 

 



Contact
SYRACUSE REGIONAL OFFICE –  Rebecca Wilcox, Chief of Municipal Audits

State Office Building, Room 409 • 333 E. Washington Street • Syracuse, New York 13202-1428

Tel (315) 428-4192 • Fax (315) 426-2119 • Email: Muni-Syracuse@osc.ny.gov

Serving: Serving: Herkimer, Jefferson, Lewis, Madison, Oneida, Onondaga, Oswego, St. Lawrence 
counties

Office of the New York State Comptroller 
Division of Local Government and School Accountability 
110 State Street, 12th Floor, Albany, New York 12236

Tel: (518) 474-4037 • Fax: (518) 486-6479 • Email: localgov@osc.ny.gov

https://www.osc.ny.gov/local-government

Local Government and School Accountability Help Line: (866) 321-8503

osc.ny.gov

SYRACUSE

https://www.osc.ny.gov/local-government
http://osc.ny.gov
https://www.instagram.com/nys.comptroller/
https://twitter.com/nyscomptroller
https://www.linkedin.com/company/nys-office-of-the-state-comptroller
https://www.facebook.com/nyscomptroller
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