Onondaga County Comptroller’s Office Report- Village Of Marcellus/Town of
Marcellus Sewer Agreement and Financial Relationship
In 2011, the Onondaga County Comptroller’s Office established the Consolidation,
Shared Services and Integration (CSI) Onondaga tax force, an initiative to assist local
government officials in managing resources efficiently and effectively and, by doing so,
provide accountability for tax dollars spent to support government operations. Included
in the CSI budget was a funded position for an auditor whose sole function would be to
assist municipalities and quasi-governmental agencies in identifying opportunities for
cost savings.
The tax force has been asked to review the contractual and financial relationship
between the Village of Marcellus (Village) and the Town of Marcellus (Town) involving
the Village’s Water Pollution Control Plant. The plant treats sewage from the village
proper along with sewage received from 284 parcels located in the town. The town
parcels are located within two districts and the Town contracts with the Village for this
service.
The current contract between the Town and Village has expired and is on extension
because the Town and Village have not come to terms for this service going forward.
There are several concerns from both governments, which will be addressed, in further
detail herein.
The CSI Tax force involves itself in this issue between the Village and Town because
sharing services is integral to cost containment and a mechanism is needed to arbitrate
and assist those municipalities sharing services with reconciling and resolving
differences of opinion and understanding financial impacts.
Our office reviewed financial records of both governments, interviewed town and village
officials, and toured the Village of Marcellus Water Pollution Control Plant. Our scope
did not include a full financial audit of the books and records because we did not receive
any comments involving financial mismanagement. Rather our report and procedures
there under focused on the contractual relationship, its nature and practical
considerations. For the most part we accepted presented financial data at face value,
applying only analytical review.
Background
In 1958, the Village of Marcellus began construction of the Water Pollution Control Plant
(WPCP) within Village borders. Originally, the Village ran the Plant entirely within its
borders without Town involvement. In 1966, however, the Village approved the
establishment of the Marcellus Knolls sewer district, now known as Extension #1. The
original agreement creating the Marcellus Knolls extension required each extension
resident to pay a $50.00 annual fee for sewer usage, in addition to a $50.00 tap-in fee.

The Village and Town shared the system pursuant to a series of one- and two-year
contracts until 1980. The tap-in fee was consistent throughout these contracts, but the
annual fee steadily increased, reaching its peak at $140.00 per Town user in 1979.
In 1981, the Village and Town agreed to a new contract with three critical changes from
previous contracts. The new contract finalized the formation of Marcellus Sewer
Extension #2 to the Northeast and South of the Village, instituted a new fee structure
for Town residents (base cost of average village user + 10% administrative surcharge),
and was a ten-year agreement. From the expiration of this contract in 1991 to today,
the Town and Village have been operating under a series of one-, two-, and three-year
contracts with the same conditions. In 1995, the administrative charge was increased to
15% of the base cost, which is where it stands currently. The current agreement ending
on May 18th of this year was extended in order for the parties reach a new agreement.
Current Contractual Relationship and Status of WPCP
The review of the current relationship between the Town and Village was set in motion
by the treatment plant exceeding 95% of the plant’s permitted flow. While the NYS
Department of Environmental Conservation (DEC) noted the treatment plant was in
compliance with all other parameters except flow, it advised the Village needed to
examine the issue. Based on regulations, the DEC advised the Village of its
responsibilities in flow management and stated any program must extend to the Town
as well. We did not contact representatives of the DEC, taking at face value the Village’s
assessment regarding the capacity of the plant.
In attempting to rectify the flow problem and in communication with the DEC, the
Village has built into their budget expenses related to fixing broken pipes, inspections of
illegal hook-ups, and slip lining of Village pipes.
Also, with the contract expiring, the Village sent a new sewer agreement to the Town.
The Village stated to the Town the new agreement included changes primarily as a
result of mandates placed upon the Village by the DEC. In summary, the Village was
looking to further, and insure, increased inspection efforts, repair infiltration and inflow
problems (I & I) and detect illegal hookups throughout the entire system which includes
the Town districts.
The Town requested the assistance of the CSI-Onondaga Tax Force to review the rate
charged to the town sewer extensions. The Town was also concerned the fee charged
Town residents did not include the same services the Village provided to its residents.
Lastly, the Town believes one shared system will result in more cost effective system
rather than the current arrangement.

Financial Information
Village Residents
Village residents are charged a separate sewer tax bill using a formula based on
water usage. There are 932 sewer units within the village with sewer revenue generated
within the village being approximately $276,037 in 2011, $276,789 in 2010 and
$283,374 in 2009. With this type of billing, users pay more for sewer charges if they use
more water, thus a family with several toilets and several children may be charged
several hundred dollars more than a resident living alone.
The village in all material aspects appears to have run the treatment plant responsibly
and in a financially sound manner. It is noted the sewer fund balance exceeded
$200,000 recently, although a significant appropriation of the fund balance will be used
on a new compost project the village hopes will reduce cost and return the investment
in the long run.
Town Residents
The town resident charge is based on several more factors and depends also on which
district the resident is located. For convenience the terms “resident” and “parcel” may
be used interchangeably but in general the sewer charge is a “unit” charge to each town
parcel located within the district.
The Town residents using the Village service reside in two special districts known as
Special District SX071 Marcellus Knolls Sewer and SX072 Marcellus Sewer. These are
also known as district 1 or 2, as well as extension 1 or 2. District 1 has 116 parcels;
District 2 has 168 parcels resulting in a total of 284 town parcels using the Village
sewage treatment plant.
In all cases, the village converts its revenue from village residents to a per unit charge
which is done by dividing the total village revenue from village residents by the number
of Village units (932). In 2011 the village revenue of $276,037 divided by 932 units
resulted in a base sewer charge of $296.
Next, the Village adds to the unit charge per agreement the additional 15% surcharge. In
2011 the surcharge was $44.40, resulting in the total per-parcel average in the Town of
$340.61.
Since the charge is a flat unit charge rather than a usage charge, each of the 284 Town
parcels is taxed $340.61 by the Village. Thus, the Town was taxed a total of $96,392.63
by the Village in 2011. In 2010 this amount was $96,652.99

Next the Town residents also have certain other charges in addition to the fee they must
pay to the village for use of the system. Both districts share the cost of the Town’s
contract with Onondaga County to conduct maintenance on its pipes. Under the unit
charge system, Extensions #1 and #2 paid approximately $71.50 per unit to cover the
cost of this maintenance contract ($20,280/284).
Residents in Extension #2 are also charged an additional charge for the debt incurred by
the construction of the extension itself. The total sewer tax paid by a Town parcel in
Extension #1 in 2011 was $417.39, and the total paid by a parcel of Extension #2 was
$485.12.
Issues
Town Perspective
The Town of Marcellus is concerned with and questions Town’s sewer payment to the
Village. Specifically the Town questions how its residents paid 40% more than Village
the average Village resident in 2010, and asked our office to do a review of the costs and
rules of law involved with charging for special districts. The Town board noted specific
concerns regarding maintenance fees of its pipes asserting the 15% administrative
surcharge levied by the Village should cover all maintenance (I & I) and other inspection
and testing. The Town’s interest in this issue is to ensure that its resident taxes are as
reasonable as possible.
Village Perspective
First and foremost the Village is extremely concerned with the flow at the plant. The
greatest worry involves DEC ordering the Village to increase flow capacity at the plant,
the result of which could be a very expensive expansion of the existing plant.
The Village believes, however, prevention and repair of existing sewer lines is much
more cost effective in reducing the flow to the plant and insist the new agreement set
forth and require more compliance from both districts in the town.
The village is also sensitive about its administrative charge, an additional charge to Town
residents for the privilege of using village assets without paying the full village tax bill.
The village calls this “ala Carte” usage of village services and believes it is both proper in
its charge when considering the village investment and legal responsibilities to all users.
Also, the village wants the districts to be more cooperative in reducing infiltration and
inflow.

The concerns of each government can be summarized as simply as this:
VILLAGE
1. Minimize overflow to plant
2. Receive “fair” return on village investment
3. Reduce cost to village residents’

TOWN
1. Continuous service to district
2. Pay “fair” share
3.Receive similar services as villagers

Preliminary Statement
These two municipalities are in all likelihood for the foreseeable future united in the
common purpose of providing sewage treatment to both the village residents and
existing town residents. Our report will not examine any thought of disallowing the
town residents’ usage of the village service. After almost 50 years of service we cannot
envision the relationship deteriorating to that level.
Clearly, the Town and Village have a mutual obligation to work together to provide a
vital service at the most cost effective price. We hope our report will help both
municipalities understand the current financial and environmental landscape.
Pertinent Opinions and Regulations
Financial
While more formal legal opinions would be best obtained from independent counsel our
review of opinions and audits of the Office of the State Comptroller of New York appear
to permit the 15% surcharge the village adds to the unit charge.
In a recent audit the State Comptroller reviewed a similar town/village relationship and
left without comment a 10% multiplier of operations, maintenance and debt service.
However, we note included in Opinion 2001-3 of the NYS Comptroller’s Office is
discussion of General Municipal Law, stating “A village may not fix its sewer rents at an
amount that would generate revenues in excess of costs attributable to the sewer
system, in order to provide funds for general village purposes.” We interpret this to
mean a village may only tax the sewer users an amount that would cover the costs of
running the system.
However, it is important to note the relationship between the town and the village with
regard to sewer usage of the village plant is contractual in nature. While normally all
users would be charged a similar rate, or all like-kind users would be charged under a
similar formula, it is our opinion the village by contract is permitted to charge the town
using the current formula.

Subject to opinions of counsel, we believe this difference is appropriate and is the
mechanism by which the village recaptures some of its investment and lowers the cost
to village residents.
Environmental
The NYS DEC in its letter to the village cited various regulations in advising the village of
its duty to operate the treatment plant in accordance with its permit. Amongst other
items the DEC advised pursuant to 6 NYCRR 750-2.9 the village must develop a plan to
reduce flow.
While it appears appropriate for the village to charge town users more, it comes with
risk. The risk is the overflow or some other usage that renders the plant inadequate for
village use. Clearly, the first obligation of the plant is to the village users and if capacity
becomes an issue the village must take steps to reduce overflow. See Village Law
Section 14-1404.
Our interpretation of the applicable village laws and opinions regarding sewers is the
village may be prohibited from contracting with the town in the absence of an
agreement otherwise if during the life of the contract, use by the districts may render
the plant inadequate for the needs of the village. See opinion Ops St Compt 89-25.
Recommendations and Discussions
1. The village must be given, and the town must cooperate with, full inspection
authority of all town pipes and apparatus so that inflow and infiltration may be
identified and corrected.
The risk and cost of the Village being subjected to a DEC Order requiring a new
treatment plant or being forced to increase its capacity is much greater than the cost of
the town and village working cooperatively to minimize the flow to the plant.
The current flow in 2010 is 99%, which is greater than the NYS Department of
Conservation mandated level of 95%. The Village and Town must collaborate to avoid
facing a potential fine or even the WPCP getting shut down. In 2010 the Village
budgeted approximately $35,000 of its tax revenues toward fixing inflow and infiltration
issues. The Town did not participate in fixing these issues in its extensions.
While we do not examine the potential problems for all if the village stopped accepting
town sewage, we can only assume the resulting litigation and turmoil would be great.
We therefore recommend the town and village do all that it can to minimize flow to the
plant.

The Village has taken measures to fix these problems and decrease unapproved flow
from its pipes, but they are concerned that the Town has not taken similar measures.
The town must also cooperate fully with enforcement, and modify where necessary, all
sewer ordinances.
2. The 15% surcharge should cover the cost of I/I inspections in the short run, any
cost of repair charged to each respective district
We understand the village mayor believes the 15% surcharge covers the cost to treat
the sewage and nothing more. It is the fee to cover the overhead and having the
contractual right to send sewage from the town districts to the village plant.
We suggest the village has a great interest in remediating any I/I issues within the town
pipes and this needs to be done immediately. We also believe the village has the
expertise and personnel to carry out this mission effectively and any findings and
necessary repairs must be paid for by the applicable district as both village and town
must cooperate to reduce the flow as soon as possible.
We recommend the village make this accommodation for a brief period reflecting the
years of surcharge received and the interest in correcting the problem. While it may be
possible for the village to disallow use by the town districts we find this situation too
volatile to entertain. In any event the village receives almost $100,000 from the town
residents, revenue certainly helpful in defraying the cost of the WPCP.
The town will benefit from receiving like services as part of it base fee to the village but
must stand ready to make necessary repairs to alleviate the I/I within its pipes.
An alternative to encourage the Town to complete full inspections of the systems, the
Village could consider waiving the 15% administrative surcharge. In this scenario the
Town would guarantee steps would be taken to address I/I concerns and help reduce
flow to the WPCP. If the 15% surcharge were to be waived, it would result in a net
decrease to a Town residents’ bill by approximately $44, and an increase to a Village
residents’ bill of approximately $13.
We advocate the village take over all inspections and enforcements without an
additional surcharge in the foreseeable future with all capital cost charged accordingly.
As we note above, the village has a healthy fund balance. We make no claims the
balance is anything but appropriate and it appears the village has managed the fund
prudently. We submit only that an immediate use of some of that money may be
appropriate in performing the inspection services needed in the town districts.

3. The town should evaluate canceling the contract with OCDWEP and work with
the village to provide similar services
The Town currently contracts with the Onondaga County Department of Water
Environment Protection (OCDWEP) for certain services regarding the town districts. We
suggest the town may be better off working with the village to provide those services
thus helping the village understand and maintain the current system and receive
additional revenue.
We note part of the town supervisor’s concern off the disparity in cost to town residents
involved the payment of this fee to OCDWEP. However, upon further review by our
office, we discovered that the Town paid for the maintenance expenses of both 2009
($10,557.00) and 2010 ($8294.40) in its 2010 budget. Hypothetically, if the Town had
only paid for the current year’s maintenance in 2010, each resident would have been
charged only $29.31, a savings of $47.47. This is the “real” cost to Town residents if
they had been charged in 2010 for 2010 maintenance only
Had residents paid for the maintenance in 2010 only and not 2009-10, the totals would
have been $369.92 and $437.75, respectively. Excluding the debt payment for
Extension #2, Town residents paid about 40% more than Village residents in 2010.
However, when calculating the numbers without the double-payment to Onondaga
County, Town residents are only paying 25% more than the average Village resident for
the exact same service, including the 15% administrative charge.
As a point of reference the sewer unit charge for the Onondaga County Consolidated
Sanitary District for 2011 was $338.33.
We are not suggesting the village should provide this additional service for free but
rather the interest of the village in helping maintain the town system is far greater than
the county and the additional revenue should be useful to the village and may perhaps
be spent more efficiently as part of an overall maintenance and operations plan
involving village operators.
4. Both the Town and Village should evaluate merging the town districts with the
village to form one unified system under control of the village
The Village has expressed an interest in consolidating the Village system and Town
extensions into one system operated by Village employees. A prerequisite of this
sharing of services would be the Town providing the Village with a map of Town
manhole covers and a record or history of maintenance performed on the extensions. It
is claimed the town has not provided this. In this scenario, the costs of the sewer,
including maintenance and I/I detection, would be shared among all residents.

The current Town residents could be billed in accordance with the current Village cost
system, based on water usage. The debt service costs of the extensions would continue
to be payable only by the residents in the current extensions and should be allocated by
a unit basis as it is now.
Many more records would need to be reviewed including town residents water usage to
examine the overall effect on both residents. Also, there have been other municipalities
that have converted to a uniform equalization method for many of the reasons now
facing the town and village.
The ultimate benefit of this proposal is the total control of cost of maintenance by the
experienced Village experts and the reduction of flow to the WPCP. The Village WPCP
operators would be free to repair pipes in what are now the extensions, and to conduct
inspections of potential illegal sewer hook-ups in the Town.
Conclusion
The village has a duty to insure the WPCP complies with all environmental laws and
regulations and its capacity can serve village residents in the first instance.
Since it appears the town residents do not have an absolute right to use the village
WPCP the town must recognize the village must take steps to minimize flow to the
plant, generally by reducing infiltration and inflow.
The village appears very suitable in both its operations and financial ability to operate
the plant. We have every confidence the village should take as much control of the
entire system as possible to fulfill what should be everyone’s common goal of reducing
flow to the plant.
We recommend as an accommodation the village include the inspection services
involving I/I in its base rate plus surcharge charged to the town. The town must insure
the village it will take necessary repairs and allow for strict enforcement of its sewer
ordinances.

