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Lansing Fire District

Audit Objective

Determine whether Lansing Fire District (District)
officials developed and managed a comprehensive
investment program.

Key Findings

District officials did not develop and manage a
comprehensive investment program.

The Board of Fire Commissioners (Board) did
not develop and adopt a comprehensive written
investment policy as required by New York State
General Municipal Law Section 39.

The District earned interest totaling approximately
$9,000 from the District’s savings account, which
had an average daily balance of approximately
$3.8 million during the audit period. However, the
District could have earned approximately $70,000,
or $61,000 more had officials used other available
investment options.

Officials did not consider other legally permissible
investment options or formally solicit interest rate
quotes that may have resulted in higher interest
earnings.

Key Recommendation

Develop, adopt and implement a comprehensive
investment program and the required investment

policy.

District officials generally agreed with our findings and
indicated they have begun to initiate corrective action.

Background

The District is a district corporation of
the State, distinct and separate from
the Town of Lansing and the County
of Tompkins in which it is located.
The District provides fire protection
services from four stations over a
75-square miles area.

The Board consists of five elected
members, with one member being
appointed as Chairman, and is
responsible for the District’'s overall
financial management. The Board
appoints a Treasurer who acts as

the District’s chief fiscal officer. The
Treasurer is responsible for depositing
and investing District funds.

Bank Balances as of
January 31, 2023

2023 Budgeted
Appropriations

$3.6 million

$1.4 million

Interest Earned During Audit Period:

Savings Account $9,243

Certificate of Deposit $1,095

Checking Account $16
Audit Period

January 1, 2021 — January 31, 2023
We extended our audit period through
February 28, 2023 to determine
interest rate increases.
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What Is a Comprehensive Investment Program?

Fire district boards should develop and manage a comprehensive investment
program. A sound program for protecting public funds requires prudent strategies,
including procedures to ensure the safety of investments and deposits while
maximizing earnings on any money that is not required for operations. Investing
involves both opportunities and risks, and officials must ensure the safety of
public funds while striving to maximize yield. A sound investment and cash
management system should ensure that sufficient liquidity is available to support
operations and that investments follow the statutory framework established for fire
districts.

A comprehensive investment program should serve four basic objectives —
legality, safety liquidity and yield. To keep public funds safe, officials need

to understand the requirements they must comply with and the investment
limitations and safeguards required of fire district investments and deposits.
Prudent cash management and investment practices must include, among
other things, the adoption of a formal investment policy in accordance with
New York State General Municipal Law (GML) Section 39," which details the
fire district’s operative policy and instructions to officers and staff regarding the
investing, monitoring and reporting of the fire district’s funds. The purposes of
the investment policy include: establishing basic procedures to meet investment
objectives; ensuring that investment assets are adequately safeguarded and
collateralized, if necessary; establishing and maintaining internal controls and
proper accounting records; and providing accurate reporting and evaluation of
investment results.

At a minimum, an investment policy should address the following areas:

Procedures for monitoring, controlling, depositing and retaining investments
and collateral,

Standards for security agreements and custodial agreements with banks or
trust companies authorized to do business in the State,

Permitted types of authorized investments,
Standards for diversification of investments,

Standards for any institution with which a fire district transacts business,
such as criteria covering creditworthiness, experience and other factors a
board would want considered,

1 OSC has a publication available on our website entitled Local Government Management Guide Investing
and Protecting Public Funds https://www.osc.state.ny.us/files/local-government/publications/pdf/investing-and-
protecting-public-funds.pdf to assist officials in prudent cash management and investment practices.
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Standards for written agreements in which investments are made, and

Procedures and provisions to satisfactorily secure the fire district’s financial
interest in investments.

When implemented, these types of policies and procedures can help lower
investment risk while increasing the opportunities for higher investment earnings.
The board must annually review the investment policy and should regularly
monitor investments.

Officials Did Not Develop and Manage a Comprehensive Investment
Program

District officials did not develop and manage a comprehensive investment
program, nor did the Board adopt a written investment policy. By developing

and managing a comprehensive investment program and adopting a written
investment policy, they could have provided the Treasurer with clear instructions,
for example, to realize higher interest earnings in light of the rising interest rate
environment in 2022.

During the audit period, the Treasurer maintained a checking and savings bank
account and a 12-month certificate of deposit (CD). The Treasurer maintained
about 95 percent of the average bank balances in the savings account. The
Treasurer transferred funds from the savings account to the checking account
each month to cover upcoming expenditures. The savings account’s average daily
balance averaged approximately $3.8 million, with an average annual percentage
yield of 0.12 percent in interest. The District’s savings account realized interest
earnings totaling $9,2432 during the audit period.

In March 2022, interest rates generally began to climb, but the interest rate the
District was earning did not. We compared available interest rates to the rates
received on the District’'s savings account.® Based on our comparison, the District
could have earned approximately $61,000 more than the $9,243 of interest the
District actually earned from its savings account during the audit period (Figure 1).

2 The District's CD and checking account earned an additional $1,111 during the audit period. However, CDs
require the funds to be invested for specific time periods, and only 5 percent of the District’s funds were invested
in the CD and checking account combined during the audit period. Therefore, we did not use the original
invested amount or the interest earned on the CD or checking account for our comparisons.

3 See Appendix B for detailed methodology.
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Interest Earning Comparison
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Furthermore, although the Treasurer reviewed cash flow needs monthly and
maintained a significant amount of available funds in the District’s highest interest-
earning account, District officials did not solicit interest rate quotes to maximize
interest earnings during the audit period. As a result of our audit, the Treasurer
contacted the District’s financial institution and secured a higher interest rate of
3.56 percent for the savings account as of February 2023 — an increase of 2.71
percentage points compared to the savings account’s 0.85 percent interest rate in
January 2023.

What Do We Recommend?

The Board and District officials should:

1. Develop and manage a comprehensive investment program which
includes preparing monthly cash flow forecasts that estimate available
funds for investment.

2. Develop and adopt a written investment policy and annually review the
policy, as required by GML Section 39.

3. Monitor investments, periodically solicit interest rates and obtain
investment information to ensure available funds are invested to maximize
interest earnings.

4 Office of the New York State Comptroller



Lansing Fire District

—BOARD OF COMMISSIONERS—

P.0. BOX 349
LANSING, NEW YORK 14882
(607) 533-4204 FAX (607) 533-7475

i

August 21, 2023

Ann C. Singer, Chief Examiner
NYS Office of the State Comptroller
44 Hawley Street — Suite 1702
Binghamton, NY 13901-4417

Dear Ms. Singer:

The Lansing Fire District submits this Response to and Corrective Action Plan for audit
recommendations contained in the Report of Audit 2023M-62 by the NY State

Comptroller. The following are recommendations contained in that Report of Audit and
our responses:

1. Develop and adopt a written investment policy and annually review the policy as
required by GML Section 39.

Response: We have prepared and the board of Fire Commissioners has reviewed a
comprehensive Investment Policy that will be presented for adoption at the next
regularly scheduled meeting on Sept 5, 2023. The proposed policy follows the basic
format and requirements in the NYS Comptroller's Model Investment Policy.

2. Develop and manage a comprehensive investment program which includes
preparing monthly cash flow forecasts that estimate available funds for
investment.

Response: The Fire Commissioners have a twenty year plan and capital plan that is
reviewed and updated on an annual basis as part of the budget process. With the
adoption of a written investment policy this plan will be used to determine available
funds for investment on a monthly basis:

3. Monitor investments, periodically solicit interest rates and obtain investment
information to ensure available funds are invested to maximize interest earnings.

Response: The soon to be adopted Investment Policy will govern the management of
Fire District Investments in accordance with appropriate regulations. In conformance
with NY State Comptroller recommendations, the objectives will include legality, safety,
liquidity and receipt of a reasonable yield.

Respectiully,

Robert Wagner z
Chairman
Lansing Fire District
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Investment Policy

Lansing Fire District
1-. SCOPE

This investment policy applies to all moneys and other financial resources available for
deposit and investment by the Lansing Fire District on its own behalf or on behalf of any
other entity or individual.

2-. OBJECTIVES

The primary objectives of the local government’s investment actlvmes are, in priority
order: ‘

* To conform with all applicable federal, State and other legai reqwrements (legality);
* To adequately safeguard principal (safety); ¥
* To provide sufficient liquidity to meet all operatmg requwements (Ilqwdlty) and
« To obtain a reasonable rate of return (yield).
3-. DELEGATION OF AUTHORITY

The administration of the investment programis. delegated to the Fire Dlstnct Treasurer
who shall establish procedures for the operation of the investment program consistent
with these investment policies. Such procedures shall include internal controls to
provide a satisfactory level of accountablhty

4-. PRUDENCE

All participants in the investment process shall seek to act respons:bly as custodians of
the public trust and shall.avoid any transactlon that m|ght impair public confidence in the

Lansing Fire District to govel‘h' effectively.

All participants lnvolved in the investment process shall refrain from personal business
activity that could confhct with proper execution of the investment program or which
could impair their abi ty:-to make mpar’ual lnvestment decisions.

current interest rate, date original investment and maturity date if applicable.
6-. DESIGN N OF D 'E%?"OSITARIES

The banks and tru;étgggoﬁipanies that are authorized for the deposit of moneys shall be
determined by resolution annually at the Fire District Organization Meeting

7-. SECURING DEPOSITS AND INVESTMENTS

All deposits and investments at a bank or trust company, including all demand deposits,
certificates of deposit and special time deposits (hereinafter, collectively, “deposits”)
made by officers of Lansing Fire District that are in excess of the amount insured under
the provisions of the Federal Deposit Insurance Act, including pursuant to a Deposit
Placement Program in accordance with law, shall be secured by:
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A. A pledge of “eligible securities” with an aggregate “market value” (as provided by
the GML Section 10) that is at least equal to the aggregate amount of deposits by
the officers. (See Appendix A for listing.)

B. A pledge of a pro rata portion of a pool of eligible securities, having in the
aggregate a market value at least equal to the aggregate amount of deposits from all
such officers within the State at the bank or trust company. (See Appendix A for
listing.)

C. An “eligible surety bond” payable to the government for an amount at least equal to
100 percent of the aggregate amount of deposits and the agreed-upon interest, if
any, executed by an insurance company authorized to do business in New York
State, whose claims-paying ability is rated in the highest rating category by at least
two nationally recognized statistical rating organizations. The governing board shall
approve the terms and conditions of the surety bon

8- COLLATERALIZATION AND SAFEKEEPING

Eligible securities used for collateralizing deposit shall be held by the b
company subject to security and custodlal a_g e

nk or trust

presented for payment, substituted or-
enable the Iocal government.to exercise i

rovide that piedged securmes (or the pro rata por‘uon of
) wnl be held by the custodial bank or trust company as agent
Fire District, will be kept separate and apart from the
r trust company and will not be commingled with

dlan shall confirm the receipt, substitution
:it shall provide for the frequency of revaluation of
: trust company and for the substitution of collateral

all other provisions necessary to provide the Lansing Fire
ty interest in the eligible securities and to otherwise

secure the |
provisions that the: rning board deems necessary.

9-. PERMITTED | STMENTS

As provided by General Municipal Law Section 11, the Lansing Fire District authorizes
the Fire District Treasurer to invest moneys not required for immediate expenditure for
terms not to exceed its projected cash flow needs in the following types of investments:

« Special time deposit accounts in, or certificates of deposit issued by, a bank or trust
company located and authorized to do business in the State of New York;

» Through a Deposit Placement Program, certificates of deposit in one or more
“panking institutions”, as defined in Banking Law Section 9-r;

« Obligations of the United States of America;
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* Obligations guaranteed by agencies of the United States of America, where the
payment of principal and interest are guaranteed by the United States of America;

* Obligations of the State of New York;

All investment obligations shall be payable or redeemable at the option of the Lansing
Fire District within such times as the proceeds will be needed to meet expenditures for
purposes for which the moneys were provided and, in the case of obligations purchased
with the proceeds of bonds or notes, shall be payable or redeemable in any event at the
option of the Lansing Fire District within two years of the date of purchase. Time deposit
accounts and certificates of deposit shall be payable within such times as the proceeds
will be needed to meet expenditures for which the moneys were ‘obtained, and shall be
secured as provided in Sections VIl and IX herein.

Except as may otherwise be provided in a contract with. bo dholders or noteholders,

any moneys of the Lansing Fire District authorized to be invested .may be commingled
for investment purposes, provided that any investment of commmgled moneys shall be
payable or redeemable at the option of the Lansmg Fire District within 'such time as the
proceeds shall be needed to meet expendﬂures for which such money re obtained,
or as otherwise specifically provided in General Municipal.Law Section 11 The separate
identity of the sources of these funds shall be maintained at all times and income
received shall be credited on a pro rata basis to th r account from which the
moneys were invested.

10-. AUTHORIZED FINANCIAL INS UTIONS AND DT‘ ALERS
All financial institutions and dealers with-which't ing Fire District transacts

stodians. Recent Reports of Condition and Income
posed | banks, and security dealers that are not

quired to be classified as reporting dealers affiliated with
e Bank, as primary dealers.

or is authorized to contract for the purchase of investments by
participation in a cc e investment agreement with other authorized municipal
corporations pursuar Article 5-G of the General Municipal Law and in accordance
with Article 3-A of the General Municipal Law.

All purchased obligations, unless registered or inscribed in the name of the local
government, shall be purchased through, delivered to and held in the custody of a bank
or trust company. Such obligations shall be purchased, sold or presented for
redemption or payment by such bank or trust company only in accordance with prior
written authorization from the officer authorized to make the investment. All such
transactions shall be confirmed in writing to the Lansing Fire District by the bank or trust
company.
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Any obligation held in the custody of a bank or trust company shall be held pursuant to
a written custodial agreement as described in General Municipal Law Section 10(3)(a).
The agreement shall provide that securities held by the bank or trust company, as agent
of, and custodian for, the Lansing Fire District , will be kept separate and apart from the
general assets of the custodial bank or trust company and will not be commingled with
or become part of the backing of any other deposit or other bank liability. The
agreement shall also describe how the custodian shall confirm the receipt and release
of the securities. Such agreement shall include all provisions necessary to secure the
local government’s perfected interest in the securities, and the agreement may also
contain other provisions that the governing board deems necessary. The security and
custodial agreements shall also include all other provisions n ary to provide the
Lansing Fire District with a perfected interest in the securiti

The Fire District Treasurer, where authorized, can direct tk k.or trust company to
register and hold the evidences of investments in the name of its n¢ mlnee or may
deposit or authorize the bank or trust company to deposnt or arran r the deposit of
any such evidences of investments with a federal reserve bank or oth
transfer system operated by a federally regulated entity. The records of »bank or trust
company shall show, at all times, the owners’hl" Vic '

company shall be absol
with respect to such g\

T3

lic.deposits,” “bank ” “trust company,” “eligible securities,”

C Coverage

, or fully insured or guaranteed as to the payment of

v erest by the United States of America, an agency thereof or a

United States government-sponsored corporation.

2- Obligations issued or fully guaranteed by the International Bank for
Reconstruction and Development, the Inter-American Development Bank, the
Asian Development Bank and the African Development Bank.

3- Obligations issued or fully insured or guaranteed by the State of New York,
obligations issued by a municipal corporation, school district or district
corporation of this State or obligations of any public benefit corporation which
under a specific State statute may be accepted as security for deposit of
public moneys.
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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. To achieve the audit objective and obtain valid audit
evidence, our audit procedures included the following:

We interviewed District officials to gain an understanding of the District’s
cash management and investment procedures.

We reviewed all bank statements for the District’'s savings account, checking
account and 12-month CD during the audit period.

We identified three alternative investment options with higher interest rates
available during the audit period. These options were legally permissible,
highly rated, allowed funds to be withdrawn at any time without penalties
or fees and had minimum investment balances that the District could meet.
We calculated the average monthly interest rate from these options, when
available, and compared it to the interest rate earned by the District to
determine the potential interest earnings the District could have realized.

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. Pursuant to Section
181-b of New York State Town Law, a written corrective action plan (CAP) that
addresses the findings and recommendations in this report must be prepared and
forwarded to our office within 90 days. To the extent practicable, implementation
of the CAP must begin by the end of the next fiscal year. 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.
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Regional Office Directory
www.osc.state.ny.us/files/local-government/pdf/regional-directory.pdf

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

Fiscal Stress Monitoring — Resources for local government officials experiencing fiscal problems
www.osc.state.ny.us/local-government/fiscal-monitoring

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

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

Protecting Sensitive Data and Other Local Government Assets — A non-technical cybersecurity
guide for local government leaders
www.osc.state.ny.us/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.state.ny.us/local-government/required-reporting

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

Training — Resources for local government officials on in-person and online training opportunities on a
wide range of topics
www.osc.state.ny.us/local-government/academy
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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
www.osc.state.ny.us/local-government
Local Government and School Accountability Help Line: (866) 321-8503

BINGHAMTON REGIONAL OFFICE - Ann C. Singer, Chief of Municipal Audits
State Office Building, Suite 1702 « 44 Hawley Street « Binghamton, New York 13901-4417
Tel (607) 721-8306 * Fax (607) 721-8313 « Email: Muni-Binghamton@osc.ny.gov

Serving: Broome, Chemung, Chenango, Cortland, Delaware, Otsego, Schoharie, Tioga, Tompkins
counties

osc.state.ny.us



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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https://www.linkedin.com/company/nys-office-of-the-state-comptroller
https://www.facebook.com/nyscomptroller

	Contents
	Report Highlights 
	Investment Program
	What is a Comprehensive Investment Program?
	Officials Did Not Develop and Manage a Comprehensive Investment Program 
	What Do We Recommend?

	Appendix A: Response From Fire District Officials 
	Appendix B: Audit Methodology and Standards
	Appendix C: Resources and Services
	Contact

