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HON. KEVIN R. HARDWICK

ERIE COUNTY COMPTROLLER'’S OFFICE
DIVISION OF AUDIT & CONTROL

95 FRANKLIN STREET

BUFFALO, NEW YORK 14202

June 9, 2025

Erie County Legislature
92 Frankiin Street, Fourth Floor
Buffalo, New York 14202

Dear Honorable Members:

In 2023, the Erie County Comptroller's Office, Division of Audit & Control initiated a regular Monitoring
Program of Erie County Cultural Funding Grants. The Erie County Cultural Funding program provides annual
grants to non-profitarts and cultural organizations operating within the County. County funds are intended to
be limited in their use to current operating expenses including salaries, program costs, fringe benefits, rents,
utilities, office supplies, and equipment. Grant funds may not be used for or applied towards capital projects
or physical improvements of buildings or facilities, nor as a revenue offset against accounts receivable. No
funds received shall be used for any services provided or activities performed outside Erie County. The
County's Department of Environment and Planning executes contracts with organizationsand is the primary
agency charged with monitoring.

Objective

The objective of the Cultural Funding Monitoring Program is to verify that the recipients have utilized County
funds according to the terms and conditions associated with the Erie County Cultural Funding grant process
and the recipient's contract with the County. In order to verify the proper use of the grant award, a number of
agencies were selected in order to review their expenses and financial records.

Scope and Methodology

Approximately 120 different organizations receive funding annually from Erie County. The Comptroller's
Cultural Funding Grant Monitoring Program is intended to review organizations that received a minimum of
$5,000 in funding during any of the three prior years. Approximately 80 agencies were identified as receiving
$5,000 or more ingrantfunding. The list of recipient organizations was splitinto two groups of approximately
40 agencies. The first batch of letters announcing the commencement of a review was sent to the selected
non-profit organizations during mid-February 2023, with a second batch scheduled to be sent in early October
2023. The review of all agencies is expected to be completed by July 31, 2025.

2023 Program

During the interview phase, the Auditor identifies use of funding to narrow down the expenses to be verified.
A table of agencieswhich meet the criteria for review along with the amount of grant awards can be found on
the following page.
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BEST PRACTICES

Over the course of the Monitoring Program, the Division of Audit found a number of problematic practices
and questionable expense categories on a recurring basis. In order to address issues pertaining to a large
number of organizations, certain generally applicable best practices and recommendations are included here.

Alcohol

Several organizations used or appeared to use CGF funds to obtain aicohol. While the Division of Audit does
not recommend that CGF awards be made contingent on the absence of alcohol from events hosted by the
organization, alcohol should not be purchased with CGF funds. The Division of Audit found dozens of alcohol
purchases that appeared to be personal in nature and several more which likely violated NYS Alcoholic
Beverage Control Laws. Furthermore, the NYS Comptroller has long held that alcoholis not a “lawful county
charge’, meaning that government officials and employees may not use taxpayer funds to purchase alcohol.
The Division of Auditsees no reason that organizations receiving taxpayer funds should be treated differently.

Debit Cards

Credit cards, particularly with smaller organizations, can provide a critical layer of expense control. The
Division of Audit found a large quantity of small-doliar expenses appearing personal in nature. If a debit card
is used, the money is gone by the time statements are typically reviewed, while a credit card bill often needs
to be paid and approved by the organization’s board of directors.

Alternate Funding Sources and Segregation of Accounts

Organizations may have several sources of govemmental or philanthropic funding. One way to ensure that
CGF funds go farthest is to tailor awardsto the needs of the organization. Such an assessment would require
applicants to provide certain financial documents covering prior years and a disclosure of current year funding
applications. Furthermore, accounts received from Erie County should not be comingled with the other funds
of the organization. Having source information upfront and requiring the segregation of accounts substantially
decreases the likelihood of wasted CGF funds.
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BUFFALO & ERIE COUNTY HISTORICAL SOCIETY

BACKGROUND

The Buffalo and Erie County Historical Society (BHS) dba The Buffalo History Museum is a 501(c)(3) non-
profit organization founded in 1862to serve as Western New York's premier historical institution. The stated
mission of BHS is to tell authentic stories unigue to the region, steward collections of significant artifacts, and
promote exhibits and programs that preserve the legacies of people, events, and movements which demon-
strate Western New York's essential role in shaping American history.

BHS was awarded $417,000in Cultural GrantFunding (CGF)for the years 2020 and 2022. BHS was initially
awarded $417,000 for the year 2021, but the award was subsequently amended to $667,000 which includes
an additional $250,000 awarded through a County budget adjustment for the Bicentennial celebration. BHS
also received a Cultural Capital Grant for $500,000 during the year 2022 for improvements to the second-
floor gallery which included demolition, fabrication and installation of a new exhibit. Funding received by the
organization for capital improvements and the bicentennial celebration both fall outside of the scope of this
review.

Auditor’s Observations

Originally established in 1862 as the Buffalo Historical Society, BHS was co-founded by U.S. President Millard
Fillmore. In 1901, the organization took advantage of the Pan-American Exposition, commissioning architect
George Cary to design the New York State Building. Following the exposition, this structure became the
permanent home of the Buffalo History Museum. Over the next century, BHS amassed a collection of more
than 100,000 artifacts and over 200,000 historical documents. It is one of approximately 800 museums in the
U.S. accredited by the American Alliance of Museums.

During the review period, BHS's primary source of revenue came from grants, contributions, and donations,
which accounted for more than 65% of total revenue. Investment income was the second-largest source.
Additional revenue was generated through mission-aligned activities, such as membership sales, tiered gen-
eral admissions, ticketed events, facility rentals, and fundraising initiatives like the Red Jacket Award Dinner
and Paint the Town Auction.

The Covid-19 pandemic affected the operation of BHS as it was required to shut down from March through
August 2020. During this time, the organization shifted to digital engagement, furloughed customer-facing
staff, and had administrative staff work remotely. BHS also developed resourcesthat could be used remotely
by students and teachers while classroom instruction was virtual. The closure also allowed for acceleration
of planned renovations. BHS received both rounds of Paycheck Protection Program (PPP) funding, enabling
it to recall furloughed staff and mitigate revenue losses from suspended programming.

Primary operating expenses during the review period included salaries, occupancy costs, investment fees,
and office expenses. Per contractual obligations with Erie County, Cultural Grant Funding (CGF) were allo-
cated toward personnel, supplies and equipment, and programming costs. County funding represented
roughly 25% of BHS's annual operating budget.
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Auditor’s Conclusion

During the grant monitoring process, the Buffalo History Museum (BHS) provided sufficient documentation
to substantiate its use of Cultural Grant Funding (CGF) for each year under review. Documentation provided
included copies of federal tax returns, informational filings, credit and bank statements, budget narratives,
organizational policies and procedures, and electronic financial records. In all the years examined, the CGF
awards were allocated to cover salaries and wages, with total salary-related expenses exceeding the amount
of CGF received.

An analysis of executive compensation for the years under review found an average annual increase of
3.37%, which aligns with the national average of 3%-5%.A review of the organization's operating expenses
revealed no excessive or unusual expenses. Many costs were also documented as having been reviewed or
discussed during Board of Directors meetings, reflecting appropriate governance and oversight.

BHS currently has a Board of Directors.consisting of 21 members. Terms are limited to two 3-year terms,
which can be served consecutively. Board members must step down for a minimum of one year before being
able to return. The organization affirmed that the Board of Directors is part of the internal controls system for
BHS. Internal policies, compensation packages, and conflicts of interest are reviewed and acted upon by the
Board. The Board's Audit Committee reviews and recommends the organization’s Form 990 to the full Board,
which is expected to review, amend (if needed), and approve the form before itis filed. All conflicts ofinterest
must be referred to the Audit Committee for review. For any purchase more than $2,500 the Board's practice
is to submit contracts for bidding. The organization also requires Board approval for any payments above
$5,000.

BHS maintains formal procedures for credit card use. While the Executive Director and Director of Exhibits
each have assigned credit cards, other staff members are required to sign out cards as needed. All users
must log their purchases and upload corresponding receipts to a shared file. The bookkeeping department
then reconciles the monthly credit card statements against these logs to ensure accuracy and compliance.

Based on the review of the organization’srecords, it was identified that during their annual audits, while no
material weaknesses were found, BHS has received multiple recommendations for additional separation of
duties, more comprehensive inventory and regularinspections. BHS has acknowledged these recommenda-
tions and noted that its small staff presents challenges at times. However, the organization indicated steps
are being taken to address these issues, including staff expansion, reassignment of responsibilities, and
modifications to internal reporting.

At the conclusion of the grant review, the Auditor determined that BHS was fully compliant with all filing
requirements, including IRS Form 990, New York State Form CHAR500, and all necessary information return
documents.
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