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Report Highlights

Audit Objective
Determine whether the Town of Leicester (Town) 
Board (Board) effectively managed fund balance.

Key Findings
The Board did not effectively manage the Town’s 
fund balance and continued to unrealistically 
estimate revenues and appropriations in the 
adopted budgets. The Board did not correct the 
deficiencies noted in our prior audit (Budgeting 
and Financial Oversight (2015M-158), released 
November 2015), adopt written fund balance or 
reserve policies and did not properly establish 
reserves. In addition, the Board did not ensure it 
received up-to-date, accurate financial reports in 
a timely manner, which hindered its adoption of 
realistic budgets and multiyear financial or capital 
plans. 

As a result, officials maintained significant 
unrestricted fund balance in the town-wide (TW) and 
town-outside-village (TOV) funds that as of January 
1, 2024 were sufficient to fund the entire 2024 
budgeted appropriations. Also, the water fund had a 
deficit fund balance of $80,597. 

We project that the Town will have small operating 
surpluses in 2024, which will increase the 
significant fund balances. The Board continued to 
unrealistically estimate revenues and appropriations 
in the 2025 budget, which will likely result in 
operating surpluses that will further increase the 
significant fund balances in the general and highway 
TW and TOV funds.

Recommendations
The audit report includes nine recommendations 
that, if implemented, will improve the Town’s 
financial management. 

Town officials generally agreed with our findings 
and indicated they will initiate corrective action. 
Appendix B includes our comments on the Town’s 
response letter. 

Audit Period
January 1, 2021 – December 16, 2024

Background
The Town is located in Livingston County 
(County), and the Village of Leicester 
is located within the Town. The elected 
five-member Board, comprised of the 
Town Supervisor (Supervisor) (who 
started in January 2024) and four Board 
members, is responsible for the general 
management and control of the Town’s 
financial affairs, which includes adopting 
the annual budget and establishing 
financial policies. The Town used three 
accounting firms to provide bookkeeping 
services during the audit period, with the 
most recent starting in July 2024.

The Town has six operating funds 
including the general fund, TW (general 
fund TW); general fund, TOV (general 
fund TOV); highway fund, TW (highway 
fund TW); highway fund, TOV (highway 
fund TOV); water fund and lighting fund. 
The TW funds are funded primarily by 
real property taxes, while the general 
fund TOV is funded primarily by sales 
tax, and the highway TOV fund is 
funded primarily by real property taxes 
and Consolidated Local and Highway 
Improvement Program (CHIPs) revenues. 
The water fund is funded primarily with 
metered water sales and debt service 
charges. 

Town of Leicester

Quick Facts

Total 2024 Appropriations for TW and 
TOV funds $1.2 million

Total Fund Balance for TW and TOV 
funds as of December 31, 2023 $2.2 million
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We provided recommendations in our prior audit report1 to help the Board improve financial operations. 
The Board did not implement adequate corrective action to address the deficiencies. Therefore, the 
deficiencies remained and impaired its ability to effectively manage the Town’s fund balance and 
operations.

How Should a Board Manage Fund Balance?

Fund balance, which represents the difference between revenues and expenditures accumulated over 
time, is a key measure of a town’s financial condition. Maintaining a reasonable amount of unrestricted 
fund balance within operating funds is an important financial consideration for town officials because it 
is available for appropriation to reduce taxes, fund one-time expenditures and other uses. Accumulating 
funds in legally established reserves allows town officials to save for certain future expenditures. 

To properly manage fund balance, a town board (board) should adopt written fund balance and reserve 
policies that address the amount of unrestricted fund balance to be maintained in each fund from year 
to year and why money is set aside in reserves along with their optimal funding levels. Combining a 
reasonable level of unrestricted fund balance with specific legally established reserve funds provides 
resources for both unanticipated events and other identified or planned needs, such as future 
infrastructure and equipment needs. In addition, the board should adopt written multiyear financial 
and capital plans that assess long-term needs and alternative approaches to financial operations. A 
comprehensive written multiyear financial plan projects revenues and expenditures for several years in 
the future to illustrate what will happen to the town’s ability to pay for and provide services, while written 
capital plans should have a clear mission to maintain and improve the town’s capital assets over time. 
To assist local officials, the New York State Office of the State Comptroller (OSC) provides various 
publications and training tools, including our Local Government Management Guide (LGMG) entitled 
Multiyear Capital Planning and Multiyear Financial Planning (Figure 1).

The board should use these policies and plans as guidelines to develop and adopt reasonably 
estimated and structurally balanced budgets based on historical trends and other known factors, 
in which recurring revenues finance recurring expenditures. New York State Town Law (Town Law) 
Section 107 requires that the preliminary budget show, by fund, proposed appropriations and estimated 
revenues, a fund balance estimate and the amount of taxes to be levied. The fund balance estimate is 
required to provide a breakdown of amounts encumbered,2 amounts set aside for reserves, amounts 
appropriated to finance the upcoming year’s budget and the remaining estimated unappropriated, 
unrestricted fund balance for each fund. Accurate budget estimates help ensure the tax levy is sufficient 
to meet needs and is not greater than necessary. 

Town officials can learn more about budgeting by reviewing OSC’s Understanding the Budget Process 
LGMG (Figure 1). 

Financial Management

1	 Town of Leicester – Budgeting and Financial Oversight (2015M-158), released November 2015.

2	 A process of accounting for and setting aside a portion of available appropriation for a certain future obligation. For more information see 
our presentation: Accounting for Encumbrances, https://www.osc.ny.gov/local-government/academy/accounting-encumbrances. 

https://www.osc.ny.gov/local-government/academy/accounting-encumbrances
https://www.osc.ny.gov/local-government/academy/accounting-encumbrances
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Once the board adopts the budget, it should monitor it throughout the year. Budget status reports 
provide the board and other decision makers with information about actual year-to-date revenues and 
expenditures compared to budget estimates. The board should ensure that the supervisor provides 
up-to-date, timely and accurate financial reports that enable it to monitor operations and help effectively 
manage fund balance. To manage fund balance when one fund does not have sufficient resources, 
the board, pursuant to New York State General Municipal Law (GML) Section 9-a, may authorize cash 
advances between town funds that are repaid, with interest, as soon as money is available, but no later 
than the close of the fiscal year in which the advance was made.

The Board Did Not Effectively Manage Fund Balance

The Board’s TW and TOV 2021 through 2023 budgets made it appear as though it needed to 
appropriate fund balance. However, the Town incurred operating surpluses and none of the 
appropriated fund balance (TW totaling $218,363 and TOV totaling $39,671) was used to finance 
expenditures so unrestricted fund balance continued to grow. 

The Board’s preliminary budgets did not always include a breakdown of fund balance, as required 
and the adopted budgets planned for operating deficits that made it appear as though it needed to 

FIGURE 1

OSC Publications

 

Figure 1: OSC Publications 
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https://www.osc.ny.gov/files/local-government/publications/pdf/understanding-the-budget-process.pdf
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appropriate fund balance and increase real property taxes by 6 percent in the TW and TOV funds 
to close projected budget gaps by underestimating revenues in both the TW and TOV funds and 
overestimating appropriations in the TW funds. Also, the Supervisor and another Board member told us 
that they did not always have up-to-date, timely, accurate financial reports for 2023 and 2024 to monitor 
the budget and the Town’s fund balances. 

Over the last three years, the general and highway TW and TOV funds’ unrestricted fund balance 
as of December 31st were sufficient to fund the entire TW and TOV funds’ upcoming year’s budget 
appropriations (Figure 2). 

The Board did not adopt a written fund balance or reserve policy or comprehensive multiyear financial 
or capital plans, including an equipment replacement schedule, and did not develop and adopt realistic 
budgets, which contributed to the accumulation of unrestricted fund balance. Although the TW funds 
reported reserves totaling $472,289 and the highway fund TOV reported reserves totaling $24,000, 
officials did not provide resolutions establishing any reserves. 

We project that the Town will have small operating surpluses in the TW and TOV funds in 2024, which 
will increase the significant fund balances. The Board continued to unrealistically estimate revenues 
and appropriations in the 2025 budget, which will likely result in operating surpluses that will further 
increase the significant fund balances in the TW and TOV funds.

Conversely, the water fund’s fund balance declined to a deficit of $80,597 at the end of 2023, because:

	l The Board-adopted budgets underestimated appropriations, 

	l Water loss from unidentified and unresolved leaks resulted in more water purchased than billed to 
customers, and 

	l A significant $180,000 billing adjustment for water previously purchased by, but underbilled to, the 
Town. 

To pay for expenditures in 2022 and 2023, the water fund required interfund advances totaling $90,000 
that were not paid back by the end of the fiscal year as required by GML Section 9-a. Although two 
Board members told us they did not have a formal plan to address the deficit, in February 2023 the 
Board increased the water billing rate to cover the additional costs for the $180,000 billing adjustment. 
However, the Supervisor told us that the increased water rate is structured to recover the $180,000 owed 
three years after the Town’s final payment is due. Therefore, the water fund will not be able to promptly 
repay the interfund advances. We estimate that the interfund advances will not be repaid until 2028.

Figure 2: Unrestricted Fund Balance as a Percentage of the Upcoming 
Year’s Budget Appropriations 

Year Ended 
December 31st TW Funds Percentage TOV Funds Percentage
2021 $788,787 102% $371,465 102%
2022 $871,872 113% $461,349 114%
2023 $949,728 111% $565,983 146%



Office of the New York State Comptroller       5

The Board generally did not provide adequate explanations for the deficiencies identified. 

Without comprehensive written multiyear financial and capital plans including an equipment 
replacement schedule, a written fund balance policy to establish a reasonable amount of unrestricted 
fund balance to maintain and funding properly established reserves, it is difficult for the Board to 
properly manage the Town’s fund balance. Also, without these plans, it would be difficult for the Board 
to assess alternative approaches to financial issues, such as accumulating unrestricted fund balance or 
using fund balance to finance annual operations.

What Do We Recommend? 

The Board should:

1.	 Adopt a written fund balance policy to establish the reasonable amount of fund balance to 
maintain.

2.	 Develop, adopt, and periodically update comprehensive written multiyear financial and capital 
plans (including an equipment replacement schedule) that sets the goals and objectives for 
long-term operating and capital needs.

3.	 Plan for future needs by establishing a written reserve policy and properly creating appropriate 
reserves.

4.	 Develop a plan to reduce unrestricted fund balance in a manner that benefits Town taxpayers. 
For example, unrestricted fund balance can be used to:

	l Fund needed reserves,

	l Reduce real property taxes, and

	l Fund one-time expenditures such as capital improvements.

5.	 Develop a written plan to address the deficit fund balance in the water fund.

6.	 Develop and adopt budgets that include reasonable estimates based on current data and 
historical trends.

7.	 Ensure that all interfund borrowing is repaid as required by GML Section 9-a. 

The Supervisor should:

8.	 Prepare and attach a complete fund balance schedule to the proposed budget, per Town Law 
Section 107.

9.	 Ensure accurate financial records are maintained and adequate reports are provided to the 
Board in a timely manner.
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Appendix A: Response From Town Officials

Note 1

Note 2
See
Note 2
Page 8

See
Note 1
Page 8
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See
Note 3
Page 8
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Appendix B: OSC Comments on the Town’s 
Response

Note 1 

We considered the Supervisor’s statement when determining our audit objective. The report discussed 
the deficit fund balance in the water fund and that the Supervisor and another Board member told us 
that they did not always have up-to-date, timely and accurate financial records for 2023 and 2024 to 
monitor the budget and the Town’s fund balance. Furthermore, while the audit objective is focused 
on managing fund balance, the audit addressed several aspects of financial management including 
budgeting, interfund borrowing, water operations and financial reporting.

Note 2

The Board should develop comprehensive written multiyear financial and capital plans that include 
considerations for future infrastructure, vehicle and equipment needs. The Board should also consider 
funding needed reserves to save for planned future needs. 

Note 3

The Board’s meeting minutes recorded significant water loss percentages ranging from 25 to 43 
percent. 

The report also addressed other contributing causes for the deficit water fund balance including the 
Board-adopted budgets underestimating appropriations and the $180,000 billing adjustment for water 
previously purchased by, but underbilled to, the Town.
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Appendix C: Audit Methodology and Standards

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. 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:

	l We interviewed Town officials and reviewed Board meeting minutes to gain an understanding 
of their financial management processes, including budgeting, fund balance maintenance and 
multiyear capital and financial planning.

	l For fiscal years 2021 through 2023, we compared budget estimates to actual results to determine 
whether budgets were reasonable. We reviewed variances in the four main operating funds 
(general fund TW, highway fund TW, general fund TOV and highway fund TOV) and one special 
district (water). We also reviewed the 2024 and 2025 adopted budgets to determine whether 
trends in the Town’s budgeting practices continued.

	l We reviewed available budget documents and interviewed Town officials to determine whether 
fund balance estimates were included in the preliminary budget. 

	l We analyzed 2021 through 2023 fiscal year-end unrestricted fund balance for the general fund 
TW and general fund TOV and highway funds and the water fund and calculated unrestricted fund 
balance as a percentage of the upcoming year’s budget to determine whether unrestricted fund 
balance was reasonable. 

	l We reviewed January through November 2024 bank statements to identify revenues and 
expenditures and estimated December 2024 revenues and expenditures to project whether the 
Town would have operating surpluses or deficits in 2024.

	l We determined whether reserves were properly established. 

	l We interviewed Town officials and reviewed Board meeting minutes to determine whether monthly 
financial reports were provided to the Board. 

	l We estimated when the water fund would pay back the interfund advance by projecting the fund’s 
cash flow.

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.

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 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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Appendix D: Resources and Services

Regional Office Directory 
www.osc.ny.gov/files/local-government/pdf/regional-directory.pdf

Cost-Saving Ideas – Resources, advice and assistance on cost-saving ideas 
www.osc.ny.gov/local-government/publications

Fiscal Stress Monitoring – Resources for local government officials experiencing fiscal problems 
www.osc.ny.gov/local-government/fiscal-monitoring

Local Government Management Guides – Series of publications that include technical information 
and suggested practices for local government management 
www.osc.ny.gov/local-government/publications

Planning and Budgeting Guides – Resources for developing multiyear financial, capital, strategic and 
other plans 
www.osc.ny.gov/local-government/resources/planning-resources

Protecting Sensitive Data and Other Local Government Assets – A non-technical cybersecurity 
guide for local government leaders  
www.osc.ny.gov/files/local-government/publications/pdf/cyber-security-guide.pdf

Required Reporting – Information and resources for reports and forms that are filed with the Office of 
the State Comptroller  
www.osc.ny.gov/local-government/required-reporting

Research Reports/Publications – Reports on major policy issues facing local governments and State 
policy-makers  
www.osc.ny.gov/local-government/publications

Training – Resources for local government officials on in-person and online training opportunities on a 
wide range of topics 
www.osc.ny.gov/local-government/academy



Contact
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

ROCHESTER REGIONAL OFFICE –  Stephanie Howes, Chief of Municipal Audits

The Powers Building • 16 West Main Street – Suite 522 • Rochester, New York 14614-1608

Tel (585) 454-2460 • Fax (585) 454-3545 • Email: Muni-Rochester@osc.ny.gov

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

osc.ny.gov

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