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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
September 2015

Dear Commission 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 Board of Commissioner 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 Southern Cayuga Lake Intermunicipal Water Commission, 
entitled Financial Operations. 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 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
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Background

Introduction

Objective

Scope and
Methodology

The Southern Cayuga Lake Intermunicipal Water Commission 
(Commission), also known as Bolton Point, is a joint entity made 
up of fi ve member municipalities (the Towns of Dryden, Ithaca, and 
Lansing and the Villages of Cayuga Heights and Lansing) located in 
Tompkins County. 

The Commission was established by an intermunicipal agreement 
in 1974 to provide high-quality water to the approximately 30,000 
customers of its member municipalities. Per this agreement, the 
Commission is made up of a 10-member Board of Commissioners 
(Board), with each member municipality being entitled to two 
seats.  One seat must be fi lled by an elected member of the member 
municipality’s Board; the other seat is appointed by the member 
municipality from its own Board or a citizen of its community.  

Offi cers of the Board are elected annually by the Commission’s 
Board with the Supervisor of the Town of Ithaca historically being 
appointed as the treasurer of the Commission.  The Town of Ithaca, 
the largest member municipality, serves as the employer of record, 
maintains the fi duciary trust and agency funds and approves the 
Commission’s budget. Each member municipality’s Board approves 
the Commission’s water rate and its own respective rates. Any debt of 
the Commission is also a debt of the member municipalities. 

The Board has the overall responsibility for the operation, 
maintenance and management of the Commission. The Board fulfi lls 
this responsibility by establishing policies that management and staff 
use to guide the day-to-day operations.  The day-to-day operations 
are the responsibility of the general manager and three Department 
heads that oversee fi nance, distribution and production (collectively, 
the managers).

The objective of our audit was to assess the fi nancial operations of 
the Commission.  Our audit addressed the following related question:

• Are Commission offi cials effectively managing fi nancial 
operations?

We examined the Commission’s fi nancial operations from January 
1, 2014 through May 7, 2015.  We extended our audit period back to 
January 1, 2012 for budgeting. 

We conducted our audit in accordance with generally accepted 
government auditing standards (GAGAS). More information on such 
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Comments of
Local Offi cials

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 have been discussed with Commission 
offi cials, and their comments, which appear in Appendix A, have 
been considered in preparing this report. 
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Financial Operations

The Board is primarily responsible for setting internal control 
expectations through the deliberate development and establishment 
of policies. Once those policies are established, the Board should 
provide oversight and monitoring of operations to ensure that those 
policies are followed. The managers are responsible for designing 
a system of internal controls to ensure that the Board’s directives 
are properly implemented. The system of internal controls should 
include the fi ve key systems of budgeting, billing, cash receipts, 
purchasing and cash disbursements (including payroll) to provide 
reasonable assurance that Commission assets are used effi ciently 
and are protected against loss, waste and abuse. Included in such a 
system is a proper segregation of duties to ensure that no one person 
controls all phases of a transaction.  A properly designed and operating 
system of internal controls provides assurance that a Board’s goal of 
effectively managing fi nancial operations is being achieved.

Commission offi cials are effectively managing fi nancial operations.  
The Board and managers have developed a framework for the fi ve 
key systems to effectively manage fi nancial operations.  

Adopted budgets should be structurally balanced, whereby recurring 
expenditures are paid for with recurring revenues. If a Board so 
desires, budgets could also include funding for capital expenditures.  
Once adopted, budgets should be monitored throughout the year. 

The Board has established a budget and fi nance committee that 
works with the managers to develop preliminary budgets based on 
historical data and anticipated expenditures.  The sale of water is the 
largest revenue source and provides approximately 98 percent of the 
funding for the operation. The Board recognizes the signifi cance of 
having accurate projections and the budget and fi nance committee 
uses historical sales information1 to develop the rates charged to the 
member municipalities. After the Board adopts the budget, it is also 
reviewed and approved by the Town of Ithaca Board. 

We reviewed the estimates from the last three fi scal years and found 
that revenues from actual water sales have been within 2 percent of the 
budget estimates. We also compared total budgeted appropriations to 
total actual expenditures and the difference between budgeted water 
sales and actual water sales to verify budget accuracy. Moreover, 

Budgeting

____________________
1  The budget and fi nance committee uses the gallons of water sold for the last 

three years and then counts the lowest year of sales twice to develop a four-year 
average of water sold. 
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the results of operations ended in intended conservative surpluses 
as part of a long-term capital plan. Members of the Board told us 
the infrastructure is aging and they wanted to make improvements 
incrementally in the upcoming years.  The budgetary surpluses 
will allow the Board to begin funding these capital improvements.  
Furthermore, while all members of the Board receive budget-to-actual 
reports, the budget and fi nance committee more closely reviews these 
reports during its monthly meeting and will bring any signifi cant 
variances and recommendations for corrective action to the Board as 
a whole.

Water bills are prepared at the Commission on behalf of the fi ve 
member municipalities for their individual customers’ water usage 
while the cash receipts for the customers’ bills are collected by the 
member municipalities.  The Commission then charges the member 
municipalities for the total amount of water billed and sold plus 
any additional overhead charges and fees on a quarterly basis. 
The Commission also collects permit fees for renovation or new 
construction projects requiring water service. 

Managers should ensure that the customers’ water bills are calculated 
based on usage and in accordance with approved rate structures of the 
member municipalities and that the quarterly billings are based on the 
Commission’s rate structure.  Additionally, managers need to ensure 
that all moneys payable to the Commission are properly collected, 
safeguarded and accounted for. 

The bills for water usage to customers and quarterly billings to the 
member municipalities are properly calculated. We also found there 
is an adequate segregation of duties for the collection of quarterly 
billing fees and permit fees to ensure they are being properly recorded 
and deposited into Commission bank accounts.

Managers should acquire goods and services at the lowest or 
most reasonable price and in accordance with Board policies. The 
Board and managers should ensure that Commission expenditures, 
including payroll, are paid properly. The general manager serves as 
the purchasing agent and reviews and approves all purchase orders 
prior to purchase.  

Each Department manager is responsible for ensuring that Commission 
purchasing procedures are followed prior to submitting purchase 
orders to the purchasing agent and attesting that those procedures 
were followed by signing the purchase order form developed by the 
Commission, except for purchases of chemicals needed in the water 
plant. The chemicals are purchased from vendors who are selected 
as the lowest bidders through a request for proposals process. The 

Purchasing and 
Disbursements

Billing and Cash Receipts
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budget and fi nance committee reviews and approves all claims, after 
which the Town of Ithaca Board reviews and approves the claims. 
The Commission then issues the checks, which are manually signed 
by the Commission treasurer (or the general manager in his absence). 
The payroll is processed separately by the Town of Ithaca.

We reviewed 159 paid claim vouchers totaling $241,653 and found 
that all were approved by the purchasing agent prior to purchase.  
We also reviewed the list of all vendors paid from January 1, 2014 
through May 31, 2015 and found that only the lowest bidders were 
used to supply chemicals. We also traced check numbers to the Town 
of Ithaca Board minutes; reviewed claims, bank statements, and 
canceled check images; and compared payroll amounts to payroll 
reports to verify that Commission expenditures were proper.

We commend Commission offi cials for implementing adequate 
controls over budgeting, billing, cash receipts, purchasing and 
cash disbursements to provide for the effective management of the 
Commission’s fi nancial operations.
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APPENDIX A

RESPONSE FROM LOCAL OFFICIALS

The local offi cials’ response to this audit can be found on the following page.  
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APPENDIX B

AUDIT METHODOLOGY AND STANDARDS 

To accomplish our objective, we interviewed appropriate Commission offi cials and tested selected 
records from January 1, 2014 through May 7, 2015. To analyze the Commission’s historical fi nancial 
operations, we extended our audit scope back to January 1, 2012. Our examination included the 
following procedures:

• We interviewed Board members and management to gain an understanding of the processes 
and controls for the fi ve key operations: budgeting, billing, cash receipts, purchasing and 
disbursements.

• We reviewed documents including the Commission’s intermunicipal agreement, Board policies, 
minutes, fi nancial records and reports.

• We reviewed budgeted revenues and appropriations and actual revenues and expenditures from 
2012 through fi scal year end 2014 to determine how well the original budgets compared to the 
actual results.                

• We compared the differences between budgeted water sales and actual water sales to determine 
if the formula used by Commission offi cials to budget for this revenue source was reasonable.  

• We calculated the results of operations over the last three years by comparing actual revenues 
to actual expenditures.

• We obtained Board-adopted billing rates for all member municipalities and the Commission 
and compared them to rates entered into the Commission’s computerized billing system to 
ensure that rates used to compute bills were based on rates adopted by the respective Boards.   

• We obtained computerized records of bills sent to member municipalities, residents and 
recalculated 25 randomly selected bills to ensure bills were calculated correctly based on the 
rate structures for the municipalities.    

• We reviewed one bill for each member municipality, comparing the amount of total water 
billed and sold to the Commission’s rates to ensure bills were calculated correctly. We traced 
the subsequent payments from the bills to the deposit slips and bank statements to ensure 
moneys were collected and deposited into Commission bank accounts.  

• We traced 14 permits totaling $3,754 issued in July 2014 and 20 permits totaling $5,519 
issued in March 2015 from departmental reports to permit applications, deposit slips and 
bank statements to ensure permit fees were deposited into Commission bank accounts.  We 
judgmentally selected a sample of July 2014 as we anticipated that most of the plumbing work 
would be done in warmer summer months and March 2015 as we anticipated that repair work 
would have to be done due to freezing.
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• We reviewed 159 claims vouchers totaling $241,653 from the months of December 2014, 
February 2015 and April of 2015 to ensure purchases were approved by the purchasing agent.  
We judgmentally selected a sample of December of 2014 due to end of year expenses and 
February and April of 2015 because of the potential purchases being made due to repair work 
from freezing.

• We compared an electronic list of all vendors paid in 2014 and 2015 from the Commission’s 
computerized accounting system to the list of selected vendors for treatment chemicals and 
verifi ed that only those vendors that were selected as the lowest bidders were used.

• We traced all check numbers listed on the Commission’s check log to approved check numbers 
recorded in the Town of Ithaca Board minutes to ensure that all disbursement checks written 
were for Commission expenditures.     

• We reviewed all 218 claims vouchers totaling $380,964 for the months of May 2014, August 
2014, February 2015 and April 2015 to determine if all were approved and for legitimate 
Commission expenditures. We randomly selected the above four months to perform our testing.

• We reviewed all bank statements from January 1, 2014 through April 30, 2015 to ensure no 
cash withdrawals or transfers to non-Commission bank accounts occurred. We also scanned all 
check images for the same period to ensure no checks were made out to cash and that all checks 
were signed by either the Commission treasurer or general manager.   

• We compared the total payroll amounts recorded in the Commission’s records for the months 
of December 2014 and March 2015 to amounts reported in the Town of Ithaca’s payroll reports 
to ensure that amounts were reported and recorded correctly in the Commission’s records. We 
judgmentally selected a sample of December 2014 because it is the fi scal year end and March 
2015 as it was the last month closed prior to the start of our audit.

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

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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