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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
April 2017

Dear Village 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 Trustee 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 Village of Walton, entitled Bio-Digester Capital Plan. 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
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Background

Introduction

Objective

The Village of Walton (Village) is located in the Town of Walton in 
Delaware County (County). The Village has approximately 3,090 
residents and provides various services, including water distribution, 
sewage treatment, road maintenance, snow removal and general 
government support. The Village's 2016-17 fi scal year budgeted 
appropriations for the general, water and sewer funds totaled $4.8 
million, funded primarily by real property taxes, water and sewer fees 
and State aid. 
 
The Village is governed by an elected Board of Trustees (Board), 
which comprises four Trustees and the Mayor. The Board is the 
legislative body responsible for the general management and control 
of fi nancial operations, including making sound decisions regarding 
capital improvement projects. The Mayor is the chief executive 
offi cer and is responsible for the day-to-day management under the 
Board’s direction.

In 2014, the Board began researching plans to build a bio-digester 
at the Village's wastewater treatment facility and contracted with 
an engineering fi rm to prepare a plan for the project. This plan was 
presented to the Board in November 2014, and the Board decided to 
move forward with the project. In March 2015, the Board approved 
an $8.5 million bond1 to cover the anticipated cost of the project. The 
project is currently in the planning stages. 

A bio-digester converts dairy factory waste, food scraps, manure 
and certain other organic matter into biogas, which can be used in 
place of natural gas. Village offi cials anticipate that it would reduce 
the operating costs of the wastewater treatment facility through the 
production and use of biogas to generate electricity. In addition, an 
on-site bio-digester could reduce the costs and amount of sludge the 
Village disposes of at the County dump. The plan also calls for a 
new revenue stream from the acceptance of organic waste byproducts 
generated by local dairy companies.

The objective of our audit was to determine if Village offi cials 
adequately planned for the wastewater treatment facility’s bio-
digester capital project. Our audit addressed the following related 
question:

____________________
1 As of August 16, 2016, Village offi cials had issued bond anticipation notes 

totaling $650,000 against the bond.
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Scope and Methodology

Comments of Village 
Offi cials and Corrective 
Action

• Have Village offi cials suffi ciently planned for the wastewater 
treatment facility’s bio-digester capital project to ensure it is 
in the best interest of Village sewer users?

We examined Village offi cials’ bio-digester capital project plans and 
supporting documentation and interviewed Village offi cials to gain 
an understanding of the projected scope and cost of the project for the 
period June 1, 2015 through August 16, 2016. We extended our scope 
back to January 6, 2014 to gain a better understanding of the Board’s 
planning for the project.

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 C of this report. 

The results of our audit and recommendation have been discussed 
with Village offi cials, and their comments, which appear in Appendix 
A, have been considered in preparing this report. Village offi cials 
disagreed with our fi ndings and recommendations. Appendix B 
includes our comments on issues raised in the Village’s response.

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-Treasurer’s offi ce.
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Bio-Digester Capital Plan

A core responsibility for any governing board is to make decisions 
in the best interest of its constituents. Decisions are often based on 
information and plans from outside sources. In those cases, Board 
members should ensure that the underlying information is complete and 
accurate so that resources are not spent unnecessarily. In determining 
the viability of a capital project, it is imperative for the Board to have a 
comprehensive plan detailing the project’s scope and estimated costs, 
including the anticipated fi nancing of the project and any expected 
revenues or expenditures that might be realized from the project. 

When a capital project includes adding new technologies to existing 
infrastructure, justifi cation for the need should be clearly presented 
to the public. Such justifi cation should include whether additions to 
infrastructure are needed to continue operations and the anticipated 
benefi ts of the project. If a project requires signifi cant capital outlay 
that will be fi nanced through debt, plans for the repayment of the debt, 
including portions recovered though fees charged to third-party users, 
must be based on clearly documented and supported estimates. These 
estimates should include total construction costs, annual operations 
and maintenance fees, and expected user fees. 

While Village offi cials have developed a plan (with multiple scenarios) 
for the wastewater treatment facility’s bio-digester capital project, it 
raises many signifi cant questions about the cost effectiveness. The plan 
presented to the public included new revenues that would essentially 
pay for the cost of construction and operation of the bio-digester. 
According to the Village’s engineers, a bio-digester is not a necessity 
for the wastewater treatment facility’s operations. It would operate in 
addition to the Village’s wastewater treatment process. However, by 
adding it, the facility could potentially reduce its operating costs. In 
addition, Village offi cials told us they believe that adding a bio-digester 
to the wastewater treatment facility would entice businesses to stay in 
the Village and attract others to the area. However, adding the bio-
digester subjects the Village to signifi cant risks because if the potential 
users discontinue operations or opt not to use the bio-digester, the 
Village will continue to incur substantial costs. We reviewed the plans 
presented to the public, including the costs, potential revenues and any 
alterations that might impact the sewer users. Our review found that 
these plans were based on revenue estimates that may not be attainable 
and could result in signifi cant costs to sewer users. 

Village offi cials began planning for the construction of a bio-digester 
in 2014. At the time, the plan included a revenue stream from three 
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____________________
2 Organic matter is the material that is broken down into carbon dioxide and 

methane in the absence of oxygen in an anaerobic bio-digester. The local dairy 
companies could supply whey, which is the liquid remaining after milk has been 
curdled and strained, as the feed stock for the Village’s bio-digester.

local companies involved in the dairy industry. These companies 
produce an organic waste byproduct that the Village could use as a 
feed stock2 for the bio-digester. Currently, these companies haul this 
byproduct to locations outside of the Village at a considerable cost. 
Village offi cials recognized an opportunity to generate revenue by 
accepting this waste at a lower cost to these local companies. During 
Board and public information meetings, Village offi cials said that the 
cost of the project would be fully covered by the fees from these 
local companies. However, it is now unclear if the largest company 
intends to utilize the bio-digester. If it does not, sewer users may be 
responsible for some of the costs. Given the chance that only two 
companies may use the bio-digester, Village offi cials altered the 
project’s design to accommodate less byproduct disposal. However, 
even with these alterations, sewer users may still bear some costs.

The Board currently has two options for a bio-digester at estimated 
construction costs of $4.7 million or $6.9 million. These two plans 
differ in size and scope, depending on the level of involvement of 
the local dairy companies. The projected revenues are contingent 
on disposal fees for the organic waste byproduct disposals, but 
there are no contracts in place detailing the amount of those fees. 
Considering the largest local company’s uncertainty about utilizing 
the bio-digester, it is not prudent to rely on those disposal fees in 
a cost-benefi t analysis. Without securing long-term contracts for the 
disposal fees projected in its plans, the Board may not be able to 
ensure the required revenues are in place to complete the project at 
no cost to the sewer users.

We reviewed all available supporting documentation presented to the 
public during our audit period and analyzed the impact that sewer 
users might face. We initially used a $0.02 per gallon disposal fee 
based on a letter of interest the Village received from one of the local 
companies interested in using the bio-digester for disposal of their 
organic waste byproduct. We recognize that this plan is still ongoing, 
and, at the conclusion of our audit fi eldwork, the Mayor was confi dent 
he could secure a long-term contract with the other company with a 
disposal fee higher than $0.02 per gallon. 

We analyzed alternatives for the bio-digester project, including the 
Mayor’s anticipation of being able to obtain a higher per gallon 
disposal fee from one of the local companies. Based on our analysis, 
there may be no viable scenario in which sewer users are not 
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responsible for some of the costs. The projected cost per sewer user 
is signifi cant over the life of the bond, as indicated in Figure 1. Sewer 
users could expect to pay between $20,000 and $4.4 million over the 
life of the debt, depending on which project design and fee structure 
is implemented.

Figure 1:  Overall Projected Cost per Sewer User Over 25 Yearsa

Project 
Scope Disposal Fee

Total 
Revenues

 and Savings
Total Costs Net Impact Cost per 

Sewer User

$4.7 Million $0.02 per gallon $4,795,625 $6,458,225 $(1,662,600) $1,183

$4.7 Million Blended rateb $6,438,125 $6,458,225 $(20,100) $14

$6.9 Million $0.02 per gallon $4,795,625 $9,200,372 $(4,404,747) $3,133

$6.9 Million Blended rate $6,438,125 $9,200,372 $(2,762,247) $1,965
a Projected revenues assume a 25-year contract for year-round waste disposal from the two smaller dairy companies. We also 

included the estimated electricity and waste disposal cost savings that the Village’s wastewater treatment facility could realize 
by utilizing the bio-digester. Projected costs are based on a 25-year bond at 3.25 percent interest plus $24,000 per year for 
operating costs.

b The blended rate assumes one company pays $0.02 per gallon (according to its signed letter of interest) and the other 
company pays a higher rate.

As Figure 1 shows, the best option of using the smaller design and 
charging a blended rate results in almost a breakeven situation. 
However, to achieve this, it is important to note that the Village is 
taking on a long-term risk that both companies will continue production 
at current or higher levels for 25 years, energy prices will stay the 
same or increase and that new technology will not be developed that 
renders the bio-digester obsolete. With no benefi t to ratepayers as the 
best case outcome and the risk of additional costs to ratepayers, it 
is not in the best interest of the Village sewer users to pursue the 
bio-digester project unless rates higher than the blended rate can be 
charged or alternate revenues can be identifi ed. Furthermore, it may 
not be practical to expect one user to be willing to pay more than the 
other user to achieve the blended rate.

Village offi cials received an offer letter from New York State Empire 
State Development (ESD) for a $1.5 million grant based on the 
original project scope and design.3 At the conclusion of our audit 
fi eldwork, they had not formally accepted this grant. However, if 
the original grant offer is still available and the Village can meet the 
requirements of job retention,4 it could signifi cantly lower the required 
investment from sewer users. If successful, the smaller project could 
be viable, as shown in Figure 2. However, the larger project appears 
cost prohibitive.

____________________
3 The original design included the construction of gas piping that would allow the 

Village to sell the methane gas byproduct to the Walton Central School District 
and a local dairy processor. This is no longer part of the proposed bio-digester 
plan.

4 The offer letter stipulates that the Village will retain 16 jobs at the wastewater 
treatment plant.
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Figure 2:  $1.5 Million Grant, Effect on Overall Projected Cost/(Savings) per Sewer User Over 25 Years
Project Scope Disposal Fee Total Revenues

 and Savings Total Costs Net Impact Cost /(Savings) 
per Sewer User

$4.7 Million $0.02 per gallon $6,295,625 $6,458,225 $(162,600) $116

$4.7 Million Blended rate $7,938,125 $6,458,225 $1,479,900 $(1,053)

$6.9 Million $0.02 per gallon $6,295,625 $9,200,372 $(2,904,747) $2,066

$6.9 Million Blended rate $7,938,125 $9,200,372 $(1,262,247) $898

As Figure 2 indicates, the smaller project could be a viable option, 
but is contingent on very specifi c variables that may not be attainable, 
including the ability to use grant funding for a purpose not originally 
designated. Other considerations that will signifi cantly impact the 
Village’s cost-benefi t analysis and the Board’s decision to continue 
with the project include the interest rate for the bond and the ability to 
secure higher, long-term contracts for waste disposal fees. Still, with 
only $1,053 per user benefi t spread over 25 years (less than $43 per 
year), there is little benefi t and substantial risk in pursuing the project, 
even with a blended rate disposal fee. As shown in Figure 2, the larger 
capacity project option is not viable even with the additional grant 
funding unless offi cials can identify users for the additional capacity. 
At $0.02 per gallon, it would take almost double the amount of 
waste byproduct we estimate the Village would receive from local 
companies, or 145,237,350 additional gallons, for the larger bio-
digester to break even. 

Village offi cials’ efforts to plan for a bio-digester have already cost 
$451,000, which was fi nanced by a $650,000 bond anticipation note 
which will have to be repaid. Sewer users are responsible for repaying 
this debt whether or not the project is pursued. However, without the 
grant and securing long-term disposal fee contracts and achieving 
other favorable variables, such as low interest rates and receiving 
high volumes of sludge disposals, continuing with the project could 
result in signifi cantly higher costs to the sewer users than the amounts 
already expended.

Before incurring additional design costs for the bio-digester capital 
project, the Board should:

1. Consider abandoning the bio-digester project unless they can 
secure contracts with local companies for byproduct disposals 
for an adequate fee and period of time to ensure revenues will 
be suffi cient to exceed the costs to build and operate the bio-
digester by suffi cient amounts to warrant the substantial risks 
involved in the project.

2. Determine if the $1.5 million grant offered to the Village for 
bio-gas diversion can be used to help fi nance the cost of the 
project or to pay the $451,000 of costs already incurred. 

Recommendations
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APPENDIX A

RESPONSE FROM VILLAGE OFFICIALS

The Village offi cials’ response to this audit can be found on the following pages.  
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 See
 Note 1
 Page 17

 See
 Note 2
 Page 17
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 See
 Note 3
 Page 17

 See
 Note 4
 Page 17
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APPENDIX B

OSC COMMENTS ON THE VILLAGE’S RESPONSE

Note 1

Our audit fi ndings and conclusions are based on the most current information and data available. The 
information used was provided and presented to the public during several public Village meetings 
regarding the project. Using this information, our audit appropriately concludes that, without achieving 
certain favorable variables, continuing with the project could result in signifi cantly higher costs to the 
sewer users than the amounts already expended.

Note 2

Our analysis did not include any potential funding from the New York State Energy Research and 
Development Authority (NYSERDA) because we were not provided any documentation regarding 
such funding. We urge offi cials to only consider funding once they are certain it is available. As of the 
date of this response, the NSYERDA program for Anaerobic Digester Gas-to-Electricity is closed and 
may open if additional funding is available; however, there is no certainty that such funds will, in fact, 
be available. 

Note 3

We calculated an overall cost per sewer user, with and without the potential reimbursement of $1.5 
million from ESD. We encourage Village offi cials to determine if this grant is still available and they 
can meet the requirements of the grant, including job retention, as there have been signifi cant changes 
to the project specifi cs outlined in the ESD incentive proposal, including the project description, 
estimated schedule and project budget. 

Note 4

We stand by our recommendations as stated in the report and do not agree with the proposed 
recommendations provided by the Village. Given the signifi cant fi nancial risks associated with 
continuing this project, we believe the Village should re-evaluate the proposal before pursuing it 
further.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

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

• We interviewed Village offi cials and reviewed the bio-digester capital project plan and Board 
minutes to gain an understanding of the reasons for the project along with the anticipated cost 
of the project. We also discussed fi nancing plans to determine if offi cials have developed a plan 
for repayment of debt if local companies do not renew dumping contracts.

• We reviewed the engineer’s project cost estimates and a letter of interest from one of the local 
companies to determine if the revenue streams would be suffi cient to cover the cost of building 
and operating the bio-digester as presented to sewer users. 

• We projected revenues assuming 25-year contracts for waste disposal from the two smaller 
companies at $0.02 per gallon, and assuming that waste disposals will be received 365 days a 
year. We also projected revenues assuming one company paid a higher rate.

• We estimated the waste disposal cost savings the Village would realize from building a bio-
digester based on the Village’s current dumping fees for disposal of sludge from the wastewater 
treatment facility and the engineer’s projected reduction in sludge. We also used the engineer’s 
project cost estimates to estimate the amount of electrical savings the Village would realize 
from using the bio-digester. 

• We projected the cost to build and operate the bio-digester using Village offi cials’ various 
proposed plans as presented to Village residents to project the potential costs per sewer users. 
We estimated the borrowing cost at 3.25 percent interest, based on the rate the Village obtained 
for its last bond.

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 D

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 E
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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