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COMPTROLLER OF THE CITY OF NEW YORK

1 CENTRE STREET
NEW YORK, NY 10007-2341
(212) 669-3500
WILLIAM C. THOMPSON, JR.
COMPTROLLER
March 1, 2002

Mayor Bloomberg, Speaker Miller, and Members of the City Council:

| am pleased to transmit the New Y ork City Comptroller's Charter-mandated report on audit
operations. The report contains the major findings and recommendations of all audits issued by
the Comptroller's audit bureausin fiscal year 2001. The audit bureaus issued 157 audits and
special reports, and the Bureau of Engineering issued five reports during the fiscal year. Many
of these reports focused on program effectiveness and service quality. Othersidentified potential
and actual cost savings and revenue enhancement, amounting to more than $4 million in actual
revenue and more than $12 million in potentia savings, revenue, and cost avoidance.

The City Charter requires that the Comptroller's audit activities be conducted in accordance with
Generally Accepted Government Auditing Standards, issued by the Comptroller General of the
United States. These standards require that the audit bureaus undergo an externa quality
assurance review every three years. The Institute of Internal Auditors completed such areview
in November 2001 and concluded that the bureaus fully conform to the government auditing
standards. In addition, the Charter mandates that every City agency be audited at least once
every four years. The Comptroller's Office successfully met this mandate for the third four-year
cycle that ended December 31, 2001.

Although this report covers the audit operations of the previous administration, it is of special
significance to me because it affords me the opportunity to share my plans regarding the audit
function of the Comptroller's Office. New York City is expected to experience increasing budget
shortfalls, from about $4.766 billion in fiscal year 2003 to $5.356 billion in fiscal year 2005.
Consequently, agencies may be required to make reductions that could weaken basic internal
controls over their resources and expenditures. My auditors, therefore, will dedicate a portion of
their efforts to evaluate controls and to illustrate how they can be strengthened. Regardless of
the City's fiscal condition, the public will expect its government to deliver high quality services.
The Comptroller's audits present an opportunity to help meet the public's expectations.

Providing a quality education to our children, ensuring the availability of affordable housing for
City residents, and delivering socia servicesto people in need are among my highest priorities.
Therefore, my audit bureaus will endeavor to find ways for improving the delivery of these and
other essential City services. In addition, the bureaus will continue their efforts at identifying
ways both to reduce City costs and maximize City revenues.



| am committed to reporting our audit findings to the public to ensure that City officials are held
accountable and that recommended actions are taken.

As Comptroller, | will be afiscal activist dedicated to finding ways to enhance revenue, identify
waste and abuse, and improve agency and program efficiency and effectiveness. In thisregard,
| will ensure that my audits play asignificant role in ensuring the financia stability of the City
while improving City services.

Very truly yours,

Lot @ Thorea )y

William C. Thompson, Jr.
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SUMVARY OF AUDI T RESULTS

Act ual cost avoi dance, savi ngs, and revenues
identified in fiscal year 2001 totaled $ 4.2 mllion.

Pot ent i al cost avoi dance, savings and revenues
identified in fiscal year 2001 totaled $ 12.0 mllion. It
should be noted that these are estinates of what could be
achi eved i f al | of the audit reconmendat i ons are
i mpl emented. O this $ 12.0 mllion:

$ 3.6 mllion represents potential cost savings or
revenues from a variety of managenent and financia
audi t fi ndings.

$ 8.4 mllion represents potential cost avoi dance
resulting fromaudits of clains totaling $ 10.5
mllion.

The Conptroller’s Bureau of Managenent Audit, Bureau
of Financial Audit, and Bureau of Engineering issued 162
audits and special studies in fiscal year 2001. Audits of
managerial lunp suns and welfare fund paynents, and revi ews
of subsidy paynments to libraries, were al so perforned.

This report is divided into two sections: one for
audits and studies of City agencies and public authorities,
and one for audits and studies of private entities that
received funding from or generated revenue for the City.
The audits were perfornmed in accordance with GCenerally
Accepted Governnment Auditing Standards, as required by the
New York City Charter.

Many of the audit recommendat i ons have been
i npl enented, either in whole or in part. I nformati on on
i npl enentation status (described in the “Update” section of
each audit summary) was provided by the various agencies in
response to our followup inquiries.
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ECONOMIC IMPACT OF AUDITS OF GOVERNMENT AND NON-GOVERNMENT AGENCIES

ACTUAL & POTENTIAL COST AVOIDANCE/SAVINGS/REVENUE FROM AUDITS FOR FISCAL YEAR 2001

FISCAL YEAR 01 FISCAL YEAR 01

FISCAL YEAR 01 ACTUAL POTENTIAL
NUMBER OF COST AVOIDANCE/ COST AVOIDANCE/
AUDIT TYPE REPORTS SAVINGS/REVENUE SAVINGS/REVENUE(1)
Government Agencies 115 $1,784,072 $1,010,509
Government Agencies NA $1,000,355 $2,256,165
Desk Audits
Total Government 115 $2,784,427 $3,266,674
Agencies
Non-Government Agencies 47 $1,424,272 $8,761,195
Non-Government NA $0 $0
Agencies Desk Audits
Total Non-Government 47 $1,424,272 $8,761,195
Agencies
Grand Total Government and 162 $4,208,699 $12,027,869

Non-Government Agencies

(1) The potential cost avoidance/savings/revenue amounts are estimates
that could be achieved if audit recommendations are implemented.

Xiv

TOTAL

$2,794,581

_$3,256,520

__$6,051,101

$10,185,467

$0

_$10,185.467_

_$16,236,568



ECONOMIC IMPACT OF AUDITS OF GOVERNMENT AGENCIES - FISCAL YEAR 2001

AGENCY

Aging, Department of

Buildings, Department of

Business Services, Department of

Children's Services, Admininstration

Citywide Administrative Services,
Department of

Civil Service Commission

Community Boards

Comptroller, Office of

Correction, Board of

Correction, Department of

Cultural Affairs, Department of

District Attorneys

Education, Board of

Employment, Department of

Environmental Protection, Dept of

Finance, Department of

Fire Department

Health, Department of

Health & Hospitals Corporation

Homeless Services, Department of

Housing Authority

Housing Preservation and Development,
Department of

Human Resources Administration

Human Rights, City Commission on

Information Technology and
Telecommunications, Department of

Investigation, Department of

Juvenile Justice, Department of

Labor Relations, Office of

Landmarks Preservation Commission

Metropolitan Transportation Auth.

Multi-Agency

Off-Track Betting Corporation

Parks and Recreation, Dept. of

Public Administrator

Public Libraries

Retirement Systems

Sanitation, Department of

Special Narcotics, Office of

Tax Commission

Transit , NYC

Transportation, Department of

Water Board

Youth and Community Development,
Department of

Total Government Audits

Desk Audits
TOTAL:

Total Actual Cost Avoidance/Savings/Revenue:

From Government Audits/Desk Audits

ACTUAL POTENTIAL
#OF cosT ACTUAL  ACTUAL cosT POTENTIAL POTENTIAL
REPORTS AVOIDANCE (1) SAVINGS (2) REVENUE (3) AVOIDANCE (4) SAVINGS (5)  REVENUE (6)
1
1
13
13 $667,850 $29,037
1
1
3
1
1
2
1
2
6
2
2
2
3
2
6 $42,250 $4,774
3 $68,315
1
3
6 $111,134
1
1
1
2
1
1
2
4 $279,998
1
2
1 $969,191
3
6 $24,466 $542,066
3
1
1 $12,000
2
4 $30,500
1
1 $13,000
115 $0 $36,466 1,747,606 $865,564 $144,945
NA $1,000,355 $2,256,165
$0 $1,036,821 __ $1,747,606 $0 $3,121,729 $144,945
$2,784,427
$3,266,674

Total Potential Cost Avoidance/Savings/Revenue:

From Government Audits/Desk Audits

(1) There were no audits this year with actual cost avoidance. Actual cost avoidance represents
the difference between the claim amount and the settlement amount.

(2) Amount already saved by agency.

(3) Amount already received or recouped by the agency.
(4) The only audits this year with potential cost avoidance were claim audits. Potential cost avoidance represents
the difference between the claim amount and the audit accepted amount for those claims that have not been settled.
(5) Amount that could be saved by the agency, in the future, by following the audit recommendations.
(6) Amount that could be recouped by the agency, in the future, by following the audit recommendations.
Desk Audits: Actual Savings: (Lump Sums of $375,661 + Welfare Funds of $624,694 = $1,000,355)
Potential Savings: (Welfare Funds - $2,256,165)

NA = Not Applicable

XV



ECONOMIC IMPACT OF AUDITS OF NON-GOVERNMENT AGENCIES - FISCAL YEAR 2001

ACTUAL POTENTIAL
AUDIT TYPE # OF COST  ACTUAL ACTUAL COST POTENTIAL POTENTIAL
REPORTS AVOIDANCE SAVINGS REVENUE AVOIDANCE SAVINGS REVENUE

Claims 15 $0 $0 $0 $8,411,958 $0 $0
Franchise, Lease 19 $0 $0 $1,218,501 $0 $0 $0
and Concession
Audits
New York Yankees 5 $0 $0 $199,861 $0 $0 $345,035

Rental Credits

Welfare Fund Audits 8 $0 $0 $5,910 $0 $0 $4,202

Total Non-Government

Audits 47 $0 $0 $1,424,272  $8,411,958 $0 $349,237

Total Actual Cost Avoidance/Savings/Revenue: $1,424,272
From Non-Government Audits

Total Potential Cost Avoidance/Savings/Revenue: $8,761,195
From Non-Government Audits

XVi
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GOVERNMENT AGENCIES






Aging, Department for the

DEPARTMENT FOR THE AG NG ( DFTA)
Fol  ow-up Audit of the DFTA s El der Abuse Program

Audit # MIO1- 104F

Conptroller's Audit Library # 7180
| ssued: April 19, 2001

Monetary Effect: None

I nt roducti on

This foll owup audit determ ned whet her DFTA inpl enented
four recomendati ons made in a previous review entitled El der
Abuse: Awar eness of and Public Response to Donestic Abuse
Agai nst the Elderly (#E91-05, issued April 24, 1992). That
review determ ned the extent of services provided to el der
abuse victinms by DFTA and the degree of public awareness of
t hese services. The previous review found that insufficient
resources at DFTAlimted services to the elderly, and that
the Program consisted of only one el der abuse specialist to
provi de direct counseling and third party consulting to the
City's elderly population. The review al so surveyed a sanpl e
of senior citizens and found that |ess than half (49% of
t hem knew what to do in cases of elder abuse.

Results

DFTA has inproved the effectiveness of its El der Abuse
Program DFTA has increased staffing to handle its casel oad
and has placed advertisenments on trains and buses to educate
the public about different aspects of el der abuse and where
to go to report it. DFTA has also distributed panphlets to
l'ibraries, senior citizen centers, hospitals, doctors’
of fices, and other places that seniors go to regularly. Qur
foll owup audit survey of senior citizens throughout the City
reveal ed that 70 percent of them knew what to do in cases of
el der abuse, an increase of 21 percentage points fromthe 49
percent in the previous review. Finally, DFTA has provided
training at senior centers and ot her comunity-based
or gani zati ons.

Since there were no materi al weaknesses in DFTA' s
managenent of its El der Abuse Program the report made no
reconmmendati ons to DFTA.

Update: Not Applicable

kkkkkkkk*k*%x



Buildings, Department of

DEPARTMENT CF BUI LDI NGS ( DOB)

Audit of the New York City Departnent of Buildings' |Internal
Control over Cash Receipts: Prelimnary Findings

Audit # MIO1- 148A

Conmptroller’s Audit Library # 7238

| ssued: May 25, 2001

Monetary Effect: Unable to determ ne

I nt roducti on

This audit determ ned whether DOB has effective internal
controls over its cash receipts. This report covered only
DOB s conpliance wwth Conptroller’s directives regardi ng cash
recei pts received through the mail. It was issued separately
and before the full audit was conpl eted because of the
serious nature of our prelimnary findings and because of the
need for immedi ate corrective action.

The Departnent of Buil dings (DOB) oversees buil ding
construction and alteration and enforces the Buil ding and
El ectrical Codes; the Zoning Resol ution; and other |aws
related to construction activity. One aspect of DOB s
functions involves collecting revenue frompermts, |icenses,
and fines. DOB has seven cash collection offices—ene at the
Executive (Central) office, one at the Bureau of Electrica
Control (BEC), and one in each of the five boroughs. During
fiscal year 1999, DOB coll ected approximtely $71.2 mllion
in revenue. During fiscal year 2000, DOB collected
approximately $79 mllion.

Resul ts

DOB has serious weaknesses in its control over cash
receipts (i.e., checks and noney orders) received through the

mail. The Central office does not properly safeguard the
cash receipts for permt renewal applications that it
receives through the mail. As a result of DOB not imrediately

(i.e., within one workday) depositing these receipts, that

of fice had a 3-week backl og of undeposited cash receipts
totaling $125,616. Nor did DOB put a restrictive endorsenent
stanp on the checks as soon as they were received. As a
result, the risk that those funds may be | ost or

m sappropriated i s increased.

To address the conditions found in this audit, we
reconrmended t hat DOB
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Ensure that all cash receipts received through the mail are
properly secured in a | ocked safe, as required by
Conmptroller’s Directive #11

Ensure that a restrictive endorsenent is inmmedi ately put on
checks received through the mail, as recomended by
Conmptroller’s Directive #1.

Deposit all cash receipts on the day that the mail has been
received or at the latest on the next business day, as
required by Conptroller’s Directive #11

DOB generally agreed with the report's recommendati ons.

Updat e

DOB reported that it has inplenented the audit's
recommendati ons as foll ows:

DOB ordered and then distributed endorsenent stanps to al
areas that handl e checks.

DB installed safes in all of the cashier sections and nade

sure that there were | ocks on the doors to any restricted
ar eas.

DOB has al |l ocated additional personnel and resources to
ensure that future mailed cash receipts are deposited in
accordance with Conptroller's Directive #11

kkhkkkkkkhkk*



Business Services, Department of

DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Audit Report on the Financial and Qperating Practices of the
Myrtl e Avenue Business | nprovenent District

Audit # FLO1-082A

Conmptroller's Audit Library # 7293
| ssued: June 26, 2001

Monetary Effect: None

I nt roducti on

This audit eval uated the adequacy of the Myrtle Avenue
Busi ness I nprovenent District’s (the BID) internal controls,
and assessed the BID s conpliance with regul ati ons and
statutes applicable to its governance.

In 1998, the BID entered into a contract with the
Departnent of Business Services (DBS) to provide services and
make i nprovenents in the Myrtle Avenue area—between Wckof f
Avenue to Fresh Pond Road in Queens. During the audit
period, the BID had a contract with the R dgewood Local
Devel opnent Corporation (RLDC) to provide office space and
staff to manage the BID. 1In fiscal year 1999, the fees paid
to RLDC total ed $80, 822.

Resul ts

The area covered by the BID is a cl eaner place today
than it was prior to the formation of the BID, a conclusion
based on surveys conducted during this audit. However, the
Bl D does not provide any security services, as required by
its District Plan. In addition, there were the follow ng
concerns related to the BID s contracts wth RLDC

The BI D and RLDC share four Board nenbers, including one

i ndi vidual who chairs both organizations. In addition, three
of these Board nmenbers voted on renewing the RLDC contract,
and the chair of both organi zations signed the contract on
behal f of the BID.

The BID did not obtain price quotes fromthree qualified
firms before it awarded the contract to RLDC.

The BID retroactively renewed RLDC s contract and approved

payments that were nmade to RLDC for a six-nonth period—
Cct ober 1, 1998, to March 31, 1999.
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Wiile the contract permits the BID to pay RLDC
addi tional funds for admnistration, it does not require that
RLDC provi de any additional services to the BID for this
conpensation. Furthernore, the BID paid $8, 000 for "bonuses"
to RLDC personnel. The audit questioned the appropriateness
of these charges.

There were mnor errors in the amounts reported on the
BID s financial statenents, and the BID did not provide
adequat e docunentation to support $2,315 in checks it issued.
The BID did not apply for the proper sal es-tax-exenpt status
fromthe Internal Revenue Service; and it did not maintain a
conpl ete and accurate |list of property owners.

The audit nmade 11 reconmendations, including that the
BI D

Provi de security services in accordance with the District
Pl an.

Ensure that it obtains three price quotes for all purchases
exceedi ng $10, 000, in accordance with its contract w th DBS.
The BI D should obtain witten approval fromDBS for all

si ngl e source purchases.

Ensure that RLDC provides services to the Bl D cormensurat e
W th any extra conpensation received.

Ensure that all revenue and expenses are accurately reported
on its financial statenents.

In conjunction with DBS, review the appropriateness of using
tax assessnent proceeds to pay for bonuses to individuals
enpl oyed by RLDC.

Fromits response, it appears that the BID agreed with
ei ght of the audit's el even recommendati ons. The remaining
three recommendati ons pertain to: security services, bonuses,
and extra conpensation paid to RLDC. Wth regard to our
recommendati on to provide security services in accordance
with the District Plan, the BID stated that "there was never
a need for an ongoing security service program"”™ Concerning
our recomrendation to review the appropriateness of bonuses,
the BID stated that the bonuses were "voted upon and approved
unani nously by the Board of Directors” and that "if the board
approves of these paynents, DBS has infornmed us they have not
problemwith it." The BID s response did not address the
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remai ni ng recomendation to ensure that RLDC provides
services comensurate with any extra conpensation received.

Updat e

The Myrtl e Avenue BID reported that it is inplenmenting
the recommendations it agreed with, including the follow ng:

RLDC wi || obtain witten approval fromDBS for all single
source purchases and will obtain three price quotes when the
managenent contract is up for renewal .

Menbers who are on the Boards of the BID and RLDC wi | |
abstain fromvoting on the next nanagenent contract.

The BID is determ ning how many Board neetings are necessary
and wi |l schedul e them

The BID asks all those who receive paynents to sign a
recei pt, when possible.

The BID is applying for tax-exenpt status, and is seeking
advice on the application process fromthe BID s Manager's
Associ at i on.

The BID is devel oping and mai ntaining a conplete and up-to-
date list of property owners in the BID

E R I S S I

DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Audit Report on the Financial and Qperating Practices of the
Madi son Avenue District Managenent Association, Inc.

Audit # FLO1-083A

Conptroller's Audit Library # 7250
| ssued: June 8, 2001

Monetary Effect: None

I nt roducti on

This audit eval uated the Madi son Avenue District
Managenent Association, Inc.’s (the BID) internal controls,
and assessed the BID s conpliance with regul ati ons and
statutes applicable to its governance.

In 1996, the BID entered into a contract with the
Departnent of Business Services (DBS) to provide services and
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make inmprovenents in the Madi son Avenue area--between 60'" and
86'" streets. A business inprovenent district is a geographic
area in which property owners and tenants band together to
use a municipality’'s tax collection powers to assess

thensel ves, in order to create a fund for inprovenents within
the district. These nonies are used to purchase services and

i nprovenents, which are supplenental to those al ready
provided to the area by the Cty, thereby enhancing and
pronoting the district.

Resul ts

The BID has contributed to the inprovenent of the
District by providing supplenental services to the District,
i ncludi ng marked inprovenents in street and sidewal k
cleanliness and a crine reduction in the area. This opinion
was based on the results of surveys conducted by the BID in
Decenber 1999 and during cal endar year 2000.

In addition, the BID generally conplied with its
contract with DBS and its District Plan. The BID had
adequate internal controls over its managenent and operations
wi th some exceptions. Specifically, the BID does not
adequately segregate the responsibilities for authorizing
pur chases and signing checks. Also, the BID does not have
ti mekeeping records for its President, Drector of
Operations, and Director of Business Services. Furthernore,
the BI D does not have records showi ng vacation and sick
| eaves bal ances or accruals. (The BID did provide us with a
list of vacation and sick | eave usage maintai ned by each
i ndi vidual enployee.) It is inportant for the BIDto
mai ntai n such records to ensure that its enpl oyees receive
proper conpensation for accrued | eave hours.

This audit recommended that the Bl D shoul d:

Ensure that the functions of approving purchases and si gning
checks are properly segregat ed.

Ensure that disbursenents are properly supported and
approved by appropriate individuals prior to paynent.

Maintain daily tinme records that include daily attendance,
vacati on, sick/personal |eave, and absences for its
enpl oyees.

Maintain records for all enployees showi ng their |eave
bal ances.
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In the BID s response, it described the steps it has
taken to address the audit findings and recommendati ons.

Updat e

The BID reported that it is inplenmenting the audit's
reconmendati ons as follows:

The BID s Board of Directors approved and adopted a series
of Procurenent Policy and Procedures Quidelines in January
1998, that ensure the segregation of financial duties.

The Finance/ Audit Commttee has directed staff to assure
that invoi ces and adequate docunentati on acconpany al
requests for paynents and that all invoices are verified
prior to paynent.

The BID keeps daily tinme records for its hourly staff, and
the BI D keeps vacation and sick | eave records for its
salaried staff. The BID s Treasurer nonitors each sal ari ed
enpl oyee's tine record and | eave bal ance.

R I I I

DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Audit Report on the Financial and Qperating Practices of the
NCHO Busi ness | nprovenent District

Audit # FMD1-081A

Conptroller's Audit Library # 7177
| ssued: March 5, 2001

Monetary Effect: None

I nt roducti on

This audit eval uated the adequacy and effectiveness of
t he NOHO NY Busi ness | nprovenent District’s (the BID)
internal controls, and assessed the BID s conpliance with
regul ations and statutes applicable to its governance.

In 1997, the NOHO NY BID entered into a contract with
the Departnment of Business Services (DBS) to provide services
and make inprovenments in the NOHO area. A business
i mprovenent district is a geographic area in which property

10
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owners and tenants band together to use a nunicipality’ s tax
col l ection powers to assess thenselves, in order to create a
fund for inprovenents within the district. These nonies are
used to purchase services and i nprovenents, which are

suppl enental to those already provided to the area by the
Cty, thereby enhancing and pronoting the district.

Resul ts

The NOHO NY BID has contributed to the inprovenent of
the District by providing supplenental services to the
District, including marked inprovenents in street and
sidewal k cleanliness and a crine reduction in the area. This
opi ni on was based on the results of a survey conducted by the
BIDin 1998, and a survey sent by the Conptroller’s Ofice
(using a mailing list provided by the BID) to property owners
and nerchants in Decenber 2000. Although the results of the
Decenber 2000 survey were positive, the amobunt of surveys
returned as undeliverable indicated that the BID needed to
update its mailing list. Further, the audit stated that the
comunity woul d be better served by the BID conducting
surveys on a regul ar basis.

In addition, the audit noted that the NOHO NY BID did
not segregate responsibilities related to its procurenent
functions. Specifically, the Executive Director ordered and
recei ved supplies, and authorized paynents. Furthernore, the
BI D coul d not account for three checks during the audit.
Finally, the process used by the BIDto award its accounting
services contract could have been inproved. Specifically,
the audit noted that the BID should have been nore explicit
inits RFP as to its needs, and then sent the RFP to nore
firms which nmet its requirenents.

This audit made five recomendati ons, including that the
Bl D shoul d:

Ensure that it maintains a conplete and accurate mailing
list of the property owners and nerchants | ocated within the
Bl D.

Conduct conprehensi ve surveys on a regular basis to
determ ne the needs of the conmmunity.

Ensure that the procurenent functions are properly
segregated. In that regard, the responsibilities for
ordering, receiving, and authorizing paynments should be
performed by different individuals.

11
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Retain all voided checks to ensure that no checks are | ost
or msused. |If a check is lost or cannot be accounted for,
the BID should contact the bank and place a hold on the
check as a precaution.

I mprove its procurenent procedures by specifically stating
its needs in RFPs, and contacting organi zations that best
suit its needs.

The NOHO NY BID generally agreed with the audit’s
findings and recomendati ons.

Updat e

The NOHO NY BID reported that it is inplenenting the
foll owi ng reconmendati ons:

The BID has conpletely revised its database of property
owners and nmerchants. The BIDis in the process of sending
out newsletters, and will nodify any additi onal

di screpanci es found.

The BID plans to conduct a conprehensive survey to determ ne
t he needs of the nei ghborhood. These surveys wll take
pl ace either annually or bi-annually.

The BI D has changed its bookkeeping policies to include a
check systemon all work done. Projects are assigned to two
peopl e, plus a board nenber who oversees all transactions
and projects.

The BID has upgraded its filing systemto organi ze checks
recei ved and voi ded.

kkkikkkkhkkkik*

DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Audit on the Financial and Operating Practices of the Lincoln
Squar e Busi ness | nprovenent District

Audit # MD0OO- 198A

Conptroller’s Audit Library # 7163
| ssued: February 14, 2001

Monetary Effect: None
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I nt roducti on

This audit determ ned whether the Lincoln Square
Busi ness I nprovenent District (Lincoln Square BID) conplied
With regul ations and statutes in relation to its District
Plan and contract with the New York City Departnent of
Busi ness Servi ces (DBS).

The Lincoln Square BID entered into a contract with DBS
on April 18, 1997. This contract represents an agreenent
between the Lincoln Square BID and the Gty regarding
requi renents for its supplenental services and capital
I nprovenents.

The Lincoln Square BID was incorporated in the State of
New York on Decenber 6, 1996, by property owners, business
owners, and not-for-profit groups with an interest in the
area. Under City Legislation, BID assessnents are coll ected
by the City and then returned in their entirety to the BID.
These nonies are used to purchase services and inprovenents
suppl enental to the services already provided to the area by
the City, and to enhance and pronote the business district.

Measured by revenue from assessnents, the Lincoln Square
BID was the tenth largest of the 40 BIDs in New York Gty in
fiscal year 1999. According to its certified financial
statenments for fiscal year 1999, the Lincoln Square BID had
revenues of $1,126, 657 and expenditures of $930, 152.

Resul ts

Since its formation in 1997, the Lincoln Square BID has
been successful in providing supplenental sanitation and
security services, as well as in introducing a variety of
prograns and projects that have served to enhance the
busi ness environnent of the BID area. As a result, the area
covered by the Lincoln Square BID is a cleaner and safer
pl ace.

According to the Mayor’s Ofice of Operations Project
Scorecard, which each quarter rates the | evel of cleanliness
of nost streets in districts throughout the Cty, the Lincoln
Square BID s efforts to inprove cleanliness in the district
had a positive effect on the area in both street and si dewal k
cl eanl i ness.

13



Business Services, Department of

In addition, based on the BID s 1999- 2000 annual report,
crime in the 20th Precinct, which includes the Lincoln Square
Bl D, has gone down by 58 percent in the last five years.

There were no material weaknesses in the BID s interna
controls that could affect the BID s control over its
operations. Specifically, the Lincoln Square BID had
adequat e segregation of duties; revenues and di sbursenents
were properly recorded; the BID adhered to its procurenent
policies and nonitored its contracts; bank reconciliations
are perfornmed on a regular basis; and the petty cash fund was
properly naintai ned. However, not all BID enpl oyees had
their attendance recorded on a daily basis. Mreover, the
BID did not maintain an inventory |isting.

This audit made the foll owi ng three reconmendati ons.
The Lincol n Square BI D shoul d:

Periodically distribute questionnaires to its participants
regarding the BI D s perfornmance.

Maintain a daily time-record systemfor its entire office
staff.

Mai ntain an accurate inventory list of all the BID s
physi cal assets, and take a physical inventory once a year.

The Lincoln Square BID generally agreed with the audit’s
fi ndi ngs and recomendat i ons.

Updat e

The Lincoln Square BID reported that it has inplenented
the audit's recommendati ons as foll ows:

The BID has instituted the use of daily tine sheets for al
staff.

The BI D now nai ntai ns a conprehensive inventory of al
equi prent, furniture, and supplies in all of its offices.

The BIDis in the process of conducting a periodic survey of
its menbers to determne their satisfaction with the
servi ces provided by the BID

*kkkkkkkk*%x
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DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Audit on the Financial and Operating Practices of the East
Brookl yn I ndustrial Park Business |nprovenent District

Audi t # MD0OO-201A

Conmptroller’s Audit Library # 7276
| ssued: June 21, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned whet her the East Brooklyn
I ndustrial Park Business |Inprovenent District (East Brooklyn
BID) conplied with regulations and statutes in relation to
its District Plan and contract with the New York City
Depart ment of Business Services (DBS).

The East Brooklyn BID was incorporated in the State of
New York on February 16, 1983, by property owners, business
owners, and not-for-profit groups with an interest in the
area. Under City legislation, BID assessnents are coll ected
by the City and then returned in their entirety to the BID.
These nonies are used to purchase services and i nprovenents
suppl enental to the services already provided to the area by
the Gty, and to enhance and pronote the business district.
To provide these services the East Brooklyn BID contracted
with the Local Devel opnent Corporation of East New York
( LDCENY) .

Measured by revenue from assessnents, the East Brooklyn
BI D ranked 34'" of the 40 BIDs in New York City in fiscal year
1999. According to its certified financial statenents for
fiscal year 1999, the East Brooklyn BID had revenues of
$85, 142 and expendi tures of $38, 143.

Resul ts

Qur review of the financial and operating practices of
t he East Brooklyn BID disclosed problens with the services
provided by the BIDto its nenbers, the Board of Directors’
managenent of BI D operations, and certain financial
practices, as foll ows:

The East Brooklyn BID s assessnents are not used to provide
services to BID busi nesses only.

15
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The East Brooklyn BID does not require that LDCENY subm t
docunentati on to support program service expenditures.

Except for the purchase of a street sweeper, the East
Brookl yn BID did not take steps to nodify its prograns to
neet the needs of BID participants based on the results of
its 1999 BID participant survey.

There were weaknesses in corporate governance with regard to
the Board' s oversi ght and managenent of the East Brooklyn
BID. Board nenbers do not attend neetings regularly; and
financial activities are not presented to and voted on by
the Board of Directors.

There are weaknesses in the East Brooklyn BID s control over
its financial activities. For exanple, there is a | ack of
segregation of duties over the authorizing and processi ng of
transactions, financial records are not maintai ned, and
there is a lack of control over the check witing function.

This audit makes 2 recomendati ons to DBS and 25
recomendati ons to the East Brooklyn BID, the nost
significant of which follow W recommended that DBS:

Performa conpl ete evaluation of the East Brooklyn BID in
the context of this report’s findings.

Ei t her put the BID on probation during this evaluation, or
take nore imedi ate action termnating all contracts and the
col l ection of menber assessnents.

We recomended that the East Brooklyn BI D shoul d:
Ensure that assessnent funds are spent only on BID specific
progr ans.

Ensure that its annual reports reflect only services that
i npact BI D busi nesses.

Ensure that its programfunds are spent as intended by
requiring LDCENY to submt periodic programand financial
activity reports.

Re-evaluate its prograns to ensure they address the needs
and concerns of the East Brooklyn BID s busi nesses.

Di scuss any proposed changes in prograns with its Board of
Directors and ensure that these di scussions are docunent ed.

16
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Ensure that it recruits Board nenbers who are willing to
beconme actively involved with the managenent of the BI D

Ensure that inportant decisions are discussed in Board
nmeetings and docunented in mnutes. [If a quorumis not
present in the nmeeting or if decisions are taken w thout a
neeting, witten consent authorizing the action should be
obt ai ned fromeach and every Director

Ensure that transactions are recorded accurately and on a
tinely basis.

East Brooklyn BID and DBS officials generally agreed
with the audit’s findings. However, in their response, BID

officials did not address 8 of the 25 audit recomrendati ons
made to them

Updat e

The East Brooklyn BID reported that it is inplenmenting
all of the audit's recomendations, including the foll ow ng:

The BID s financial commttee will review all checks
witten, quarterly to ensure that the funds have been spent
on BI D-specific prograns.

The BI D undertook an outreach programto determ ne the needs
and concerns of BID nenbers. As a result of a survey, the
Bl D has devel oped prograns addressing sanitation, (such as
cleaning the debris in the nei ghborhood), conplaint
services, real estate assistance, and narketing.

The BI D di scusses program changes at Board neetings, which
are noted in the m nutes.

The BID has installed a nmenbership commttee to help recruit
active Board nmenbers. The BIDis also revising the byl aws
to encourage mnenbership invol venent.

The BID has established three conmttees: a nmenbership

commttee, finance comm ttee, and executive commttee in
order to nonitor the BID s fiscal and programactivities.

The BID s fiscal manager uses Qui ckBooks to classify
expendi t ures.

kkkikkkkhkkkhk*k
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DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Audit Report on the Financial and Operating Practices of the
47th Street Business |Inprovenent District, Inc.

Audit # MEOO- 199A

Conmptroller’s Audit Library # 7181
| ssued: March 20, 2001

Monetary Effect: None

I nt roducti on

This audit eval uated the adequacy and effectiveness of
the 47th Street Business |Inprovenent District’s (BID)
internal controls and determ ned the BID s conpliance with
regul ati ons and statutes applicable to its governance,
including its contract with the Departnent of Business
Services (DBS). The scope of this audit covered the period
July 1, 1998, to June 30, 1999.

Under City legislation, BID assessnents are col |l ected by
the Gty and returned in their entirety to the BID. These
noni es are used to purchase services and inprovenents
suppl enental to the services already provided to the area by
the City and to enhance and pronote the business district.

The 47th Street BID was incorporated in the State of New
York in May 1997 by property owners, tenants, and groups with
an interest in the area. 1In fiscal year 1999 the 47th Street
Bl D had assessnent revenues of $300,000. It was the 16th
| argest of the 40 BID s in New York City.

Resul ts

The 47th Street BID was generally in conpliance with its
contract with DBS and has been successful in providing
suppl enental sanitation services, supplenmental security
services, and in pronoting the district to the public.
However, the BID failed to keep its nenbers adequately
informed of its activities. |In addition, the BID had
weaknesses in its internal controls over its receipts and
di sbur senent s.

The audit nmade ten recomendations to the 47th Street

BID, the nost inportant of which are listed below. The BID
shoul d:

18
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Regularly informall of its nmenbers of BID activities by
nmeans, for exanple, of a newsletter or other regular

mai | i ng.

Periodically conduct surveys of its nmenbership to enable the
menbers to nore actively participate in shaping BID

activities, and to get feedback on the nenbers' satisfaction
wi th BI D services.

Fol | ow est abl i shed procedures and properly docunent the
awar di ng of all contracts.

I ncl ude supporting docunmentation sufficient to provide
evidence that all expenses are for legitimte, BlIDrelated
activities.

Uilize an approval and authorization process for purchases

and paynents. This could include the use of purchase
requi sitions, purchase orders, and voucher paynents.

The 47th Street BID generally agreed with the audit’s
recommendat i ons.

Updat e

The BID reported that it is inplenmenting nine
recomrendati ons, including the foll ow ng:

The BID has started a bi-nonthly newsletter, that is
distributed to all nenbers in the District.

The Executive Director nakes periodic visits to nenbers to
| earn about their needs and di scuss the BID s activities.

The BID requests cost estimates for at |east three vendors
for all new contracts.

Menbers of the Executive Conmittee approve all BI D expenses
bef ore paynment. The President of the BIDinitials all
i nvoi ces before an approval stanp is put on the invoice.

Al'l checks paid by the BID are signed by two signatories and
checked before mailing to the payee.

*kkkkkkkk*k
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DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Audit Report on the Financial and Qperating Practices of the
HUB- Thi rd Avenue Busi ness | nprovenent District

Audit # MEO1-078A

Conptroller’s Audit Library # 7263
I ssued: June 14, 2001

Monetary Effect: None

I nt roducti on

Property owners and tenants within the City nmay elect to
i mprove their nei ghborhoods by form ng Business | nprovenent
Districts (BIDs). BIDs are required to enter into four-year
contracts with the Departnent of Business Services (DBS), the
entity responsible for nonitoring the performance of BIDs and
ensuring their conpliance with applicable procedures. BIDs
are funded by special assessnents |evied agai nst properties
within their geographical areas. These funds are to be used
to pay for supplenental services and inprovenents, such as
facade work, sidewal k repairs, |andscaping, sanitation
security services, and holiday decorations. The HUB-Third
Avenue BID (Third Avenue BID), located in the Bronx, was
incorporated on July 1, 1988. During fiscal year 2000, the
Third Avenue BID received $270, 108 t hrough assessnents and
anot her $8,500 fromrestricted grants. The Third Avenue BID s
expendi tures during the fiscal year total ed $256, 538.

This audit eval uated the adequacy and effectiveness of
the Third Avenue BID s internal controls and its
accountability over the recei pt and expenditure of funds, and
assessed its conpliance with applicable regul ati ons and
statutes, including the provisions of its contract with DBS.

Resul ts

The Third Avenue BID generally adhered to the ternms of
its contract with DBS and had adequate internal controls over
the recei pt and expenditure of funds. |In addition, a survey
of Third Avenue BID nenbers indicated that they were
satisfied with the security and sanitation services, and with
the pronotions and enhancenent efforts provided by the Third
Avenue BI D.

However, the Third Avenue BID did not ensure that all of
its Board nmenbers attended the required nunber of Board
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neetings, did not ensure that all duties were adequately
segregated, and did not ensure that appropriate records
supporting enpl oyee work hours were maintained. In addition,
the Third Avenue BID incurred $1, 386 in questionable

expendi tures, which included $800 in bonuses to its Executive
Director and to its security personnel. Furthernore, the
Third Avenue BID did not devel op adequate procurenent
procedures, did not always obtain required bids for
purchases, and did not properly record all expenditures on
its financial statenments. Finally, the Third Avenue BID

i mproperly spent $1, 150 on behal f of political candidates.

This audit nade 13 recommendati ons, including that the
Bl D

Conduct an annual conprehensive survey to assess its
activities;

nmonitor the attendance of Board nenbers and term nate the
nmenbershi p of those nenbers who do not neet the attendance
requi renents;

adequately segregate duties over its purchasing functions,
as well as the receiving, recording, and depositing of bid
assessnment checks;

devel op formal tinekeepi ng procedures governing work hours,
| eave accruals, | eave use, and | eave bal ances;

ensure that all expenditures are related to pronoting and
enhancing the District;

obtain bids for purchases, when required,

di scontinue its practice of making contributions to
political candidates.

Third Avenue BID officials generally agreed with the
audit’s reconmendati ons. However, the Third Avenue BID
di sagreed with the recomendation that it segregate duties
over its purchasing and revenue functions. However, the
Third Avenue BID stated that it woul d make changes and try to
conply. In addition, the Third Avenue BID stated that it
woul d continue to pay bonuses that it feels are warranted,
which the audit cited as not being related to its operation.

21



Business Services, Department of

Updat e

The Third Avenue BID reported that it is inplenmenting
the recommendations that it agreed with, including the
foll ow ng:

The BID wi |l conduct annual surveys at the end of each year,
aski ng property owners and nerchants for their input
regardi ng program services. The results of these surveys
will be used to reassess the BID s priorities.

The BIDwill ensure that its Board nenbers adhere to the
byl aws.

The BI D now nai nt ai ns docunentation for hours worked,
vacation, holidays, personal days, and sick | eave. The
Executive Director now signs in and out, and reports to a
nmenber of the Board on a daily basis. A nenber of the
Executive Conmttee signs attendance sheets and | eave
requests.

The BI D has changed its procurenent procedures in order to
foll ow the appropriate procurenent regul ations.

Expenses are recorded accurately on the financial
statenents.

The BID no | onger makes political donations.

E R I S S I

DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Audit Report on the Financial and Qperating Practices of the
Village Alliance Business Inprovenent District

Audit # M3X00- 189A

Conptroller’s Audit Library # 7153
| ssued: January 19, 2001

Monetary Effect: None

I nt roducti on

The audit eval uated the adequacy and effectiveness of
the Village Alliance Business |Inprovenent District’s (BID)
internal controls, and assessed its conpliance with Gty
contract requirenents.

Under City legislation, BID assessnents are col |l ected by
the City and returned in their entirety to the BID. These
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noni es are used to purchase services and inprovenents
suppl enental to the services already provided to the area by
the City, and to enhance and pronote the business district.

The Village Alliance BID was incorporated in the State
of New York in Septenber 1993, by property owners, tenants,
and groups with an interest in the area. |In fiscal year
1999, the Village Alliance BID had revenues of $552,772 and
expendi tures of $516,763. It was the 13th |argest of the 40
BIDs in New York City.

Resul ts

Since its formation in 1994, the Village Alliance BID
has been successful in providing supplenental sanitation
services. As a result, the area covered by the BIDis a
cl eaner place today than it was in 1994. During fiscal year
1999, the BID supplenmented City police service with four
security officers who patrolled the BID area. The BID al so
has advertising and pronotional activities, which are
designed to pronote the district. The BID s pronotional
services include quarterly newsletters, installation of
decorative banners and holiday Iighting, and distribution of
Back-t o- School Coupon Books for area coll ege students.
However, we found weaknesses in the BID s internal control
systemdue, in part, to a |lack of segregation of duties.
Specifically, the accounting functions are not adequately
segregated, the BID maintains its accounting records
differently than its financial statenments, and deposits are
not al ways nade on a daily basis. In addition, the BID
incorrectly issued 1099-M SC forns to enpl oyees.

The audit nmade eight recomendations to the Vill age
Al'liance BID;, the nost inportant of which are |isted bel ow
The Village Alliance BID shoul d:

Adequat el y segregate its accounting functions. The BID

shoul d hire an additional enpl oyee(s), approved by its
Board, to regularly performspecific accounting functions.

Maintain its general |edger on the accrual basis of
accounting, which would enable the general |edger to
accurately support the amounts shown in the financia
statenents.

Ensure that all checks are properly signed.
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Ensure that its staff accurately records and docunents
transactions, and properly retains, records, deposit slips,
recei pts, and invoi ces.

Ensure that all cash receipts are deposited daily.

Ensure that W2 forns are pronptly filed with the IRS for
all applicable enpl oyees who are paid by the BID.

The Village Alliance BID agreed with four
recomendati ons, disagreed with two, was non-responsive to
one, and has al ready inpl enmented one.

Updat e

The Village Alliance BID reported that it has
i npl enmented three reconmendati ons as foll ows:

The BI D has conpl eted 13 door-to-door surveys.

The BID has hired a bookkeeper who: reconciles the bank
statenents; wites and inputs checks into the conputer
system after they have been approved by the Executive
Director; analyzes the general |edger accounts; inputs the
Bl D assessnents into a database and enters the payroll into
Qui ckBooks.

The BI D keeps a separate petty cash book with all receipts
attached to the expenditure report.

kkkikkkkhkkkhk*k

DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Audit Report on the Financial and Qperating Practices of the
Bri ghton Beach Busi ness | nprovenent District, Inc.

Audit # MEO1-151A

Conptroller’s Audit Library # 7264
| ssued: June 15, 2001

Monetary Effect: None

I nt roducti on

This audit eval uated the adequacy and effectiveness of
the Brighton Beach Business Inprovenent District’s (BID)
internal controls and determ ned the BID s conpliance with
regul ati ons and statutes applicable to its governance,
including its contract with the Departnment of Business
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Services (DBS). The scope of this audit covered the period
July 1, 1999, to June 30, 2000.

Under City legislation, BID assessnents are col |l ected by
the Gty and returned in their entirety to the BID. These
noni es are used to purchase services and inprovenents
suppl enental to the services already provided to the area by
the City and to enhance and pronote the business district.

The Brighton Beach BID was incorporated in the State of
New York in May 1983 by property owners, tenants, and groups
with an interest in the area. 1In fiscal year 2000 the
Bri ght on Beach BI D had assessnent revenues of $150,000. It
was the 30th |argest of the 40 BID s in New York City.

Resul ts

The Brighton Beach BID was generally in conpliance with
its contract with DBS, and has been successful in providing
suppl enmental sanitation services and pronotional services to
the district. However, the BID failed to maintain its
security lighting system BID Board nenbers were not
adequately informed of their responsibilities for decisions
affecting the expenditure of BID funds, and the BID had sone
weaknesses in its internal controls over its receipts and
di sbur senent s.

The audit nmade these four recommendati ons to the
Bri ght on Beach BI D

The Brighton Beach BID should periodically check to ensure
that the security lights are working and see that any
necessary nai ntenance is perforned.

Al nmenbers of the Brighton Beach BID s Executive Commttee
should be fully aware of the their roles and exercise their
responsibilities and authorities in the managenent of the
BI D

The Brighton Beach BI D managenent shoul d ensure that it is
fully informed about its finances. This should include
obt ai ning copies of Activity Reports for every period and
reconciling themto the anounts received.

The Brighton Beach BID shoul d use an approval and
aut hori zation process for all purchases and paynents.
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The Brighton Beach BID generally agreed with the audit’s
recommendat i ons.

Updat e

The Brighton Beach BID reported that it is inplenenting
the audit's recommendati ons as foll ows:

The BID is seeking funding fromprivate and public
organi zations to help maintain its security lighting system

The BI D has sent a Procedures Manual and nmenorandumto al
Board nenbers stating who has responsibility for signing
checks and what the procedures are.

The BI D s managenent is infornmed when a paynent is not nade
in a particular tinme period.

The BI D has purchased an "Approved" stanp to be used on
invoices that are initialed and dated by the President or
Treasurer. Each invoice is now stanped and signed before a
check is issued.

kkkikkkkikkhk*k

DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Audit Report on the Financial and Qperating Practices of the
Ki ngs H ghway Busi ness | nprovenent D strict

Audit # M301-080A

Conptroller’s Audit Library # 7165
| ssued: February 23, 2001

Monetary Effect: None

I nt roducti on

The audit eval uated the adequacy and effectiveness of
the Kings H ghway Business Inprovenent District’s (BlID)
internal controls, and assessed its conpliance with Cty
contract requirenents.

Under City legislation, BID assessnents are col |l ected by
the Cty and returned in their entirety to the BID. These
noni es are used to purchase services and inprovenents
suppl enental to the services already provided to the area by
the Gty, and to enhance and pronote the business district.
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The Kings H ghway BI D was incorporated in the State of
New York on Novenber 23, 1982, by property owners, tenants,
and groups with an interest in the area. |In fiscal year
1999, the Kings Hi ghway BID had revenues of $221,761 and
expendi tures of $241,883, the difference of $20,122 com ng
fromsurplus funds fromprior years. It was the 24th |argest
of the 40 BIDs in New York City.

Results

Since its formation in 1982, the Kings H ghway BID has
been successful in providing supplenental sanitation and
security services. As aresult, the area covered by the BID
is a cleaner place today than it was in 1990. During fisca
year 1999, the BID supplenented City police throughout the
hol i day season and during the different street activities
sponsored by the BID. In addition, the BID supplenents City
sanitation services with two workers who patrol the district
ei ght hours a day on Mondays, Wdnesdays, Fridays, and
Sundays; four hours a day on Tuesdays, Thursdays, and
Saturdays. The BID al so has advertising and pronotional
activities, which are designed to pronote the district. The
BI D has pronoted the area by advertising in newspapers and on
the radi o, and sponsoring social events such as fashion
shows, sidewal k sales, and health fairs. The BID s
pronotional services also include quarterly newsletters,
installation of decorative banners, and holiday |ighting.
However, we found weaknesses in the BID s internal control
systemdue, in part, to a |lack of segregation of duties. 1In
addition, we found that the BID naintains its accounting
records differently than its financial statenments, the BID
does not maintain a cash receipts journal or a genera
| edger, the BID had a nunmber of mnor discrepancies inits
di sbursenents, and the BI D does not maintain copies of
conpetitive bids.

The audit made the follow ng six recommendati ons. The
Ki ngs H ghway BI D shoul d:

Ensure that the functions of processing, recording, and
review ng transactions are divided between two or nore
enpl oyees and/ or inpl enent ot her conpensating controls.

Maintain its records on the accrual basis of accounting,
whi ch woul d enabl e the general |edger to accurately support
t he amounts shown in the financial statenents.
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Mai ntain a cash receipts journal and a general |edger to
accurately support the amounts in the financial statenents.

Mai nt ai n back-up docunentation for all revenues received.

Ensure that its staff accurately records and docunents
transactions, and properly retains records, receipts, and
I nvoi ces.

Solicit and maintain copies of conpetitive bids for all
products and services, especially for contracts val ued at
nore than $5, 000.

Al t hough the Kings H ghway BID did not specifically
address the recommendations in its response, it stated that
t he Executive Commttee would review the recommendati ons at a
| ater nmeeting and inplenent as many of the suggestions as
possi bl e, after bringing them before the full Board of
Directors.

Updat e

The Kings H ghway BID reported that it has inplenented
two recommendati ons: bank reconciliations are done each nonth
i n-house and every check has a correspondi ng i nvoice, with
the exception of payroll.

kkkikkkkhkkkhk*k

DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Audit Report on the Financial and Qperating Practices of the
White Pl ains Road Busi ness | nprovenent District

Audit # MX01-123A

Conptroller’s Audit Library # 7226
| ssued: May 3, 2001

Monetary Effect: None

I nt roducti on

This audit eval uated the adequacy and effectiveness of
the Wiite Pl ains Road Business |Inprovenent District’s (BID)
internal controls, and assessed its conpliance with Cty
contract requirenents.

Under City legislation, BID assessnents are col |l ected by
the City and returned in their entirety to the BID. These
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noni es are used to purchase services and inprovenents
suppl enental to the services already provided to the area by
the City, and to enhance and pronote the business district.

The White Plains Road BID was incorporated in the State
of New York on June 8, 1994, by property owners, tenants, and
groups with an interest in the area. In fiscal year 2000, the
BI D reported revenues of $81,291 and expenditures of $68, 916.
It was the 39'" |argest of the 40 BIDs in New York Gity.

Resul ts

Since its formation in 1994, the Wite Plains Road BID
has been successful in providing supplenental sanitation and
graffiti-renoval services in the district. As a result, the
area covered by the BIDis a cleaner place today than it was
in 1994. The BID al so provides pronoti onal services. For
exanpl e, the BID hangs holiday lighting and seasonal banners
and sponsors annual sidewal k fairs and Back-to-School Sal es
Days al ong Wiite Pl ai ns Road. However, there were weaknesses
in the Board' s oversight and managenent of the BID and in the
BIDs internal control system due to a |lack of segregation
of duties. In addition, the BID naintains its accounting
records differently than that needed to prepare its financi al
statenments; the BID does not naintain adequate accountability
over its disbursenents (this results in discrepancies in the
accounting records); and the BID does not follow proper
bi ddi ng procedures when contracting for the suppl enental
services it provides.

The audit made 13 recommendati ons to the Wiite Pl ai ns
Road BI D, the nost inportant of which are listed bel ow. The
VWhite Pl ains Road BI D shoul d:

Ensure that the functions of processing, recording, and
review ng transactions are divided between two or nore
i ndi vidual s, or inplenent other conpensating controls.

Maintain its records on the accrual basis of accounting.

Ensure that its staff accurately records and docunents
transactions and properly retains records, receipts, and
i nvoi ces.

Solicit and maintain copies of conpetitive bids for all
products and services, especially for contracts val ued at
nore than $5, 000.

29



Business Services, Department of

White Plains Road BID officials agreed with the audit's
findi ngs and reconmendati ons, and indicated that adjustnents
made to their operating procedures will fully address the
recommendat i ons.

Updat e

The White Plains Road BID reported that it is
i npl enenting all of the audit's recomrendati ons, including
the foll ow ng:

The BID has hired a new consultant, who currently naintains
all mnutes and financial records in the BID s office.

The BID asserts that all statenents nmade in its Annual
Reports are accurate and support ed.

At | east two nenbers of the Executive Board will review bank
reconcil i ati ons, expense vouchers, and financial statenents.

The BI D now uses the Qui ckBooks computer programfor
mai nt ai ni ng accounts receivabl es.

Vouchers are witten and approved by at |east two Executive

Commi ttee Menbers. Checks are then approved and signed by
two Executive Conmittee Menbers.

The BID will seek conpetitive bids for all contracts in
excess of $5,000 as they come up for renewal .

kkkikkkkhkkkhk*k

DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Audit of Internal Controls and Operating Practices of the
FI at bush Avenue Busi ness | nprovenent District (BID)

Audit # MHOL1-116A

Conptroller’s Audit Library # 7230
| ssued: May 18, 2001

Monetary Effect: None

I nt roducti on

This audit assessed the Fl atbush Avenue Busi ness
| mprovenent District’s (Flatbush Avenue BID) conpliance with
regul ati ons and statutes in relation to its District Plan and
contract with the New York Gty Departnent of Business
Services (DBS). It also evaluated the adequacy and
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effectiveness of the BID s internal controls in relation to
its disbursenents, receipts, performance of accounting
functions, subm ssion of required reports to oversight
authorities, and conpliance with City contract requirenents.

Resul ts

The Fl at bush Avenue BI D has been successful in providing
suppl enental sanitation, security, and graffiti renoval
services. As a result, the area covered by the Fl atbush
Avenue BID is a cleaner and safer place today than it was in
1982 when the BID was first incorporated.

The overall responses to questions relating to the
suppl enental services provided by the BID of 219 busi nesses
owners in the district were positive.

However, there are sone weaknesses that the BID shoul d
address. The BID does not have a designated official to take
on the financial duties of the BID during the absence of the
Executive Director—especially while he is on vacation or
becones ill. The BID is not adequately nonitoring the work
hours of the two sanitation workers enployed by the private
contractor. In addition, the BIDis not in conpliance with
DBS procurenent requirenents and did not establish witten
gui delines for the procurenent of goods and services as set
forth inits contract with DBS, Article 7 -8 7.009.
Furthernore, the BID did not solicit conpetitive bids from
three outside vendors when it procured the services of
out side vendors to perform suppl enental services.

To address the findings, the audit made siXx
recommendati ons i ncluding that the Flatbush Avenue BI D
shoul d: designate and train a nenber of the Board to take on
the financial duties and responsibilities of the Executive
Director during his absence fromthe office; ensure that the
sanitation workers sign in their arrival tine at the
begi nning of their workday and sign out their departure tine
at the end of each workday; and conply with DBS procurenent
regul ations to solicit three responsible and conpetitive
bi dders for all products and services contracted by the BID

The Fl at bush Avenue BID i npl enented the recomendati on
regardi ng ti nekeepi ng procedures. However, it did not concur
with the issues regarding their procurenent procedures and
had problens with three of the questions included in the
auditors’ questionnaire.
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Updat e

The Fl at bush Avenue BID reported that it has inplenented
four recomendati ons as foll ows:

The Fl at bush Avenue BID has invited all Fl atbush Bl D
merchants to BID board neeti ngs.

The president of the BID has the responsibilities of the BID
director when the director is absent.

The sanitation workers sign in when they arrive and sign out
when they | eave.

The Fl atbush Avenue BID reported that it chose the nost
responsi ve and conpetitive bids for the two bi g budget
itens: sanitation and security.

kkkikkkkhkkik*

DEPARTMENT OF BUSI NESS SERVI CES ( DBS)

Fi nanci al and Operating Practices of the Bryant Park Managenent
Corp. Business Inprovenent District (Bryant Park BI D)

Audit # MIO01-142A

Conptroller's Audit Library # 7245
| ssued: June 5, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned whether the Bryant Park Managenent
Corp. Business Inprovenment District (Bryant Park BlI D) had
adequate and effective internal controls and accountability
of its funds, and assessed the Bryant Park BID s conpliance
with regul ati ons and statutes applicable to its governance.
The scope of our audit was fiscal year 2000 (July 1, 1999, to
June 30, 2000).

Al'l BIDs nust sign contracts with the New York City
Departnment of Business Services (DBS), the City agency that
supervi ses and oversees all BIDs. DBS is responsible for
deternmi ni ng whether each BIDis in conpliance with its
district plan and its contract with DBS.
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The Bryant Park Restoration Corporation (BPRC) was
i ncorporated by the State of New York on February 20, 1980,
with the goal of restoring the historic Bryant Park. In 1983,
the Bryant Park BI D was incorporated under the unbrella of
BPRC. Measured by revenue from assessnents, the Bryant Park
BID was the 11'" largest of the 40 BIDs in New York City in
fiscal year 2000; the BID s fiscal year 2000 revenue from
assessnents total ed $950,000. In fiscal year 2000, the
conbined entities (Bryant Park BI D and BPRC) reported total
revenues of $3,339,464. (BPRC naintains the accounting
records for the different operations under its
adm ni stration, including the BID.)

Resul ts

Since its establishment, the Bryant Park BI D, has been
successful in providing supplenental services to Bryant Park
and has introduced carefully chosen conmerci al uses and
speci al progranms of the Park. The Bryant Park BIDis the only
BID that was fornmed for the purpose of renovating and
mai ntaining a New York Gty park. Under an agreenent with
the Gty and the New York Public Library, BPRC assuned al
responsibility for the naintenance of the Park and the
managenent of the concessions of the Park

The BID received 120 responses to a February 2001 survey
of 300 BID nenbers and | ocal residents. The overall response
to questions relating to BID services was positive: 83
percent of the respondents believed that conditions in the
Park had greatly inproved over the past ten years. 1In
addition, 90 percent believed that the BID s role was very
i mportant in continuing the Park’s inprovenent.

The Bryant Park BID supplenments the safety and
enf orcenment services provided by the New York City Police
Departnent (NYPD) by providing its own security services. In
the BID s survey, 88 percent of the respondents believed that
security had significantly inproved over the past ten years.
The Bryant Park BID al so supplenents City sanitation services
in the Park with its own sanitation services. Eighty-six
percent of the survey respondents felt that cleanliness of
the streets and sidewal ks had i nproved over the | ast ten
years.

The conbined entities generally had good internal
controls over receipts and di sbursenments, accounting
functions, procurenent requirenents, and payroll functions.
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However, there were m nor weaknesses in regard to its | eave
and procurenent practices.

The BI D does not properly track the vacation | eave used
by its salaried enployees to ensure that they do not exceed
t heir annual vacation allowance. The Bryant Park BID
generally conplied with DBS's and its own policies and
procedures for procurenment. The BID did obtain proper
aut hori zation for seven of eight contracts reviewed.
However, there was one instance in which the purchasing files
did not contain docunentation indicating that the BID
obt ai ned approval from DBS for a sole source contract
totaling $10, 000.

The audit resulted in the follow ng two recommendati ons
that the BI D shoul d:

More cl osely nonitor vacation | eave use of its salaried
enpl oyees to ensure that they do not exceed their vacation
| eave al | owances.

Ensure that it follows its policies and procedures regarding
sol e source procurenents and submts an approval request
letter to DBS before paying for these services.

In its response, the BID generally agreed with the
audi t’ s recommendati ons.

Updat e
The BID did not provide foll owup informtion.
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ADM NI STRATI ON FOR CHI LDREN S SERVI CES ( ACS)

Audit of the Cty of New York’s Admnistration for Children’s
Services Data Processing Controls and Procedures

Audi t #7A00- 151

Conmptroller’s Audit Library # 7151
| ssued: January 2, 2001

Monetary Effect: Not Applicable

I nt roducti on

This audit evaluated (1) the adequacy of the Data
Center’s disaster recovery plans, program change contro
procedures, data security procedures, physical security
procedures, and operational procedures for protecting ACS
conmput er assets and information, and (2) the Data Center’s
conpliance with the Conptroller’s Internal Control and
Accountability Directive #18, Cuidelines for the Managenent,
Protection and Control of Agency Information and |Information
Processi ng Systens.

Resul ts

During our review of ACS Data Center data processing
controls and procedures, we found that the Data Center has
data backup procedures in place. W also found that ACS Data
Security staff appropriately restricts the installation and
transm ssion of unauthorized files over ACS conputer
networ ks and that ACS has policies in place for restricting
unaut hori zed entry into the Data Center room

However, we found weaknesses in the follow ng areas:

The Data Center does not have a di saster recovery plan, thus
| eavi ng ACS vul nerabl e to business disruption in the event
of a disaster;

Dat a Center nmanagenent has no change-control program
policies and procedures to preclude the Iikelihood of new or
nodi fied prograns being put into production before they have
been aut horized for use;

Conmput er network security controls over dial-in access and
adm ni strative access need to be inproved,

The Data Center’s fire protection and physical security

controls need to be inproved to reduce the risk of damage
due to fire or catastrophic weather-rel ated events;
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The Data Center’s conputer hardware and software inventory
controls need to be inproved to mnimze the risk of |oss of
conput er equi pnent and software

We recomended that ACS M S shoul d:

Devel op and inplenent a disaster recovery plan that is in
full conpliance with Conptroller’s Directive #18. This
woul d i nclude maintaining an off-site |l ocation for storing
backup dat a;

Create a formal change control programthat fully neets the
standards of Conptroller’s Directive #18 and the GAO Federa
I nformati on System Controls Audit Manual

Set proper security features for renote dial-in users (i.e.
activate the Call back function, restrict tine of access,
etc);

Review all the ACS Enterprise network accounts wth speci al
privileges, determ ne the nunber of accounts that can be
renoved, and renove those accounts;

Establish fire safety and fire control procedures. Al
staff nenbers should be trained in such procedures;

Secure the Data Center room agai nst environnental risks. A
possi bl e solution, short of relocating the Data Center to a
new and safer |ocation, would be to wall in the wi ndows of
the Data Center room

Conduct annual inventory reconciliation procedures for al
conput er equi pment it uses; and,

Identify and maintain an inventory of the automated systens
and software products that support each business functi on,
i ncludi ng the nunbers and types of software |icenses in use.

We received a witten response from ACS on Decenber 27,
2000. ACS generally agreed to inplenent nost of our
recommendat i ons and commented as fol |l ows:

“ACS M S recogni zes the need for devel opi ng and
i npl enenting better procedures to address disaster recovery,
change managenent and hardware/ software security concerns.
Sonme of these goals will require additional staffing to best
i mpl ement the recomendations. ACS MS will look to put in
place a longer-termstrategic plan that will fully address
conpliance needs in all of these areas. To assist with this
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goal, ACS MS is preparing to hire a consultant to devel op an
infrastructure assessnment study.”

Updat e

ACS reported that it is inplenenting the audit's
recomrendati ons, including the foll ow ng:

ACS is working with a vendor (Veritas) to assist in

devel opi ng a disaster recovery plan to include: a
conprehensive test plan, procedures for plan update and

mai nt enance, a procedure for nmaintaining offsite storage
tapes, and a plan for a data center continuity. ACSis also
wor king with the Human Resources Adm nistration (HRA) and
Veritas to devel op plans and procedures to use HRA's Data
Center facility for backing up ACS data, naintaining backup
tape copies, and providing disaster recovery capability.

ACS is in the process of investigating, devel oping, and
i npl enenting additional security procedures for non-ACS
Ci sco users and renote dial-in users.

ACS staff has been trained to use fire extinguishing

equi pnment and procedures. ACS is also in the process of
devel opi ng and i nplenenting plans to work with the |andlord
to install snoke detectors in the ACS Conputer Data Center
that will be connected to the building s existing
centralized fire alarm system

ACS has installed a 1/4-inch Pl exiglas which covers the

exi sting windows to protect the ACS Data Center room agai nst
envi ronnmental ri sks.

ACS i s devel opi ng procedures to conduct an annual inventory
reconciliation of all conputer equipnent. ACS has al so
defined specifications to solicit a vendor to provide an

i nventory control analyst to: keep track of all site

equi pnent; rel ease equi pnment to LAN staff for installation;
keep track of software |icenses; make sure that unlicensed
software is not installed; nmaintain inventory database and
produce inventory reports; and assist LAN staff in |ocating
conmput er equi pnent.

ACS has developed a plan to identify and maintain an
inventory of systens and software products, including the
nunbers and types of software |icenses used.

kkhkkkkkkhkk*
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ADM NI STRATI ON FOR CHI LDREN S SERVI CES ( ACS)

Audit Report on Tal bot Perkins Children’'s Services Conpliance
with Its Child Care Agreenent

Audi t #FMDO- 120A

Conmptroller's Audit Library # 7120

I ssued: July 5, 2000

Monetary Effect: Actual Revenue: $254, 174

I nt roducti on

This audit determ ned whether Tal bot Perkins’ Children's
Services (Tal bot Perkins) nmaintai ned adequate interna
controls over its expenses, revenues, and days-of-care
reporting, conplied with certain State and Gty regul ati ons,
and established the final per diemrate for fiscal year 1998.

Tal bot Perkins is a not-for-profit organization in
Manhattan that provides foster care services. These services
include placing individuals frombirth up to age 21 in foster
boar di ng honmes. Foster care providers are reinbursed by the
New York City Adm nistration for Children’s Services (ACS)
for expenses based on an interimper diemrate, which is
limted to the Maxi mum State Aid Rate established by the New
York State O fice of Children and Fam |y Services and ACS.

For the period July 1, 1997, to June 30, 1998 (fiscal year
1998), ACS rei nbursed Tal bot Perkins $7, 740,830 for providing
services to 585 individuals in its foster boardi ng honme
program | n addition, Tal bot Perkins received $246, 845 from
ACS for its Independent Living Skills Program an educati onal
program for individuals who are at |east 14 years of age.

Resul ts

Tal bot Perkins generally conplied with the provisions of
its child care agreenent. It had an adequate system of
internal controls over the recording and reporting of revenue
and expenses. Thus, we are reasonably assured that Tal bot
Perkins’ internal controls over its operations were
sufficient and operating as prescribed by nmanagenent.

However, we did find that Tal bot Perkins owes the City

$201, 828 because of differences between the interimand final
per diemrates. Furthernore, Tal bot Perkins overbilled ACS
by $25,482 for days of care not provided, and had unused
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funds of $26,847 pertaining to its Independent Living Skills
Program As a result, Talbot Perkins owed the Gty $254, 174.

Furt her, Tal bot Perkins’ reported $115,625 in costs on
its Report of Actual Expenditures DSS-2652 that shoul d not

have been charged to its foster boardi ng home program

However, since Tal bot Perkins’ programcosts still exceeded
its reinbursenents after these inproper charges were
deducted, no recoupnent of funds was warranted. [In addition,

Tal bot Perkins received paynents totaling $44,571 from ACS
for providing initial clothing allowances for individuals
entering its foster boarding hone program However, Tal bot
Perkins did not maintain any receipts for initial clothing
al | owances.

Furt hernore, Tal bot Perkins’ placenment of children in 22
of 27 sanpled foster boarding homes did not conply with State
regul ati ons and the occupancy limts established by Tal bot
Perkins. In sonme cases, the nunber of children placed in the
boar di ng hones exceeded occupancy limts established by the
State. In other cases, the age or gender of children placed
did not conply with the requirenents established by Tal bot
Perkins. As a result, the City could | ose $343,305 in State
and Federal funding for the inproper placenents nmade by
Tal bot Perkins in the 22 foster boarding hones.

Finally, Talbot Perkins did not have Annual
Recertification Summaries for 14 of 35 foster boardi ng hones
for the 1997-1998 period and coul d not provide evidence that
foster parent clearances were obtained for 2 of the 35 foster
boar di ng hones.

The audit resulted in 11 recomendations, including that
Tal bot Perkins remt $254,174 to the Cty, report its
expenses and its days-of-care accurately, in accordance wth
New York State and ACS regul ations, and adhere to State
regul ati ons when placing children in foster boardi ng hones.
The report al so reconmended that ACS ensure that Tal bot
Perkins conplies with the report’s reconmrendati ons.

ACS agreed with the report’s findings and
recommendati ons, and responded that its wll seek
rei mbursenent of the $254,174 Tal bot Perkins owes the City.
ACS al so responded that Tal bot Perkins would include only
those expenses all owed by ACS and New York State Regul ations
on the DSS-2652 Report of Actual Expenditures and nake every
effort to report its days-of-care accurately. In addition,
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ACS stated that it will nonitor the adequacy of foster hone
certifications of contract agencies and that it wll work
closely with Tal bot Perkins to inplenent the report’s
reconmendat i ons.

Updat e

ACS reported that Tal bot Perkins is inplenenting the
audit's recomendations, including the foll ow ng:

As of January 2002, ACS has recouped $175, 000 of the
$254,174 owed. The renumining $79,174 is being deducted from

Tal bot Perkins' nonthly advances and will be recouped by
April 2002.

Tal bot Perkins' Ofice of Conpliance is nonitoring that
caseworkers accurately report the novenent of children in a
timely manner. The casewor ker prepares a "novenent fornt
that is entered in a conputer systemthat allows paynent to
the foster parent. ACS perforns quarterly reconciliations
to ensure accuracy of paynents, rates, and care days to
foster parents.

Foster parents nust provide receipts for initial clothing
expenses.

ACS Internal Audit Unit nonitors Tal bot Perkins' conpliance
with State regul ations regardi ng pl acenent.

kkkikkkkhkkkik*

ADM NI STRATI ON FOR CHI LDREN S SERVI CES ( ACS)

Audit Report on Harlem Dow ing-Wst Side Center’s Conpliance
with Its Child Care Agreenent

Audi t #FMDO- 180A

Conmptroller's Audit Library # 7178

| ssued: March 15, 2001

Monetary Effect: Actual Revenue: $276, 124

I nt roducti on

This audit determ ned whet her Harl em Dow i ng- West Si de
Center for Children and Fam |y Services (Harlem Dow i ng)
mai nt ai ned adequate internal controls over its expenses,
revenues, and days-of-care reporting, conplied with certain
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State and City regul ations, and established the final per
diemrate for fiscal year 1998.

Harlem Dowling is a not-for-profit organi zation in
Manhattan that provides foster care services. These services
include placing individuals frombirth up to age 21 in foster
boar di ng honmes. Foster care providers are reinbursed by the
New York City Adm nistration for Children’s Services (ACS)
for expenses, based on an interimper diemrate that is
limted to the Maxi mum State Aid Rate established by the New
York State O fice of Children and Fam |y Services and ACS.
For the period July 1, 1997, to June 30, 1998 (fiscal year
1998), ACS rei nbursed Harl em Dow i ng $12, 042,982 for
providing services to 1,223 individuals in its foster
boardi ng hone program In addition, Harlem Dow ing received
$351,918 from ACS for its Independent Living Skills Program
an educational programfor individuals who are at |east 14
years of age.

Results

Harl em Dowl i ng generally conplied with the provisions of
its child care agreenent. It had an adequate system of
internal controls over the recording and reporting of revenue
and expenses. However, the audit found that Harlem Dow ing
owes the City $276, 124 because of differences between the
interimand final per diemrates and for excess days of care
not provi ded.

The audit resulted in five recomendati ons, including
that Harlem Dowing remt $276,124 to the City and report its
expenses and its days of care accurately, in accordance with
New York State and ACS regul ations. The report also
recommended that ACS ensure that Harlem Dowing conplies with
the report’s recomendati ons.

ACS agreed with the report’s findings and
recommendati ons, and responded that Harlem Dowing will remt
the $276,124 owed to the City. ACS also responded that
Har|l em Dowl i ng woul d i nclude only those expenses all owed by
ACS and New York State Regul ations on the DSS-2652 Report of
Actual Expenditures, and nake every effort to report its
days-of-care accurately. 1In addition, ACS stated that it
will work closely with Harlem Dowling to inplenent the
report’s recommendati ons.
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Updat e

ACS reported that Harlem Dowling is inplementing the
audit's recomrendati ons as foll ows:

Harl em Dowl i ng agreed to remt the $276,124 it owes to the
Cty. ACS sent HarlemDowing witten notice of the termns
of repaynent and recouped the noney.

Harl em Dowling will review applicable ACS and State
regul ations to ensure that only all owabl e expenses are
i ncluded on the DSS-2652 report.

Har|l em Dowl i ng nmai ntains two years of records on-site, and
records ol der than two years are stored at an off-site
| ocati on.

Harl em Dow i ng will report days-of-care accurately and in
accordance wth ACS and State regul ations. ACS perforns
quarterly reconciliations to ensure accuracy of paynents,
rates, and care days. ACS will nake adjustnments for anounts
due to or fromACS. Moreover, ACS conducts a year-end
reconciliation to review reported expenses and ACS paynents.

ACS has given HarlemDowing witten notice that they are
required to conply with the audit's recommendati ons.

R I I I

ADM NI STRATI ON FOR CHI LDREN S SERVI CES (ACS)

Audit Report on Good Shepherd Services’ Conpliance with Its
Child Care Agreenent

Audi t #FMDO- 181A

Conptroller's Audit Library # 7273

| ssued: June 19, 2001

Monetary Effect: Actual Revenue: $29, 386

I nt roducti on

This audit determ ned whet her Good Shepherd Services
(Good Shepherd) maintai ned adequate internal controls over
its expenses, revenues, and days-of-care reporting; conplied
with certain State and City regul ations; and was paid on the
appropriate per diemrate for fiscal year 1999.
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Good Shepherd, a not-for-profit organization, provided
foster care services to approxinmately 800 individuals in
fiscal year 1999. Foster care providers are reinbursed by
the New York City Adm nistration for Children's Services
(ACS) for expenses, based on an interimper diemrate that is
limted to the Maxi mum State Aid Rate established by the New
York State O fice of Children and Fam |y Services and ACS.
During fiscal year 1999, ACS rei nbursed Good Shepherd
$11, 189, 136 for providing services to individuals inits
foster care prograns. In addition, Good Shepherd received
$272,873 from ACS for its Independent Living Skills Program
an educational programfor individuals who are at |east 14
years of age.

Resul ts

Good Shepherd generally conplied with the provisions of
its child care agreenent. It had an adequate system of
internal controls over the recording and reporting of revenue
and expenses. Thus, we are reasonably assured that Good
Shepherd’s internal controls over its operations were
sufficient and operating as prescribed by nmanagenent.

However, the audit found that Good Shepherd owes the City
$29, 386 because of differences between the interimand fina
per diemrates and for excess days of care not provided.

The audit recomended that Good Shepherd remt $29, 386
to the Gty and report its expenses and its days-of-care
accurately, in accordance with New York State and ACS
regul ations. The report also recommended that ACS ensure
t hat Good Shepherd conplies with the report’s
reconmendati ons.

ACS agreed with the report’s findings and
recommendati ons, and stated that Good Shepherd agreed to
remt the $29,386 to the Cty. ACS also responded that Good
Shepherd woul d include only those expenses all owed by ACS and
New York State Regul ations on the DSS-2652 Report of Actua
Expendi tures, and nake every effort to report its days-of-
care accurately.

Updat e

ACS reported that Good Shepherd Services is inplenmenting
the audit's recommendati ons as fol |l ows:
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Good Shepherd agreed to remt the $29,386 it owes to the
Cty. ACS sent Good Shepherd witten notice of the terns of
repaynment and has recouped t he noney.

Good Shepherd will review applicable ACS and State
regul ations to ensure that only all owabl e expenses are
i ncl uded on the DSS-2652 report.

Good Shepherd will nmake every effort to safely store and
mai nt ai n docunents and records needed to support al
information reported to the State.

Good Shepherd will report days-of-care accurately and in
accordance with ACS and State regul ations. ACS perforns
quarterly reconciliations to ensure accuracy of paynents,
rates, and care days. ACS will nake adjustnments for anounts
due to or fromACS. Mreover, ACS conducts a year-end
reconciliation to review reported expenses and ACS paynents.

ACS has given Good Shepherd witten notice that they are
required to conply with the audit's reconmendati ons.

kkkikkkkikkhk*k

ADM NI STRATI ON FOR CHI LDREN S SERVI CES ( ACS)

Audit Report on Inwood House’'s Conpliance with Its Child Care
Agreement July 1, 1997, to June 30, 1998

Audit # FNOO- 156A

Conmptroller’s Audit Library # 7122

| ssued: July 10, 2000

Monetary Effect: Actual Revenue: $99, 667

I nt roducti on

| nwood House Child Care Agency (lnwood) is a not-for-
profit organization in Manhattan that provides such foster
care services as housing and maternity care for unwed
pregnant wonen up to the age of 18 (21 if they are still in
school ) and housing for the nothers and their newborn
chil dren at designated boardi ng hones. Foster care providers
are rei nbursed for expenses based on a per diemrate, which
islimted to the Maxi mum State Aid Rate established by the
New York State O fice of Children and Fam |y Services and the
New York City Adm nistration for Children’s Services (ACS).

This audit determ ned whether | nwood nai ntai ned adequate
internal controls over the reporting of expenses, revenues,
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and days-of-care; was paid based on the appropriate per diem
rate; and conplied with certain ACS regul ati ons. ACS

rei nbursed | nwood $2, 332,519 for providing services to 271
individuals in its prograns for the period July 1, 1997, to
June 30, 1998 (fiscal year 1998). In addition, |nwood

recei ved $207, 703 from ACS for its Independent Living Skills
Program—an educational programfor individuals in its care
who are at | east 14 years of age.

Resul ts

| nnood generally conplied with the provisions of its
child care agreenent. It had an adequate system of interna
controls over the recording and reporting of revenue and
expenses. Thus, there was reasonabl e assurance that |nwood’ s
internal controls over its operations were sufficient and
operating as prescri bed by managenent. | nwood, however, did
not return to ACS, unused funds pertaining to its |Independent
Living Skills Program and nade sone minor errors in the
recording and reporting of its revenue and expenses. As a
result, Inwod owed the City $104, 368.

In addition, |Inwod reported $166, 139 in costs that
shoul d not have been charged to its foster care prograns.
Because I nwood's program costs still exceeded its
rei nmbhursenments after these inproper charges were deducted, no
recouprment of funds was warranted.

The report reconmended that |nwood House remt $104, 368
tothe City, report its expenses and its days-of-care
accurately and in accordance with New York State and ACS
regul ations. The report also recommended that ACS ensure
that I nwod conplies with the report's reconmendati ons.

ACS replied for I nwod House and itself in which both
entities agreed with the audit's findings and
recommendati ons. ACS responded that |nwood agreed to repay
ACS $104, 272—$96 | ess than the anmount cited in the audit due
to an adjustnent in days-of-care; include only those expenses
al l oned by ACS and New York State Regul ati ons on DSS-2652,
Report of Actual Expenditures; and nake every effort to
report its days-of-care accurately. ACS stated that it wll
work closely with | nwood House to inplenment the
reconmendati ons.
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Updat e

ACS reported that |Inwood House is inplenmenting the
audit's reconmmendations as foll ows:

ACS adjusted the final anmount that Inwood owes the Gty from
$104, 272 to $99, 667 because | nwood incurred 153 days of care
not reinbursed by ACS. ACS has recouped the $99, 667 from

| nwood.

I nwood will include only all owabl e expenses on the DSS-2652
report according to ACS and New York State regul ations.

Inwood will nmake an effort to accurately report its days of
care in accordance with ACS and New York State regul ations.
ACS perforns quarterly reconciliations to ensure accuracy of
paynents, rates, and care days. ACS will nake adjustnents
for anmounts due to or fromACS. Moreover, ACS conducts a
year-end reconciliation to review reported expenses and ACS
paynents.

R b I I

ADM NI STRATI ON FOR CHI LDREN S SERVI CES ( ACS)

Audit Report on Father Flanagan's Boys Town of New York and Its
Conpliance with Its Child Care Agreenent July 1, 1998, to June
30, 1999

Audi t# FNO1- 136A

Comptroller’s Audit Library # 7217

| ssued: April 27, 2001

Monetary Effect: Actual Revenue: $8,499

I nt roducti on

Fat her Fl anagan's Boys Town of New York (Father
Fl anagan) is a not-for-profit organization in Brooklyn that
provi des foster care services. Foster care providers are
rei nbursed for expenses based on a per diemrate, which is
limted to the Maximum State Aid Rate established by the New
York State O fice of Children and Fam |y Services and the New
York City Administration for Children’'s Services (ACS).



Children’s Services, Administration for

This audit determ ned whet her Father Fl anagan mai nt ai ned
adequate internal controls over the reporting of expenses,
revenues, and days-of-care; was paid based on the appropriate
per diemrate; and conplied with certain ACS regul ations. ACS
rei mbursed Fat her Fl anagan $1, 349,934 for providing services
to 41 individuals inits prograns for the period July 1,

1998, to June 30, 1999 (fiscal year 1999). In addition,

Fat her Fl anagan received $20,009 from ACS for its |ndependent
Li ving Skills Program—an educational program for individuals
inits care who are at |east 14 years of age.

Resul ts

Fat her Fl anagan generally conplied with the provisions
of its child care agreenent. It had an adequate system of
internal controls over the recording and reporting of revenue
and expenses. Thus, there was reasonabl e assurance that
Fat her Fl anagan’s internal controls over its operations were
sufficient and operating as prescribed by managenent.

However, Father Flanagan owes the City $8, 499 because of

di fferences between the interimand final rates, and errors
in the reporting and recording of certain revenues, expenses,
and days- of - care.

In addition, Father Flanagan reported $114,996 in costs
that shoul d not have been charged to its foster care
progranms. These expenses included $49, 907 in undocunent ed
expenses, and $65,089 in expenses not allowed under New York
State and ACS regul ati ons. These disall owed costs did not
result in an assessnent because the final rates cal cul ated
(based on total programcosts) exceeded the interimrates
pai d by ACS.

The report reconmmended that Father Flanagan renmt $8, 499
tothe City, report its expenses and its days-of-care
accurately and in accordance with New York State and ACS
regul ati ons, and mai ntain supporting docunentation for al
reported expenses. The report al so recommended that ACS
ensure that Father Flanagan conplies with the report's
reconmendati ons.

ACS responded for Father Flanagan and itself stating
that both entities agreed with the audit's findi ngs and
recommendati ons. ACS responded that Father Fl anagan agreed to
repay ACS $8,499; ensure that only those expenses all owed by
ACS and New York State Regul ations are included on its Report
of Actual Expenditures, DSS-2652; and nake every effort to
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mai ntai n records supporting all reported expenses. ACS
further stated that Father Flanagan has i npl enented
procedures to ensure that days-of-care are reported
accurately and in accordance with ACS and New York State
Regul ati ons.

Updat e

ACS reported that Father Flanagan has inplenented the
audit's recomendations as fol |l ows:

ACS will recover fromthe ACS March 2002 payout, the $8, 499
owed by Father Fl anagan determ ned by the audit assessnents
for fiscal years 1993-1995.

Fat her Fl anagan will review ACS and New York regulations to

ensure that only all owabl e expenses are included on the DSS-
2652 report.

Fat her Fl anagan now has a fully inplenented database, which

is used to nmaintain docunents for the current year and prior
year expenses.

Fat her Fl anagan will maintain and accurately report its days
of care in accordance with ACS and New York State

regul ations. ACS perforns quarterly reconcilations to
ensure accuracy of paynments, rates, and care days. ACS wl|
make adj ustnents for amounts due to or from ACS. Moreover
ACS conducts a year-end reconciliation to review reported
expenses and ACS paynents.

R I I S I

ADM NI STRATI ON FOR CHI LDREN S SERVI CES ( ACS)

Audit Report on Brooklyn Society for the Prevention of Cruelty
to Children and Its Conpliance with Its Child Care Agreenent

July 1, 1999, to June 30, 2000
Audit # FNO1- 152A

Conptroller’s Audit Library # 7239
| ssued: May 30, 2001

Monetary Effect: None
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I nt roducti on

Br ookl yn Society for the Prevention of Cruelty to
Chil dren (Brooklyn Society) is a not-for-profit organization
in Brooklyn that provides foster care services. Foster care
provi ders are reinbursed for expenses based on a per diem
rate, which is limted to the Maxi num State Aid Rate
established by the New York State O fice of Children and
Fam ly Services and the New York City Adm nistration for
Children’s Services (ACS).

This audit determ ned whet her Brooklyn Society
mai nt ai ned adequate internal controls over the reporting of
expenses, revenues, and days-of-care; was paid based on the
appropriate per diemrate; and conplied with New York State
and ACS reqgulations. FromJuly 1, 1999, to June 30, 2000, ACS
rei mbursed Brooklyn Society $1, 281,622 for providing services
to 156 individuals. Brooklyn Society also received $30, 303
fromACS for its Independent Living Skills Program—an
educational programfor individuals inits care who are at
| east 14 years of age, and $28,761 for its Substance Abuse
Program—an educati onal program designed to prevent drug use.

Results

Br ookl yn Soci ety generally conplied with the provisions
of its child care agreenent. It had an adequate system of
internal controls over the recording and reporting of revenue
and expenses. Thus, there was reasonabl e assurance that the
anounts that Brooklyn Society reported to ACS were accurate,
and that the reported expenses were appropriately docunented
and were in accordance with New York State and ACS
regul ati ons. However, Brooklyn Society reported $1,507 in
costs not allowed by New York State and ACS regul ati ons.

The report recommended that Brooklyn Society include
only those expenses allowed by ACS and New York State
Regul ations on its Report of Actual Expenditures DSS-2652

ACS responded for Brooklyn Society and itself stating

that both entities agreed with the audit's findings and
reconmmrendat i on.
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Updat e

ACS reported that Brooklyn Society for the Prevention of
Cruelty to Children is inplenenting the audit's
recommendat i on.

kkkikkkkikkkik*

ADM NI STRATI ON FOR CHI LDREN SERVI CES ( ACS)

Audit of the Martin de Porres Day Care Center’s Conpliance wth
its Contract wth the New York Cty Admnistration for
Children’s Services (ACS)

Audit # FPOO- 136A

Conptroller's Audit Library # 7136

| ssued: Novenber 9, 2000

Monetary Effect: Potential Revenue: $29, 037

I nt roducti on

The Martin de Porres Day Care Center (Martin de Porres)
sponsored by La Alianza de Damas Uni das, de Brooklyn, Inc.,
is a not-for-profit corporation which contracts with the
Adm ni stration for Children’'s Services (ACS) to provide day
care services to eligible children. Martin de Porres
provi des early chil dhood education, health nutrition, and
social services to families and children in the community.
During programyear 1999, Martin de Porres received
approximately $1 million from ACS to provide day care
services to approximately 231 children. In addition, Martin
de Porres received $315,606 fromthe New York State
Departnment of Health (NYS DOH) Child and Adult Care Food
Programto provide breakfast and |unch at the center.

This audit determ ned whether Martin de Porres conplied
with its day care contract.

Resul ts

The audit found weaknesses in Martin de Porres’s
financial and operating procedures that made it difficult to
account for all revenue and expenses. In addition, Martin de
Porres did not conply with certain provisions of its day care
contract. Specifically, we found that Martin de Porres:
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Failed to return unspent day care funds totaling $29, 924, as
required by its contract with ACS

Undercharged parents for tuition fees by $21, 783 and used
$6,254 in tuition fees to pay for non-programrel ated
expenses.

Coul d not account for tuition fees totaling $1, 265 col | ected
from parents.

Failed to maintain conplete records for donations and
revenue fromfund-raising activities. Mreover, this incone
was not identified on Martin de Porres’s certified financial
st at enent s.

| ssued 333 checks totaling $260,207 w thout two authorized
signatures as reconmended by ACS. During the |ast quarter of
program year 1999 Martin de Porres started to require two
signatures; therefore, 97 checks issued had both signatures.
It should be noted Martin de Porres provided us with
docunent ati on showi ng that $255, 147 of the $260, 207 was for
| egitimate programrel ated expenses.

Did not maintain docunentation (i.e., invoices, receipts,
etc.) for two disbursenents totaling $5,060. Therefore, we
could not determne the legitimacy of these expenses.

Failed to maintain personnel files for five forner

enpl oyees. Therefore we could not determ ne the

appropri ateness of paynents totaling $1,531 nade to these
i ndi vi dual s.

D d not provide docunents showi ng that appropriate
background i nvestigations were carried out on 49 of the 54
enpl oyees with personnel files.

D d not provide docunents, as required by its contract with
ACS, showi ng that 18 of the 54 enpl oyees with personne
files had conpleted training in the identification,
reporting, and prevention of child abuse and naltreatnent.

Pai d approxi mately $10,037 in sal aries based on 982 hours
that were not recorded on the enployees’ tine records or
charged to their vacation or sick |eave tine bal ances.

Fail ed to maintain docunmentation show ng that conpensatory
time used by three enpl oyees was actual ly earned.

The audit rmade ni ne recommendations to Martin de Porres,
i ncluding that it shoul d:

51



Children’s Services, Administration for

Cal cul ate, deposit, and use tuition fees in conpliance with
ACS gui del i nes.

Mai ntai n conpl ete and accurate records for all private funds
col | ect ed.

Ensure that all future certified financial statenents
i ncl ude revenue generated and expenses incurred from
donati ons and fund-rai sing activities.

Ensure that it obtains the required background checks of al
enpl oyees.

The audit al so made three recomendati ons to ACS,
including that it shoul d:

Ensure that Martin de Porres conplies with the report’s
reconmendat i ons.

Ensure that Martin de Porres returns all unused program
funds in accordance with its contract.

Inits response, ACS indicated that Martin de Porres has
al ready i nplenmented nmany of the recomendati ons.

Updat e
ACS reported that Martin de Porres has inplenmented al
of the audit's reconmendations. ACS will nonitor the program

to ensure conpliance with its contract.

ACS has informed Martin de Porres of the anmount of
unspent day care funds due to ACS, which was reduced to
$29,037. ACS will request that the program submit a certified
check for $29,037, or starting with the July 2002
di sbursenment, ACS will deduct $5,000 per nmonth until the
$29, 037 i s recouped.

kkkikkkkhkkhk*k

ADM NI STRATI ON FOR CHI LDREN S SERVI CES ( ACS)

Audit of the Shirley ChisholmDay Care Center, Inc., Conpliance
with its Contract with the New York Gty Admnistration for
Children’s Services (ACS)

Audit # FPO1- 086A

Conptroller's Audit Library # 7274
| ssued: June 22, 2001

Monetary Effect: None
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I nt roducti on

Shirley ChisholmbDay Care Center, Inc. (Center) was
established in 1972 to “offer a program of daily activities
desi gned to enhance the physical, enotional, social, and
intellectual well-being of the children.” During fiscal year
2000, the Center received $2,361,303 fromthe City's
Adm nistration for Children’s Services (ACS) to provide Day
Care services to approximtely 515 children. In addition, the
Center received $314,398 fromthe New York State Departnent
of Health (NYS DOH) Child and Adult Care Food Program ( Food
Progran) to provide breakfast and lunch at the Center.

This audit determ ned whether the Center conplied with
its day care contract.

Resul ts

The audit found weaknesses in the Center’s financial and
operating procedures that made it difficult to account for
all revenue and expenses. In addition, the Center did not
conply with certain provisions of its day care contract.
Specifically, the Center:

Undercharged parents for tuition fees by $17,415 and used
$6,523 in tuition fees to pay for non-programrel ated and
undocunent ed expenses.

Did not provide docunentation supporting tuition fees
coll ected at one of the day care sites.

Did not naintain conplete docunentation supporting the
collection of private fees at one of its three day care
sites.

Failed to maintain conplete records for revenue from fund-
rai sing activities.

Did not nmaintain conplete docunentation for one di sbursenent

totaling $7,211. Therefore, we could not determ ne the
| egitimacy of this expense.

| ssued checks fromits bank accounts that were signed by two
board nenbers who are brother and sister.

Failed to obtain bids for six purchases of equi pnent greater
that $1,000, as required by its contract with ACS.
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Did not naintain docunentation supporting the allocation of
certain enpl oyee work hours that were charged to the Food
Program

Loaned private tuition funds to a | ocal business owner for
t he expansi on of his business.

D d not provide docunents showi ng that appropriate
background investigations were carried out for 14 of its
enpl oyees.

The audit nmade nine recommendations to the Center. Anpbng
the maj or recomendations in the report was that the Center
shal | :

Cal cul ate, deposit, and use tuition fees in conpliance with
ACS gui del i nes.

Mai ntain conpl ete and accurate records for all private funds
col | ect ed.

Ensure that it obtains the required background checks of al
enpl oyees.

Obtain bids for the purchase of services or equipnent
greater than $1, 000.

The audit al so recommended that ACS closely nonitor the
Center to ensure that it conplies with the report’s
recommendat i ons and operates in accordance with ACS
gui del i nes.

In its response, ACS indicated that it would work
closely with the Center to ensure that all recomrendations
are inplenented and deficiencies are corrected.

Updat e

ACS reported that the Shirley Chishol mDay Care Center
is inmplenmenting the audit's recomrendations, including the
fol | ow ng:

The Center has advised parents, in witing, of the correct
fees and has begun charging the correct fees as of July 1,
2001. ACS has verified that the Center is charging the
correct fees. The Center is also nmaintaining proper fee
records at all sites and all funds fromfees are included in
its financial statements.
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The Center is recording and docunenting all expenses and
paynents.

The Center will solicit bids when the cost of equi pnent or
servi ces exceeds $1, 000.

The Center is using funds fromprivate tuition fees for
program enri chnment in accordance with ACS gui deli nes.

Al'l enpl oyees have the required cl earance and crimna

record checks on file. Al enployees will conplete training
in the identification, reporting, and prevention of child
abuse and mal treat nment.

ACS has verified that the Center has taken corrective
actions and will continue to nonitor the Center to ensure
its conpliance with the audit's recomendati ons.

kkkikkkkikkhk*k

ADM NI STRATI ON FOR CHI LDREN S SERVI CES ( ACS)

Audit of the Faith, Hope & Charity Day Care Conpliance with its
Contract with the New York Cty Admnistration for Children's
Servi ces

Audit # MEOO- 069A

Conptroller’s Audit Library # 7168
| ssued: February 27, 2001
Monetary Effect: None

I nt roducti on

The audit assessed the conpliance of Faith, Hope &
Charity Community Services, Inc. (Faith, Hope & Charity) wth
its contract wwth the Adm nistration for Children's Services
(ACS) to provide day care services in the Brownsville, QOcean
Hill, East New York, Crown Heights, and Bedford- Stuyvesant
areas of Brooklyn.

During fiscal year 1999, Faith, Hope & Charity was under
contract with ACS to provide day care services for 917
children. The contract provided for 869 children to receive
ACS- subsi di zed services at the organization’s six centers,
and for 48 children to receive ACS- subsidized services in 16
Fam |y Day Care (FDC) providers’ hones. (In addition, both
the centers and FDC hones provided services to sone private
students.) For fiscal year 1999, Faith, Hope & Charity
recei ved $4, 560,080 through its contract with ACS; it al so
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recei ved $995,592 fromthe U S. Departnent of Agriculture' s
Child and Adult Care Food Program

Resul ts

Faith, Hope & Charity was in conpliance with sone of the
nost critical provisions of its contract with ACS.
Specifically, the organi zation ensured that: the centers and
FDC hones were naintained in a safe and sanitary condition
that teacher-to-student ratios were within state guidelines;
that FDC providers generally conplied with applicable State
regul ations; and that Faith, Hope & Charity spent ACS funds
on legitimate expenses related to the operations of its day
care prograns. Faith, Hope & Charity also conplied with
several of the fiscal requirenents of its contract.

However, there are a nunber of problens with Faith, Hope
& Charity’s financial and operating practices that nmay inpede
the organization's ability to carry out its contracted day
care prograns as efficiently and effectively as possible.
Most of these are in direct violation of the organization’s
contract with ACS

Faith, Hope & Charity’s enploynent of several famly
menbers of current enployees was in violation of the
organi zation’s contract with ACS. The instances of nepotism
that we found call into question the objectivity and
prof essionalismof Faith, Hope & Charity’s hiring practices
and the ability of supervisory staff to fairly evaluate and
properly nmanage staff nenmbers. |In addition, Faith, Hope &
Charity has wi despread record-keeping problens. These are
synpt ons of poor internal controls, and can open the door to
errors, irregularities, or fraud.

Exanpl es of some of the specific problens we found
related to the organization's financial and operating
practices include that Faith, Hope & Charity: has inadequate
ti mekeepi ng procedures for those enpl oyees who work on
mul ti ple prograns; |acked evidence of background checks and
mandatory training for many enpl oyees; could not account for
all of the parent fees collected; did not deposit all private
tuition fees collected into a bank account; and nade some
i nproper purchases using private tuition funds.

This audit made 20 recomendations to ACS and Faith,
Hope & Charity, sone of which are sunmarized bel ow.
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ACS shoul d:

Conduct a thorough investigation into Faith, Hope &
Charity’s hiring and personnel practices.

Assi st Faith, Hope & Charity in developing a tighter
internal control structure.

Monitor Faith, Hope & Charity in the future, conducting
periodic reviews of its records.

Faith, Hope & Charity shoul d:

Inprove its internal control structure and ensure that all
records, including those related to personnel, purchasing,
student attendance, and fees collected, are naintained
accurately and in an organi zed manner.

Devel op detail ed tinmekeepi ng procedures for enpl oyees who
work on nultiple prograns, to ensure adequate controls over
the ti mekeepi ng process.

Qotain all required background checks for current enpl oyees,
and ensure that all required background checks are perforned
for future enpl oyees and providers.

I medi ately arrange for training to detect child abuse and
mal treatment for any current enpl oyees who do not have
training certificates, and ensure that all future enpl oyees
receive this training.

Deposit all private tuition fees collected into a bank
account maintai ned specifically for private tuition funds.

Ensure that all purchases nade using private tuition funds
are to enhance the day care prograns, and that all such
pur chases have sufficient supporting docunentation.

ACS generally agreed with the audit’s findings and
stated that it will work with Faith, Hope & Charity to
i npl enent the audit’s reconmendati ons.

Updat e

ACS reported that Faith, Hope & Charity is inplenenting
the audit's recommendati ons, including the foll ow ng:

Faith, Hope & Charity has been rem nded, in witing, of its
obligations concerning its personnel hiring practices and
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conflict of interest conpliance. The Board of Directors
have attended training sponsored by the Day Care Council and
ACS. Faith, Hope & Charity asserts that there are no
conflicts of interest in its hiring and personnel practices.

ACS has provided Faith, Hope & Charity training and
techni cal assistance in recordkeeping and internal controls.

Faith, Hope & Charity is in conpliance with tinekeeping
procedures for enployees who work on nultiple prograns and
mai ntain separate time records for each programthat the
enpl oyees work on. A supervisor reviews and verifies the
ti mesheets and tinecards.

Faith, Hope & Charity has conpl eted all background checks
for all current enployees.

ACS has assisted Faith, Hope & Charity in arranging training
in child abuse and naltreatnent identification and reporting
for all staff who did not have it.

Faith, Hope & Charity is properly collecting, recording,
reporting, and depositing parent fees into the ACS bank
account .

ACS technical assistance staff nade several field visits to
Faith, Hope & Charity. |In addition, the executive director
provi ded docunentation that the program has i npl enented
corrective actions. Faith, Hope & Charity had no
deficiencies noted in the Fiscal Year 2001 audit report
regar di ng bookkeeping, internal controls, attendance,

ti mekeeping, inter-fund transfers or |oans, and parent fees.
ACS will continue to nonitor Faith, Hope & Charity.

kkkikkkkhkkhk*k

ADM NI STRATI ON FOR CHI LDREN S SERVI CES (ACS)

Audit Report on the Inwood Nursery Day Care Center’s Conpliance
with its Contract with the New York Gty Admnistration for
Children’s Services

Audit # MEO1- 125A

Conptroller’s Audit Library # 7255
| ssued: June 11, 2001

Monetary Effect: None
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I nt roducti on

The objective of this audit was to determ ne whether the
| nwood Day Care Center (Inwood) was in conpliance with the
provisions of its contract wwth ACS. The scope of this audit
was fiscal year 2000.

Inwood is currently operating under a two-year contract
wth ACS to provide day care services to 60 children. The
contract runs fromJuly 1, 1999, through June 30, 2001.
During fiscal year 2000, |Inwood received $448,290 from ACS to
operate its day care program |In addition, |Inwod received
$46,941 fromthe U S. Departnment of Agriculture (USDA) Child
and Adult Care Food Program ( CACFP)

Resul ts

| nnood was in conpliance wth sonme of the nost critical
provisions of its contract with ACS. Specifically, |nwood
ensured that its Center (including food preparation and
storage areas) was nmaintained in a safe and sanitary
condition, that teacher-to-student ratios in all classroons
were generally within established guidelines, and that ACS
and CACFP funds were not co-m ngl ed.

However, |nwood does not have an adequate interna
control structure in place. This has contributed to poor
record keeping and a nunber of other problens with I nwood’ s
fiscal and operating practices. Sone of the specific
probl ens we found include that |Inwood: undercharges private
students; does not nmamintain a separate bank account for
private students’ tuition; does not properly control petty
cash; does not have adequate controls over its payroll and
ti mekeepi ng; does not have adequate controls to prevent
i nappropriate or unauthorized expenditures; does not maintain
roll books that reconcile with the ACD-1s; |acks controls to
safeguard its assets; and failed to submt its audit reports
to ACSin atinmely fashion

The audit made 29 recommendati ons to ACS and | nwood; the
nost inportant of which are |isted bel ow

| nnood shoul d inprove its internal control structure and
ensure that all records, including those related to

per sonnel , purchasing, student attendance, and fees are
accurately maintained.
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ACS shoul d assi st Inwod in devel opi ng an adequate internal
control structure.

I nnood shoul d ensure that all parent fees collected are
accurately accounted for and deposited into the ACS bank
account .

| nwood shoul d i mredi ately issue witten procedures for,
training enpl oyees in the use of, and inplenment a petty cash
system

| nnood shoul d ensure that the executive director reviews,
approves, and signs all Daily Tine Sheets so that all tine
wor ked and | eave tinme taken are accurately recorded.

| nnood shoul d ensure that all purchases are properly
aut horized and for legitimte expenses. |nwod should
consi der using a purchase order system

| nnood shoul d ensure that no ATMwi thdrawal s are pernmitted
fromits accounts.

I nnood shoul d ensure that it nmaintains conplete and accurate

rol | books reflecting the attendance of both ACS-subsi di zed
and private students.

ACS shoul d nmonitor Inwood in the future, conducting periodic
reviews of its records.

I nnood shoul d ensure that its audit reports are conplete and
submtted to ACSin a tinely manner.

ACS shoul d devel op a procedure to ensure that it receives
audit reports fromits contractors in accordance with its
gui del i nes.

The Administration for Children’s Services agreed with
the audit’s reconmmendati ons.

Updat e

ACS reported that Inwood is inplenmenting the audit's
recommendati ons, including the foll ow ng:

| nnood has revised its procedures for collection of parent
fees and private tuition, control of petty cash,

ti mekeepi ng, payroll, and purchases. ACS will nonitor
Inwood to ensure that it is in conpliance with ACS

gui delines and the audit's recomendati ons.
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I nnood has devel oped procedures for collecting, recording,
segregating responsibilities, and depositing parent fees to
ensure that the fees are collected, accurately accounted
for, and deposited in the ACS bank account. |nwood al so has
an accurate and up-to-date list of all private students.
Private tuition fees are used for program enhancenents
according to ACS gui del i nes.

| nnood now has an inprest petty cash fund. Inwood has
di sconti nued the use of ATM cards. The director now approves
pur chases, and I nwood has an account for small purchases.

| nnood has devel oped witten tinekeepi ng procedures. The
executive director prepares a separate tinesheet, which is
approved by a nenber of the Board of Directors. Enployees
sign their Daily Tinme Sheets and conplete the required
Request for Leave formwhen using sick or vacation tine.

I nmood verifies that all tine used by enpl oyees is recorded
on the attendance record and accurate.

Al'l enpl oyees have the required background checks and have
been trained in the prevention of child abuse and
mal tr eat ment .

ACS has issued InterimAudit Quidelines to ensure that

I nwood' s year-end audits are submtted in a tinmely manner
and conpl eted in accordance wi th ACS gui del i nes.

kkkikkkkhkkhk*k

ADM NI STRATI ON FOR CHI LDREN S SERVI CES ( ACS)

Audit Report on the M sappropriation of Inwod Nursery Day Care
Center Funds—July 1, 1999 to June 30, 2000

Audit # MEOL-172A
Conptroller’s Audit Library # NA
| ssued: May 9, 2001

Monetary Effect: To be determ ned

This confidential audit report was referred to the New
York County District Attorney’'s office.

R S S I
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ADM NI STRATI ON FOR CHI LDREN S SERVI CES ( ACS)

Audit Report on the Effectiveness of the Admnistration for
Children's Services' Child Support Hel pline

Audit # MIO1- 135A

Conmptroller’s Audit Library # 7235
| ssued: May 23, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned whether the Child Support Hel pline
of the Ofice of Child Support Enforcenent Services (OCSE)
conplied with the Citywi de Custonmer Service Initiative to
answer calls in three rings or less and to limt tel ephone
hold tinme to no nore than two mnutes. This audit also
det erm ned whet her the Hel pline provides accurate and usef ul
t el ephone information to callers.

The Adm nistration for Children’s Services' (ACS) OCSE
offers services to the public to ensure that legally
responsi bl e parents provide financial child support. In
1994, OCSE installed the Child Support Hel pline (Hel pline)
systemto provide basic child support information to clients
and respondents wi thout their having to travel to OCSE s
offices. In 1999, OCSE added an Automated Call Distribution
(ACD) systemto enable callers to speak directly to a
Hel pl i ne tel ephone representative (operator) from8:30 a. m
to 5:00 p.m, Monday through Friday. The Hel pline’'s autonated
information is available 24 hours a day, 7 days a week.

Resul ts

The Hel pline answered calls in three rings or |ess as
required by the Ctyw de Custoner Service Initiative. Once
connected with our callers, the operators took the tinme to
provide the information that we requested. The information
they provided was accurate. Finally, OCSE s Hel pline
operators received the training necessary to carry out their
responsi bilities.

However, there were a nunber of weaknesses regardi ng the
adequacy of Helpline's service to callers. In Cctober and
Novenber 2000, we placed 97 test calls to the Helpline
requesti ng operator assistance. O these, 76 (78% were
di sconnect ed when we requested operator assistance because
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the system did not have sufficient resources (staffing,
system capacity) to handle the volune of calls received.
Three were di sconnected because the OCSE had not adjusted the
time in the systemfor eastern standard time. The renaining
18 calls were placed on hold an average of 15 m nutes before
being transferred to an operator’s line, 13 m nutes beyond
the two-mnute City standard. O these 18 transferred calls,
operators actually answered only 9; the remaining 9 calls
went unanswer ed.

In Decenber 2000, the agency hired an additional 20
operators, bringing the total nunmber to 27. |In February
2001, we conducted another test, placing 50 calls to the
Hel pline. O the 50 calls, 20 (40% were disconnected when
we requested operator assistance. O the 30 calls that were
not di sconnected, 3 were imredi ately answered by an operator.
For the remaining 27 calls, callers were placed on hold an
average of 6 mnutes before being transferred to an
operator’s line; 4 of these calls were transferred within the
two-m nute standard. Finally, operators actually answered
only 17 of the remaining 23 transferred calls.

The audit resulted in six recomrendations, including
those listed below. The Adm nistration for Children's
Servi ces shoul d:

Attenpt to increase callers’ use of the automated attendant.
To acconplish this, ACS should conduct a survey of callers
who opt to speak with an agent and of wal k-in custoners, to
determ ne why they did not use the automated attendant; and,
based on the survey information, nodify the autonmated
ttendant to address the concerns raised by Helpline callers.

Program saf eguards in the ACD systemto prevent calls from
being lost if operators neglect to put their lines in the
"not ready" node. Such safeguards mght include a system
default in which the system puts an operator’s line in "not
ready” node if a call transferred to that |ine goes
unanswered for 5 rings or nore. The system would then
transfer the unanswered call back to the hold queue to be
answered by the next avail abl e operator.

Modi fy the ACD systemso that total call volune to the
Hel pline is counted and properly categorized, including
call s requesting operator assistance, so that agency can
det erm ne true workl oad.
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In its response, ACS generally agreed with the report's
reconmendat i ons.

Updat e

ACS reported that it is inplenenting the audit's
recommendati ons as foll ows:

OCSE has assigned a specialist for operations who wll
work with Custoner Services to inprove operator

ef ficiency. OCSE has al so assigned a system

adm ni strator for the Customer Services Automated Cal
Distributor who will assist with the analysis and review
of Helpline reports, operator efficiency, and the

devel opnent of recommendations for appropriate actions.

OCSE is currently evaluating a traffic study recently
conpl eted by Verizon.

OCSE plans to elinmnate flextinme and institute alternate
l unch hours for Custoner Services staff by February
2002. This change should i nprove coverage during
Hel pl i ne hours.

ACS had increased the nunber of operators from7 to 27.
However, the current nunber of operators has dropped to 20,
whi ch has resulted in increased waiting time. Because of
attrition and the hiring freeze, inplenentation of this
recomrendation will take additional tine.
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DEPARTMENT OF Cl TYW DE ADM NI STRATI VE SERVI CES ( DCAS)

Fol | ow-up Audit Report on the Devel opnent of an Automated Fl eet
Managenent System

Audit # 7F01-169

Conmptroller’s Audit Library # 7260
| ssued: June 13, 2001

Monetary Effect: Not Applicable

I nt roducti on

This followup audit determ ned whet her the Depart nent
of Cityw de Adm nistrative Services (DCAS—+ornerly the
Departnment of General Services, DGS) inplenented the
reconmendati ons nmade in an earlier audit entitled Audit
Report of the Departnent of General Services’ Devel opnent of
Aut omat ed Fl eet Managenent Systens (Audit No. 7A96- 085,

i ssued June 5, 1996). The prior audit cited limtations in
the Fleet Adm nistration Miintenance | nformation System
(FAM'S) and reported that FAM S did not neet the users’
needs. DCAS cancel ed the Fleet Adm ni stration Conputerized
Tracki ng System (FACTS) project, which was to replace FAM S,
before it was conpleted. |In addition, FACTS suffered

probl ens that have typically plagued other system devel opnent
projects that have been reviewed: ineffective project
managenent, |ack of independent quality assurance (QA), the
inability of the agency to finalize a set of requirenents,
and difficulties in working with outside consultants.

During this followup audit, appropriate agency
personnel were interviewed and docunentation was obtained to
det ermi ne whet her DCAS and ot her responsible Gty entities
had i npl enented the previous audit’s recomendati ons.
Specifically, the audit reviewed whether DCAS: (1) had
established requirenments for the consultants; (2) had
prepared a quality assurance plan; (3) had perforned an
analysis to ensure that all necessary functions were carried
over to the new system and (4) had prepared requirenment
docunents that identify data fields, testing scenarios, and
various prototyping recommended in the previous audit.

The previous audit made 13 recommendati ons. Sone of the
maj or reconmendations were that DCAS nmnagenent ensure that:
(1) FAMS data fields would be converted to ensure the
correct information is in these fields, (2) a quality
assurance contractor ascertains that the package sel ected
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neets user needs, and (3) FAM S functions required by users

woul d be carried over to the new system

Resul ts

Al'l of the previous audit’s recommendati ons have been
i npl emented. Therefore this report nmade no new

reconmendati ons.

Updat e: Not Applicable
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Civil Service Commission

THE CIVIL SERVI CE COMM SSI ON ( CSC)

Fol l owup Audit on the G vil Service Conmm ssion’s Tinmekeeping,
Payrol |, and Purchasing Operations

Audit # MEO1l- O76F

Conmptroller’s Audit Library # 7197
I ssued: April 5,2001

Monetary Effect: None

I nt roducti on

The G vil Service Conmm ssion (CSC) is authorized under
Chapter 35, 8 813, of the New York City Charter, to hear and
deci de appeal s from di sputes between the City of New York and
its enpl oyees or applicants for Gty enploynment. As of July
1, 1999, CSC s staff consisted of six full-time enpl oyees;
seven paid interns; and five Conm ssioners. One Conm ssioner
is designated Chairman. During fiscal year 2000, CSC spent a
total of $443,907-$417,078 on Personal Service expenditures
and $26, 829 on O her Than Personal Service expenditures.

This foll owup audit determ ned whet her CSC. inplenented
the six recomendations made in the prior audit, Audit Report
on Civil Service Conm ssion Payroll and | nprest Fund
Operations January 1, 1994, to Decenber 31, 1994 (Audit No.
FRO6- 131A, issued June 25, 1996); conplied with applicable
City payroll and tinmekeeping procedures; and conplied with
applicable City purchasing procedures.

Resul ts

The audit found that CSC fully inplenmented four
recommendati ons and partially inplenented the remai ning two
recommendati ons that were made in the prior audit. The four
recommendations that were fully inplenented pertained to
enforcing adequate filing and record-retention procedures,
ensuring that tinekeepi ng docunents are properly approved,
ensuring that the individual responsible for payrol
di stributi on does not have any other payroll, personnel or
ti mekeepi ng responsibilities, and enforcing managerial |eave
regul ations. The two reconmmendations that were partially
i mpl enented pertained to segregating duties over its payroll,
personnel , tinekeeping, and inprest fund operations.

In addition to following up on the prior audit’s
recommendati ons, the audit included various tests of CSC s PS
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and OTPS expenditures for fiscal year 2000. The audit found
that CSC generally conplied with applicable Conptroller’s
Directives, as well as with the Cty s Payroll Mnagenent
System procedures. However, the audit found m nor problens
within CSC s tinekeeping, purchasing, and inprest fund
practices. Specifically, the audit noted that: enployees
and paid interns either did not take the required |lunch break
or took a shorter lunch break so that they could | eave work
early; enpl oyees were not charged for a total of 15 hours and
45 m nutes of | eave they used; CSC did not require that its
enpl oyees submit witten requests for annual |eave use;
procurenent files for 45 of the 50 purchases revi ewed | acked
evi dence indicating that the goods or services ordered and
paid for were actually received; CSC charged the wong object
codes for 32 of the 50 purchases nmade during fiscal year
2000; CSC did not pay vendors tinely for 23 of the 50
purchases made during fiscal year 2000; inprest fund checks
were not pre-printed with the restrictive statenent “void
after 90 days,”; two checks (for petty cash) were nmade out to
“Cash;” and CSC does not have an inventory list of its non-
capi tal assets.

To address these issues, this followup audit repeated
the two recommendations fromthe prior audit that had been
only partially inplenented and nade six new recommendati ons,
i ncludi ng that CSC

Assign the responsibilities of preparing tinesheets,
approving tinmesheets, and entering timesheet information
into PV5 to different individuals;

Establish a witten policy governing neal periods indicating
the duration of neal periods, when enpl oyees and paid
interns can work through their neal periods, and that prior
witten approval is necessary before anyone can work through
neal peri ods.

Requi re enpl oyees to subnmit | eave forns when requesting
annual | eave usage.

Fol | ow t he Procurenment Policy Board Rules and Conptroller’s
Directive #24 to ensure that: docunentation is maintained in
the procurenment files indicating that the goods or services
ordered and paid for were received; purchases are charged to
the correct object codes; bids are obtained, and paynents
are made tinely.
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CSC officials generally agreed with the findings and
reconmendati ons. However, they did not agree with certain
exanples cited in the report related to charging | eave
bal ances for hours enpl oyees were not at work, docunenting
recei pt of goods purchased, and using incorrect object codes.
In addition, CSC officials pointed out that the |ate paynents
to vendors cited in the report did not result in any extra
costs to the City.

Updat e

CSC did not provide follow up information.

kkkikkkkhkkkhk*k
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BRONX COMMUNI TY BOARD NO. 3

Foll owup Audit on the Financial and Qperating Practices of
Bronx Community Board No. 3

Audi t #MD0O1- 063F

Conmptroller’s Audit Library # 7133
| ssued: Cctober 23, 2000

Monetary Effect: None

I nt roducti on

This foll owup audit determ ned whet her Bronx Comrunity
Board No. 3 (the Board) inplenented the four recomendati ons
made in an earlier audit, entitled Audit Report on the
Fi nanci al and Operating Practices of Bronx Community Board
No. 3 (Audit No. MHO7-159A issued June 2, 1997). The earlier
audit determ ned that the Board generally conplied with the
“Procedural Guidelines for Community Boards” and ot her
applicable Cty laws and regul ati ons. However, there were
i nstances where internal controls and procedures for
pur chasi ng and ti nmekeepi ng coul d be inproved.

Total fiscal year 2000 expenditures for the Board was
$141,881 -- $126,269 for Personal Services (PS), and $15, 612
for Gher Than Personal Services (OTPS) expenditures.

Resul ts

The Board i nplenented the four recommendations of the
prior report, and generally followed the Procedural
Gui delines for Conmunity Boards and ot her applicable policies

and directives.

Since the audit report did not contain any
recommendati ons, officials fromthe Comunity Board and the
Borough President’s O fice both agencies agreed to forgo a
witten response.

Update: Not Applicable

kkkikkkkhkkkik*
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BRONX COVMUNI TY BOARD NO. 9

Foll owup Audit on the Financial and Qperating Practices of
Bronx Community Board No.9

Audit # FRO1-061F

Conmptroller’s Audit Library # 7138
| ssued Novenber 27, 2000

Monetary Effect: None

I nt roducti on

This follow up audit determ ned whether Bronx Conmunity
Board No.9 i nplenented the 14 reconmendati ons nmade in an
earlier audit, entitled Audit Report on the Financial and
Operating Practices of Bronx Community Board No. 9 (MD97-
193A, issued Decenber 2, 1997). The earlier report eval uated
the Board’ s payroll, tinmekeeping, and Paynent practices.

During our previous audit, we identified various
weaknesses in the Board' s practices including that the Board
paid invoices late, did not maintain adequate controls over
vouchers, did not maintain accurate tinekeeping records, and
did not ensure that tinme earned and used was properly
recorded and approved.

Resul ts

The Board inplenented five of the ten recomendati ons
contained in the previous report and did not inplenent the
ot her five recommendati ons.

The five recommendations that were inplenented rel ated
to paying invoices wthin the required 30 days, ensuring that
enpl oyees do not alter the dates on invoices, ensuring that
vouchers are sequentially nunbered, ensuring that sick |eave
is docunented in accordance with City guidelines, and
ensuring that the Board’ s enpl oyees are aware of the rules
relating to conpensatory tinme usage.

The five recommendations that were not inplenented
related to the Board verifying the accuracy of its enpl oyees’
ti me sheets, obtaining PV5-generated Enpl oyee Leave Details
Reports, using the Enpl oyee Leave Details Reports to ensure
t hat enpl oyees’ | eave bal ances are accurate, ensuring that
flextine earned by the District Manager is pre-approved, and
noni tori ng conpensatory tine.
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This followup audit also found that the Board did not
pre-approve conpensatory tinme earned and used by its
enpl oyees, in accordance with the Guidelines for Comunity
Boards. (This issue was not raised in the prior report.)

The report makes six recomendations to the Board. In
its response, the Board stated that five of the
recommendati ons either were already being inplenmented or
woul d be inplenented in the future. The Board's response did
not address one of the report’s recommendati ons.

Updat e

The Board reported that it has inplenmented the foll ow ng
reconmendat i ons:

The Bronx Borough President's Ofice provides the Board with
a bi -weekly Leave by Wrk Unit Report instead of the
guarterly Enpl oyee Leave Detail Report. The Board's

accunul ated tinme and record keeping is maintai ned by the

Fi scal / Personnel Departnment of the Bronx Borough President.

Since July 2000, the Board has reverted to a login tinme book
because of problens it had with the mal functioning of the
time clock. Al enployees are required to sign in and out
daily. The time book is signed and approved weekly by the

Di strict Mnager.

The Board has inplenented the pre-approval of all Flextine
for District Managers prior to its accumnul ati on and use.
However, when the District Manager is called to energency
neeti ngs, pre-approval cannot be obtained. Flextinme is
approved afterwards by the Chairperson.

The Bronx Borough President's Ofice converts all
conpensatory tinme not used within a four-nonth period of
accunul ation is converted to sick | eave.

kkkikkkkhkkkik*k

MANHATTAN COMVUNI TY BOARD NO. 10

Followup Audit on the Financial and Operating Practices of
Manhatt an Community Board No. 10

Audit # MHO- 194F

Comptroller’s Audit Library # 7148
| ssued: Decenber 27, 2000

Monetary Effect: None
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I nt roducti on

This followup audit was conducted to determ ne whet her
Manhattan Conmunity Board No. 10 inplenented the
recommendati ons nmade in an earlier report, Audit Report on
the Financial and Operating Practices of Manhattan Comrunity
Board No. 10, July 1, 1996, to June 30, 1997 (Audit # MH97-
185A, issued Decenber 23, 1997). The prior audit reviewed
the Board s conpliance with applicable personnel, payroll
ti mekeepi ng, and purchasi ng procedures. |In our current
audit, we discuss the recommendations cited in the previous
audit report, as well as the conditions found during our
current audit.

The previous audit found that the Board did not conply
wi th purchasing regulations. |In addition, its interna
controls over physical assets and its tinmekeeping procedures
for personal service (PS) expendi tures needed i nprovenent.
To address these issues, we nmade nine recommendations in the
previous audit.

Results

During this followup audit, we found that the Board did
not inplenent four of the nine recommendations in our
previous audit. The Board partially inplenented two
recommendations, and fully inplenented two recommendati ons.
One recomendati on was no | onger applicable. Based on FMS
records of vouchers processed in fiscal year 2000, we found
that the Board did not conply with purchasing regul ati ons.
In addition, the Board did not strengthen its internal
controls over physical assets. The Board has nmade a
conscious effort to inprove conpliance with timekeeping
procedures, and has nmade vast inprovenents, although
weaknesses still exist.

To address the findings that were not inplenented or
partially inplenmented, we restated sonme of the
recommendati ons fromthe previous audit. The recomendati ons
i ncluded that the Board shoul d use DCAS catal ogue contract
with Staples for the purchase of routine supplies; process
m scel | aneous vouchers in accordance with Conptroller's
Directive #25; and ensure that all Manhattan Comunity Board
personnel, including the District Manager, conplete the
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appropriate | eave authorization docunents prior to using
annual | eave or sick |eave.

In his response, the Chairman of Manhattan Comrunity
Board No. 10 agreed to inplenent all the reconmendati ons.

Updat e
The Board did not provide follow up information.

kkkikkkkikkkik*
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Comptroller’s Office, New York City

NEW YORK CI TY COWTROLLER S OFFI CE
Cost Allocation Plan Fiscal Year 2000

Report # FMD1-092S
Conptroller’s Audit Library # NA
| ssued: February 27, 2001
Monetary Effect: None

I nt roducti on

The Cost Allocation Plan is used to identify and
di stribute allowable indirect costs of certain support
services to City agencies. A portion of these costs may
eventual |y be passed on to prograns eligible for federal
fundi ng, and thus be reinbursed indirectly to the Cty.

Qur reviewresulted in a sunmary schedul e being sent to
the O fice of Managenent and Budget (OVB). The schedul e
i ndi cated (by Bureau) the percentage of staff tine spent
provi ding services to various City agencies during fiscal
year 2000. The time allocation was based on vari ous
statistics, including unit head-counts, staff days expended
for a project, and the nunber of vouchers and docunents
processed during the period.

Resul ts

A letter report was issued to the OMB indicating various
statistics for inclusion in its annual Cost Allocation Plan.

Update: Not Applicable

kkkikkkkhkkhk*k
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BOARD OF CORRECTI ON ( BOC)

Fol l ow-up Audit on the New York Cty Board of Correction Snal
Procurenent and Vouchering Practices

Audit # MHO0- 197F

Conptroller’s Audit Library # 7219
| ssued: April 30, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned whether the New York
City Board of Correction (BOC) inplenented the
reconmmendati ons nmade in an earlier audit report, New York
Cty Board of Correction Small Procurenment and Vouchering
Practices (Audit # FRO6-115A, issued April 30, 1996). The
prior audit found that vouchers | acked signatures on the
Agency Verification of |FMS Processing; vouchers were
processed for paynment w thout being marked “Vouchered”; and
BOC enpl oyees perfornmed overl appi ng purchasi ng and voucheri ng
duties. The current audit discusses the inplenentation status
of the three recommendati ons nmade in the previous audit
report, as well as additional findings and recomendations
based on the current review of BOC s tinekeepi ng procedures
and controls over its physical inventory.

Resul ts

O the previous audit’s three recomendati ons, BOC
i npl enented the recommendation to mark all invoices
“Vouchered” and was unable to inplenent the recommendation to
cross-train enployees in the purchasing and voucheri ng
functions because of the |lack of resources. The third
recommendati on—+o0 conpare the daily FISA transaction reports
with the voucher copies on file—+s no |onger applicable,
since BOC instituted a new conputer-based procurenent system

This followup audit reported new findings. One finding
dealt wth BOC s inadequate nonitoring of its Inprest Fund
expenditures. Several findings dealt wth tinekeeping
defici encies, such as unauthorized use of |eave tine,
accurrul ati on of annual | eave tinme beyond al |l owabl e anmount,

i nadequat e accounting of enpl oyee conpensatory tine,

enpl oyees not taking their lunch hour as required, and
undocunent ed sick | eave. Another finding dealt with BOC s

i nadequate controls over its physical assets. To address the
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new findings, the followup audit nmade ei ght recomrendati ons,
including the follow ng, that BOC shoul d:

Ensure that all enpl oyees conplete the appropriate | eave
aut hori zation request prior to using annual |eave or the
floating holiday in accordance with Conptroller’s Directive
#13 8§ 4.5.

Establish a witten policy regarding the accunul ati on and
usage of conpensatory tine. This policy should require
enpl oyees to indicate the accunul ati on and usage of
conpensatory time on their timesheets.

Maintain a listing of all its major physical assets. This
listing should be updated for purchases and relinqui shnents
as they occur.

In its response, BOC generally agreed with the
audit’s recommendati ons. However, BOC took exception to
our interpretation of conpensatory hours earned and used
by their staff.

Updat e

BOC reported that it has inplenented seven
recommendat i ons, including the follow ng:

BOC has instructed all enployees to follow all applicable
procedures regarding purchasing itens with I nprest Funds.
Enpl oyees submt supporting docunentation for all |nprest
Fund purchases.

BOC has inproved its | eave request fornms. BOC requires that
all enpl oyees submit a conpleted formand obtain approval.

BOC s tinekeeper foll ows DCAS Leave Regul ati ons.
Al'l enpl oyees are required to take |unch

BOC naintains a list of all major physical assets.

kkkikkkkhkkhk*k
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NEW YORK CI TY DEPARTMENT OF CORRECTI ON ( DOC)

Followup Audit Report on the New York Gty Departnent of
Correction Data Center

Audit # 7F01-138

Conmptroller’s Audit Library # 7290
| ssued: June 28, 2001

Monetary Effect: None

I nt roducti on

This foll owup audit determ ned whet her the New York
City Department of Correction (DOC) inplenmented the 30
reconmendati ons nmade in the previous audit, New York City
Departnent of Correction Data Center Audit (Audit # 7A97-203,
i ssued April 20, 1998), which eval uated the adequacy of the
DOC data center’s physical security, program change control
conput er operations, and backup/conti ngency pl ans.

The previous audit found that DOC did not have a
di saster recovery plan, had inadequate data security user
controls, lacked a fire detection system under the data
center, did not routinely maintain or test the data center
emer gency power supply, and did not have a conprehensive
operational policy docunent.

Resul ts

O the 30 reconmendations in the prior report, 17 were
fully inplenented, 4 were partially inplenented, and 9 were
not i npl enent ed.

The 17 fully inplenented recommendati ons i ncl uded:
changi ng user passwords; restricting dial-up access;
docunenti ng probl ens encountered by M S personnel ; inproving
the data center fire safety system testing and mai ntai ni ng
the uninterrupted power source; securing back-up tapes at an
off-site location; and tracki ng program changes.

The four partially inplenmented recommendations incl uded:
preparing a formal disaster recovery plan; incorporating a
cal | -back feature; requiring user sign-off on program
changes; and devel opi ng conprehensi ve operational policies.

The ten recommendati ons not inpl enented incl uded:
establishing an alternative processing site; periodically
updating and testing the disaster recovery plan; review ng
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all accounts with special privileges; cleaning and inspecting
the area under the raised floor of the data center; obtaining
a backup generator for the data center; and securing the data
center energency cutoff switch

To address the unresol ved issues, this audit report mde
11 recommendati ons, sonme of which follow. DOC shoul d:

Expedite the R kers Island data processing facility project
so it can be used as an alternate processing site.

Prepare a formal disaster recovery plan that includes al
current operating environnments; update and test it
peri odi cal ly.

| npl ement a procedure to periodically review all accounts
with special or high-level privileges.

Devel op a conprehensi ve docunent that includes all existing
oper ati onal policies.

It was difficult to determ ne fromDOC s response
whether it agreed with the current audit's reconmendati ons
since it directed its response to the recommendati ons from
the previous audit. W invited DOC to submit a revised
response, but the agency declined. O the 12 recommendati ons
contained in this report, it appears that DOC agreed with 5,
di sagreed with 4, and did not address 2. The renai ni ng
recommendat i on concerni ng uni nterrupted power source machines
was renoved based on docunentation provided by DOC subsequent
to the issuance of the draft report.

Updat e

DOC reported that it is inplenmenting 9 reconmendati ons,
i ncluding the foll ow ng:

DOC is in the process of entering into an agreenent with
another alternate processing site to be used until the
Ri kers Island site is ready.

DOC is preparing a formal disaster recovery plan but cannot
conplete it until the renpte data center at R kers Island is
finalized

DOC has tested and inplenented the first phase of the
di saster recovery plan. However, further testing will be
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done after the renote data center at R kers Island is
finalized

The data tape cabinets are kept locked virtually all of the
tinme.
Users sign off on changes before inplenmenting them

DOC i s devel oping a docunent that includes its existing
operational policies. DOC anticipates that this docunent
will be conpleted by the end of cal endar year 2002.

kkkikkkkikkhk*k

NEW YORK CI TY DEPARTMENT OF CORRECTI ON ( DOC)

Fol l ow-up Audit on the New York City Departnent of Correction’s
Conpliance with Gty Procurenment Rules

Audit # MX0- 124F

Conptroller’s Audit Library # 7118
| ssued: July 5, 2000

Monetary Effect: None

I nt roducti on

The Departnent of Correction (Correction) provides for
the custody, control, and care of m sdeneanants and fel ons
sentenced to one year of incarceration or |ess; detainees
awaiting trial or sentence; newy sentenced felons awaiting
transportation to State correctional facilities; alleged
parol e violators awaiting revocation hearings; and State
prisoners awaiting court appearances in New York Cty.

To purchase goods and services, Correction, as a City
agency, is required to follow procurenent |aws and rul es
contained in the New York State General Muinicipal Law, the
New York City Charter and Admi nistrative Code, and in the New
York City Procurenent Policy Board rules (PPB rules).

This audit was a followup audit of the inplenentation
status of the five recomendati ons made in a previous audit
report entitled Audit Report on the New York Gty Departnment
of Correction’s Conpliance with Gty Procurenment Rules (Audit
No. MH96- 129A) issued June 25, 1996.
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Resul ts

The prior audit report nmade five recommendati ons; of
whi ch Correction inplenented one and partially inplenented
another two. Correction inplenented the recommendation (1)
to ensure that purchase orders accurately reflect the | owest
price bid, and partially inplenmented the recommendati ons (2)
to register its contracts tinely and (3) to make purchases
t hrough the Departnent of General Services’ requirenent
contracts and Central Storehouse. Correction did not
i npl enent the remai ning two recommendations: (4) date-stanp
all proposals and bids at receipt, and (5) not split
purchases or ot herw se keep purchases bel ow t he seal ed
conpetitive bid threshold. This followup audit stil
recommends that Correction fully inplenent these four
recomendati ons, and nakes two additional recomrendati ons on
t hese fi ndings.

In addition to following up on the current status of the
previ ous reconmmendations, this audit reported on several new
findings: Correction did not always conply with applicable
PPB rules for small purchases, Correction’s Central Ofice of
Procurenent (COP) does not nmamintain a conputerized listing of
purchases, Correction’s procurenent Hubs do not routinely
submt nonthly procurenment reports, and contract awards were
not advertised in the Gty Record after the contract was
awar ded.

This audit made seven recomendati ons on these new
findi ngs, including:

Correction’s Central Ofice of Procurenent should maintain a
conputerized listing of all purchases nade by Correction.
This Iist should include Correction’s correspondi ng internal
tracki ng nunber for each purchase order, as well as the
vendor nane, the purchase order nunber, and the dollar
anmount for every purchase nade.

Correction should ensure that all procurenment Hubs submt
the required nmonthly procurenent reports.

Correction should ensure that its Central Ofice of
Procurenent is reviewing and nonitoring the Hubs nonthly
pur chasi ng reports. COP should establish requirenent
contracts when the purchasing reports indicate that the
agency i s procuring simlar goods or services in anounts
that exceed the small purchase |imts.
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Correction should ensure that all contract awards are
advertised in the Gty Record within 15 cal endar days after
regi stration of the contract.

The audit made 13 recommendations. Correction believes
that 4 recomendati ons were unnecessary. It is Correction's
contention that these reconmended changes were already in
pl ace. For the remaining 9 recommendati ons, Correction
agreed with 6, disagreed with 2, and clainmed that 1
recommendation is no | onger applicable.

Updat e

Correction reported that it is inplenenting the audit's
recommendati ons, including the follow ng:

Correction dates and tine stanps all envel opes and packages
cont ai ni ng bids and proposal s upon receipt.

Correction accepts no bids or proposals after the deadline
date or tinme.

Except for nonthly reports fromthe hub, all procurenents
are now directed through the Central Ofice of Procurenent
(COP) before final processing and paynent is nade.

Correction's purchasing staff reviews all incom ng

requi sitions to determ ne whether the itens needed are on
Departnment of Citywi de Adm nistrative Services (DCAS)
requi renment contracts before issuing a solicitation.

Correction has issued a remnder to all staff that all non-
Hub procurenents nust be processed through the COP.

Correction maintains a conputerized Iist of procurements in
t he Fi nanci al Managenent Systens Division and the MS
Division recently created and installed a fully conputerized
procur enent nmanagenent and tracki ng program for COP

COP has issued a nmeno under the Agency Chief Contracting
Ofice's (ACCO signature rem nding the procurenent Hubs of
their obligation to submt nonthly procurenent activity
reports.

The ACCO has reassigned the task for advertising contract
awards in the Gty Record to ensure that the contract awards
appear in the Gty Record 15 days after registration by the
Comptroller's Ofice.

*kkkkkkkk*k
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DEPARTMENT OF CULTURAL AFFAI RS ( DCA)

Audit Report on the Financial and Operating Practices of the
Queens Botanical Garden July 1, 1999 to June 30, 2000

Audit # MDO1-126A

Conmptroller’s Audit Library # 7251
| ssued: June 1, 2001

Monetary Effect: none

I nt roducti on

This audit determ ned whet her the Queens Bot ani ca
Garden (the Garden) is spending City funds in conpliance with
its own internal procedures, and with policies and
regul ations of the Gty of New York, including the
Conmptroller's Directives. The audit al so eval uated the
effectiveness of the Garden’s internal controls over its
financial and operational processes.

The Garden is one of 34 cultural institutions in the
City of New York. The Cty pays for the maintenance and
support of the Garden by providing appropriations through
tax-levy nonies fromthe Cty' s annual budget. According to
the City' s Fiscal Year 2001 Executive Budget, the Garden
received $1, 207,037 in appropriations in fiscal year 2000.
These appropriations were primarily used to fund personnel
expenditures. The Garden al so receives funding from New York
State, from private donations, and from corporate grants.

Resul ts

The Garden is expending Gty funds in conpliance with
its own internal procedures and the policies and regul ations
of the City of New York, including the Conptroller’s
Directives. However, it has sone internal control weaknesses

inits financial operations, specifically:
Paynment Request forns for 14 (22% of the 64 sanpl ed
di sbursenents | acked the required approval signatures.

Three (5% of the 64 sanpl ed di sbursenments were not
adequat el y support ed.

The Garden did not have a copy of its contracts with two
vendor s.
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Qur review of the April 2000 tinecards of the Garden’'s Gty-
funded enpl oyees disclosed that 7 of the 30 tinecards | acked
a supervisor’s signature.

There was i nadequate review of bank statenents and bank
reconciliations.

There were weaknesses in the Admnistration of Petty Cash
Funds.

The audit made ni ne recommendati ons to Garden official s,
the nost significant of which are |isted below. The Garden
shoul d ensure that:

Payment Request forns contain the required approva
signatures before vendor paynents are nade.
Al'l disbursenments are adequately support ed.

Al'l timecards are properly reviewed and signed by a
supervi sor or manager.

An individual other than the reconciler periodically reviews
the bank reconciliation reports.

A sales slip or other proof of vendor receipt evidences al
petty cash di sbursenents.

Garden officials generally agreed with the audit’s
fi ndi ngs and have taken steps to inplenent our
recommendat i ons.

Updat e

The Garden reported that it has inplenented all of the
audit's recommendati ons.
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District Attorney’ s Office, Kings County

KI NGS COUNTY DI STRI CT ATTORNEY' S OFFI CE ( OFFI CE)

Fol l ow-up Audit of the Financial and Qperating Practices of the
Kings County District Attorney’'s Ofice

Audi t # FPOO- 087F

Conmptroller's Audit Library # 7125
| ssued: August 17, 2000

Monetary Effect: None

I nt roducti on

This foll owup audit determ ned whet her the Kings County
District Attorney’s Ofice (Ofice) inplenented the 20
reconmmendati ons made in a previous audit report (FP97-080A;

i ssued Decenber 9, 1997), which evaluated the Ofice’'s
conpliance with applicable Cty payroll, purchasing, and
ti mekeepi ng procedures.

Pursuant to Article 13, Section 13, of the State
Constitution, District Attorneys are constitutional officers
el ected every four years. The City's five District
Attorneys, under New York State County Law, Article 24,
Section 927, protect the public by investigating and
prosecuting crimnal conduct in their respective counties.
The District Attorneys enforce the provisions of the penal
| aw and all other statutes. Their principal activities
i ncl ude screening new cases, preparing information and
gat hering resources for hearings, and presenting cases in
court for trial and appeal .

The Kings County District Attorney’'s Ofice enployed
418 Assistant District Attorneys (ADAs) and 664 non- ADAs, as
of June 30, 1999. The Ofice’ s PS expenditures for fiscal
year 1999 total ed $49, 789, 993, and OTPS expenditures total ed
$11, 388, 472.

Resul ts

The O fice has inplenented eight of the 20 earlier
recomendati ons; two reconmendations were partially
i mpl ement ed, and one reconmendati on was no | onger applicabl e.
The remai ni ng nine were not i npl ement ed.

The ei ght recommendations that were fully inplenented
pertain to the following: (1) ceasing the practice of
al | owi ng non-Assistant District Attorney (non-ADA) staff to
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take early departure before holidays w thout charging the
time against their |eave bal ances; (2) stopping the paynent
of adm nistrative | eave to non-ADAs; (3) requiring Assistant
District Attorneys (ADAs) to record their daily arrival and
departure tines; (4) ensuring that enpl oyees sign for their
paychecks; (5) docunenting the authorizing sources and
signatures for all pay increases; (6) stanping all purchase
docunents as “vouchered”; (7) stanmping all Inprest Fund
checks with the restrictive statenent “void after 90 days”
and, (8) maintaining conplete and fully-docunented files for
all contracts.

The two recomendations that were partially inpl enented
pertain to: (1) providing witten authorizations to enpl oyees
who are requested to forego their vacations; and, (2)
ensuring that individuals responsible for paycheck
di stribution sign the Payroll Managenent System (PM5) 319
Paycheck Distribution Control Report.

The nine recommendations that were not inpl enented
pertain to the followng: (1) limting an enpl oyee’s annual
| eave bal ance to twice that person’s annual |eave accrua
rate; (2) inform ng enployees in witing of the City
gui delines regarding this two-year maxi num annual | eave
restriction; (3) obtaining a formal witten opinion fromthe
O fice of Labor Rel ations concerning whether the Kings County
District Attorney’s Ofice is bound by the Citywide tinme and
| eave regul ations and agreenents; (4) requiring enpl oyees to
use conpensatory tinme within 120 days fromthe tinme it is
earned; (5) providing specific witten notification to
enpl oyees with conpensatory tine bal ances ol der than 120
days, stating that such tinme nust be used within a reasonabl e
period or wll be converted to sick |eave; (6) obtaining
witten authorizations for enployees to carry over excess
conpensatory time (where workl oads prevent these enpl oyees
fromusing up this tine); (7) not paying separated enpl oyees
for excess annual or conpensatory tine bal ances earned nore
than 120 days prior to their date of separation; (8)
transferring (into titles with higher nmaxi mumranges), those
enpl oyees who earn nore than their current titles permt;
and, (9) carefully preparing and reviewi ng vouchers in
accordance with Cty purchasing rul es.

In addition to following up on the earlier
recommendati ons, we conducted various tests of the Persona
Service (PS) and Other Than Personal Service (OTPS)
expenditures of the O fice. These tests found that the
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O fice did not maintain accurate and up-to-date inventory
lists for conputer-rel ated equi pnent, and did not adhere to
PPB Rul es in making sone of its purchases.

Inits response, the Kings County District Attorney’s
Ofice maintains its position taken during the previous
audit--that it is not subject to the Gty s Tinme and Leave
Regul ati ons. However, the Ofice’s position is contrary to an
opi nion we received fromthe Departnent of Ctyw de
Adm ni strative Services. Nevertheless, the Ofice agreed to
i npl enent all of the report’s recommendati ons except with
regard to annual |eave or conpensatory tinme earned prior to
January 1990.

Updat e

The Kings County District Attorney's Ofice did not
provide follow up information.

E R I I I I
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NEW YORK COUNTY DI STRI CT ATTORNEY' S OFFI CE ( OFFI CE)

Fol l ow-up Audit of the Financial and Qperating Practices of the
New York County District Attorney’'s Ofice, July 1, 1998, to
June 30, 1999

Audit # FPOO- 086F

Conptroller's Audit Library # 7131
| ssued: Cctober 18, 2000

Monetary Effect: None

I nt roducti on

This followup audit determ ned whether the New York
County District Attorney’s Ofice (Ofice) inplenmented the 36
recommendati ons made in a previous audit report (FP97-175A;

i ssued Decenber 9, 1997), which evaluated the Ofice’'s
conpliance wth applicable Gty payroll, purchasing, and
ti mekeepi ng procedures.

Pursuant to Article 13, 8 13, of the State Constitution,
District Attorneys are constitutional officers elected every
four years. The City's five District Attorneys, under New
York State County Law, Article 24, 8 Attorneys are
constitutional officers elected every four years. The Cty's
five District Attorneys, under New York State County Law,
Article 24, & 927, protect the public by investigating and
prosecuting crimnal conduct in their respective counties.
The District Attorneys enforce the provisions of the penal
| aw and all other statutes. Their principal activities
i ncl ude screening new cases, preparing information and
gat hering resources for hearings, and presenting cases in
court for trial and appeal.

In fiscal year 1999, the Ofice spent $60,978, 938, on
Personal Services (PS) and $6, 855,175 on O her Than Persona
Services (OTPS). As of Decenber 14, 1999, the O fice enpl oyed
483 Assistant District Attorneys (ADAs) and 796 non-| egal
staff workers.

Resul ts

The O fice has inplemented 17 of the 36 earlier
recomendati ons; two recommendati ons were partially
i npl enented. One reconmendati on was not applicable and 16
wer e not i npl enent ed.



District Attorney’s Office, New Y ork County

The 17 recommendations that were fully inpl enent ed
pertain to the follow ng: (1) charging all non-ADA (Assi stant
District Attorney) enpl oyees for unexcused | ateness in
accordance with the DA's (District Attorney) policy and the
Cty's Tine and Leave Regul ations; (2) deducting all recorded
unexcused | atenesses from | eave bal ances of the 25 non- ADA
enpl oyees who arrived |ate and were not charged; (3) ensuring
that all enployees who are required to clock in with
ti mecards are doing so each day; (4) ensuring that al
approval forns for tine earned and used are naintained for
future reference; (5) posting time used by ADA and manageri al
staff to PMS for the actual days the enpl oyees used their
time; (6) inplementing supervisory reviews over tinekeeping
functions to ensure the accuracy and proper recording of
ti mekeepi ng transactions; (7) adjusting affected enpl oyees’
| eave bal ances in PM5 to correct errors found during the
prior audit; (8) ensuring that the appropriate recordkeeping
procedures are inplenented and that all files for separated
enpl oyees are mai ntained; (9) docunenting requests and
approvals for all pay increases; (10) ensuring that purchase
orders are not split to circunvent conpetitive seal ed bi ddi ng
requi renents; (11) ensuring that all purchasing docunents are
st anped "vouchered" after conpleting the voucher’s post-
audit; (12) instructing staff to prepare and revi ew vouchers
in accordance with Conptroller’s Directive #3; (13) ensuring
that all Inprest Fund checks contain the restrictive
statenent "void after 90 days"; (14) ensuring that |nprest
Fund checks do not exceed the $250 Ilimt set by Conptroller’s
Directive #3; (15) ensuring that supporting docunentation
exi sts before Inprest Fund checks are signed and di sbursed;
(16) issuing a paynent voucher whenever a purchase exceeds
$250; (17) requiring non-ADA enpl oyees to provi de nedi cal
docunent ati on when they exceed the all owabl e nunber of
undocunent ed sick | eave instances.

The two reconmmendati ons that were partially inplenented
pertain to: (1) inplenmenting checks and bal ances over
ti mekeepi ng functions to reduce errors and to nmake sure that
time records are conplete; and (2) including non-capital
assets on the Ofice' s inventory list.

The 16 recommendations that were not inplenented pertain
to the following: (1) ceasing the practice of allow ng
enpl oyees to take early departure before holidays w thout
chargi ng such time against their | eave bal ances; (2)
requi ring ADAs and managerial staff to submt tinme sheets
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weekly; (3) limting enployees’ annual |eave bal ances to

tw ce their annual |eave accrual rates; (4) informng

enpl oyees in witing of City guidelines regarding the two-
year maxi mum annual |eave restriction; (5) providing witten
aut hori zations to enployees who are requested to forego their
vacations; (6) requiring non-ADA enpl oyees to use
conpensatory tine within 120 days fromthe tine it was
earned; (7) providing specific witten notification to

enpl oyees with conpensatory tinme bal ances ol der than 120
days, stating that such tinme nust be used within a reasonabl e
period or wll be converted to sick |eave; (8) obtaining
witten authorizations for enployees to carry over excess
conpensatory tinme (where workl oads prevent these enpl oyees
fromusing up this tine); (9) ensuring that all non- ADA

enpl oyees, separating fromCity service are paid in
accordance with City guidelines; (10) ensuring that all ADAs
separating fromCity service are paid in accordance with the
Ofice' s guidelines; (11) reviewing all separation payouts
and attenpting to recoup any overpaynents found during the
audit period; (12) requiring ADAs to record their daily
arrival and departure tinmes; (13) transferring into titles
wi t h hi gher maxi mum ranges those enpl oyees who earn nore than
their current titles permt; (14) requiring enployees to sign
t he paycheck distribution PVM5 319 Report; (15) ensuring that

i ndi vi dual s responsi bl e for paycheck distribution sign the
PMS 319 Report indicating that they successfully distributed
the paychecks to the |isted enpl oyees; and, (16) ensuring
that witten authorization is obtained fromenpl oyees who
designate other individuals to pick up their paychecks.

Accordingly, we repeat the 2 recommendati ons that were
only partially inplenented and the 16 recommendati ons t hat
wer e not i npl enent ed.

In addition to following up on the earlier
recommendati ons, various tests of the Personal Service (PS)
and O her Than Personal Service (OIPS) expenditures of the
O fice were conducted. These tests found that: (1) sanpled
enpl oyees were bona fide enployees; (2) all Purchases were
for eligible expenses and were for necessary Ofice
operations; (3) proper approvals were obtained for al
pur chases; each voucher had its proper authorized signatures
and anounts, and listed a specific payee, in accordance with
Comptroller’s Directive #24; (4) Cty requirenents contracts
wer e used, when appropriate; (5) Inprest Fund bank
reconciliations were accurately performed; and, (6) there was
adequat e segregation of duties over its purchasing function.
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Accordingly, this report does not contain any new
reconmendat i ons.

In its response, the Ofice miintained its position,
taken during the previous audit, related toits tine and
| eave and severance policies. In that regard, the Ofice
stated that it will continue to allowits non-legal staff to
| eave work early on days before major holidays w thout
requiring themto charge their | eave balances, that it wll
not require ADAs to record their arrival and departure tines
or submt weekly tinesheets, that it will continue to allow
non- ADA enpl oyees to accunul at e excess annual | eave and
conpensatory tinme, and, that it would continue certain
policies that would, in our opinion, cause it to overpay non-
ADA enpl oyees on their separation from enpl oynent. However,
the Ofice agreed to inplenent 7 of the 18 recomendati ons
contained in this report relating to: the conpl eteness of
time records, the paynents nmade to ADAs on separation, paying
enpl oyees’ sal ari es over the maxi num anounts for their
titles, enployees not signing for paychecks, unsigned
paycheck distribution reports, and weaknesses in inventory
controls.

Updat e

The O fice reported that it in the process of
i mpl enenti ng the seven recommendations it agreed with,
i ncluding the foll ow ng:

The O fice is inproving its tinekeeping process, and
requires a second review of data entries.

The O fice will amend its witten policy to specifically
address | eave bal ances of deceased enpl oyees.

The O fice is in the process of reviewing the City titles
into which its enpl oyees have been pl aced.

The Ofice is tightening its paycheck distribution
procedures, focusing on obtaining the required signatures.

The O fice continues to work towards devel oping a
conpr ehensi ve office-w de inventory system

kkkikkkkhkkkik*
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BOARD OF EDUCATI ON ( BOE)

Fol l ow-up Audit Report of the Internal Controls of the Board of
Education’s Data Center

Audit #7F01-113

Conmptroller’s Audit Library # 7228
| ssued: May 8, 2001

Monetary Effect: Not Applicable

I nt roducti on

This followup audit evaluated (1) whether the New York
City Board of Education (the Board) inplenmented the
reconmendati ons nmade in an earlier audit report entitled
Audit Report of the Internal Controls of the Board of
Education’s Data Center (Audit No.7A95-172, issued June 15,
1995); and (2) whether the Board has proper security controls
over its Internet connectivity.

Resul ts

The previous audit nade the five recommendations to the
Board, of which three were partially inplenented, one was not
i npl enent ed, and one was not applicable. Regarding the
partially inplemented recomendations, the Board’' s disaster
recovery plan has been inproved substantially, and the Board
installed the tine-out feature on its Enployee Information
System Autonmate the Schools system Child Assistance Program
system and TBANK payrol |l information system However, the
Board did not inplenent the recommendation to fully test the
di saster recovery plan and docunent the results.

To address the weaknesses that still exist, the report
made si x recommendations, in sunmary, that the Board:

Establ i sh and equip an alternate processing site to serve as
a back-up site so that in the event of a Data Center

di saster, the Board could resune mssion-critical data
processi ng operations.

Conpl ete, formally approve, and annually test its disaster
recovery pl an.

Update the disaster recovery plan when the information it
cont ai ns becones obsol et e.
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| mpl enent tine-out features for the Financial Accounting
Managenment Information System the Custodial Payroll System
and the Gal axy conputer system

To address Internet connectivity weaknesses, we nade SiX
recommendati ons, specifically, that the Board:

Establ i sh and i npl enent procedures for using polling
software to catal og and nonitor individual workstation
har dware and software

Conduct regul ar penetration testing of its conputer networks
and docunent the results; and based on the testing, update
its Internet security.

Establish and i npl enent Internet security procedures for
generating web-server statistics on all web-rel ated
activities, including all websites accessed by the Board s
staff.

Establish and i npl enment Internet security procedures for
scanning all web-related activity for unusual or suspicious
activities.

Establish and i npl enment Internet security procedures for
using filtering software to control access to undesirable
websites by Board staff.

Establ i sh and i npl enent procedures for nonitoring al
i nbound and out bound traffic passing through the firewalls.

The Board generally agreed with the audit’s findings and
recommendati ons, but stated that it was unable to inplenent
t he reconmendati on to nonitor inbound and outbound traffic
through the firewalls, because it could not commt to the
requi red fundi ng.

Updat e

The Board did not provide foll owup information.
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BOARD OF EDUCATI ON ( BOE)

Adm ni strative Staffing of the Board of Education's Central
Ofice July 1, 1998, to June 30, 1999

Audit # MD0O- 063A

Conmptroller’s Audit Library # 7126
| ssued: August 28, 2000

Monetary Effect: None

I nt roducti on

The general objective of this audit was to determ ne
whet her the Board of Education’s (the Board) criteria for
classifying personnel as central admi nistrative staff are
appropriate and if its new Headcount Tracking System (HTS)
accurately tracks and reports its central admnistrative
staff headcount. This audit also determned if the Board was
effectively using HTS as a nanagenent tool. To neet these
obj ectives the audit determ ned whether all central
adm ni strative staff paid through the Board’s central
adm ni strative payroll were included in HTS; and to what
extent the Board was using HTS as a tool to track and nonitor
central administrative staffing |evels.

The Board defines its “central admnistrative staff”
(wth certain exceptions) as individuals who work at or
report to one of its Central Ofice buildings or |ocations.
During 1999, the Board renoved fromthe “central
adm nistrative staff” classification sone personnel who
directly supervise or support schools. These include
adm nistrative staff in the Chancellor’s District and Hi gh
School Superintendencies, as well as persons who dea
directly with schools for Special Education Services.

Al t hough not included in the central adm nistrative staff
headcount, these individuals are paid through the Central
O fice payroll.

In 1989, the Board inplenented the Headcount Managenent
System (HM5) to nmaintain an accurate count of central
adm nistrative staff and to nonitor and control the growth of
central administrative staff. In February 1999, the Board
replaced HVs with the Headcount Tracking System (HTS).
According to Board officials, this systemwas better equi pped
to track and nonitor Central O fice staffing | evels.
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According to the figures reported by the Board in the
Mayor’ s Managenent Report (MVR), central adm nistrative
headcount has declined over the |ast ten years—+rom 4,170 in
fiscal year 1989 to 3,068 in fiscal year 1999.

At the exit conference, Board officials provided an
adj usted central adm nistrative headcount for fiscal years
1994 through 1999. These headcount figures were revised to
excl ude those personnel reclassified in 1999 as non-centra
adm nistrative staff. While the Board' s adjusted figures
show that its overall central admnistrative staff decreased
bet ween fiscal year 1994 and 1999, from 3,713 to 3,068, there
was an increase of 249 fromthe beginning of fiscal year 1998
to the end of fiscal year 1999, the two fiscal years reviewed
inthis audit.

As reported in the Chancellor’s 1999- 2000 Budget
Request, the Board enpl oyed 131, 221 persons as of February 1,
1999: 75,471 teachers and 55, 750 non-teachi ng personne
(including 2,819 central adm nistrative staff). (W used the
Board' s adjusted nunber, not the 3,068 headcount figure
reported in the Mayor's Managenent Report.) The Board spent
approximately $139 mllion (2% of the $7.3 billion personnel
expenditures in fiscal year 1999 on its central
adm ni strative staff.

Resul ts

The Board reported that its central admnistrative
headcount declined by 12.6 percent—from 3,510 to 3, 068—From
t he begi nning of fiscal year 1998 through the end of fisca
year 1999, according to HTS. (HTS did not have reported
headcount figures for the beginning of fiscal year 1998.
Therefore, as agreed to by Board officials, we used HTS
reported figures as of October 1997.) As footnoted in the
fiscal year 1999 MVR this decline resulted froma
reclassification by the Board of personnel working in the
Chancellor’s District, H gh School Superintendencies, and
Speci al Education Services who directly supervise or support
schools. These persons were classified as directly involved
in instruction, and thus excluded fromthe centra
adm ni strative headcount. However, the MVR, including the
acconpanyi ng footnote, did not restate the headcount reported
for fiscal year 1998; nor did it indicate the nunber of
positions now excluded fromthe central admnistrative
headcount by the reclassification. Therefore, we adjusted
the fiscal year 1998 headcount for the excluded personnel,
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and concl uded that the central adnministrative staff actually
i ncreased by 249, (9 9.

The Board no | onger tracks the headcount for the five
districts now excluded fromits central admnistrative
headcount, in either HTS or the district-Ilevel Headcount
Managenent System but we found that for three districts of
the five for which data was avail abl e, the headcount
i ncreased by 6 percent.

In addition, the Board does not al ways consistently
classify certain types of admnistrative staff in terns of
i ncluding or excluding themfromHTS. Furthernore, HTS does
not always reflect tinely central adm nistrative staff
term nations. Based on our review, these problenms may result
in a small overstatenent of HTS fiscal year-end headcount.

W found little evidence that the Board uses HIS to
systematically track or nonitor central admnistrative
staffing levels or salaries. After the exit conference we
recei ved tabl es show ng authorized and actual headcounts, but
we did not receive any evidence that the HIS headcount
figures were anal yzed by Board officials to determ ne the
cause of any unusual trends, such as increased staffing in
certain departnents.

If fully utilized, HTS could strengthen the control of
the Board of Education over the growh of the central
adm nistrative staff headcount, and enable it readily to hold
the Chancell or nore accountable for controlling the size of
the Central Ofice. Such HTS information would al so
facilitate an understandi ng and oversight of Central Ofice
staffing by elected officials, parents and other interested
parties.

The audit nmade seven recommendations to the Board, the
nost significant of which are |isted below. The Board
shoul d:

Put its definition of central admnistrative staff in
witing. This definition, and any future nodifications to
it, should be approved by the Chancellor’s Ofice.

Track and report the adm nistrative headcounts for the
districts the Board excludes from HTS on a basis conparable
to how the informati on was previously reported by HTS.



Education, Board of

Ensure that any new reports that include further changes in

the Board' s definition of central adm nistrative staff

include a reconciliation to previous HTS reports to all ow

for an ongoi ng conparative analysis of adm nistrative
staffing levels of the Board's Central Ofice Districts.

Periodically review HTS to ensure that only those enpl oyees

who neet its criteria for classification as centra
adm ni strative staff are included in the centra
adm ni strati ve staff headcount.

Anal yze the HTS reports to track, nonitor, and report on its

central admnistrative staffing and salary | evels.

The Board agreed with four of the audit’s

recommendations, and will inplenment themw th nodification.

The Board did not agree with the remaining three audit
recommendations. In its response, the Board stated:

“The Board agrees with four of the seven recomendati ons and
will inplenment them W disagree with and will not inplenent

recommendati ons two, four and seven.

“The Board continues to refine all its managenent systens in

an effort to direct nore dollars to schools and less to
central .”

Updat e

The Board reported that it has fully inplenmented the
four recomendations that it agreed wth.

kkkikkkkhkkhk*k

BOARD OF EDUCATI ON ( BOE)

Report on the Admnistrative Staffing at the Board
Education’s District/Superintendency Ofices

Report # MDO1- 093A

Conptroller’s Audit Library # 7266
| ssued: June 19, 2001

Monetary Effect: Not Applicable
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I nt roducti on

This report evaluated how the Board of Education’s
(Board) District/Superintendency Ofices deploy their fisca
year 1999 resources between adm nistrative and instructional
services. It also conpared adm nistrative personnel costs of
the 32 District/ Superintendency Ofices.

As stated in the Board s Budget and Expenditure Reports,
the total Board budget for fiscal year 1999 was $10.53
billion. The total expenditure for fiscal year 1999 was
$10.45 billion. 1In fiscal year 1999,

Di strict/Superintendency Ofices enployed a total of 2,364
adm nistrative staff.

Resul ts

We reviewed the Board's staffing and personnel costs at
its District/Superintendency O fices for such factors as:

Increases in District/Superintendency Ofice personnel

costs. The District/Superintendency Ofice personnel costs

i ncreased fromfiscal year 1998 to fiscal year 1999 for all
but one Community School District (CSD). The average
personnel cost increase was 40 percent. In conparison
personnel costs showed an average increase of 8 percent from
fiscal year 1999 to fiscal year 2000.

Board officials stated that the main reason for the
i ncrease in personnel costs at the District/ Superintendency
Ofices fromfiscal year 1998 to fiscal year 1999 was the
decentralization of the Commttee on Special Education and
the placing of the Universal Pre-Kindergarten program under
the control of the CSDs.

Di strict/ Superintendency Ofice personnel costs per student.
The average District/ Superintendency O fice personnel cost
per student for the 32 CSDs in fiscal year 1999 was $125.
The per student costs ranged froma |ow of $85 (CSD 10) to a
hi gh of $271 (CSD 1).

Board officials infornmed us that in general, |ower
student enrollment figures or high salaries of senior
district staff could translate into higher personnel costs
per student
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Conpari son of District/Superintendency Ofice budget to
act ual personnel costs.

El even Di strict/ Superintendency O fices exceeded their
personnel cost allocation within their CSDs’ total fiscal
year 1999 budgets by a range of .07 percent (CSD 11) to 9.5
percent (CSD 3).

Board officials stated that actual costs reported by
CSDs are higher than reported budgeted costs because figures
used for Budget Reports represent costs at a certain point in
time. Moreover, the Budget Reports are based on average
sal ary costs, not actual salary costs, and do not take into
account staff overtinme expenses.

Di strict/ Superintendency Ofice personnel costs as a
percentage of total CSD personnel costs.

The average District/Superintendency O fice personnel
costs as a percentage of total CSD personnel costs for fiscal
year 1999 was 1.9 percent. The individual CSD percentages
ranged froma low of 1.2 percent (CSD 10) to a high of 3.1
percent (CSD 1).

To determ ne whether there was a rel ationshi p between
t he above CSD costs and student academ c perfornmance, we
reviewed Cityw de readi ng and math assessnent test scores for
t he school years 1998 and 1999. W found no rel ationship
bet ween CSD costs and their test performance.

According to Board officials, the reasons certain
districts have a higher percentage of
Di strict/ Superintendency Ofice personnel costs to total CSD
per sonnel costs are overcrowded schools, seniority of staff
in a District/ Superintendency Ofices, and CSD budget
practices.

We requested the organi zation charts for each of the 32
CSDs to better understand how their adm nistrative enpl oyees
wer e depl oyed. After repeated requests, we received
organi zational charts fromonly 22 CSDs. The Board s CSDs are
given a great deal of autonony in their operations. The
creation and nmai ntenance of organization charts by all its
CSDs woul d be a good oversight tool for the Board’ s Central
Ofice, elected officials, parents, and other interested
parties.
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This report made one recomendation, nanely that the
Board shoul d:

Ensure that all 32 CSDs devel op and nmi ntai n organi zati on
charts and that the charts include enpl oyee nanes and
titles.

The Board agreed with the report’s concl usions and
reconmendat i on.

Updat e

The Board did not provide follow up information.

*kkkikkkkkkk*k

BOARD OF EDUCATI ON ( BOE)

Second Followup Audit of the Board of Education’s
Adm ni stration of the Special Education Program

Audi t #MD0O1- 103F

Conptroller’s Audit Library # 7213
I ssued: April 25, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned whet her the Board of
Education (the Board) inplenented the six recommendations
made in a prior audit, Followup Audit on the Board of
Education’s Adm ni stration of the Special Education Program
(Audit No. M396-121F, issued June 20, 1996). The prior
foll owup audit found that although the Board |isted
performance indicators in various internal and public
docunents, those indicators were not collated in a system
wi de, conprehensive report. Such a report would allow the
Board to nonitor the performance of its special education
program and woul d i ncl ude both perfornmance and cost data to
measure success and to strengthen accountability.

During fiscal year 1999, there were 85,988 students
classified as having a disability. For fiscal year 1999, the
Board budget ed speci al education funds of approximately $2
billion—$24, 313 per student in city, state, and federa
funds.
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Resul ts

The Board inplemented three of the six reconmendations
made in the June 20, 1996, follow up audit report. These
recomrendat i ons concerned the inclusion of nore specia
education indicators in its annual school reports and in the
Mayor’ s Managenent Report, and conducting extensive staff
trai ni ng when new student perfornmance reports are rel eased.
The Board partially inplenented two reconmendati ons that
dealt with: 1) devel oping a systemw de, conprehensive
performance report to evaluate overall student progress in
speci al education; and in the interim 2) ensuring that its
aggregate annual reports on student performance and its
i ndi vi dual school and district annual reports include special
education indicators, separated from general education
i ndicators. One reconmendation, that the Board include nore
speci al education indicators fromthe District 75 annual
school reports in the annual school reports for elenmentary,

i ntermedi ate, and high schools, is no |onger applicable.

In summary, our office has perforned a total of three
audits to date, including two foll owup audits, on the
Board’ s speci al education program |In the first two audits,
a total of 11 recommendati ons were made, of which three
over|l apped. All of the recomendati ons, except for two—which
are interrel ated—have been inplenented or are no | onger
applicable. The two renmining recomendati ons have been
conbined into this report’s one recommendation |isted bel ow

The Board shoul d devel op a systemwi de, conprehensive
performance report to evaluate overall student progress in
its Special Education Program this report should include
performance and cost data that the Board is al ready
reporting on at the district |evel.

In its response the Board di sagreed with our
recommendati on stating:

“We disagree with and will not inplenent the
reconmmrendat i on because we bel i eve t hat
di ssenminating a separate systemni de, conprehensive
performance report is contrary to the specia
education reform efforts undertaken by the Board
and the State Education Departnent. Furt her nore
el enents in the Annual School Report enable parents
to conpare the performance of special education
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st udent s. Ther ef or e, a separate report is
redundant . ”

Update: Not Applicable

kkkikkkkikkkik*

BOARD OF EDUCATI ON ( BOE)

Audit on the New York City Board of Education's Conpliance with
Fire and Safety Regul ations in El enentary School s

Audit # MHO- 184A

Conptroller’s Audit Library # 7262
| ssued: June 14, 2001

Monetary Effect: Not Applicable

I nt roducti on

This audit assessed the Board of Education's (BOE)
conpliance with fire and safety regul ations at el enentary
schools. The auditors perfornmed field inspections of 31
randomy sel ected elenentary schools in the five boroughs.
Initially 15 schools were tested for 32 specific fire and
safety areas. Based on the results of the initial 15
schools, the auditors identified five key fire and safety
areas that were determned to be nost critical and that
created the nost potential for violations. The auditors
tested only for these areas in the remaining 16 el enentary
schools in the sanple. These five high-risk areas incl uded:
(1) | ocked or stuck exterior exit doors; (2) sw nging hallway
and stairwell doors not opening or closing properly; (3)
unl ocked access gates and doors |l eading to roof; (4)
obstructions to doors; and (5) inoperable or defective fire
al arm systens. Based on a request from nenbers of the Board’'s
Audit Advisory Committee, we performed conprehensive
inspections for the 32 fire and safety areas at three high
schools with the | argest student populations in New York
C ty-Brooklyn Tech H gh School, De Wtt Cinton H gh Schoo
in the Bronx, and Newton Hi gh School in Queens.
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Resul ts

Twenty of the 31 el enentary schools were non-conpli ant
in at |least one of the five key fire and safety areas tested.
The results of the inspections were as foll ows:

whil e the schools were session, twelve had from1 to 9 exit
doors each that were either |ocked or extrenely difficult to
open, thereby limting escape routes of students and staff

18 schools had from1 to 19 swi nging hallway and stairwell
doors each that either did not close conpletely, open
properly, or had probl ens opening and cl osi ng.

3 school s had access gates and doors | eading to the roof
that were left open.

5 school s had obstructions, such as | adders, desks, chairs,
recycling bins, etc., blocking doors.

2 school s had inoperable fire alarmsystens, and 1 schoo
had a defective systemthat activated by itself.

Wil e the nunber of incidents of non-conpliance in these
areas may be low, the potential risk to the Iives of students
and staff cannot be ignored and is high even if there is only
one instance.

In addition to the five high-risk fire and safety areas,
ot her problenms were found throughout the schools and incl uded
non- conpl i ance with: regulations for record keepi ng of
i nspections of fire alarm systens, sprinkler systens, snpke
detectors and of the nunber of required drills; and
regul ations for functioning lighted exit signs and other
itenms inportant to safety in a school buil ding.

At each of the three high schools, problens were found
with swinging hallway or stairwell doors not opening or
cl osing properly. At one high school, one of the doors
| eading to the roof was |eft open.

The audit nmade 13 recommendati ons to BCE, anong them
that BOE shoul d organi ze and carry out a systemw de
i nspection of all school buildings to identify fire and
safety problenms and correct the problens i medi ately.

In its response, BOE agreed to take steps imediately to
i npl enment all the audit recommendations. In addition, BOE
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conducted inspections of 690 el enmentary schools and, based on
its findings, schedul ed the necessary repairs. BCE al so

rei ssued gui del i nes and nmenoranda to custodi ans, principals,
and plant nmanagers regarding fire and safety
responsibilities. BOE i medi ately corrected the deficiencies
found and reported by the auditors for the specific schools
cited in the report.

Updat e

The Board advised that "in response to the final report,
DSF agreed to inplement four recommendati ons (one, four, five
and twelve). DFS has inplenented recomendati ons one, four
and five, and reconmmendation twelve will be inplemented in
March 2002. "

kkhkkkkkkhkk*

BOARD OF EDUCATI ON ( BOE)

Fol l owup Audit of the Board of Education's Internal Controls
Over Student MetroCards.

Audit # MIO1-127F

Conptroller's Audit Library # 7254
| ssued: June 11, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned whet her the Board of
Education (the Board) has inplenmented three reconmendati ons
made in a previous audit entitled Audit of the New York Gty
Board of Education’s Internal Controls Over Student
MetroCards (MI98-126A issued June 30, 1998). That audit
eval uated the Board' s internal controls over the distribution
and security of Student MetroCards to ensure that students’
transportati on needs were adequately net. The previous audit
found that the O fice of Pupil Transportation (OPT) had good
controls over the receipt and distribution of, and
accountability for, the Student MetroCards. However, once
Student MetroCards were forwarded to the schools, the Board
could not rely on the schools’ recordkeeping to account
accurately for the distribution of the MetroCards to
student s.
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Resul ts

O the three recommendati ons we nmade in the previous
audit, the Board inplenmented the recomendati on that it
provi de additional training for transportati on coordinators
to ensure that all are properly instructed in the use of the
Aut omat e The Schools (ATS) system The Board partially
i npl enented the recommendati ons that: schools naintain
accurate records regarding the distribution and storage of
the MetroCards so that OPT can adequately determ ne the needs
of the schools prior to being notified by New York City
Transit (Transit) of the schools’ replacenent needs; and al
school s review and foll ow the Board's distribution and
security procedures for Student MetroCards and i nmedi ately
notify Transit when reporting |lost, stolen or damaged
Met r oCar ds

In this followup audit, it was determ ned that the
Board's internal controls over Student MetroCards had
i nproved. O the 37,056 Student MetroCards received by the 12
school s in our sanple that we re-exam ned during this follow
up audit, the total gross discrepancy between OPT s records
and the records nmintai ned by the schools was only 920 cards
(2% . This represents a significant inprovenent over the 19
percent gross discrepancy rate in the previous audit. The
four schools that we had identified as having serious control
deficiencies during the previous audit have significantly
i nproved their controls. They had accurate records—both
manual and conputeri zed—+egardi ng the disposition of the
St udent MetroCards and they could account for all of the
cards that they received from OPT.

However, we noted sonme weaknesses. Transportation
coordi nators at eight schools that we did not visit during
the previous audit reported i naccurate distribution
i nformati on on the ATS system Two of the eight schools had
i nconpl ete manual records regarding card distribution and did
not ensure that all students signed the | ogs when they
received a MetroCard. Furthernore, coordinators at only six
of the eight schools kept the undistributed MetroCards in a
| ocked safe as required in the OPT manual. Finally, the
transportation coordinators at these eight schools did not
al ways update the ATS systemin a tinely manner (within 24
hours) to record card deactivati ons.

To address the conditions found in this audit, we
recomrended that the Board:
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Reiterate its policy that schools maintain accurate

i nformati on on the ATS systemregardi ng the disposition of
Student MetroCards. To assist in this area, the Board
shoul d require that schools not enter information in the ATS
systemregarding a student’s MetroCard assignnent until that
student has actually received a MetroCard.

Rei nforce the requirenment that schools ensure that students
sign distribution |ogs upon receiving MetroCards, as stated
in the OPT instruction manual .

Ensure that all schools reviewthe Ofice of Pupi
Transportation Instructional Manual and foll ow the
procedures regarding security of the Student MetroCards.

The Board agreed with the results of this follow up
audit and is inplenmenting its recommendati ons.

Updat e

The Board did not provide follow up information.

kkkikkkkhkkkik*
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DEPARTMENT OF EMPLOYMENT ( DOE)

Followup Audit Report of the Departnent of Enploynent’s
Aut omat ed | nformation System

Audit # 7F01-156

Conmptroller's Audit Library # 7233
| ssued: May 21, 2001

Monetary Effect: Not Applicable

I nt roducti on

This followup audit objectives were to determn ne
whet her the Departnment of Enploynment (DOE) inplenented the
recomendati ons made in an earlier audit entitled Audit
Report of the Departnment of Enploynent’s Devel opnent and
| mpl enentation of the Automated Information System (Audit No.
7A97- 155, issued June 30, 1997). The earlier audit eval uated
whet her DOE had appropriate system devel opnent proj ect
managenent controls in place when inplenmenting the Autonated
I nformati on System (AIS). The current audit discusses the
recomrendati ons we nmade earlier as well as the inplenentation
status of those reconmendati ons.

The previous audit concluded that poor project planning,
i nconpl ete system design, |ack of quality assurance, and | ack
of proper testing of the Automated Case Managenent System
(ACVB) caused the AIS project to be |ate, over-budget, and
not fully conpliant with contractor and agency needs.

Resul ts

This audit found that of the 18 recommendati ons to DOE
in the previous audit 17 have been inplenented, and 1 is no
| onger applicable. In addition, the audit found that DCE
needs to inprove its network nonitoring and that it does not
i nclude audit departnent personnel in ACVS user group
neetings. To address these two new i ssues, the audit now
recomrends t hat DOE:

Activate the existing AUDI TCON utility to inprove DCE s
ability to nonitor network settings and files. Since

AUDI TCON uses significant network space and coul d sl ow
systemresponse tinme, DOE could alternatively purchase third
party software to achi eve the sanme purpose.

Have an internal audit representative attend all ACMS user
group neetings.
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DCE officials indicated that they agreed with the
audit’s two recommendati ons.

Updat e

DOE reported that it has inplemented both of the audit's
reconmendat i ons.

kkkikkkkhkkhk*k

THE DEPARTMENT COF EMPLOYMENT ( DOE)

Audi t Repor t on the Departnent of Enpl oynment’s  Snal |
Procurenent and Vouchering Practices

Audit # MEOO- 168A

Conptroller’s Audit Library # 7144
| ssued: Decenber 22, 2000

Monetary Effect: None

I nt roducti on

This audit determ ned whet her the Departnent of
Enpl oynent (DOE) conplied with Charter provisions,
Procurenent Policy Board Rules (PPB), and Conptroller’s
Directives related to small procurenents. The scope of this
audit covered the period July 1, 1998 to June 30, 1999.

DCE seeks to advance the City’'s human services and
econoni ¢ devel opnent goal s by providing enpl oynment services
to econonical ly di sadvant aged, unenpl oyed, and under enpl oyed
adults and youths. DOE works in partnership with the Private
I ndustry Council, businesses, educational institutions, |abor
uni ons, and conmunity-based organi zations to acconplish these
goals. DCE also works closely with the Hunman Resources
Adm ni stration to provide enploynent-related services to
publ i c assi stance recipients.

In fiscal year 1999, DOE's O her Than Personal Service
(OTPS) expenditures amounted to $131, 115,872. O this anount,
$1, 507, 104 was spent on “snall procurenents,” consisting of
219 purchase orders totaling $1,088, 254 and 221 mi scel | aneous
vouchers totaling $418,850. Rules governing an agency’s
handl i ng of its procurements are found in the New York City
Charter (the Charter), the City' s Procurenent Policy Board
(PPB) Rules, and Conptroller’s Directives #6, #24, and #25.
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Resul ts

DOE conmplied with various PPB Rules and Conptroller’s

Directives when processing its small procurenents and

m scel | aneous vouchers. However, there were weaknesses in
DCE' s adm nistration of its small procurenents. There were a
nunber of areas in which DCE did not conmply with certain
rules related to small procurenents:

DOE i nappropriately split purchases totaling $139, 563 from
four vendors, circunventing conpetitive seal ed bid
requirenents;

DCE did not always use the correct object codes;

all necessary signatures were not always on purchase orders
or m scel | aneous vouchers;

DCE did not always solicit five required suppliers when
obt ai ni ng bi ds; and

DCE did not al ways use avail abl e requirenment contracts when
purchasing itens.

The audit resulted in five recommendati ons to DOCE, that
shoul d:

Better estimate its procurenent needs and stop artificially
di vidi ng procurements to keep the value of contracts under
smal | purchase threshol ds.

Ensure that its staff is using the correct object codes when
recordi ng purchase orders and m scel | aneous vouchers.

Ensure that all vouchers contain all necessary signatures.

Ensure that the required five vendors are solicited for bids
when purchases are $2,500 or nore.

Use the City’ s requirenent contracts whenever goods and
services are avail abl e.

DCE agreed with the report’s recomendati ons.

Updat e

DOE did not provide follow up information.

R O O I
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DEPARTMENT OF ENVI RONMVENTAL PROTECTI ON ( DEP)

Audit Report on the Construction of Gty Water Tunnel No. 3,
Stages 1 and 2, and the Planning for Stages 3 and 4

Audit # EV9- 115A

Conmptroller's Audit Library # 7180
| ssued: February 9, 2001

Monetary Effect: Not Measurable

I nt roducti on

The audit assessed the reasonabl eness of City Tunnel No.
3 stage 1 and 2's construction schedul es and costs and
det erm ned whet her DEP eval uated the necessity to construct
stages 3 and 4. In order to inspect and rehabilitate two
ol der existing water tunnels (Nos. 1 and 2), and to provide
for increased water demand to the City, a new water tunnel
No. 3, was conceived by the City in the 1950's. The Tunnel
consi sts of four stages and was originally schedul ed for
conpletion in 1985 at an estinmated cost of $718 million
($4.26 billion when escalated to 1999). Capital construction
expenditures for stages 1 and 2 have al ready total ed nore
than $1.36 billion, although stage 2 is not schedul ed for
conpletion until at |east 2006. Stages 3 and 4 have not yet
been started, and are estimated to cost $3.3 billion.

Resul ts

To assess the reasonabl eness of stage 1's construction
schedul e and cost, we used the actual construction costs and
schedul es of water tunnel Nos. 1 and 2 as benchmarks. The
audit found that stage 1 could have been constructed within
the 5-to-7 year period that was originally envisioned by the
Board of Water Supply (DEP' s predecessor). However, the
Board and DEP actually took 23 years to conpl ete stage 1.
Nevert hel ess, stage 1 costs were consistent with historica
tunneling costs to construct tunnel Nos. 1 and 2. But, the
prol onged duration to construct stage 1 did require DEP to
undert ake approximately $28 mllion ($41 mllion when
escal ated to 1999) for duplicative tasks, renmedi al work, and
mai nt enance.

To assess the reasonabl eness of stage 2's construction
schedul e and cost, we used a conparabl e deep rock water
tunnel, MetroWest, being constructed in Massachusetts. The
audit found that stage 2 could have taken approxinmately five
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years to conplete, although DEP has been working on this
stage for 13 years, with |l ess than 50 percent of the work
conpl eted. Stage 2 adjusted excavation rates are bel ow the
rate bei ng achi eved at MetroWst. However, stage 2 costs are
generally consistent wth those of MtroWst.

The audit determ ned that DEP has not re-exam ned the
necessity for constructing stages 3 and 4, although sone of
the original reasons for their construction (e.g., allow ng
addi tional volunme of water to enter the City's distribution
system provide a redundant water supply, neet the needs of
expandi ng eastern parts of the Bronx and Queens) nay no
| onger be relevant. However, in the nore than 30 years since
these justifications were cited, daily water consunption
rat es have been decreasing and are |lower than originally
proj ect ed.

In order to correct the problens identified during the
audit, we recommended that DEP

Consi der awardi ng | arger construction contracts whose scopes
of work are nore commensurate with the total project scope.

Anal yze conveyor belt and tunnel -boring machi ne designs.

Establ i sh formal procedures that require DEP construction
managenent personnel to conduct periodic progress neetings
with contractors and DEP s senior |evel personnel

Require that m nutes be taken and action itens docunented at
progress neetings.

Revise its nonthly status report to include itens such as
executive summary, and critical path managenent chart.

Consi der providi ng geotechni cal design summary reports to
prospective bidders for future tunnels.

Ensure that environnmental reviews (i.e., ULURP and CEQR) for
all Manhattan shaft |ocations proceed in a tinely manner.

Devel op and adhere to a new detailed witten schedul e for
conpl eting stage 2 as expeditiously as possible.

Exam ne its accel eration program for opening the Queens
segnent of stage 2.

Reval uate the necessity for constructing stages 3 and 4.

Enpl oy a consultant or create an intra-agency task force
consi sting of various DEP bureaus to develop a long-term
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construction and rehabilitation plan for the Gty's water
supply system

In their response to the audit, DEP officials stated
that "In summary, the report contains several constructive
suggestions." However, DEP believed that sonme of our
assunptions and anal yses were "seriously flawed." DEP stated
that it "agrees that the planning for Stages 3 and 4 nust be
t horoughly reviewed prior to any action.”

O our 11 reconmendations, DEP agreed with 5, but did
not respond to the other 6. Although DEP agreed that planning
for stages 3 and 4 nust be reviewed, it has no plans for
their funding in either the City's 4-year and 10-year capital
pl ans.

Updat e

DEP reported that it is inplenenting the audit's
recommendat i ons, including the follow ng:

DEP is investigating the possibility of constructing Gty
Tunnel No.3 Stage 3, sinultaneously with Stage 2.

DEP has determ ned that the neans and net hods of
construction chosen by the contractor were the reasons for
the unsatisfactory rates of progress in the Queens Tunnel.
DEP has al so determ ned that the programrates for the

Br ookl yn Tunnel were satisfactory. DEP agrees that the Gty
shoul d i nvesti gate maki ng changes in the contract | anguage
for underground construction that would not put the Gty at
risk.

DEP's Division of Waterworks Construction holds periodic
nmeetings with contractors on current water tunnel contracts.

DEP provi ded prospective contractors for the Manhattan
Tunnel with in-depth geol ogi cal and geo-techni cal data
obt ai ned during the construction of Tunnel No. 1.

DEP now has a witten plan to conplete Stage 2 by June 30,
2010.

R S S I
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DEPARTMENT OF ENVI RONMVENTAL PROTECTI ON ( DEP)

The New York Gty Departnment of Environmental Protection s Land
Acqui sition and Stewardship Program

Audit # M300- 169A

Conmptroller’s Audit Library # 7299
| ssued: June 29, 2001

Monetary Effect: None

I nt roducti on

The New York City Departnent of Environmental Protection
(DEP) protects, manages, and maintains the City s water
supply and distribution systemfor 9 mllion Gty and upstate
resi dents. DEP nust neet federal and state mandates for clean
wat er. Consequently, it has devel oped a Watershed Protection
Programto ensure the integrity of the Cty's water supply.
By strengthening this program the Cty has been granted
condi tional permssion fromthe U S. Environnental Protection
Agency (EPA) to avoid constructing a $6 to $8 billion
filtration plant for its Catskill and Del aware water supply
syst ens.

The Land Acquisition and Stewardship Program (LASP) is a
key conmponent of the Watershed Protection Program LASP
protects water quality through the acquisition and | ong-term
stewar dshi p of watershed | ands | ocated near reservoirs and
sources of water. Through the LASP program the Gty is
commtted to soliciting | and sales fromthe owners of 350, 051
acres of watershed land within a 10-year period that
commenced on January 21, 1997. EPA's Filtration Avoi dance
Det erm nati on does not require the City to purchase any
speci fic anmount of |and.

The objective of this audit was to determ ne LASP s
efficiency and effectiveness in soliciting sale offers from
upstate | andowners, in buying these owners’ |and, and in
nonitoring the use of purchased | and.

Resul ts

The audit concluded that LASP has hel ped to advance the
Wat er shed Protection Programthrough inportant solicitation
and | and purchase achi evements. As of January 21, 2000, the
City had solicited the sale of nore than 168, 000 acres of
| and. As of Decenber 31, 2000, the City had acquired about
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13, 600 acres of Catskill/Del aware watershed | and for about
$44 mllion and had entered into contracts to buy about
12,900 additional acres for about $29 mllion. However, the
audit also identified areas of concern.

Regardi ng sale solicitation, while there was evidence
that DEP nade adequate initial contacts with | andowners,
there was no evi dence that DEP had appropriately followed up
on sone initial contacts. In other instances, after an owner
expressed interest during the solicitation process, there was
no evi dence that DEP nmade adequate follow up efforts to
acquire the | and.

Regardi ng the purchase of |and, while the EPA has stated
that the Gty has nade progress acquiring land in a nunber of
basins, it strongly recomrended that the City intensify its
acquisition efforts around the Kensico Reservoir. Nearly al
of the water fromthe Catskill/Del aware systemflows into the
Kensi co Reservoir before it enters the City' s distribution
system The audit urged DEP to nake a special effort in the
Kensi co basin to reduce the tinme between the signing of the
| and purchase contract and the purchase closing. City
pur chases take, on average, about 16 nonths to progress from
contract signing to closing, whereas private purchases are
often concluded within 3 or 4 nonths. Kensico | andowners
m ght prefer selling their land to private buyers because of
the additional tine necessary to conplete a City purchase.

Regarding DEP' s nonitoring of the use of purchased | and,
the audit noted that LASP s assignnment of this responsibility
to four tenporary | and stewards m ght not have been
sufficient.

The audit nade seven recommendati ons, anong themthat
DEP shoul d: inprove its solicitation and acquisition foll ow
up efforts; regularly update and track the status of al
parcels; continue its efforts to reduce the tine period
bet ween contract signing and purchase closing;, and re-
eval uate the resources it commts to the stewardshi p program

Inits witten response to the audit’s reconmendati ons,

DEP stated that it “will work toward inplenenting the
i nprovenents recommended in the Report.”
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Updat e

DEP reported that it is inplenmenting six of the seven
recomrendati ons, including the foll ow ng:

DEP rem nded its staff in Decenber 2001 of the solicitation
policy and requested staff to nake sure all information and
docunentation pertaining to foll ow ups are recorded.

DEP wll continue to follow up pronptly when owners express
an interest in selling |and.

DEP stated that the standard 18-nonth contract has been
shortened to 12 nonths in Kensico. However, the actual term
of purchase contracts, fromsigning to closing, is dependent
upon the nunber of staff available. LASP is currently
working to close on the three existing purchase contracts in
t he Kensi co basin as soon as possi bl e.

DEP has taken steps to ensure that its pre-contract files
are wel | organized.

*kkkkkkkk*k
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DEPARTMENT OF FI NANCE ( DOF)

Audit Report on New York Gty Departnent of Finance Cash
Controls of the Manhattan, Queens, and Bronx Gty Registers

Audit # MHOO- 163A

Conptroller’s Audit Library # 7132
| ssued: Cctober 20, 2000

Monetary Effect: None

I nt roducti on

DOF s office of the City Register is responsible for
mai ntai ning and recording real property docunents such as
deeds, nortgages, |eases, satisfaction of nortgages, and
personal property docunents such as Uniform Conmerci al Code
(UCC) Financing Statenents and notices of Federal Tax Liens.
The City Register is also responsible for collecting fees and
taxes associated with the recording and filing of these
docunments. DOF maintains Ofices of the Gty Register in
Manhatt an, Brooklyn, Queens, and the Bronx. This audit
focused on the cash controls at the Manhattan, Queens, and
Bronx City Registers. 1In fiscal year 2000, the Cty Register
collected $1.2 billion in fees and taxes. The objective of
this audit was to determ ne whether the Manhattan, Queens,
and Bronx City Registers were in conpliance with
Conptroller’s Directive #11. Specifically, we sought to
determ ne whether fees and taxes were being deposited in a
tinmely fashion, and to evaluate the internal controls over
the collecting and depositing of fees.

This audit is the second of two that were initiated by
the New York City Conptroller’s Ofice, and was conducted
jointly by staff nenbers fromthe New York City Departnent of
Fi nance (DOF) and the New York City Conptroller’s Ofice. To
preserve the audit’s independence, auditors from DOF, working
as ateamwth auditors fromthe Conptroller’s Ofice,
conducted their assignnents under the supervision of the
Comptroller’s Ofice. DOF auditors briefed their supervisors
on the findings as they were devel oped during the audit
fiel dwork.

Resul ts

There was no | arge backl og of unprocessed applications
and undeposited checks, such as was found at the Brooklyn
City Register’s office in the first of these audits, but the
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audit identified various internal control weaknesses at the
Manhatt an, Queens, and Bronx City Register Ofices. These
weaknesses included i nadequate controls over checks returned
for insufficient funds, nonies collected for recording
docunents that cannot be reconciled to the docunents
recorded, errors in paynents of fees and taxes collected, and
failure to report the status of returned checks to the
Conptroller’s Ofice.

Since this was a joint audit, the auditors discussed
their findings and reconmendati ons with DOF during the course
of the audit so that DOF could plan or take i nmmedi ate action
to correct any problens identified. This is in fact what
happened. O the 19 reconmendati ons made, DOF inpl enent ed
17, partially inplenmented one, and stated that it will act
upon the renmining one. Listed below are the nost inportant
recommendati ons of 17 that were inplenented during the course
of this audit—that the Cty Regi ster shoul d:

Deposit cash found in the folders at the Bronx Ofice,
return the 16 checks to the payees, and process al
backl ogged requests for block and | ot changes.

Instruct the cashiers at the Manhattan and Bronx O fices to
foll ow establi shed procedures for handling overpaynents.

Require the Auditor at the Manhattan O fice to receive the
returned checks fromthe bank and maintain a Returned Check
Log.

Amend The Auditor’s Functions to require that the Auditor

revi ew each cash register tape daily before preparing the
bank deposit.

Reprogram t he cash registers at the Queens and Bronx O fices
so that voids are properly classified.

I nstruct non-cashi er enpl oyees at the Bronx O fice not to
accept noney directly fromthe public.

Retrain cashiers at the Queens Ofice to process
over paynments properly.

Establish a policy at the Queens and Bronx O fices whereby
validated daily deposit tickets are returned to each Cty
Regi ster office.

Secure the Manhattan O fice checkbook in a | ocked safe or
cabi net .
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I medi ately informthe Conptroller’s Revenue Mnitoring Unit
of the identity of all Cty Register returned-check

of ficers, and submit the “Report of Monthly Activity for

Ret urned Checks” to the Unit every nonth.

The foll owi ng recomendati on was partially inplenented
by DOF:

Establish a contingency plan at the Queens Ofice for when a
VendaCard machi ne breaks down and cannot be repaired
qgui ckl y.

In addition, DOF stated it would inplenment the
recommendati on to:

Assign only one serial nunber to each transaction, making it
possible to trace the cash receipt to the index files and to
the mcrofil med docunent.

Updat e

DOF reported that it has received budget approval for
four new VendaCard machines. Bidding for the vendor contract
shoul d be conpleted in February 2002. DOF also plans to
upgrade the City Register function using the ACRIS system
The ACRI' S system assigns only one serial nunber to each
transaction. DOF expects that the ACRI S system shoul d be
running in |late 2002.

kkkikkkkikkhk*k

DEPARTMENT OF FI NANCE ( DOF)

Followup Audit of the New York City Sheriff’'s Interna
Controls Over Seized Vehicles

Audi t # MHO- 186F

Conptroller’s Audit Library # 7152
| ssued: January 9, 2001

Monetary Effect: None

I nt roducti on

The Sheriff’'s Ofice has been under the auspices of the
Departnent of Finance (DOF) since July 27, 1995. One of the
functions of the Departnent of Finance is to provide court-
ordered col |l ections agai nst private-sector debtors. The
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Sheriff's Ofice Scofftow Programis one of the prograns DOF
utilizes to performthis function. |In fiscal year 2000, the
Sheriff’'s Scof ftow Program sei zed 51, 768 vehi cl es and
col | ected $27, 762, 690.

This followup audit was conducted to determ ne whether
the New York City Sheriff’s Ofice inplenmented the seven
recommendati ons nade in the previous report entitled Audit of
the New York City Sheriff’s Internal Controls Over Seized
Vehi cl es (Audit #MH95-083A, issued May 3, 1995). In this
report, we discuss the prior report’s recommendati ons as wel |
as the inplenentation status of each recomendati on.

Resul ts

During this followup audit, we found that the Sheriff’s
Ofice inplenmented two recomendati ons and partially
i mpl emented five reconmendati ons. Al t hough there were
i nprovenents, the Sheriff’s Ofice did not distribute and use
the Paid-In-Field (PIF) Forms in nunerical order; did not
tow all vehicles that are eligible to be towed or provide a
witten explanation of why the vehicles were not towed, and,
they did not generate a report fromtheir Gateway systemthat
coul d be mat ched agai nst every entry nmade by deputies in
their nmobile digital termnals. In addition, all conplaints
recei ved by the tow conmpanies were not forwarded to the
Sheriff’s O fice Conplaint Departnent and the Sheriff’s
O fice was inconsistent in assessing |iquidated damages
agai nst tow conpani es who subm tted unacceptabl e tapes.

To address the findings that were partially inplenented,
we have either repeated or nodified the prior report’s
recommendati ons including that the Sheriff’'s Ofice
di stribute and use the PIF receipts in nunerical order; tow
all vehicles that are eligible to be towed and for any
vehi cl es not towed; require deputy sheriffs to provide a
witten explanation of why the vehicle was not towed; ensure
that its MS Unit forward to the supervising deputies a |ist
of all vehicles not towed; generate a report utilizing the
Gateway systemso that it reports on every entry made in the
nobile digital termnals that has a judgnment anount of nore
t han $230; nake the tow conpanies aware of the provision in
the contract which states that copies of all conplaints
recei ved by the tow conpani es nust be forwarded to the
Sheriff’s O fice Conplaint Departnent; and establish witten
criteria defining explicitly when and how |i qui dat ed damages
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will be assessed when a tow conpany subnits nore than a
speci fic nunber or percentage of unacceptabl e vi deot apes.

In its response, DOF agreed with five of the audit’s six
recomendations. Wth regard to our recomendati on that DOF
shoul d establish witten criteria defining explicitly when
and how | i qui dated damages wi Il be assessed, DOF agreed to
explore “the feasibility of establishing such witten
criteria.”

Updat e

DOF reported that it has fully inplemented four of the
five recomrendations it agreed with and is in the process of
i npl ementing one. DOF has asked a vendor to nodify the
Gateway systemso that it can generate reports on every
judgnment of $230 or nore entered in the nobile digita
term nal s.

E R I I I I
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FI RE DEPARTMENT ( FDNY)

Second Followup Audit Report on the New York Gty Fire
Department’s Bureau of Information and Conputer Services Data
Cent er

Audit No. 7F01-070

Conptroller’s Audit Library # 7194
| ssued: March 30, 2001

Monetary Effect: None

I nt roducti on

This second foll owup audit was conducted to eval uate
the New York City Fire Departnent’s (FDNY) progress in the
i npl enentation of the eight recommendati ons nade in the
previous followup audit, entitled Follow Up Audit Report on
the New York City Fire Departnent’s Bureau of |Information and
Conmput er Services Data Center (Audit # 7F97-063, issued March
31, 1997).

The Bureau of Information and Conputer Services (BICS)
main data center is the primary processing site for STARFIRE
EMSCAD, and UNI SYS. STARFI RE and EMSCAD are FDNY' s mi ssion
critical applications. They are the conputer-aided
di spatching systens that support FDNY's ability to respond to
fires and other high priority life threatening energencies.
The UNI SYS system perforns FDNY's adm ni strative processes.

Resul ts

O the eight recomendations in the prior report seven
were i nplenmented, and one was no | onger applicable.

The seven recommendations that were inplenented pertain
to the followi ng: (1) segregating the STARFI RE program and
system functions; (2) requiring STARFIRE to conply with the
same security standards FDNY established for UNI SYS rel ating
to the nunber of sign-on attenpts allowed and the time-out
feature; (3) strengthening the physical security of the data
center; (4) establishing formal change control procedures for
STARFI RE t hat enphasi ze the separation of the programm ng and
operational functions; (5) assuring the technical adequacy of
al |l program changes; (6) docunenting the tape codi ng system
in order to identify all data being stored; and (7)
segregating the system and programmi ng functions of the
STARFI RE system
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This audit al so addressed these new i ssues that were not
related to the prior followup audit: (1) FDNY does not have
an alternate processing site for its STARFIRE system (2)
FDNY does not have access to the version control system for
its STARFIRE system (3) FDNY did not have adequate controls
over its conputer inventory (e.g.: not all equipnment was
tagged and recorded); and (4) FDNY's Internet Security
Architecture Plan did not include penetration testing.

Accordingly, the audit recommended that FDNY managenent :
(1) secure an alternate back-up site for its automated data
processi ng operation; (2) obtain access to the version
control systemfor STARFIRE, (3) ensure that all conputer
equi pnment is tagged and recorded in accordance with
Departnment O Investigation (DO) standards; and (4) include
an addendumto the Internet Security Architecture Plan that

requires penetration testing to be done on a regul ar basis.

In its response, FDNY generally agreed with the audit’s
recommendat i ons.

Updat e

FDNY reported that it has fully inplenented
recommendati on No.2 and partially inplenented reconmendati ons
Nos. 1,3 and 4, as foll ows:

OVB has approved the budget request for the off-site backup
of the STARFIRE system and work has begun on configuring
t he STARFI RE conput er

FDNY currently has a secure version control systemfor
STARFI RE.

FDNY is in the process of strengthening its internal
controls over inventory in accordance with DO standards.

In February 2001, FDNY conpl eted an addendumto the Internet
Security Architecture Plan that requires penetration testing
to be perfornmed on a regular basis. This addendum was gi ven
to both DO and Dol TT.

*kkkkkkkk*k
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FI RE DEPARTMENT ( FDNY)

Followup Audit on the New York Gty Fire Departnent Snall
Procurenent and Vouchering Practices

Audit # FROO- 192F

Conptroller’s Audit Library # 7166
| ssued: February 20, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned whether the New York
Cty Fire Departnent inplenmented the seven recommendati ons
made in a previous audit report, Audit Report on the New York
Cty Fire Departnent Small Procurenent and Vouchering Practices
(Audit No. FR98-147A issued June 22, 1998). The previous
report evaluated the Departnent’s conpliance wth Procurenent
Policy Board (PPB) Rules; Conptroller’s Directives, and other
City guidelines pertaining to its small procurenent and
vouchering practices. This report discusses each of the
previous report’s recomendations in detail, as well as the
current inplenmentation status of each recomendati on

The previous audit noted that the Departnent generally
conplied with PPB rules and Conptroller’s Directives when
processi ng purchase orders and agency encunbrances. However,
many i nstances were identified in which the Departnent’s
smal | procurenent operation did not conply with the
provisions of the Gty Charter, PPB rules, and Conptroller’s
Directives related to small purchases. Specifically, the
Departnent: split purchases thereby circunventing the ful
conpetitive bidding requirenents of the PPB rules; did not
al ways ensure that its purchase files contained required bid
docunent ati on; inappropriately used m scell aneous vouchers in
six instances; and did not require its enpl oyees to docunent
travel expenses in accordance with Conptroller’s Directive #
6.

This followup audit concluded that two of the seven
recomrendati ons contained in the previous report were
i npl enented, one was partially inplenented, two were no
| onger applicable, and two were not inplenmented. The two
recomrendations that were i npl enented dealt with the
Department ensuring that its contract files contain required
docunentation and that it nodify its travel expense form The
partially inplenented recomendati on concerned ensuring that
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correct object codes were charged for purchases. The two
recommendati ons that are no | onger applicable dealt with

mai ntaining lists of individuals authorized to sign purchase
docunents and ensuring that only those authorized individuals
sign those docunents. The two recommendati ons that were not
i npl enmented related to artificially dividing purchases as a
means of circumventing the small purchase threshol ds and
usi ng m scel | aneous vouchers in situations in which purchase
orders, advices of award, and internal vouchers were
required.

To address the problenms that still exist, the audit
recommended that the Departnment shoul d:

Ensure that all contracts awarded to vendors are in
conpliance with PPB rules relating to small purchases.

Furt hernore, the Departnment should better anticipate its
procur enent needs and shoul d combi ne purchases of the sane
or simlar goods or services and conduct a fully conpetitive
solicitation for such goods or services in accordance with
the PPB rul es.

Not use m scel | aneous vouchers in situations in which
purchase orders, advices of award, and internal vouchers are
required.

Carefully review the Chart of Accounts and use the correct
obj ect codes for its expenses.

In addition to followng up on the prior report’s
recommendati ons, other related tests of the Departnent’s
smal | procurenent operation were performed. These tests
found that the Departnment generally conplied with the PPB
rul es and ot her applicable Cty guidelines. However, the
audit noted that one sol e-responsive bid was accepted by the
Department w t hout determ ning whether the bid was fair and
reasonable, as required by the PPB rules. To address this
new matter, the audit recommended that the Departnent take
the necessary steps to ensure that sol e-responsive bids are
fair and reasonable, and that it docunments this fact inits
purchase fil es.

In its response, the Departnment stated that its
“decision to split orders was not perfornmed to circunvent
policy, but to accommpdate the needs of the Departnent.

In addition, the Departnent stated that it has significantly
reduced the instances of split orders and the inappropriate
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use of m scell aneous vouchers. Furthernore, the Departnent
stated that it will reinforce to its staff the necessity of
usi ng correct object codes and that it wll take the
necessary steps to ensure that sol e-responsive bids are fair
and reasonable, and will docunment this in its purchase files.

Updat e

The Departnent reported that it has partially
i npl enment ed recomendations, Nos. 1, 2, and 4, as follows:

The Departnent has reduced the nunber of split orders issued
by establishing several new requirenent contracts through
the Departnent of Cityw de Adm nistrative Services (DCAS)
and nmaki ng use of New York State contracts.

The Departnent has provided a Chart of Accounts to all staff
i nvol ved in the procurenment process, and will continue to
reinforce the correct use of object codes.

The Departnent will ensure that the sol e responsive bids are
fair and reasonable and will docunent these facts in the
purchase files. The Departnment will re-bid the procurenent
if the sole responsive bid is not fair and reasonabl e.

R I I I

FI RE DEPARTMENT ( FDNY)

Fol l ow-up Audit Report of the New York City Fire Departnent’s
Fire Prevention Through Educati on

Audit # MHO1-121F

Conptroller’s Audit Library # 7259
| ssued: June 13, 2001

Monetary Effect: Not Applicable

I nt roducti on

This foll owup audit assessed the |evel of inprovenent
made by the New York City Fire Departnent (FDNY) in relation
to seven reconmendati ons contained in a previous report, New
York City Fire Departnent: Fire Prevention Through Education
(Audit #MH96-088S, issued April 3, 1998). The previous
report focused on statistical data regarding fire safety
education prograns in 11 nmgjor U S cities and Tokyo, Japan,
and conpared their prograns to New York City's fire safety
education progranms. Overall, that report concluded that
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“FDNY’s fire safety education prograns shoul d be expanded and
inproved. In the face of rising fire-related deaths, nostly
caused by the careless acts of individuals, too little of the
Department’ s budget and workforce is dedicated to fire safety
education, and the Departnent’s prograns reach too few people
each year.”

To determ ne the | evel of inprovenment FDNY nmade in
expanding and inproving its fire safety educati on prograns,
as related to the earlier recommendations, the auditors:

i nterviewed FDNY officials and personnel assigned to the Fire
Saf ety Education Unit; reviewed the personnel and nonetary
resources available to the unit; attended fire safety
education presentations; visited the Fire Museum THE FIRE ZO\E
in Rockefeller Center, the Randall’s Island Bronx Training
Center, and FDNY's Fort Totten facility; reviewed statistical
data for fiscal years 1999 and 2000 related to fire-rel ated
incidents and the community board districts where they
occurred; and anal yzed, for the sane period, the nunber of
fire safety presentati ons FDNY conducted at City el enentary
school s and the nunber conducted in comunity board districts
followng a fatal fire incident.

Results

This followup audit determ ned that of the seven
recommendati ons made in the previous report, FDNY rmade ngj or
i nprovenents in relation to four and sone inprovenents in
relation to the other three.

FDNY nade nmjor inprovenents in effectively managi ng and
using its resources to broaden its outreach efforts and
deliver fire safety education to the public. By increasing
the nunber of presentations it conducted—rom 608
presentations in 1995 to 3,940 in 2000—FDNY effectively
i ncreased the proportion of the City' s population it reached—
from6.9 percent in 1997 to 9.8 percent in 2000. FDNY has
al so been successful in increasing community awareness by
including direct participation of uniforned personnel inits
presentations, using its various exhibition sites (e.g., the
Fire Museum THE FIRE ZONE, and the nobile | earning centers),
and expanding its media canpaigns to pronote fire safety.

FDNY nade sone inprovenents in targeting specific areas
of the City, expanding its school -based program and
intensifying its fund-raising efforts. However, the audit
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noted that FDNY could do nore to enhance its efforts in these
ar eas.

A review of FDNY's statistical data disclosed that, on
the whole, the total nunber of fire-related fatalities had
decreased in conparison to the figures cited in the previous
report. However, the review al so indicated that the nunber of
fire-rel ated deat hs caused by carel ess acts had i ncreased and
that fatalities fromcarel essly caused fires conprised a
greater percentage of fire fatalities overall.

In addition, the auditors’ analysis showed that nany of
t he hi ghest-ranking Community Board Districts (CBD) in three
of four indicators (structural fires, arson fires, fal se
alarnms, and fire-related fatalities) were the same in 2000 as
in the 1995 study. For fire-related deaths, only two of the
hi ghest-ranking CBDs in 2000 were the sane as in 1995.

The auditors al so nmeasured FDNY’'s outreach efforts to
all 697 of New York City's public elenentary schools during
fiscal years 1999 and 2000 and found that FDNY conducted fire
and safety presentations at 497 (719 of the schools. The
remai ni ng 200 (29% elenentary schools did not receive any
fire safety presentation during these two years.

To address those areas where FDNY coul d further enhance
its fire safety education progranms, the audit nmade six new
reconmendati ons. FDNY shoul d:

Expand its focus on the nmajor causes of fires and carel ess
acts in its educational prograns and printed materials.

Address in its literature and presentati ons probl ens caused
by fal se al arns.

Consi der alternative approaches in reaching out to the
Community Board Districts that consistently have high rates
of fires and fire-related incidents.

Ensure that programs reach each school in New York City
periodically (e.g., biannually).

Expand its outreach to the adol escent and young adul t
popul ation in junior high schools and hi gh school s.

Continue its fund raising efforts ained at private groups
and comunity organi zations; establish goals each year to
nmeasure the success of these efforts.
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FDNY generally agreed with the audit findings and
recomendati ons and stated, “W are grateful that you
recogni zed the intense work we have been doi ng expandi ng our
Fire Safety Education prograns over the | ast several years
and we agree with you that these enhanced prograns are

neeting a vital need in the community. . . . We will continue
our efforts and expand them where appropriate.”
Updat e

FDNY reported that it has inplenented all of the audit's
recommendat i ons, including the foll ow ng:

FDNY has nonthly staff meetings and training sessions for
firefighters, focusing on major causes of fire and carel ess
act s.

FDNY has i ncorporated the issue of false alarns inits
literature, and firefighters are addressi ng probl ens caused
by false alarns in their presentations.

FDNY has begun to reach out to conmunity board districts
that have high rates of fire-related incidents by setting up
frequent non-schedul ed visits to conmunity board nmanagers to
di scuss the fire prevention program

FDNY is on schedule in visiting al nost every school in the
Cty at least twice a year.

*kkkkkkkk*k
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DEPARTMVENT OF HEALTH ( DOH)

Audit of the New York Gty Departnent of Health’s Wde Area
Net wor k

Audit # 7A01-067

Comptroller’s Audit Library # 7267
| ssued: June 20, 2001

Monetary Effect: None

I nt roducti on

The Departnent of Health (DOH) supports a w de area
network (WAN) application in addition to its mainfrane
operation. DOH is responsible for its WAN and mai nfranme user
applications. [The Departnent of Information Technol ogy and
Tel ecomruni cations (Dol TT) mai ntai ns DOH s mai nf rame conput er
systenms (hardware and system software).]

The audit's objectives were to determ ne whet her DOH:
had adequat e conputer network nmai ntenance and security
controls for the WAN, had adequate conputer operations and
conti ngency plans, and whether the plans have been tested,
and were in conpliance with the City's standards applicable
to regulating its conputer environnment.

Resul ts

DOH s conputer operations can be inproved by formalizing
and consistently enforcing its operating, access, and
security policies and procedures. In addition, DOH should
inmprove its data security possibly by using encryption
met hods to protect its confidential data. DOH al so shoul d
i nprove physical security in its data center by installing
i nproved fire suppression and detection equi pnment and vi deo
noni tori ng devices. Furthernore, DOH s Di saster Recovery
Pl an does not contain critical information needed to ensure
that DOH s conputer systens can continue to operate in the
event of a disaster.

The audit made ei ght recomendations, the nost
significant of which are that DOH

| mpl ement and enforce policies requiring that users
periodically change their passwords, and that Managenent
I nformation Services personnel activate the dial-back
feature on the network.
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Determ ne the types and extent of its data that current |aw
requires be kept confidential or the instances in which it
may be desirable to keep data confidential even though
current |aw does not require it. DOH should then enhance
the security of the data by inplenenting one or nore data
security solutions, such as data encryption.

Ensure that all sites have adequate fire detection and
suppr essi on systens.

Ensure that its Di saster Recovery Plan contains detail ed
recovery information specific to each application, including
t he hardware and software conponents necessary to run the
appl i cati on.

Fromits response, it appears that DOH partially
i npl enented one recommendation and is fully inplenmenting
seven of the audit’s eight recormendati ons. The portion of
the recommendati on that DOH did not inplenent pertains to
devel opi ng renote access procedures, in accordance with
Conmptroller's Directive #18. DOH stated its current
procedures "are in conpliance with the spirit of Directive
#18."

Updat e

DOH reported that it is inplenenting the recomendati ons
that it agreed with, including the foll ow ng:

DOH has conpleted witten policies and procedures for
general security issues. DOH s policy for tenporary
accounts wi Il be inplenented.

DOH has not yet received the funding to develop the fire
det ecti on and suppression systens for its two | argest data
centers. DOH w Il again request funding for these centers.

DOH has installed video caneras at its two |argest data
centers. DOHw Il install video caneras at the remaining
sites when funding is received.

DOH will inplement its D saster Recovery Plan by March 2002.

DOH has a manual processing procedure for cash nmanagenent
and i ssuance of birth and death certificates in the event of
a mainfrane failure

kkkikkkkhkkhk*k
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DEPARTMENT OF HEALTH ( DOH)

Audit Report on the Effectiveness of the New York Gty
Departnment of Health's AIDS Hotline

Audit # MI0O1-157A

Conmptroller’s Audit Library # 7256
| ssued: June 12, 2001

Monetary Effect: None

I nt roducti on

This audit eval uated whether the Departnent of Health
(DOH) AIDS Hotline conplies with the C tyw de Custoner
Service Initiative by answering calls wthin three rings and
l[imting hold tinme to no nore than two mnutes. This audit
al so deterni ned whet her the Hotline provides accurate and
useful tel ephone information to callers.

In 1985, DOH initiated a cityw de tel ephone service
called the AIDS Hotline (Hotline) to address the probl em of
human i nmuno-deficiency virus (H'V) and acquired i nmuno-
defici ency syndrone (AIDS). The Hotline provides informtion
and referrals to callers on a wi de range of H V- and Al DS-
related issues. In 1996, the Mayor's O fice of QOperations
established the Ctyw de Custoner Service Initiative that set
a tel ephone service standard requiring calls to be answered
inthree rings or less, with a hold tinme of not nore than two
m nutes after calls have been answered.

Resul ts

DOH s AIDS Hotline information-specialists answered
calls in three rings or less as required. Once connected wth
our callers, the information-specialists took the tine to
provide the informati on that we requested, were synpathetic
with callers’ needs, and the information they provided was
usual |y accurate. The average hold tinme for our 51 test calls
was 1 m nute and 54 seconds, 6 seconds under the two-m nute
hold tine standard set by the Ctyw de Custoner Service
Initiative.

Nevert hel ess, there is roomfor inprovenent. System
activity reports for April 2000 through March 2001 reveal ed
that 2,920 (9.8% of the 29,639 calls in which information-
speci al i st assi stance was requested were abandoned by the
callers after being on hold for two m nutes or nore. The
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Hotline’s ACD system does not retain and report information
on the nunmber of calls received by the Hotline in which

i nformation-specialist assistance is requested according to
particular tinme segnents (e.g., per hour). This limts the
agency’s ability to identify those tinme periods with the

hi ghest average hold times and hi ghest percentage of
abandoned calls, and to allocate its staff accordingly for
better service in those tine periods.

The audit resulted in four recommendati ons to the
Department of Health, all listed below. DOH shoul d:

Ensure that callers to the Hotline do not receive inaccurate

referral information by requiring that information-
specialists either (1) use the HEALTH system [Hotline

Educati on And Li nkage To Heal t hcare dat abase] when provi di ng

referrals, or (2) verify any information obtained fromthe
non- DCH manual referral directory before providing such
information to callers.

Programthe ACD systemto track the volune of calls in which

i nformati on-speci al i st assi stance was requested, according
totine interval (e.g., per hour), so that the agency is

better equipped to determ ne staff allocation needs and neet

the Gty’'s tel ephone custoner service standards.

Programthe ACD systemso that it provides accurate figures
regarding the Hotline's activity and so that calls are not
doubl e-counted in performance reports.

Programthe ACD systemso that callers, such as those using
rotary phones, are connected to an information speciali st
when the touch-tone feature is not used.

In its response DOH agreed with the audit’s
recommendat i ons.

Updat e

DOH reported that it is inplenenting the audit's
recormendati ons as foll ows:

Informati on specialists continue to use the HEALTH systeni s
Ref erral Resource Provider Listing when giving referrals.

Prior to Septenber 11'", the AIDS Hotline was part of an
Intelipath System hosted by Verizon. Since September 11'"
Verizon could no | onger provide the Intelipath System or
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dial tone service. DOH plans to contract with MZ Wrl dCom
as vendor for both the dial tone service and tel ephone
system DCOHis also in the process of inplenmenting a new
software application that is conpatible with Ml Wrl dCom
and able to programthe ACD tel ephone systemto track
according to tine interval the nunber of callers requesting
to speak to an information specialist. DOH expects

i npl enentati on of the new software to be conpleted by March
30, 2002.

kkkikkkkhkkhk*k
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HEALTH AND HOSPI TALS CORPORATI ON ( HHC)

Audit Report on the Hospital Auxiliary to Coney Island
Hospital, Inc. January 1, 1998, to Decenber 31, 1999

Audit # FNO1-153A

Conptroller’s Audit Library # 7278
| ssued: June 25, 2001

Monetary Effect: None

I nt roducti on

The Hospital Auxiliary to Coney Island Hospital, Inc.
(Auxiliary), in Brooklyn, is a non-profit organization,
managi ng funds designated for services that enhance patient
care. The New York City Health and Hospitals Corporation
(HHC) established Operating Procedures to ensure that HHC
hospitals foll ow appropriate rules, regulations, and
procedures for collecting and using auxiliary funds. Revenue
collected for the Auxiliary is for either "unrestricted" or
"restricted" use. According to HHC Operating Procedure #10-
20, Auxiliary funds may be used for purchases the Auxiliary
deens necessary for patient care. In 1999, the Auxiliary
col  ected $235, 058 and spent $192,189 of its unrestricted
funds, and col |l ected $34, 746 and spent $35,265 of its
restricted funds.

The audit's objectives were to determ ne whet her:
revenues and expenses were recorded accurately, and fairly
stated in the Auxiliary's financial statenents; internal
controls over the processing of revenues and expenses were
adequat e; expenses were in conpliance with prescribed
procedures and gui del i nes, and were reasonabl e and
appropri ate.

Resul ts

The Auxiliary generally adhered to the provisions of
HHC s Operating Procedures. |Its financial statenents fairly
represented the financial condition of the Auxiliary Fund,
and its expenditures were generally reasonabl e and
appropriate. The Auxiliary had an adequate system of internal
controls over its revenue and expenses.

However, the Auxiliary nade paynents totaling $8, 916

during 1999 that were not directly related to patient care
and that were not in accordance with HHC procedures; and the
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Auxiliary did not have sufficient docunentation to support
two transactions.

The audit recommended that the Auxiliary ensure that
expenses are processed in accordance with HHC s Operating
Procedures, and that all expenses are properly docunented.

HHC, which responded for the Auxiliary, stated that the
Auxiliary would continue to nonitor expenses to ensure ful
conpl i ance with HHC procedures.

Updat e

HHC reported that the Controller's Ofice will ensure
that all expenses incurred fromthe Auxiliary are patient-
care related and that docunmentation is required prior to the
i ssuance of Auxiliary funds.

kkkhkkkkhkkkhk*k

HEALTH AND HOSPI TALS CORPORATI ON ( HHC)

Audit Report on the New York Cty Health and Hospitals
Corporation’s Auxiliary of El nhurst Hospital Center Inc.,
January 1, 1999, to Decenber 31, 1999

Audit # MDOO- 200A

Conptroller’s Audit Library # 7202

| ssued: April 9, 2001

Monetary Effect: Actual Revenue: $42, 250

I nt roducti on

This audit determ ned whether the revenues and
expenditures of the Auxiliary (Auxiliary) of El nhurst
Hospital Center Inc. were recorded accurately and fairly
stated in the financial statements, whether internal controls
over the processing of revenues and expenses are adequate and
whet her incurred expenses are reasonabl e and necessary for
the operation of the hospital. W reviewed the Auxiliary’'s
general | edger, cash receipts and di sbursenents journals, and
various contracts with concessionaires. W also tested a
t hree-nonth sanple of receipts fromdonations and
di sbursenments made during cal endar year 1999.
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The Auxiliary, which is part of Queens Heal th Network,
manages funds designated for services and prograns that
enhance patient care at El mhurst Hospital Center. 1t also
provi des community outreach efforts to inprove the i mage of
the hospital. The Auxiliary raises funds through donati ons,
fund-raising efforts, and other revenue sources, including
contracts wth concessionaires. The New York City Health and
Hospital s Corporation (HHC) established operating procedures
to ensure that HHC hospitals follow appropriate regul ati ons
for collecting and using auxiliary funds.

Resul ts

The Auxiliary generally adhered to HHC s operating
procedures, policies and guidelines, and the Auxiliary
byl aws. However, neither the Auxiliary nor Queens Health
Net work of ficials adequately nonitored or enforced the terns
of the contracts with vendors operating concessions in
El mhurst Hospital Center to ensure that contracts were
current and that vendors were conplying with the contract
terms. As a result, the Auxiliary could have lost up to
$72,130 in additional revenues. |In its response, Auxiliary
officials stated that they have al ready recouped $33,960 in
concession fees and are assessing its concessionaires for the
remai ni ng $38,170 noted in our report.

In addition, the Auxiliary has sone weaknesses in its
internal control system over receipts and di sbursenents.

The audit nade 20 recomendations to Auxiliary and
Queens Health Network officials, the nost significant of
which are listed below. The Auxiliary Board of Directors and
Queens Health Network officials should:

I nvest one departnment with the responsibility to nonitor
concessi on contracts.

Ensure that there is adequate and effective conmuni cation
bet ween the departnent responsible for nonitoring concession
contracts and the other departnents.

Make a greater effort to collect all revenues when they are
due and assess penalties when appropriate.

Ensure that renewal s of contracts or conpetitive
solicitations are initiated well before the expiration of
contracts.
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Ensure that there is adequate supervision of the Treasurer’s
recordi ng of donations and vendor | obby receipts and of the
nont hly bank reconciliation prepared by the Auxiliary's
account ant .

Ensure that cash and checks are deposited in tinely fashion.

HHC officials generally agreed with the audit’s findings
and have already taken steps to inplenment our
recommendations. In HHC s response, the President of HHC
st at ed:

“lI was pleased to read, as our audit reports al so
i ndicated, the Auxiliary generally adhered to the NYC Health
and Hospital Corporation’ s operating procedures, policies and
gui delines and the Auxiliary’ s byl aws.

“Pl ease be advised the Network and the Auxiliary worked
together to recoup $24,000 of erroneous billings and
col l ected $9,960 for concession fees that were in arrears.

El mhurst Hospital and the Auxiliary are al so assessing the

| ate paynments fees of $38,170 noted in your report. The
facility wll notify vendors that the escrow accounts will be
reduced for the late paynent fees if necessary.

“Moreover as issues were brought to our attention by the
audi tors, El mhurst and the Auxiliary reacted and took
corrective action where appropriate.”

Updat e

HHC reported that the El mhurst Auxiliary is inplenmenting
19 reconmendati ons, including the foll ow ng:

The Auxiliary has inproved interdepartnental conmmrunication

The Auxiliary has instituted procedures to better nonitor
the tinmely recei pt of concession revenue.

The Auxiliary has instituted procedures to better nonitor

t he accuracy of conm ssion paynents. |If there are
di screpanci es, the vendors' escrow accounts will be reduced.

The Auxiliary has started to assess penalties when
concession fees are paid late. The vendors' escrow accounts
wi || be reduced accordingly for |ate paynents.
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The Auxiliary has increased its notification tinetable from
three nmonths to six nonths in order to nonitor contracts
that near expiration.

The Purchasi ng Departnment now tracks the expiration of
contracts in a nore tinely nmanner.

The Auxiliary bookkeeper now deposits funds in a tinely
manner .

The Auxiliary President will maintain the appropriate log to
record donations and vendor |obby receipts, and will conpare
themto the appropriate accounts.

The Auxiliary bookkeeper has devel oped an inproved filing
systemto provide an accurate audit trail of receipts and
di sbursenents.

The Auxiliary collected the entire $8,290 of |ate
paynent fees agai nst the Medi cal Records Copy Servi ces.
However, the Auxiliary did not collect |ate paynent fees from
TV Rental s, based upon an agreenent that they did not have to
pay the fees.

kkkikkkkhkkkhk*k

HEALTH AND HOSPI TALS CORPORATI ON ( HHC)

Audit Report on the New York Cty Health and Hospitals
Cor poration’s Jacobi Medical Center Auxiliary, Inc.

Audit # MX00-187A

Conptroller’s Audit Library # 7247

| ssued: June 7, 2001

Monetary Effect: Potential Revenue $4, 774

I nt roducti on

This audit anal yzed the revenues and expenses recorded
by HHC s Jacobi Medical Center Auxiliary, Inc. (Auxiliary)
and determ ned whether they were accurate and fairly reported
in the financial statenents. It also evaluated the interna
control structure over the collection and di sbursenent of
funds, and whet her expenses incurred were in conpliance with
prescri bed procedures, guidelines, and byl aws.

The Jacobi Medical Center Auxiliary, Inc. is a nonprofit

organi zati on that manages funds designated for services and
prograns that enhance the quality of patient care at Jacob
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Medi cal Center. Unrestricted funds are generated from
contracts with concessionaires, and fund-raising events, and
may be used for purchases the Auxiliary deenms necessary for
patient-related care. The Auxiliary earned $324, 187 for 1999,
but reported | osses of $250,252, which left only $73,935 for
unrestricted use.

The Auxiliary al so manages several restricted funds in
custodi al accounts that nmay only be used by specific
departnments for designated purposes. The restrictions for
each custodial fund are set forth in bequests, grant l|letters,
etc. During 1999, the Auxiliary raised $82,245 and spent
$41,651 for restricted use.

Resul ts

Al t hough the Jacobi Medical Center Auxiliary maintained
adequate accountability over its funds, there were weaknesses
in several areas of the Auxiliary’ s overall internal control
structure. These were in planning and managi ng a fund-rai sing
gal a, segregation of duties, operations of the gift shop, and
nmoni toring and enforcing the contracts with vendors.

Nei ther the Auxiliary nor the hospital adequately planned
and nmanaged the gal a; consequently, the Auxiliary | ost
$213,459. Furthernore, $134,000 of Auxiliary funds was spent
for the gala w thout proper authorization

The Auxiliary purchased goods for $326,578 wi thout follow ng
proper biddi ng procedures.

Ni ne checks, for nore than $2,500 each, totaling $124, 124,
were not approved by the Auxiliary s board prior to their
expendi ture as required.

The gift shop operated by the Auxiliary is |osing noney, the
internal control structure is weak, there are deficiencies
in its managenent, the revenue records cannot be reconcil ed
in a way that nakes sense, and the inventory systemis

i nadequat e.

Nei ther the Auxiliary nor the hospital adequately nonitor
and enforce the contracts with concessionaires. One vendor
owes the Auxiliary $4,774 in conmm ssion paynents.

This audit nmade 14 reconmendati ons, sonme of which are
|isted bel ow. The Auxiliary Board of Directors shoul d:
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Properly plan and nmanage all fund-raising events. They
shoul d al | ow adequate preparation tinme to ensure that, at a
m ni mum these events will cover their costs.

Ensure that all purchases comply with HHC s procurenent
pr ocedures.

Ensure that approval for all purchases of nore than $2,500
i's docunented in the board s neeting m nutes.

Consi der having an outside vendor operate the gift shop

I nvestigate the cause for the |large vari ance between the
anount of sales that coul d reasonably be anticipated and the
amounts reported for the gift shop.

Monitor contracts to ensure that the bidding or renewal
process is initiated well before each contract’s expiration
dat e.

Col I ect the additional comm ssion paynment of $4,774 owed.

In their witten response to the report, HHC officials
agreed to inplenent 13 recomendati ons and di sagreed with and
will not inplenment 1 reconmmendati on.

Updat e

HHC reported that it is inplenmenting the recomrendati ons
it agreed wth, including:

Al'l funds held by the Jacobi Medical Center Auxiliary, Inc.
are di sbursed with the authorization of the Auxiliary Board
and recorded in the mnutes. The Auxiliary controls the

pl anning for events where the Auxiliary's funds are

invol ved. Copies of the nonthly financial statenents are
submtted to the Auxiliary Board at the nonthly neetings.

The Associate Executive Director of Public

Rel ati ons/ Marketing and Devel opnent has revised the planning
of all fundraising events in conjunction with the Interna
Audits Departnment. The Director of Internal Audits has

est abl i shed gui delines on how the fund raising commttee
shoul d collect and submt funds to the Auxiliary for
deposit. Munthly reports of expenditures are subnmitted to

t he Board.

The Internal Audits Departnment net with the Auxiliary to
provide the Auxiliary with the procurenent procedures and
reorient themon the policies for procuring equi pnment,
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supplies, and services so that all purchases follow the
appropri ate procedures.

Al purchases of nore than $2,500 fromunrestricted funds
are docunented in the nonthly mnutes and approved by the
Auxi | i ary Board.

The Jacobi Medical Center has witten an RFP to contract
wi th an outside vendor to operate a gift shop and is
awai ti ng approval fromthe Auxiliary Departnent.

The Jacobi Medical Center's Finance D vision wll
periodically review and evaluate all contracts to determ ne
the appropriate tinme for re-bidding or renewing the
contracts.

The Auxiliary checks the conm ssion paynents from al
vendors for mathemati cal accuracy each nonth and for
conpliance with the contractual requirenents.

The Internal Audits Departnment requested that the Dunkin
Donut s vendor pay the outstanding $4, 774 owed to the
Auxiliary. The Auxiliary anticipates receiving full paynent
by April 2002.

*kkkkkkkk*k

HEALTH AND HOSPI TALS CORPORATI ON ( HHC)

Audit Report on the New York Cty Health and Hospitals
Corporation’s Elnmhurst Hospital Center Inventory Controls of
Non- Control |l ed Drugs and O her Goods

Audit # M301-102A

Conptroller's Audit Library # 7297
| ssued: June 29, 2001

Monetary Effect: None

I nt roducti on

This audit anal yzed and reviewed the internal controls
over El mhurst Hospital Center’s inventory of non-controlled
drugs and ot her goods.

The New York City Health and Hospital s Corporation
provi des conprehensive nedical, nental health and substance
abuse services to City residents regardless of their ability
to pay. HHC s hospitals, clinics, and other facilities
requi re substantial quantities of drugs and nedical and
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surgical supplies. HHC keeps perpetual inventory records on
its conmputerized OTPS (O her Than Personnel Services)

procur enent managenent system At El mhurst Hospital Center,
the facility selected for this audit, the total cost of drugs
(controlled and non-control | ed) purchased by the Pharnmacy
Departnment was al nost $12 million. The total for nedical and
surgi cal supplies purchased for Material Managenent was
alnost $4 mllion. El mhurst Hospital’s records show that at
the end of fiscal year 2000 the value of the Pharmacy
Department’s inventory was $388, 946; Material Managenent’s
medi cal and surgical inventory totaled $614, 321

Resul ts

The inventory controls of Elnmhurst Hospital’s Pharmacy
Department and Material Managenent had weaknesses in the
hospital’s procedures and record keeping. Sizeable
i nventories of non-controlled drugs and nedi cal surgical
supplies were kept in many areas of the hospital after the
st ockroom and storeroons issued and deducted them fromthe
i nventory amounts. None of the receiving areas, except the
Pre-pack division of the Pharmacy, naintained records of
t hose drugs and suppli es.

The physical inventory of 120 non-controlled drugs in
t he Pharmacy stockroom with a recorded val ue of $143, 132,
di scl osed that 63 itens (53% had a different actual count
fromthat recorded in the OIPS i nventory system The
physical inventory of 120 itens fromthe inventory of nedical
and surgical supplies, valued at $254,638, disclosed that 22
(18% had a different actual count fromthat recorded in the
OTPS inventory system It is estimated that El nhurst
Hospital’s inventory records for non-controlled drugs and
medi cal and surgical supplies had discrepanci es of
approxi mately $226,647 out of a total tested inventory of
$1,205,530. It is estimted that the inventory of the tested
total of the non-controlled drugs contai ned discrepanci es of
$186, 243—-8$122, 388 in overages and $63,855 in shortages; that
the nmedi cal and surgical supplies contained di screpanci es of
$40, 404-$26,936 in overages and $13,468 in shortages.
Furt hernore, the Pharmacy Departnent did not adequately
segregate the duties of its storeroomstaff. The sane two
st ockroom workers were responsible for issuing non-controlled
drugs to the Pharmacy subdivi sions and recordi ng that
i ssuance in the OIPS system
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This audit made 15 recomendati ons, sone of which are
|isted below. HHC shoul d:

Peri odi cal |y conduct physical counts of its inventory to
verify the accuracy of its inventory records, and
investigate all variances to determ ne their cause.

Make appropriate adjustnents to the OIPS systemto
accurately reflect the inventory of non-controlled drugs and
medi cal and surgical supplies.

Ensure that the responsibility for receiving and issuing
non-controll ed drugs is independent fromthat of entering
that information into the OIPS system

Review the feasibility of maintaining inventory records for
the non-controll ed drugs kept at the Pharmacy subdi vi sions.

Review the feasibility of maintaining inventory records for
the medi cal and surgical supplies kept in the cart room

In their witten response to the report, HHC officials

agreed with and will inplenment 11 of the 15 recommendati ons,
agreed with but are unable to inplenent 2 reconmendations,
and disagreed with and will not inplenment 2 recomendati ons.
Updat e

HHC reported that it is inplenmenting the recomrendati ons
it agreed with, including the foll ow ng:

The El mhurst Hospital Pharmacy conducted physi cal
inventories on June 29, 2001, and Decenber 18, 2001. The
pharmacy staff also plans to reconcile all discrepancies
bet ween the physical inventory and the conputer bal ance.

El mhurst Hospital is making adjustnments in the OIPS
inventory to reflect free goods received; Mterials
Managenent is including all goods received as of August
2001.

El mhurst Hospital is naking adjustments to reflect expired
drugs renoved fromthe inventory.

Mat eri al s Managenent officials are verifying the accuracy of
its inventory.

The El mhurst Hospital Pharmacy has assigned and trained a
separate individual to enter receipts and issues in the OIPS
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inventory. This person does not receive or issue non-
control | ed drugs.

The Materials Managenent Assistant Director of Stores wll
ensure that the cart rooms door security is naintained

Staff of HHC s Medi cal and Professional Affairs wll
coordinate the revisions to the Qperating Procedures to

i nclude the current conputerized systens used to maintain
and control drug inventories.

R I S I

HEALTH AND HOSPI TALS CORPORATI ON ( HHC)

Audit Report on the New York Cty Health and Hospita
Corporation’s Queens Hospital Center Auxiliary, Inc.

Audit # M01-131A

Conptroller’s Audit Library # 7211
| ssued: April 23, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned whether revenues and expenses were
recorded accurately and were fairly stated in the Queens
Hospital Center Auxiliary’'s financial statenents, whether
internal controls over the collection and di sbursenment of
funds were adequate and whet her expenditures were reasonabl e
and necessary for the operation of the hospital.

The Queens Hospital Center is part of the Queens Health
Net wor k. The Queens Hospital Center Auxiliary, Inc.
(Auxiliary) is a nonprofit organization that nmanages funds
desi gnated for services and prograns that enhance the quality

of patient care at the hospital. The Auxiliary raises funds
t hrough donati ons and ot her revenue sources, including
contracts with concessionaires. Auxiliary funds fall into

two categories: “unrestricted” and “restricted.”

Unrestricted funds are those generated fromcontracts with
concessionaires (e.g., television rentals, vending nachines,
and baby portraits) and the gift shop, and nay be used for
purchases the Auxiliary deenms necessary for patient-related
care. The Auxiliary earned unrestricted funds of $49,461 for
1999 and expended $16, 117.
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Resul ts

The Auxiliary’'s recorded transacti ons were reasonabl e,
valid, and properly authorized and classified. |Its incurred
expenses were in conpliance with prescribed procedures,
gui delines, and by-laws, and all revenues and expenses were
recorded accurately and fairly stated in the Auxiliary’'s
financial statenents.

There were weaknesses in several areas of the
Auxiliary’s internal control structure including corporate
governance, segregation of duties, concession contract
conpl i ance, and mai ntenance of bid docunents. Specifically,
the Auxiliary did not hold regular neetings of the active
menber ship, did not hold a fund-raising drive during cal endar
year 1999, and there was no evidence that the Auxiliary made
any attenpts to attract new nenbers. In addition, the
Auxiliary does not segregate the responsibilities for
aut hori zing and processing recei pts and di sbursenments. These
functions are all perfornmed by the bookkeeper, with no
oversight review Neither the Auxiliary nor Queens Hospital
Center has adequately nonitored or enforced the terns of the
contracts with vendors operating concessions at the hospital
to ensure that the contracts were current and the vendors
were conplying with all the contract terns. Furthernore, the
Queens Hospital Center’s Purchasing Departnent was unable to
supply copies of the bids submtted to operate the
concessi ons.

This audit made 15 reconmendati ons, sonme of which are
listed below The Auxiliary Board of Directors and the
Queens Hospital Center shoul d:

Meet to discuss and determne the future of the Auxiliary.
If the Hospital plans on allowng it to exist, steps need to
be taken to strengthen the Auxiliary.

The Auxiliary Board of Directors shoul d:
Hol d nonthly board neetings at |east eight times a year and
hol d one annual neeting in April.

Ensure that there is adequate supervision and review of the
Auxiliary’ s transacti ons.

Ensure that the television rental conpany is reinbursing the
hospital for the correct anount of electricity usage.
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Ensure that all terns of the concession contracts are
cl osely nonitored.

Mai ntai n copies of bids submtted to operate concessions.

Inits witten response to the report, HHC generally
agreed with the audit's findings and reconmendati ons.

Updat e

HHC reported that it is inplenenting all of the audit's
recomrendati ons, including the foll ow ng:

Queens Hospital Center now has an official operating
Auxiliary.

The Auxiliary now has a new y appoi nted Board of Directors
that neets nonthly.

The Auxiliary will work closely with El mhurst Hospital to
jointly sponsor fund-raising events.

The Auxiliary has a new President and new O ficers.

The Board of Directors, along with the Fi nance Departnent,

and Internal Audit Departnment, will review Auxiliary
transactions. The bookkeeper will not be an authorized
signatory.

The Hospital Admnistrator and the Auxiliary bookkeeper w ||
request that the television rental vendor provide additional
supporting docunentation to determne if the vendor is

rei mbursing the Queens Hospital Center for the correct
amount of el ectrical use.

The Treasurer will nonitor all nonthly conm ssion statenents
to ensure that the correct amounts of conmm ssions are being
recei ved.
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HEALTH AND HOSPI TALS CORPORATI ON ( HHC)

Audit Report on the New York Gty Health and Hospitals
Corporation’s Internal Controls Over Cash Receipts at El nmhurst
Hospi t al

Audit # M301- 160A

Comptroller’s Audit Library # 7286
| ssued: June 27, 2001

Monetary Effect: None
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I nt roducti on

The El mhurst Hospital Center is one of the 11 acute-care
hospital s operated by the Health and Hospitals Corporation
(HHC). This audit determ ned whether El mhurst Hospital had
adequate internal controls over its cash receipts. El nmurst
Hospital collects cash at four |ocations: the Property
O fice, the El mhurst Hospital Hal fway House, the Cashier’s
Ofice for Qutpatient Services (OPD Finance), and the
Qut patient Pharmacy. |In January 2001 (the audit scope), cash
receipts total ed $327, 187.

Resul ts

Overall, El mhurst Hospital’'s Property Ofice, OPD
Fi nance unit, and Qutpatient Pharmacy adhere to HHC s
Operating Procedures for nonitoring and accounting for cash
receipts. Al cashiers’ receipts matched their correspondi ng
Tally Sheet and register tape totals. The grand total of al
daily receipts matched the grand totals on the Daily Summary
Wr ksheets, and there were no di screpanci es between the total
daily collections and the anounts deposited in the bank.
There was adequate segregation of duties so that the
responsibilities for collecting, depositing, and accounting
for receipts were perforned by different individuals; and,
the responsibility for preparing bank reconciliations was
segregated fromthe cash recei pt functions.

There were sone weaknesses in the safeguarding of assets
in the Property Ofice and OPD Finance, and in the use of
pre-nunbered recei pts at OPD Finance. There were also
i nadequat e internal controls over the collection of cash at
the Hal fway House, which included a | ack of segregation of
duties, a lack of supervision, inadequate nonitoring, poor
record keeping, untinmely deposits, m ssing recei pt nunbers,
and cash and checks that were never deposited.

This audit made 14 recomendati ons, sone of which are
listed below. El mhurst Hospital shoul d:

Ensure that receipts are accounted for nunerically and that
copies of all receipts are kept, including voids.

Consi der conducting a full investigation of the Hal fway
House’ s financial records.
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Require the Hal fway House to naintain a |ist of residents
and the anount of rent each resident is required to pay and
a log of cash received from each

Ensure that there is adequate segregation of duties,
supervision, and nonitoring of cash collected at the Hal fway
House.

Ensure that the safe roomin the Property Ofice renains
| ocked t hroughout the day.

Ensure that cash collected is not |left unattended in the
Cashi er’s area.

Inits witten response to the report, HHC generally
agreed with the audit’s findings and recomendati ons. HHC
agreed to inplenment 12 of the recomendati ons, disagreed with
one pertaining to providing supervision of cashiers on
weekends, and stated that it was unable to inplenent the
recomrendati on to ensure that the safe roomrenmains | ocked
t hroughout t he day.

Updat e

HHC reported that it has inplenented all of the
recommendations that it agreed wth, including the foll ow ng:

The Programis Associate Director conducted a review of the
Hal fway House financial records. HHC decided to assign the
Hal f way House's accounting functions to Elmhurst's Property
Ofice.

The Hal fway House has inpl enented an appropriate | oggi ng
systemto account for rent received fromeach resident and
to track the anmount due to El mhurst Hospital.

The Hal fway House will forward cash receipts to the Property
Ofice. The Property Ofice will make bank deposits every
ot her day.

The Hal fway House accounts for all receipts in nunmeric
order. Copies of all voided receipts will be kept on file.

Al'l checks fromthe Departnent of Social Services are

transmtted through an el ectronics fund transfer to the
bank.

Cashi ers have been instructed to ensure that cash boxes are
| ocked and placed in the safe when not in use.
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DEPARTMENT OF HOMELESS SERVI CES ( DHS)

Followup Audit Report of the Data Processing Controls and
Procedures at the Departnent of Honel ess Services

Audit # 7F01-068

Conptroller’s Audit Library # 7158
| ssued: January 25, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned whet her the Depart nent
of Honel ess Services (DHS) inplenented the 25 recommendati ons
made in the previous audit, Audit Report of the Data
Processing Controls and Procedures at the Departnent of
Honel ess Services (Audit # 7A98-121, issued June 30, 1998),
whi ch eval uat ed whet her DHS had adequate data processing
controls and procedures over its m d-range conputer
environnment and its Local Area Network's (LAN s) environnment.

DHS provi des tenporary energency shelter for honel ess
famlies and single adults, and assists themin obtaining
access to permanent housing. DHS Ofice of Information
Technology (O T) provides information services to support the
agency's m ssi on.

Resul ts

DHS has i npl emented ei ght of the 25 earlier
recommendati ons; six recommendations were partially
i mpl enented, and 11 were not i npl enent ed.

The ei ght recomrendations that were inplenented pertain
to securing an off-site facility for storing duplicate copies
of system docunentation, inproving physical security controls
over the data center, installing fire detectors and/or snoke
detectors; and, installing anti-virus software.

The six recomendations that were partially inpl enented
pertain to updating the D saster Recovery Plan and inproving
i nventory control procedures.

The 11 recommendations that were not inplenented pertain
to tracking software applications used on workstations
connected to the network and identifying unlicensed software;
di sabling User Ids of inactive enployees; ensuring that al
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users activate the tine-out feature on their workstations;
establ i shing procedures related to system access viol ations
and change controls.

The audit made 12 recomrendations, including that DHS
shoul d:

Update its Baseline Procedures to include all admnistrative
and operational policies and procedures for its conputer
environnment (i.e., conputer inventory control and system
devel opnment 1ife-cycle methodol ogy).

Obtain an alternative-processing site for resum ng EDP
operation in the event of a disaster.

Conpil e an up-to-date inventory for all conputer equi pnent
and sof t war e.

Establi sh formal procedures to docunent and report system
access violations, and review and follow up on all reported
access viol ations.

A new i ssue, Internet connectivity, was raised during
the course of this audit. As part of the cityw de
requi renent, agencies that plan to install an agency-w de
I nternet connection nust submt their proposal to the
Department of Investigation (DA) for its approval. DHS has
not yet submtted its proposal to DO. Therefore, the report
recommended that DHS submit a proposal to DO for approval.

In its response, DHS generally agreed with the audit’s
fi ndi ngs and recomendat i ons.

Updat e

DHS reported that it is inplenenting 11 recomendati ons,
i ncluding the follow ng:

DHS is expanding its Baseline Procedures to include al
areas of its conputer environnent, including conputer
i nventory control and the system devel opnent |ife cycle.

O T s Disaster Recovery Plan was updated in May 2001

DHS has designated an alternative-processing site that is
schedul ed to be operational in July 2002.

DHS is conpiling an up-to-date inventory of conputer
equi prent and sof t war e.
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O T has inplenented the use of SM5 software as part of its
M crosoft Systens 2000 upgrade. This product gives QT
central control of all workstations on the network,
including the ability to review and renove unli censed
software from DHS wor kst ati ons.

DHS has disabled the User IDs for all inactive enployees.

DHS has submtted an Internet Security proposal to DA and
has received witten approval.

DHS does not plan to install a tineout feature on
wor kstations in the shelter system because it woul d cause
del ays in processing clients.

kkhkkkkkkhkk*

DEPARTMENT OF HOVELESS SERVI CES ( DHS)

Foll owup Audit on the New York Gty Departnent of Honeless
Services Small Procurenent and Vouchering Practices

Audit # FROO- 188F

Conptroller's Audit Library # 7218
| ssued: April 27, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned whet her the Depart nent
of Honel ess Services (the Departnent) inplenmented the 14
recommendati ons made in a previous audit report, Audit Report
on the New York City Departnment of Honel ess Services Snal
Procurenent and Vouchering Practices (Audit # FR99- 124A,
i ssued June 24, 1999). The previous audit eval uated the
Departnent’s conpliance with Procurenent Policy Board (PPB)
Rul es, Conptroller’s Directives, local |laws, and other Cty
gui delines, pertaining to its small procurenent and
vouchering practices.

The previous audit identified various weaknesses in the
Departnment's small procurenment operation. Specifically, the
Departnent artificially divided purchases in order to neet
the small purchase requirenments of the PPB Rules; it failed
to use New York City requirenment contracts for certain
procurenents; it did not solicit bids for purchase contracts
in excess of $2,500 each; it did not enter purchase orders,
in excess of $10,000, into the City’'s conputerized dat abase,
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ICCl'S; when it purchased from State contracts it did not
indicate in its purchase files that the price paid was | ower
than the prevailing market rate; it did not adequately
docunent its acceptance of sol e-responsive bids in the
purchase files; it awarded a contract to a non-responsive
bidder; it failed to take advantage of pronpt paynent

di scounts; it encunmbered funds and procured itens even though
supervisors did not approve the related requisitions; and it

i ssued m scel | aneous vouchers w t hout sufficient
docunentation to support paynent.

This followup audit concluded that 4 of the 14
recommendati ons contained in the previous report were
i npl enented, 1 was partially inplenented, 3 were no | onger
applicable, and 6 were not inplenmented. The four
recomendati ons that were i npl enented pertained to the
Departnent soliciting bids for purchases greater than $2, 500,
not using m scell aneous vouchers when ot her purchase nethods
were appropriate, making tinely paynments to vendors, and
ensuring that purchase docunents were approved prior to
encunbering funds. The one recomendation that was partially
i npl enent ed pertained to including sufficient docunmentation
in the paynent files. The three recommendations that are no
| onger applicable pertain to docunenting that bids received
from sol e responsive bidders are fair and reasonabl e,
entering certain purchases into ICCS, and only awarding
contracts to responsive bidders.

The 6 recommendations that were not inplenented pertain
to the Departnent artificially dividing purchases (of the 41
smal | purchase contracts reviewed during the current audit,
the Departnent inappropriately divided 21 contracts awarded
to nine vendors, totaling $401, 045), not using the City's
requi renent contracts when avail abl e, not researching the
mar ket before purchasing from New York State contracts,
chargi ng purchases to the wong fiscal year, not charging
purchases to the correct object codes, and not marking al
parts of voucher packages “vouchered.”

To address the problens that still exist, the audit mde
seven reconmmendations including that the Departnent:

Ensure that all contracts awarded to vendors are in
conpliance with PPB rules relating to small purchases;

Ensure that it follows the Conptroller's yearly closing
instructions; and
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Ensure that all parts of the voucher package are marked
"vouchered.”

In addition to followng up on the prior report’s
recommendati ons, other related tests of the Departnment’s
smal | procurenent operation were performed. These tests found
that the Departnent used inproper practices to circunvent the
solicitation requirenent of 8 3-08 of the PPB rul es,
processed questionabl e or excess paynents, encunbered funds
after goods were received, and issued purchase orders with
i nadequat e specifications. To address these new matters, the
audit nmade 4 additional recomendations to the Departnent.

In its response, the Departnment agreed to inplenent al
of the report’s recomendati ons. The Departnent, however,
did not agree that it artificially split orders to circunvent
the PPB rules, that it charged the incorrect object code for
one purchase order, that its systemfor canceling petty cash
repl eni shnent packages could | ead to duplicate paynents, and
that it nmade any questionabl e or excess paynents.

Updat e

The Departnent reported that it has inplenmented six
recommendati ons, including the foll ow ng:

The Departnent issued a formal procedural nmeno in April 2001
to ensure that Cty procurenment procedures are foll owed.

The Departnent uses the FMs Crystal reports to capture

i nformati on on paynents nmade that need to be charged back.
Thi s shoul d reduce the nunber of instances in which expenses
are charged to the incorrect fiscal year.

The Departnent is carefully reviewing the Chart of Accounts
and has made progress in using the correct object codes for
all of its expenses.

The Departnent hired a new Director for Petty Cash in
Novenber 2001. The Departnment wll revise its procedures
and conduct training to ensure that petty cash expenses are
supported wi th proper docunentation.

kkkikkkkhkkhk*k
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DEPARTMENT OF HOMVELESS SERVI CES ( DHS)

Audit Report on the Conpliance of The Floating Hospital, Inc.
with its Contract with DHS to Provide Medical Services in the
Auburn Fam |y Reception Center

Audit # M301-110A

Conptroller's Audit Library # 7269

| ssued: June 21, 2001

Monetary Effect: Actual Revenue: $68, 315

I nt roducti on

This audit determ ned whether the Departnent of Honel ess
Servi ces (DHS) adequately nonitors The Floating Hospital’s
conpliance with its contract for nedical services at the
Auburn Fam |y Reception Center; whether The Fl oating Hospital
conplies with the ternms of its contract to provide nedica
services at the center; and whether The Floating Hospita
properly credited DHS for Medicaid reinbursenents it received
for patients treated at the center

DHS provi des tenporary energency shelter and supportive
services to honeless famlies and honel ess adults w thout
children. Famlies enter the shelter systemthrough the
Emer gency Assistance Unit; those who are conditionally
approved are sent to an assessnent shelter facility. State
regul ations require that each person entering a famly
shelter be screened by the nedical staff within 24 hours of
arrival, unless they have been screened within the past year
and have not been absent fromthe shelter systemfor |onger
t han 48 hours.

Resul ts

Generally, the Floating Hospital provides the services
required under its contract with DHS. It does not, however,
conply with contractual reporting requirenments. It did not
submt its nonthly invoices on tine, and its nonthly program
reports were both |ate and inconplete. During fiscal year
2000, DHS did not adequately nonitor The Floating Hospital’s
activities and expenditures and did not enforce the
contractual reporting requirenents. Mreover, DHS is not
conplying with the nedical screening protocol at Auburn and
does not serve the clients with Denial Notices for failure to
submt to nedical screening. For the nonths of My through
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July 2000, 24 percent of the famlies arriving at Auburn
Center who were supposed to be screened were not.

The Fl oating Hospital did not conply with contractual
staffing requirenents. |Its record keeping was i nadequat e;
nuner ous charges coul d not be supported or were incorrect,
and it was not possible to verify the anmount of Medicaid
revenues attributable to Auburn. The backup docunentati on
indicated itens that were charged to DHS for the clinic at
Auburn that shoul d have been charged to other Floating
Hospi tal prograns, expenses that should have been charged to
Auburn but were not, and itens that were charged twi ce on the
same invoice. There were tinekeeping records that did not
support the charges to DHS. W al so questioned sone charges
for “allocations” made by The Floating hospital w thout
detail ed support. Overall, The Floating Hospital overcharged
DHS $68, 315 in both Personal Services and O her Than Personal
Servi ces charges; this amount included $3,970 relating to
Auburn that shoul d have been charged to DHS but was not.

The audit report made 18 recomendati ons, i ncluding that
DHS shoul d:

Strictly enforce the screening requirenent for persons
entering Auburn, and serve a Denial Notice on any famly
that fails to appear for screening at the clinic at Auburn.

More closely nonitor its medical services contract with the
Fl oating Hospital to ensure that the contractor is conplying
with the contract. Review the nonthly invoices nore
carefully, and periodically exam ne the backup
docunent ati on.

Require that the Floating Hospital keep accurate tinekeeping
records for all staff nenbers who work at the clinic at
Aubur n.

Require the Floating Hospital to deduct the Medicaid

rei mbur senent received fromeach nonthly invoice, rather
than in one lunp sumat the end of the year, and maintain in
a retrievable formthe necessary backup docunentation to
support the Medicaid rei nbursenent.

In their witten response to the report, DHS officials
agreed to inplenent 15 recomendations, disagreed with and
will not inplenent 2 recomendations, and cited one
recommendati on as no | onger being applicable.
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Updat e

DHS reported that it is inplenenting the recomendati ons
that it agreed with, including the foll ow ng:

Since July 2001, DHS has begun to nore closely nonitor the
staffing | evels and invoi ce subm ssions of the Floating
Hospital. DHS reviews the invoice subm ssions together with
t he back-up docunentation to ensure expenditures are within
t he approved anounts and do not exceed the budgeted anount.
In addition DHS reviews, the sign-in/out |ogbook nonthly to
ensure staff coverage and to verify that the appropriate
signatures are present. DHS sends a notification letter to
Fl oati ng Hospital outlining any discrepancies found during
the review DHS will disallow paynent if there is no
docunentation confirmng that a person worked on a specific
dat e.

The Fl oating Hospital nust send quarterly programreports of
nmonthly activity to DHS. Since Novenber 15, 2001, DHS has

i npl enented a report tracking control formto nonitor tinely
subm ssions of programreports. DHS sends notification
letters to the Floating Hospital if the quarterly reports
are nore than two weeks | ate.

Since July 2001, the Floating Hospital indicates on the tine
cards the tine that staff assigned to Auburn actually spend
at Auburn.

DHS has resolved all issues concerning the rei nbursenent of

funds overcharged by the Floating Hospital. Recouprent will
be conpl eted by February 28, 2002.

The Floating Hospital will submt nonthly information to DHS
that indicates the anount of Medicaid rei nbursenment it
requested and the anount it received.

kkkikkkkhkkhk*k
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NEW YORK CI TY HOUSI NG AUTHORI TY ( NYCHA)

Audi t of the Contract Tracking System the Contract
Adm ni stration Departnment System and the Financial Mnagenent
System of the New York Gty Housing Authority

Audit # 7A99- 200A

Conptroller’s Audit Library # 7142
| ssued: Decenber 15, 2000

Monetary Effect: None

I nt roducti on

NYCHA devel oped two tracking systens to nonitor work
activities related to contracts, the Contract Tracking System
(CTS) and the Contract Adm nistration Departnent System
(CAD). It purchased and installed a financial system the
Fi nanci al Managenent System (FMS), to process paynents for
contracts. This audit’s objectives were to: determ ne
whet her the data stored in CTS, CAD and FMS are conpl ete and
accurate, verify whether conputer operations are adequately
secured to protect the data in these systens, and that a
conti ngency plan exists and has been tested.

Results

Qur audit found that although the data in the three
systens are related and can be connected through the contract
nunber, there is no reconciliation of the systens’ data,
resulting in dissimlar contract information. W also found
there is no overall managenent oversi ght over the three
systens, no full-tinme database adm nistrator for the CTS and
CAD systens, no supervisory review of error lists for CTS,
and no docunentation for interface (the point at which a
connection is nade between two systens so that they can work
with one another) prograns for the CTS, CAD, and FMS systens.
Each NYCHA departnent is independent, and is allowed to
pronmul gate its own departnental policies and procedures
wi t hout any intervention by central managenent.

The audit nmade twenty-seven reconmendati ons to NYCHA,
i ncluding the foll ow ng:

Establish a steering commttee to review and to appraise
conputer activities within the organi zati on and ensure that
duplicative systens that nmay not be cost-effective are not
initiated or inplenented.
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Provi de an in-house function entitled Database Quality

Adm nistrator, to be the key individual responsible for the
integrity of all applications. The adm nistrator should be
responsi ble to ensure that edits are perforned on all input
data and that rejected data is corrected and re-entered.

Establish editing criteria for all fields in the existing
CAD and FMs systens and the CTS system bei ng devel oped.

St andar di ze contract nunbers agency-w de for EDP data i nput
and identification.

We received a witten response from NYCHA on Novenber 9,
2000. NYCHA generally agreed to inplenent nost of our
recommendati ons and commented as fol | ows:

“W would |ike to point out that based on an RFP, NYCHA
has engaged KPM5 to perform a technical assessnent of al
exi sting applications maintai ned by our System and Conputer
Services Departnent. Further, we have devel oped a
conprehensive RFP for the replacenent of all the existing FMS
and Materials Managenent Systens with new integrated
financial systens. W expect to release the RFP by the end
of this nonth, and to nake an award in March of 2001.~

NYCHA di sagreed with our findings regarding the | ack of
reconciliation between the three systens citing:

“As we repeatedly stated during the audit, at the Pre-
exit Conference, and at the Exit Conference, our Financi al
Managenment System (FMS) is NOT integrated with, and was never
intended to be integrated with, the Contract Adm nistration
Depart ment System (CAD) and the Contract Tracking System
(CTS). As such, as has been previously stated, we object to:

i nclusion of any findings and recommendati ons on CTS, an
application no longer in use; and conparisons of data across
applications, which were never designed to operate in, or be
considered a part of an integrated whole.”

Updat e

NYCHA reported that 11 of the 27 recomendati ons have
been fully inplenented, and 10 recomrendati ons have been
partially inplenented, including the follow ng:

During the first quarter of 2000, NYCHA established an
executive level Steering Commttee to review and apprai se
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all organization-w de strategic issues, to ensure that

exi sting systens are not duplicated and that there are
tinmely conputer system updates and repl acenents of obsolete
conmput er systens.

During the second quarter of 2001, NYCHA created and filled

a position for Manager of Quality Assurance, who is
responsible for the integrity of all NYCHA applications.

NYCHA has selected Oracle software as the core of its

i ntegrated Financial Managenent System which will

i ncorporate the core business systens, such as Accounts
Payabl e, Accounts Receivable, General Ledger, Accounting,
Budget, Treasury, Purchasing, and Inventory Distribution.
The installation of this new systemis expected to be
conpleted in July 2003.

NYCHA recently devel oped a busi ness recovery plan and
entered into a contract with IBMthat includes a D saster
Recovery site at Sterling Forest, New York, for the AS/ 400
pl at f orm

NYCHA wi || devel op software standards to docunent the

i nterfaces between software and hardware conponents for al
its applications by April 2002.

NYCHA i npl enmented a nodification to the CAD system during
Decenber 2000 to ensure that after the Contract

Adm ni stration Departnent processes a paynment, no ot her
entries for that specific paynent are all owed.

NYCHA di sagrees with and will not inplenment the
remai ni ng si x reconmendati ons.

R I I I I
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DEPARTMENT OF HOUSI NG PRESERVATI ON AND DEVELOPMENT ( HPD)

Followup Audit Report of the Internal Controls for the New
York City Departnent of Housing Preservation and Devel opnent
Dat a Center

Audit # 7F01-066

Conptroller’s Audit Library # 7154
| ssued: January 22, 2001

Monetary Effect: None

I nt roducti on

The Departnent of Housing Preservation and Devel opnent's
(HPD) m ssion is to preserve, upgrade, and devel op affordable
and decent housing for residents of New York City. HPD
rehabilitates private and Cty-owned buil di ngs, and devel ops
new housi ng through construction or rehabilitation of vacant
bui |l dings. HPD al so provides housing for honeless famlies
and individuals, and nonitors and enforces residentia
housi ng code conpliance. HPD used to maintain information
for these functions on two | BM 4381 nai nfranme conputers that
were |located in a data center in upper Manhattan. These two
mai nfranes were noved, in Septenber 1995, to Dol TT's conputer
facility. HPD depends on Dol TT's data center for operational
support and security for various HPD application systens.

For the nost part, the conputer applications supported by
Dol TT's data center are used by HPD s Code Enforcenent
Division, Ofice of the Property Managenent, and Housi ng
Managenent Sales. HPD also has its own data center that is
used to house its LAN and m d-range environnments.

This followup audit determ ned whet her HPD i npl enent ed
the 18 reconmmendati ons nmade in a previous audit, entitled
Audit Report of the Internal Controls for the New York City
Depart nent of Housing Preservati on and Devel opnent Data
Center (Audit # 7A95-086, issued on January 26, 1996).

Resul ts

HPD has inproved the physical security of its data
center, but its systemsecurity still needs inprovenent.
Specifically, HPD does not have adequate control over its
password security. Furthernore, HPD does not have a forma
detai |l ed di saster contingency plan in place to ensure that
agency business will not be materially interrupted in the
event of a disaster. |In addition, HPD does not have an
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adequate fire suppression system nor does it have energency
lighting fixtures. Finally, HPD did not provide
docunent ati on showi ng that its program change procedures are
bei ng fol | oned.

The audit made the following five reconmendations to
HPD. HPD shoul d:

Devel op formal written physical security guidelines for the
data center.

Expedite the conpletion of its new operating environnment to
al | ow better system securities.

Create a detailed formal witten disaster contingency plan
that includes a conprehensive disaster recovery procedure.

| mprove the Fire Suppression systemand install energency
lighting systemin the data center.

Ensure that the program change procedure is properly
enf or ced.

In its response, HPD generally agreed with the report’s
fi ndi ngs and recomendat i ons.

Updat e

HPD reported that it is inplenenting the audit's
recommendati ons as foll ows:

HPD devel oped security guidelines and distributed themto
all building security staff during January 2001.

HPD conpl eted 70 per cent of a Wndows 2000 desktop roll out
that will include security enhancenents, such as the desktop
| ockdown feature. The Wndows 2000 desktop rollout will be
conpleted by the mddle of the first quarter of 2002. HPD
will also inplenent a user password change policy after the
Wndows rollout has been conpl et ed.

HPD pl ans to devel op a disaster recovery plan after the
W ndows 2000 rollout is conpleted.

HPD has i nproved the Fire Suppression systemby installing a
new fire suppression system a fire detection system an
energency lighting system and an energency-over-ride

el ectrical swtch

161



Housing Preservation & Devel opment, Department of

HPD has distributed a letter to ensure that the program
change procedure is foll owed.

*kkkkkkkkk*k

DEPARTMENT OF HOUSI NG PRESERVATI ON AND DEVELOPMENT ( HPD)

Audit Report on the Financial and Qperating Practices of the
Tenant Associations in HPD s Tenant Interi mLease Program

Audit # M300- 160A

Conptroller's Audit Library # 7182
| ssued: March 22, 2001

Monetary Effect: None

I nt roducti on

This audit anal yzed the financial and operating
practices of three Tenant Associ ations in the Departnent of
Housi ng Preservation and Devel opnent’s Tenant |InterimLease
(TIL) program The audit determ ned whether tenants in the
apartnents are the tenants of record; whether revenues and
expenses are accurately reported; whether the internal
controls are adequate; whether expenditures are reasonabl e
and necessary; and whet her HPD provi des adequat e supervi sion
to ensure that the associations follow its guidelines.

HPD nmanages buil di ngs that have been acquired by the
City through tax foreclosure (in ren) actions. The TIL
programis one of several HPD prograns created to reduce the
nunber of city-owned residential buildings. This program
gives tenants in city-owned buil dings a chance to nanage and
eventual ly buy the buildings fromthe Cty. As of February
2000, there were approximately 228 buildings in the TIL
program HPD surveys each building in the program identifies
what needs to be done, and prepares a cost estinmate for the
conplete rehabilitation of the building. HPD spends on
average $55,000 to rehabilitate each apartnent. After all
renovations are conpleted, the tenants nay buy the buil ding
as a cooperative for $250 per apartnent, if the Tenant
Associ ati on has managed the buil ding conpetently and 80
percent of the tenants agree.

Resul ts
The three Tenant Associ ations viol ated federal tax

regul ations by not filing the required 1099-M SC fornms with
the Internal Revenue Service, and by not reporting paynents

162



Housing Preservation & Devel opment, Department of

made to the officers for nanagenent fees, to independent
contractors for repair work perforned, or to attorneys for
| egal services.

Furthernore, the Tenant Associations did not effectively
manage their finances by enforcing rent collection on the due
dates. They allowed tenants to pay rent as late as the end of
the nonth or in the subsequent nonth. They al so did not
deposit the rents pronptly in their bank accounts.

In addition, HPD s nmonitoring of the Tenant
Associ ations’ financial reports is inadequate. HPD failed to
nmoni tor whether the Tenant Associ ations reported to the IRS
t he paynents nmade to their officers, to independent
contractors, and to | awyers.

This audit makes 15 recommendati ons, sone of which are
|i sted bel ow

HPD shoul d ensure that the Tenant Associ ati ons:

Pronmptly issue the 1099-M SC forns to all independent
contractors who earn $600 or nore during a cal endar year

Adhere to their bylaws and enforce tinely collection of
rent. Each Tenant Associ ation should be encouraged to adopt
a rent-collection policy that woul d address the probl em of
| ate-rent paynents. This could include issuing | ate-rent
notices to tenants, and inposing |late fees.

Deposit rents at |east once a week, as required.

HPD shoul d:

Survey all the Tenant Associations in the TIL programto
determ ne whether they are aware of and are follow ng the
applicable tax regul ati ons and provisions of the disability-
benefits law. In addition, HPD should rem nd the Tenant
Associ ations through letters of their obligation to foll ow
these requirenents.

Moni tor the Tenant Associations nore closely. HPD shoul d
review the nonthly summary reports thoroughly, ensuring that
i nportant tax docunents such as W2s and 1099 M SC forns are
properly conpleted and filed, and that all reported
information is accurate.
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Establish witten guidelines and procedures, including
eligibility requirenments, for its rent subsidy program

HPD officials agreed with the audit's findings and
recomendati ons, and either have inplenented or wll
i npl enent all 15 recommendati ons.

Updat e

HPD reported that it has inplenented the audit's
recommendat i ons, including the foll ow ng:

HPD has inforned the tenant associations in witing of their
obligation to follow the applicable tax regul ati ons and
disability laws. HPD al so requested that each association
submt proof of filing.

HPD has distributed 1099-M SC forns to the tenant
associ ations nmust and instructed themto conplete and subm t

these fornms to the independent contractors, with copies to
the I RS

HPD has reinforced in witing that tenant associ ations nust
deposit rents at | east once a week and submit copies of the
deposit slips with their nonthly reports.

HPD hel d two neetings with the accounting staff to discuss
the findings in the audit and to ensure that each staff
person is aware of the recommendations. HPD al so requested
that the tenant associations submt to HPD on a periodic
basi s proof of filing the appropriate tax fornmns.

HPD has issued an interimlease to all three tenant
associ ati ons.

kkkikkkkhkkhk*k

DEPARTMENT OF HOUSI NG PRESERVATI ON AND DEVELOPMENT ( HPD)

Fol l owup Audit of the Departnent of Housing Preservation and
Devel opnent’s Efforts to Measure the Effectiveness of the
Nei ghbor hood Entrepreneurs Program

Audit # MIO1-097F

Comptroller's Audit Library # 7225
| ssued: May 1, 2001

Monetary Effect: None
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I nt roducti on

This foll owup audit determ ned whet her the Departnent
of Housi ng Preservation and Devel opnent (HPD) inplenented six
recormmendati ons nmade in a previous audit entitled Audit of
the Departnent of Housing Preservation and Devel opnent’s
Efforts to Measure the Effectiveness of the Nei ghborhood
Entrepreneurs Program (Audit # MJ97-135A, issued June 26,
1997). That audit evaluated (1) the m ssion of the
Nei ghbor hood Entrepreneurs Program (NEP), (2) whether HPD had
est abl i shed performance indicators for NEP, and (3) whether
t hose indicators could adequately neasure NEP' s effectiveness
in nmeeting its mssion. The previous audit: identified
several weaknesses in HPD' s efforts to neasure the
ef fecti veness of NEP; determ ned that HPD personnel
responsi bl e for overseeing the programhad a good
under st andi ng of NEP; and stated the program appeared to be
reduci ng the nunber of residential buildings owed and
managed by the City, a HPD goal. However, HPD had not fully
devel oped formal witten adm nistrative procedures, clearly
defined the key mlestones of the program or identified
targets for conpletion of various tasks in the program

Results

O the six recomendations made in the previous audit,
three were inplenmented and three were partially inplenented.
HPD has i nproved its oversight and tracking of NEP. As a
result, HPD appears to be better equipped to neet the primry
goal of returning Cty-owned residential buildings to private

owner shi p. However, there is still roomfor inprovenent.
HPD has still not established a nmeasurabl e objective for
NEP' s goal of encouraging real estate activity. |In addition,

HPD s perfornmance report does not include indicators that
nmeasure NEP's performance in nmeeting two of the programs
goal s: providing | ow and noderate i ncone housing, and
reestablishing real estate activity. Furthernore, HPD s
performance report does not track sales to entrepreneurs, a
key indicator in identifying the nunber of buildings that are
returned to | ocal ownership.

To address the conditions found in this audit, the
report made three reconmmendati ons to HPD, specifically that
it shoul d:

Devel op and docunent specific objective(s) for NEP goal #3—
reestabl i sh heal t hy nei ghbor hood-based real estate activity.

165



Housing Preservation & Development, Department of

If HPD is unable to establish a neasurabl e objective whereby
it can ascertain its progress towards achieving this goal,

t he agency should consider elimnating it as an official

goal of the program

Devel op and report the effectiveness indicators for all of
NEFP's goals in its performance highlights report. For
exanpl e, HPD could report the nunber of units occupied by

| ow and noderate inconme tenants to denonstrate its
effectiveness in neeting goal #1 (creating housing for |ow
and noderate incone tenants), and could report the nunber of
units it sold to entrepreneurs in regards to goal #2
(returning rehabilitated buildings to | ocal ownership).

Wrk with the Mayor’s O fice of Operations to enhance the
information contained in the Mayor’s Managenent Report
regarding NEP's performance. Specifically, the information
shoul d focus nore on NEP's effectiveness in neeting its
goals (e.g., the nunber of units sold to entrepreneurs).

In its response, HPD agreed with two of the audit’s
three recommendati ons. HPD di sagreed with our recommendati on
that it enhance the information contained in the Mayor’s
Managenent Report regardi ng NEP's performance.

Updat e

HPD reported that it has inplenmented the two
recommendations that it agreed with, as foll ows:

HPD agrees to renove fromits performance highlights report
NEP goal #3 as an official goal of the program because it is
difficult to document and neasure its specific objectives.

HPD s performance highlights report now reports the nunber
of buildings and units sold to the NEP Entrepreneurs.

R I I S I
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HUMAN RESOURCES ADM NI STRATI ON  ( HRA)

Audit Report of Conputer Equipnment Inventory On-Hand at the
Hunman Resources Adm nistration’s Stockroons

Audit # 7A00- 155

Conmptroller’s Audit Library # 7240

| ssued: May 30, 2001

Monetary Effect: Potential Revenue: $111,134 (related to a
claim to be filed against Tine Record Storage Conpany for
m ssi ng equi pnent)

I nt roducti on

This audit determ ned whet her the Human Resources
Adm ni stration (HRA) maintai ned adequate control over its
conmput er hardware and software stored in its stockroons and
in a warehouse nanaged by the Tinme Record Storage Conpany, a
private organi zati on under contract wi th HRA

Results

HRA does not mmintain perpetual inventory records at two
of the three | ocations—the Ei ghth Avenue Stockroom and the
Wat er Street Stockroom—where conputer equi pnment is stored.
In other words, HRA does not adjust inventory records when
itenms are received at or distributed fromthese |ocations so
that, for all intents and purposes, HRA has no inventory
control procedures to govern its stocked itens. |Instead,
records are updated periodically, based on physical counts
performed by HRA personnel. Consequently, our physical counts
identified many pieces of equiprment |listed on the records
that could not be accounted for, and certain equi pnent was
found in the stockroons but was not |isted on the records.
The nost significant discrepancies were at the Ei ghth Avenue
St ockroom where 469 pieces of equiprment listed on the
i nventory records could not be accounted for. Prices were
found for 275 out of 469 itens; the estimted val ue of the
275 itenms was $314,912. O equal concern, 1,027 itens that
were found during the count at the Ei ghth Avenue St ockroom
were not listed on the records. Prices were determ ned for
680 of the 1,027 itens; the estimated value of the 680 itens
was $750,279. At the third storage |ocati on—the Time Record
St orage Conpany’ s war ehouse——per petual inventory records are
mai nt ai ned. However, 97 Dell Conputers valued at $111, 134
were listed on the records at this |ocation, but could not be
f ound.

167



Human Resources Administration

The audit recomrended that HRA:

Create an inventory project team reporting to the
Comm ssi oner, whose sole function would be to overhaul and
to redesign HRA's inventory system in accordance with DA’ s
“Standards for Inventory Control and Managenent” and wth
the New York City Conptroller’s Directive #1. The ultimate
goal would be an inventory control systemthat is: (1)
accurate (i.e., records match on-hand bal ances); (2) tinely
(i.e., records are adjusted to inmedi ately refl ect

di sbursenments/receipts); (3) useful (i.e., reorder points
are defined and are realistic); and (4) enconpassing (i.e.,
the systemtracks itens that are supposed to be tracked).

I nvestigate the discrepancies identified in this report.

HRA shoul d mai ntai n docunentati on show ng how t he
di screpanci es were resol ved.

Refer all significant and unresol ved di screpancies to DO
for further investigation, if HRA has not already done so.

Recoup the value of the m ssing 97 conputers fromthe Tine
Record Storage Conpany.

HRA' s response indicated that it generally agreed to
i mpl ement the report’s recommendations and stated: “the
report has assisted us in our ongoing efforts to inprove the
operations of our agency.” In addition, HRA officials stated
that they will “ask HRA's O fice of Legal Affairs to begin
the |l egal process to recoup the replacenent value of the
conputers.”

Updat e

HRA did not provide foll ow up infornmation.

kkkikkkkhkkhk*k

HUMAN RESOURCES ADM NI STRATI ON ( HRA)

Audit Report of Conputer Equipnent Installed at the Human
Resources Adm ni stration

Audit # 7A01-101

Conptroller's Audit Library # 7298
| ssued: June 29, 2001

Monetary Effect: None
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I nt roducti on

This audit determ ned whet her the Human Resources
Adm ni stration (HRA) maintai ned adequate control over the
conput er hardware and software installed at its user
| ocati ons.

Results

HRA had not perfornmed physical inventory counts of
install ed conmputers between 1995 and 2000; thus, HRA entered
equi pnment information into an inventory database, but never
checked to see whether the equipnent was actually present in
the | ocations specified. Consequently, an inventory review
conducted by HRA personnel in February 2000 showed that 796
pi eces of equi pment worth $931, 397 were not found, even
though all HRA sites had been visited. Simlarly, an
i nventory count conducted by the Conptroller's O fice during
this audit could not account for nearly $1.6 mllion in
equi pnent purchased by HRA in cal endar years 1999 and 2000.

Mor eover, HRA' s Inventory Database contai ned 650
duplicate inventory records; 1,232 itens did not have proper
serial nunbers in the serial nunber (S/N) field; and
approxi mately $536, 000 i n equi pnent was not recorded on the
i nventory records.

The audit recomended that HRA:

Create an inventory project team reporting to the
Conmi ssi oner, whose ultimate goal would be to ensure that
the inventory control systemfor installed conputer

equi pnrent is: (1) accurate (i.e., all installed conputer

equi prent is accounted for); (2) tinmely (i.e., records are
adjusted to imMedi ately refl ect receipts, transfers and

reli nqui shnents); and (3) all-enconpassing (i.e., the system
tracks all itens that are supposed to be tracked).

Refer all significant and unresol ved di screpancies to DO
for further investigation, if HRA has not done so.

| mredi ately assign nore data entry personnel to enter the
results of the physical inventory count.

I nclude all Sun M crosystens equi pnent on the Inventory
Dat abase.
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Fol | ow t he existing procedures to ensure that all equi pnent
records are accurately recorded.

HRA' s response to the report stated that it "is in the
process of updating the record keeping and has al ready

identified and resolved $1.2 million of the $2.5 nmillion
di fference."” The response indicated that HRA generally
agreed with the audit's reconmendati ons.

Updat e

HRA did not provide foll ow up information.

*kkkikkkkkkk*k

HUVMAN RESOURCES ADM NI STRATI ON ( HRA)

Fol l ow-up Audit Report of the Human Resources Adm nistration
Dat a Center

Audit # 7F01-099

Conptroller’s Audit Library # 7248
| ssued: June 7, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned the inplenentation
status of 17 recomendati ons nmade in a previous audit report
of the Human Resources Adm nistration (HRA) data center
Audit Report of the Human Resources Adnini stration Data
Center, (Audit # 7A98-056, issued June 30, 1998). The prior
audit focused on the data center’s operation of HRA s | BM
4381 mai nfrane and found that security access and password
controls were weak, program change controls needed
I nprovenent, and, there were inadequate controls over the
tape library. The prior audit also reveal ed that HRA did not
have a formal disaster recovery plan and an alternate power
backup systemfor its data center. Consequently, the prior
audit made 17 recomendati ons.

This followup audit al so evaluated HRA's security
access, and program change and tape |ibrary controls, and
eval uated HRA's draft disaster recovery plan as well as its
power supply backup system
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Resul ts

O the 17 recommendati ons fromthe prior report, 6 were
i npl enented, 7 were not inplenmented, and 3 were partially
i npl emented. One recommendation is no | onger applicable.
Speci fically, reconmmendations nmade in the previous report
regardi ng HRA's nmai nfranme program change controls have been
i mpl enented. HRA updated its mai nframe program change contro
procedures to reflect the current process. Change managenent
i nformati on has been nmaintai ned both nmanual ly and
el ectronically. The nunber of change managenent staff has
been increased to ensure proper segregation of duties.

However, recommendati ons concerni ng access control, tape
library controls and a disaster recovery plan have been
either partially inplenmented or not inplenented.

HRA has not conpletely deleted mainframe User |IDs and
passwords of ex-enpl oyees and those have not been used for
nore than one year. HRA does not have adequate control over
its tape library. Its tape library procedure is obsolete and
needs to be updated to reflect the current organi zational
structure. In addition, the audit noted that there is
i nappropri ate segregation of duties in the tape |ibrary and
that certain tapes/cartridges could not be accounted for.
Regar di ng the backup systens, HRA has not conpleted the
process of devel opi ng, inplenenting, and testing a fornmal
di saster recovery plan to cover all areas of the data center

As part of a cityw de requirenment, agencies planning to
install an agency-wide Internet link nmust first submt their
proposals to the Departnent of Investigation (DA) for
approval. HRA's Internet access plan proposal was approved by
DA on July 17, 2000.

To address the existing issues, we nade 14
recomendati ons, including that HRA should conplete a fornal
di saster recovery plan; develop a conputer programto del ete
Users I Ds for fornmer HRA enpl oyees; delete User IDs that have
not been used for at |east one year; update its tape library
procedures; maintain proper controls over the
tapes/cartridges sent to the off-site vendor or outside
organi zati ons; and segregate the tape library operation
duties fromthe conputer operation duties.

HRA generally agreed with the audit findings, although
it disagreed with the recomrendation to devel op a conputer
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programto delete fornmer HRA enpl oyees’ User |Ds, and the
recommendation to generate a separate report fromthe library
i nventory dat abase that contains the nunber of new
tapes/cartridges that have been initialized for future use.

Updat e

HRA did not provide follow up infornmation.

kkkikkkkhkkhk*k

HUMAN RESOURCES ADM NI STRATI ON ( HRA)

Followup Audit Report on the Effectiveness of the Human
Resources Adm nistration’s InfoLine in Providing Information to
the Public

Audit # MEOO- 170F

Conptroller’s Audit Library # 7169
| ssued: February 27, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned whether the Human
Resources Adm nistration (HRA) inplenmented the seven
reconmmendati ons nmade in a previous report, Audit Report on
the Effectiveness of the Human Resources Adm nistration’s
InfoLine in Providing Information to the Public (Audit No.
MEQ7- 060A, issued May 9, 1997).

HRA's InfoLine is a tel ephone information and referra
service that functions as a central access point for social

service information to the general public. InfoLine directs
callers to the appropriate government or not-for-profit
service providers based on the services needed. It also

provides information to callers about basic eligibility
requi renents for various services and how to apply for them

Results

This followup audit reveal ed that HRA has inproved its
adm nistration of the InfoLine. However, the current
t el ephone system has a nunber of technical problens that
degrade its performance. To resolve these technical
probl enms, the agency plans to install a new tel ephone system
O the seven recommendati ons nade in the prior audit report,
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the agency inplemented three and partially inplenented four.
This followup audit identified three areas that need further
i nprovenent. Specifically, we found that:

The average hold tinme that callers waited before speaking to
an | nfolLi ne agent was seven m nutes.

The system provided two conflicting nessages regarding the
hours that agents are avail abl e.

I nf oLi ne agents provided inaccurate referral information 23
percent of the tine.

To address the conditions found in the foll owup audit,
we nmade seven new reconmendations. Specifically, HRA shoul d:

Expedite the installation of the new tel ephone system

Ensure that with the installation of the new systemthe
I nfoLi ne’s autonated attendant inforns callers of the actua
expected hold tine.

Ensure that with the installation of the new systemthe
out goi ng nessages regarding the availability of |nfoLine
agents are consistent and reflect the actual hours that
agents are available to answer calls.

Institute a systemto track changes and updates to the
Gat eway system

Devel op witten procedure for updating the Gateway system

Ensure that HRA's program heads notify InfoLine inmediately
of all changes to their services.

For non- HRA services, the InfoLine should refer callers to
t he appropriate agency.

HRA generally agreed with the audit's findings, and
agreed to inplenent all seven recomrendati ons.

Updat e

HRA reported that is inplenmenting six audit
recommendat i ons, including the foll ow ng:

HRA has expedited installation of the new tel ephone system

The projected inplenentation date for the new systemis
March 2002.

173



Human Resources Administration

HRA' s Managenent Information System has begun to update the
Gat eway system This new system which is scheduled to be
conpleted in March 2002, will have the capability to track
al | changes and updates.

HRA has established a Change Control Goup that is
responsi bl e for overseeing the devel opment of witten
procedures for updating the Gateway system

On August 31, 2001, HRA issued Procedure No. 01-15, HRA

Tel ephone Policy Directive to ensure that all HRA prograns
and offices adopt specific internal controls with regard to
the use of tel ephone equi pment and to requests for new
services and installation. The Procedure directs the
responsibility centers to informthe Director of the
Infoline of changes so that the Infoline can be updated.

*kkkkkkkk*%

HUVAN RESOURCES ADM NI STRATI ON ( HRA)

Conpliance of Tolentine Zeiser’s Paradise Residence Wth its
Contract with the Human Resources Adm nistration’s Division of
Al DS Services and | ncone Support

Audit # MEO1- 056A

Conmptroller’s Audit Library # 7195
| ssued: April 3, 2001

Monetary Effect: None

I nt roducti on

The audit assessed the conpliance of Tol entine Zeiser’s
Par adi se Residence with its contract with the Hunman Resources
Adm nistration (HRA) to operate a transitional hotel for
honel ess persons with Al DS

In 1994, HRA's Division of AIDS Services and | ncone
Support (DASIS) awarded a contract to Tol entine Zeiser to
provi de transitional housing for honel ess persons with Al DS
at its Paradi se Residence (Paradise), a facility in the
Bronx. Paradi se houses 58 single nmen and wonen at any one
time in private roons, and is required to provide these
clients with various services, including counseling and
referral services, medical services, advocacy for various
benefits, and assistance in finding housing.

174



Human Resources Administration

Resul ts

Par adi se was generally in conpliance with the socia
service requirenents of its contract, and provided a nunber
of social services above and beyond the contract
requi renents. Paradise was also in conpliance with the
requi renents of its contract regarding structural, sanitary,
and safety conditions, and nade diligent efforts to assi st
clients in finding permanent housi ng. However, Paradise
needs to nmake inprovenments in the foll ow ng areas: nonitoring
clients’ health issues and clients’ adherence to nedication
regi mens; providing and docunenting daily recreationa
activities; and providing social services such as referrals
to substance-abuse counseling and training in independent
living skills.

Al t hough Paradi se conplied with several of the critical
fiscal requirenments of its contract, it failed to conply with
some, such as bidding for purchases. Paradise also submtted
requests for reinbursenent for several expenditures that may
have been inappropriate, failed to maintain an audit trai
for some fund transfers between its account and Tol entine
Zeiser’s main account, and did not have adequate controls
over its bookkeepi ng functions.

The audit identified a nunber of weaknesses on DASI S
part that ultimately interfered with Paradise’s ability to
serve its clients. Specifically, clients experienced del ays
caused by DASIS in securing permanent housing, and DASIS did
not provi de Paradi se with feedback regardi ng case managenent
after receiving incident reports. In addition, DASIS
oversi ght of Paradise’'s fiscal activities was inadequate,
|l eading it to overlook errors, to possibly allow
i nappropri ate expenditures, and to fail to provide Paradi se
wi th guidance in inplenenting needed internal controls.

Mor eover, extensive delays in registering Paradise’ s contract
renewal have caused serious cash-flow problens for the

organi zation. Delays in assisting clients with securing

per manent housi ng and i nadequate oversight of fiscal
activities were also found in an audit of another
transitional housing facility, indicating the need for sone
overal |l inprovenents at DASIS.

This audit made 30 recommendati ons to HRA's DASIS, sone
of which are |listed bel ow DASI S shoul d ensure that:
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Par adi se nonitors and docunents the status of all clients’
adherence to their nedication regi nens, and conducts and
docunents follow up checks with clients suffering or
conpl ai ni ng of nedi cal ail nents.

Par adi se provi des and docunents recreational activities for
the clients on a daily basis.

Par adi se provi des and docunments on-site counseling and
referrals to outside prograns to address clients’ substance-
use i ssues.

DASI S provides a forumin which the directors of the various
contracted transitional housing facilities can share their
experiences and ideas. DASIS should ensure that directors
of exenplary facilities, such as Paradi se, share successful
practices with, and provi de gui dance to, the directors of
other facilities.

DASI S nodi fi es the approval process for housing applications
and inproves its efficiency to ensure that clients are able
to advance quickly in their search for permanent housing.

DASI S communi cates with Paradise after an incident is
reported to ensure that appropriate actions are being taken
to make any necessary recomendations regarding the client’s
case managenent and to apprise Paradi se of any actions that
DASI S i s taking.

~ Tol entine Zeiser obtains bids as required under the
contract.

Tol enti ne Zeiser maintains an audit trail for all fund
transfers fromor into the Paradi se bank account.

DASI S provi des adequat e oversi ght of, and gui dance to,
Paradi se to ensure that all expenditures are appropriate and
fully supported by docunentation and that all appearances of
i npropriety are avoi ded. This shoul d i nclude periodically
conducting desk audits of the supporting fiscal
docunent ati on mai ntai ned at Tol enti ne Zei ser.

HRA generally agreed with the report’s findings and
agreed to inplenment 28 of the report’s 30 recomrendati ons.

Updat e

HRA reported that it has fully inplenmented 29
recommendati ons, including the foll ow ng:
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On June 18, 2001, the Deputy Director of the H V/ Al DS
Services Adm nistration (HASA fornerly DASIS) Contracts Unit
nmet with Tolentine's Executive Director and Program Director
to discuss the audit. Tolentine has now assigned a staff
person to work on Saturdays, to inprove the tinely
conpl eti on of intakes.

Tol entine's social service staff now provi de and docunent
on-site counseling and referrals made to outside prograns.

Tol entine is docunenting the outconme of applications to
secure health benefits nade on behalf of clients.

Case managers now nonitor residents weekly to ensure their

adherence to nedi cations, and the nurse conducts a 30-day
medi cal review.

Tol entine staff records all recreational activities in a
dai ly | ogbook.

HASA revises its housing referral process as needed.

kkkikkkkhkkkik*

HUMAN RESOURCES ADM NI STRATI ON ( HRA)

Audi t Report on the New York Gty Human Resources
Adm ni stration’s Grant D version Program

Audit # MEO1l- 106A

Conptroller’s Audit Library # 7283
| ssued: June 26, 2001

Monetary Effect: None

I nt roducti on

The audit assessed enployers’ satisfaction with the
Human Resources Administration’s (HRA) grant diversion
program and their willingness to agree to report to HRA on
their long-termretention of grant diversion participants.

The grant diversion programis a welfare-to-work program
adm ni stered by HRA's Business Link office, providing
financial benefits to enployers who hire public assistance
reci pients. Public assistance funds are diverted to
enpl oyers who hire public assistance recipients and used to
subsi di ze the enpl oyees’ paychecks for up to six nonths.
During fiscal year 2000, 2,883 public assistance recipients
enrolled in the grant diversion program HRA s grant
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di versi on subsi dies usually range between $250 and $300 per
nmonth for each participant.

Resul ts

HRA's grant diversion programis generally viewed
favorably by participating enployers. Mst enployers
responding to our survey stated that they were satisfied with
the program and indicated an interest in hiring nore
participants in the future. This satisfaction, together with
general ly positive retention rates, suggest that HRA should
pronote the grant diversion program nore aggressively, as it
is currently underused.

However, nmany of the enployers also stated they had
experienced problenms with the grant diversion program The
grant diversion unit should be nore active inits
comuni cation with participating enployers to alleviate
probl ens before they becone a disincentive to participate in
the program and to ensure the continuous inprovenent of the
program HRA al so should inprove its adm nistration of
chil dcare benefits for participating public assistance
reci pients.

HRA does not track enployers’ long-termretention of
grant diversion participants. Obtaining long-termretention
data fromthose enployers willing to provide it would enabl e
HRA to better evaluate the success of the program and to
identify which enpl oyers provide the best enpl oynent
opportunities for public assistance recipients.

HRA di sagreed with 2 findings pertaining to
conmuni cation with enpl oyers and to tracki ng enployers’ | ong-
termretention of participants. HRA al so disagreed with 3 of
our 7 reconmendations: that it increase pronotion of the
grant diversion program informparticipating enployers of
the roles of various HRA divisions, and request |ong-term
retention data from participating enpl oyers.

HRA agreed to inplenent the other 4 recommendati ons:
that it distribute the welfare-to-work gui debook to al
partici pating enployers and public assistance recipients;
describe in the participant agreenent how public assistance
reci pients can call the programunit directly about childcare
or other problens related to the program periodically survey
partici pating enployers to assess their satisfaction with the
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progrant and conpl ete the inplenmentation of the Automated
Child Care Information System

Updat e

HRA reported that it has inplemented the recomendati ons
it agreed with as foll ows:

HRA has distributed the booklet, Leaving Public Assistance
and Keepi ng Your Job.

HRA's Grant Diversion unit has nodified the existing

Partici pant Statenent of Understanding to read, "Public
Assi stance recipients may call the Gant D version Unit
directly when they experience any childcare problens or any
ot her problem specifically related to the Grant D version
Program*

HRA has devel oped a survey to elicit information from
enpl oyers regarding their satisfaction with the program and
to identify problens with the process.

HRA has conpl eted the inplenentation of the Automated Child
Care Information System

*kkkkkkkk*k
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NEW YORK CI TY COWM SSI ON ON HUMAN RI GHTS ( CHR)

Followup Audit of the New York Gty Commssion on Human
Right’s Small Procurenent and Vouchering Practices

Audit # MIO1-161F

Comptroller's Audit Library # 7229
| ssued: May 18, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned whether the City
Commi ssi on on Human Rights (CCHR) inplenmented 19
recommendati ons made in a previous audit entitled Audit of
the New York City Conm ssion on Human Ri ght’s Snal
Procurenent and Vouchering Practices (Audit # FR95- 165A,
i ssued February 26, 1996). That audit eval uated whet her CCHR
conplied with the Conptroller’s Directives, the New York City
Charter, the Procurenent Policy Board Rules (PPB), and al
other Cty policies and gui delines governing snal
procurenent and vouchering practices for OIPS purchases, and
verified the accuracy and propriety of paynents that CCHR
made to vendors for the OIPS purchases. The previous audit
found nunmerous weaknesses in CCHR s controls over its
procurenent and vouchering practices. The audit reveal ed that
52 (65% of the 80 paynent vouchers sanpled had devi ations
from approved practices, including using incorrect object
codes, neking purchases prior to encunbering funds, and not
provi di ng evi dence of required conpetitive bidding.

Resul ts

O the 19 reconmmendations we made in the previous audit,
one was not applicable, and one could not be inplenented by
CCHR. CCHR inplenented all of the remaining 17
reconmendati ons.

This followup audit revealed that CCHR s controls over
its small procurenent and vouchering practices had inproved
since the previous audit. CCHR properly encunbers agency
funds in a tinely manner; properly marks invoices as
vouchered to ensure that there are no duplicate paynents; and
obt ai ns proof of service or delivery of goods before it
aut hori zes paynents to vendors. Purchase orders specify the
itenms or services CCHR intends to purchase, as well as the
unit price. 1In addition, purchase orders are properly
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approved prior to issuance. The agency ensures that invoice
ternms match the terns specified in purchase orders.

Finally, there was no evidence that the agency artificially
di vi ded purchases to circunvent small purchase requirenents.

Since there were no nateri al weaknesses in CCHR s snul |

procurenent and vouchering practices, this foll owup report
made no reconmendati ons.

Update: Not Applicable

kkhkkkkkkhkk*
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Information Technology and Telecommunications, Department of

DEPARTMENT OF | NFORVATI ON TECHNOLOGY AND TELECOMMUNI CATI ONS
(DA TT)

Audit Report on the New York Gty Departnment of Information
Technol ogy and Tel ecommunications Operation of the Gty's
Oficial Wbsite, "NYC GOV

Audit #7A01-073

Conptroller’s Audit Library # 7141
| ssued: Decenber 14, 2000

Monetary Effect: Not Applicable

I nt roducti on

This audit determ ned whether Dol TT's operation of the
City's Wb site, NYC. GOV is in accordance with Dol TT s
internal policies, and whether Wb server access is
adequately secured. W analyzed all relevant docunentation
relating to the operation, nmaintenance, and backup of NYC. GOV
to assess Dol TT's operation of NYC. GOV.

In addition, we analyzed Dol TT's Internet Security plan
to assess Dol TT's Web server access security. This plan was
the core conponent of Dol TT's conpliance report, required by
the NYC Departnent of Investigation’s Ctyw de Information
Security Architecture, Fornulation, and Enforcenent unit.

Resul ts

Dol TT's operating policies and Internet Security plan
are adequat e:

Dol TT has established data processing policies and
operational procedures for its staff to follow in support of
its Internet operations. W concluded that the contents of
t hose docunents are conprehensive, operationally accurate,
tested and effective, and that Dol TT is operating in
accordance with its internal policies.

Dol TT has an Internet Security plan, which was originally
submtted to the NYC Departnent of Investigations in January
2000 for review by its Ctywide Information Security
Architecture, Fornmulation, and Enforcenent (Cl SAFE) unit.

Cl SAFE conducts “vul nerability assessnents” of all Gty
agency plans that consider a connection to the Internet.

Cl SAFE reported its satisfaction wwth the security aspects
of DolTT's plan in July 2000.
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Dol TT's Web infrastructure is adequate as designed. It
nmeets Dol TT's requirenents for an Internet machine to host
the NYC. GOV Website, an Intranet machine to provide the Wb
content to internal City users, a devel opnent machi ne for Wb
content design and Web applications devel opnent, a firewall
server, a nessaging server, a video server, an Internet
i ntrusion nonitoring device, and hi gh-speed
t el econmuni cations | i nes.

Dol TT's Internet security planning is adequate as
denonstrated during a recent hei ghtened period of conputer
hacker activity coinciding with a conputer hackers’
convention. Dol TT s preparation for defensive actions
agai nst conputer hacker attacks were directed by agency
seni or managenent, carried out by Dol TT's professional staff,
and supported by its pre-established list of security
cont act s.

However, we reconmend that Dol TT redesign its Internet
server’ failover provision fromthe current one nmachine
backup coverage for the three primary servers (Ilnternet,
Intranet, and firewall servers) in the Wb conplex, to a
failover systemthat can cover, at a mninmum the firewal
server and one of the other two servers at the sane tine.

Dol TT agreed with our reconmendation and stated that it
had m grated the Intranet server content to its mainfrane
conmput er environnent, which nmade that server available, in
the existing failover provision, for dedicated |Internet
server coverage. And, a new automated failover provision is
anticipated to be installed by during early cal endar year
2001.

Updat e

Dol TT reported that it conpleted the mgration of the
City's Intranet site to OS/ 390 mai nframe (MSP) environnent
and i nplenmented two new autonmated fail over servers in
Decenber 2001.

R S S I
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DEPARTMENT OF | NVESTI GATI ON (DA )

Audit Report on the Departnent of Investigation's Payroll and
Ti mekeepi ng Practi ces

Audit # FMD1-122A

Conmptroller's Audit Library # 7196
| ssued: March 30, 2001

Monetary Effect: None

I nt roducti on

This audit eval uat ed whet her the Departnment of
I nvestigation (DA) had adequate controls over its
ti mekeepi ng and payroll functions, whether all enployees on
the payroll were bona fide, and whether DO accurately
mai nt ai ns enpl oyees’ | eave bal ances.

DO assures integrity in Cty governnent through
i nvestigations and studies initiated by the Mayor, the Cty
Council, or DAO’'s Conm ssioner, or resulting from conplaints
by the general public and Cty enployees. DO’'s I|Inspector
General and investigative staff conduct crim nal
i nvestigations into allegations of corruption and fraud
perpetrated by City enpl oyees, contractors doi ng business
with the Gty, and people receiving benefits fromthe GCty.
In fiscal year 1999, DO incurred expenditures totaling $19.1
mllion, including $15.4 mllion for personal services and
$3.7 mllion for other than personal services. As of July
2000, DA had 360 enpl oyees in 47 divisions.

Resul ts

Overall, DA had proper internal controls in place over
its tinmekeeping and payroll functions. Specifically, al
enpl oyees were bona fide enpl oyees; only authorized enpl oyees
had access to the Payroll Managenent System (PMS) dat abase;
DA payrol |l distribution procedures ensured that paychecks
and paystubs were properly disbursed and accounted for; and,
DA tinekeeping policies and procedures assured that
i nformati on contai ned on Requests for Authorized Leave,
enpl oyee time sheets, Enployee Tine Reports (ETRs), and on
the Payroll Managenent System was consistent and reliable.

However, there were m nor discrepancies in the

ti mekeeping records for the period May 1 through July 31,
2000. Specifically, 43 hours of annual |eave, sick |eave, and
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conpensatory time were not appropriately entered on the
Payrol | Managenent System (PMS) | eave bal ances.

The audit recommended that DO instruct its tinmekeepers
and tinmekeepi ng supervisors to exercise additional care when
review ng enpl oyee tinme sheets and transferring the
information to ETRs and into PMS.

In response to the report, DO’'s Deputy Comm ssioner for
Managenent and Budget stated that the agency made the
necessary adjustnents to the tinme records based on the
di screpancies noted in the report. In addition, he stated
that the current procedures in place are sufficient to
prevent significant tinekeeping errors.

Updat e

DO reiterated that its current tinmekeeping procedures
are sufficient and that the reconmendati on was not
i npl enent ed.

kkkhkkkkhkkhk*k
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DEPARTMENT OF JUVEN LE JUSTI CE (DJJ)

Audit Report of the Departnment of Juvenile Justice’'s Data
Cent er

Audit No. 7A01-146

Conmptroller’s Audit Library # 7287
| ssued: June 27, 2001

Monetary Effect: None

I nt roducti on

The Departnent of Juvenile Justice (DJJ) provides
detention, aftercare, and delinquency prevention services to
juveniles in New York City. Individuals detained in DJJ's
facilities include alleged juvenile offenders, juvenile
del i nquent s whose cases are pending, and those whose cases
have been adjudicated and who await transfer to the State
Ofice of Children and Family Services facilities.

This audit reviewed four of DJJ's data centers: the
Central Ofice, in Manhattan; the Crossroads Juvenile
Detention Center, in Brooklyn; and the Bridges Juvenile
Detention Center and the Horizons Juvenile Detention Center,
both in the Bronx.

This audit’s objectives were to eval uate the adequacy of
the controls in place at the DJJ data centers and to review
DJJ's Internet Connectivity Plan.

Resul ts

There were adequate physical controls at the DJJ data
centers. However, there were weaknesses in two vital areas
of the DJJ information-processing environnent: DJJ term nals
did not automatically disconnect users; and its computer
systens did not generate audit trails. O her weaknesses in
DJJ's operational controls included that: its information
protection plan did not satisfy Conptroller’s Directive 18
requi renents; its environnental security was inadequate;
there was no back-up generator at the Central Ofice data
center; and none of DJJ's |ocations naintai ned records of on-
site back-up tapes. Mreover DJJ's Internet Security
Architecture Plan included no penetration-testing procedures.
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This audit made seven recomendations to hel p i nprove
system access and operational control weaknesses. DJJ
managenent shoul d:

either reactivate the AUDI TCON audit trail function on the

agency’ s systens or acquire and enpl oy another software
package that generates audit trails of user activity;

create policies, procedures, and standards that address all
aspects of its information systens environnent;

strengthen its data center environnental security at al
| ocations by installing an alternate fire-suppression system
and hum dity controllers;

obtain a back-up generator for the Central Ofice;

Wth the exception of obtaining a backup generator for
its Central O fice, DJJ agreed to inplenent the report's
recommendations. DJJ believes that the configuration of its
wi de area network obviates the need to obtain the reconmended
gener at or .

Updat e

DJJ reported that it is inplenmenting the audit's
recomendati ons, including the foll ow ng:

Al'l users are forced off the network at m dnight for two
hours each night so that the backup systens can run at each
site. After 30 mnutes of inactivity, a workstation
screensaver is activated that disables the conputer so that
it can be accessed again only by entering the user's |ogin
passwor d.

DJJ has ordered LT Auditor from Blue Lance, Inc., to
generate audit trails of user activity.

DJJ is currently working to upgrade its policies and
procedures to address all aspects of its information systens
environment in conpliance with Directive 18

DJJ is investigating the purchase of cost-effective
alternate fire-suppression systens and humdity controllers.

DJJ has instituted | ogbooks and procedures for tracking
backup t apes.

kkkikkkkhkkkhk*k
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DEPARTMENT OF JUVEN LE JUSTI CE (DJJ)

Audit Report on the Departnent of Juvenile Justice's Snall
Procurenent and Vouchering Practices

Audit # MIO1- 120A

Conmptroller’s Audit Library # 7242
| ssued: June 1, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned whether the Departnent of Juvenile
Justice (DJJ)) conplied with the Charter, Procurenent Policy
Board (PPB) rules, and applicable Conptroller's Directives
governing small procurenent and vouchering practices for
O her Than Personal Services (OTIPS) purchases. The audit
covered the period July 1, 1999, to June 30, 2000.

DJJ spent $72,210,532 for capital and non-capital OIPS
in fiscal year 2000. O this anount, $3,481,699 was spent on
"smal | procurements” consisting of: 1,266 purchases totaling
$2, 540, 043; 45 non-construction-related small purchases
contracts totaling $700, 126; and 496 m scel | aneous vouchers
totaling $241, 530.

Resul ts

In some areas, the Departnent of Juvenile Justice
conplied with PPB rules and Conptroller's Directives when
processi ng small purchases, snmall contracts, and
m scel | aneous vouchers. Specifically, DJJ properly
aut hori zed purchases; prepared appropriate purchase
docunents; prepared purchase requisitions; and paid only
those anmounts indicated on invoices. However, there were a
nunber of areas in which DJJ's small procurenment practices
did not conply with provisions of the PPB Rul es and the
Conmptroller’s Directives related to small purchases.

DJJ purchased various types of clothing totaling $62, 604
fromtwo vendors by issuing eight purchase orders. These
purchase orders were individually at, or under, the
applicable small purchase threshold of $25,000 for goods and
services. However, when grouped by specific itens ordered,
by vendor, and by date issued, and added together, the
purchase orders exceeded these limts. Therefore, these
procurenents shoul d have been awarded through a conpetitive
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seal ed bi ddi ng process or other procurenent nmethod authorized
by the PPB Rul es.

Qur review of the small procurenment purchase orders that
were at or bel ow the $2,500 | evel reveal ed two instances of
artificially divided purchases. |In these instances, DJJ
split nine small purchases nmade fromtwo vendors, totaling
$10, 187. By not conbi ning these purchases, DJJ circunmvented
the small purchasing requirenents of 8 3-08 of the PPB rul es
(the Small Purchase Rule) that states: "a procurenent shal
not be artificially divided in order to neet the requirenents
of this section.”

Qur exam nation of DJJ's records reveal ed that DJJ used
i ncorrect object codes when purchasi ng goods and servi ces.
The use of the correct object code permits the agency to
categorize the type and anount of a particul ar expense item
within a fiscal year. This information is used to generate
the year-end reports that identify expenditure patterns. W
sanpl ed 61 purchase orders and 24 m scel | aneous vouchers t hat
DJJ made in fiscal year 2000 and found that DJJ used
i ncorrect object codes for 6 of them

Ei ght of the 24 m scel |l aneous vouchers totaling $2, 382
i ssued by DJJ violated provisions of Conptroller's Directive
#25. These vouchers were used to pay for itens such as
tel evision sets, supplies, and other services for which
paynents shoul d have been processed through purchase orders
or the agency’s inprest fund account.

The audit resulted in four recommendati ons, all of which
are listed below. The Departnent of Juvenile Justice shoul d:

Stop artificially dividing procurenents to keep the val ue of
contracts under small purchase threshol ds.

Ensure that its staff uses correct object codes when
recordi ng purchase orders and m scel | aneous vouchers.

Ensure that m scel | aneous vouchers are used only when
appropri ate.

Ensure that it solicits bids fromat |east five suppliers
(with a mninumof two responsive bids) for small purchases
of $2,500 or nore, and that it nmaintains evidence of the
solicitation in its purchasing files.
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In its response, DJJ disagreed with two of the audit’s
findings regarding artificially divided purchases and the
| ack of evidence of bid solicitations in its purchasing

files. Neverthel ess, the agency stated that the audit wl|
hel p the agency inprove its purchasi ng process.

Updat e

DJJ reported that it is inplenenting all of the audit's
recommendat i ons.

kkhkkkkkkhkk*
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OFFI CE OF LABOR RELATI ONS (OLR)

Fol l owup Audit Report of the Internal Controls for the Ofice
of Labor Rel ati ons Conputer Center

Audit # 7F01-139

Conmptroller’s Audit Library # 7261
| ssued: June 13, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned whether the New York

Cty Ofice of Labor Relations (OLR), Managenent I nformation
System (MS) Division inplenmented the 20 recommendati ons nade
in the previous audit, Audit Report of the Internal Controls
for the Ofice of Labor Relation’s Conputer Center (Audit #
7A97- 115, issued January 7, 1998), which evaluated the
adequacy of the conputer center’s physical security, program
change controls, conputer operations, and backup/conti ngency
plans to protect OLR s conputer assets and information.

This audit exam ned the internal controls at two
conmput er centers operated by OLR—ene conputer center that
was covered during the prior audit, and a new conputer center
that was conpleted in 1999

Resul ts

O the 20 recommendations in the prior report, 16 were
fully inplenented, 2 were partially inplenented, and 2 were
not i npl enment ed.

The 16 recommendations that were fully inpl enented
pertained to: periodically changing keypunch access codes;
shreddi ng confidential docunents; changi ng user passwords;
docunenting password requests; nonitoring system access
viol ati ons; nonitoring network operations; controlling high
| evel access to the systens; activating security features;
inproving the fire protection system devel oping form
security guidelines; inproving policies and procedures for
cancel ing access of term nated enpl oyees; periodically
testing back-up files; creating formal program change contro
procedures; naintaining docunentation of system backups,
of f-site storage, and system probl ens; devel oping a
conpr ehensi ve year 2000 plan and ensuring that a copy of the
plan is on file with the Mayor's O fice of QOperations.
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The two recomendations that were partially inplenented
pertained to periodically updating and testing the disaster
contingency plan and includi ng manual energency procedures in
the agency's policy and procedures nanual .

The two reconmendati ons that were not inpl enented
pertained to installing an alarm systemin the conputer
centers and incorporating an automatic systemti ne-out
function.

To address the unresol ved issues, the report reconmended
that OLR

Install an alarmsystemin the conputer centers that woul d
alert conputer center personnel to possible unauthorized
access.

Periodically test the contingency plan and ensure that a
copy is kept off-site.

I ncorporate tine-out function software throughout the
network that can be controlled only by MS.

I ncl ude the emergency procedures for system shut down,
backup, and recovery operations in the agency's policy and
procedures manual for LAN operations.

OLR agreed with two of the four reconmendati ons made in
this report. Specifically, OLR stated that it wll continue
to search for tine-out software that is conpatible with their

LANs, and that it will incorporate its emergency procedures
for system shutdown, back-up, and recovery into its policies
and procedures manual. The two recomendations that OLR

di sagreed with pertained to: installing an alarm systemin
the conputer centers; and periodically testing its
contingency plan and storing it at an off-site |ocation.

Updat e

OLR reported that it has inplenented or will inplenment
the foll ow ng recomendati ons:

COLR has installed a video nonitoring surveillance system
that records all activity around the conputer centers,
hal | ways, and el evators. 1In addition, all visitors mnust
sign in and present sonme formof identification in the | obby
and on the floors.
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OLR LAN wi Il incorporate time-out function software once the
server i s upgraded to Wndows 2000.

CLR has included the energency procedures of system
shut down, backup, and recovery operations in the agency's
pol i cy and procedures manual for LAN operations.

kkkikkkkikkkik*
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Landmarks Preservation Commission

LANDVARKS PRESERVATI ON COVMM SSI ON ( LPC)

Audit of Payroll and Tinekeeping Practices at the Landmarks
Preservati on Conm ssi on

Audit # MH1-117A

Conmptroller’s Audit Library # 7257
| ssued: June 12, 2001

Monetary Effect: None

I nt roducti on

In 1965, a New York City Local Law established the
Landmar ks Preservati on Comm ssion (LPC) in response to New
Yorkers' desire to protect the city's architectural,
historical and cultural heritage. LPC identifies and
designates city buildings, properties, or objects as
| andmar ks. LPC regul ates any changes nade to these
properties to protect them

The objective of the audit was to determ ne whether LPC
conplied with applicable regul ations governing tinekeeping
and payroll procedures, as set forth in Conptroller's
Directive #13, and New York City |eave regul ations for
manageri al and non-nmanageri al enpl oyees.

The audit reviewed tinmekeepi ng docunentation and
procedures. The audit exam ned daily sign-in |ogs and the
weekly tinmesheets for all enployees for one biweekly payrol
period, identified excess annual and expired conpensatory
| eave bal ances and cal cul ated the financial effects of not
transferring such bal ances to sick | eave bal ances as
required.

Resul ts

Al t hough LPC generally adhered to applicable City
regul ations, there were sone weaknesses in its interna
controls in several areas including unexplained variations
bet ween the hours recorded on enpl oyee tinme sheets and the
daily attendance log. |In addition, eleven LPC enpl oyees
accunul at ed annual | eave bal ances that exceeded the maxi num
anount al |l owabl e under the | eave regulations. The City would
have incurred an additional expense of approximtely $70, 000
if these LPC enpl oyees with excess annual |eave bal ances had
| eft the enploy of the City. Furthernore, five LPC enpl oyees
did not use their conpensatory |leave time within the
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al l owabl e four-nmonth tine period. The City would have

i ncurred an additional expense of approximtely $22,600 if
these enpl oyees had left the enploy of the City. O her

findi ngs reported on undocunented sick | eave occurrences, the
| ack of witten pre-authorizations for various types of |eave
use and conpensatory time earned and the | ack of adequate
separation of duties in its payroll and tinekeeping
functions.

This audit rmade ei ght reconmendati ons to inprove
conpliance with tinmekeepi ng and payroll regulations, anong
them that LPC shoul d:

Remind its enployees to enter the information in their
weekly tinme sheets consistent with the information entered
in the daily attendance | og, and periodically conpare the
information entered in both sets of records, bringing

i nconsistencies to the attention of the appropriate
supervi sor.

Monitor | eave bal ances and instruct enpl oyees who accunul ate
excess annual |eave or conpensatory tine to either obtain
the appropriate authorization or transfer the excesses to

t he enpl oyee's sick | eave bal ance.

Require its enpl oyees to provide nedi cal docunentation for
sick | eave occurrences, and use reports avail abl e under
CHRVS to nonitor undocunented sick | eave use.

Require its enployees to docunent pre-authorizations for the

use of annual |eave or conpensatory tine as well as the pre-
aut hori zations for earning conpensatory time.

In its response, LPC agreed with six of the audit's
recommendat i ons. However, LPC did not agree to require pre-
authorization in witing for overtine work since the Ctyw de
Agreenent does not state it. LPC also disagreed to explore
ways to segregate its tinekeeping and payroll functions
because their agency is too small.

Updat e

LPC reported that it has inplenmented all of the audit's
recomrendations that it agreed with.
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Metropolitan Transportation Authority

METROPCLI TAN TRANSPORTATI ON AUTHORI TY ( MTA)

Audit Report on the Metropolitan Transportation Authority's
Mai nt enance of Long Island Rail Road Stations within the Gty

Audi t #FNOO- 174A

Conptroller's Audit Library # 7164
| ssued: February 22, 2001
Monetary Effect: None

I nt roducti on

The Metropolitan Transportation Authority (MIA) was
created in 1965 by the State of New York to maintain and to
i nprove comruter transportation and related services within
the Metropolitan Transportation Commuter District. Chapter
415, Section 1277, of the New York State Public Authorities
Law of 1966 (NYSPAL), requires that each | ocal governnental
unit reinburse the MIA for the costs of operating,
mai nt ai ni ng, and usi ng comut er passenger stations within
their boundari es.

This audit verified whether the Long Island Rail Road
(LIRR) nmaintained its 26 stations within the City's
boundaries in a clean and safe condition; corrected unsafe
and unsanitary conditions at those stations identified in the
previous report; and provided nai ntenance services for these
stations in accordance with LIRR s standards and procedures.
Prior audits exam ned MIA's claimfor reinbursenent for costs
associ ated with the maintenance, use, and operation of LIRR s
City Stations to verify whether the costs were reasonabl e,
accurate, and all owed under Chapter 415, Section 1277 of
NYSPAL. This audit did not review such billings since in June
2000, the New York State Legi sl ature anended Section 1277 of
the NYSPAL. The anendment provided for a fixed bill, which
will be adjusted annually. MIA's bill for both LIRR s and
Metro-North Railroad’s City Stations for the period April 1
1999 to March 31, 2000, total ed $61, 435, 330.

Results

Twel ve of LIRRs 26 City Stations were not properly
mai nt ai ned and had conditions in need of repair. Many of
these conditions were also noted in the prior audit. O these
12 stations, four—Broadway, East New York, Murray Hll, and
Rosedal e—were the nost poorly maintained, and had
potentially hazardous conditions that included uneven,
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cracked, and crunbling cenment; danaged steps on staircases;
and | oose netal plates on station platforns.

In addition, LIRR did not always follow its guidelines
for inspecting and maintaining its City Stations. LIRRdid
not inspect the Broadway Station annually—+t was | ast
i nspected in Cctober 1998—+n accordance with its guidelines.
LIRR did not correct problemconditions noted during its
i nspections of certain Gty Stations. According to LIRR
I nspection reports: on October 14, 1998, the Broadway Station
was cited for peeling paint in the waiting room and damaged
cement on the platform on April 14, 1999, the Long |sland
City Station was cited in an inspection report for broken
asphalt at the track crossing and m ssing passenger safety
war ni ng i ndi cators; and on Cctober 8, 1999, the Murray Hil
Station was cited in an inspection report for chipped and
broken steps on platformstaircases. During the audit's
I nspections of these stations in June and Septenber of 2000,
these conditions still existed.

Furthernore, LIRR did not adhere to its station-painting
gui delines, which require that stations be painted once every
two to five years, depending on daily ridership. Twelve
stations were not painted as frequently as required by the
gui del i nes. The Broadway Station, which should have been
pai nted every four years, had not been painted since 1995.
The Jamai ca Station should have been painted in 1999, but was
only partially painted in 2000.

Finally, unlike those for other Cty Stations, LIRR s
cl eani ng schedules for the Murray Hill and East New York
Stations did not contain specific instructions on what was to
be cl eaned, and sections of the Broadway Station were not
i ncl uded on the cl eaning schedul e.

The report recommended that LIRR inspect all Gty
Stations annually, ensure that conditions identified during
its inspections and identified during the audit are
corrected, and ensure that the City stations are painted in
accordance with regul ati ons.

LIRR officials agreed with the report's recomrendati ons.
In that regard, LIRR officials stated that it has upgraded
its cleaning schedul es, that certain conditions have been
remedi ed, and that the remaining repairs would be nade within
a specified period of tinme.
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Updat e

LIRR reported that it is inplenenting the audit's
recommendati ons, including the foll ow ng:

The interior and exterior sections, and the staircases of
the Broadway station are being renovated. The renovations
are expected to be conpleted by the end of 2002.

In 2000, LIRR had repaired the staircases of the East New
York Station. However, vandals stole the covers and damaged
the concrete stairs. LIRRis currently replacing mssing
signs with a quality of material |ess susceptible to
vandal i sm

The Murray H Il station has undergone tenporary repairs of
both the platformand staircases. The Quick Response Teami s
renoving graffiti.
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METROPOLI TAN TRANSPORTATI ON AUTHORI TY

Audit Report on the Metropolitan Transportation Authority's
Mai nt enance of Metro-North Railroad Stations within the Gty

Audit # FNOO- 175A

Conmptroller's Audit Library # 7170
| ssued: February 27, 2001
Monetary Effect: None

I nt roducti on

The Metropolitan Transportation Authority (MIA) was
created in 1965 by the State of New York to maintain and to
i nprove comruter transportation and related services within
the Metropolitan Transportation Commuter District. Chapter
415, 8§ 1277, of the New York State Public Authorities Law of
1966 (NYSPAL), requires that each | ocal governnental unit
rei mburse the MIA for the costs of operating, maintaining,
and using conmuter passenger stations within their
boundari es.

This audit verified whether the Metro-North Railroad
(Metro-North) maintained its 14 stations within the GCty's
boundaries in a clean and safe condition; corrected unsafe
and unsanitary conditions at those stations identified in the
previous report; and provided mai ntenance services for these
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stations in accordance with Metro-North's standards and
procedures. Prior audits exam ned MIA' s claimfor

rei mbursement for costs associated with the mai ntenance, use,
and operation of Metro-North's City Stations to verify

whet her the costs were reasonabl e, accurate, and all owed
under Chapter 415, § 1277 of NYSPAL. This audit did not

revi ew such billings since in June 2000, the New York State
Legi sl ature amended § 1277 of the NYSPAL. The anendnent
provided for a fixed bill, which will be adjusted annually.

MIA's fixed bill for both Metro North's and Long Island Rai
Road's City Stations for the period April 1, 1999 to March
31, 2000, totaled $61, 435, 330.

Resul ts

Two of Metro-North's 14 City Stations—Harl em 125'"
Street and Botanical Garden Stations—were free of probl ens.
Seven stations—& and Central Termnal, Marble Hll, Mrris
Hei ghts, Melrose, Spuyten Duyvil, WIIlianms Bridge, and
Wodl awn—were in good condition, with only little or m nor
probl ens. However, five other stations—JIrenont, Fordham
Uni versity Heights, Wakefield, and Riverdal e—were not
properly nmaintai ned, and had potentially hazardous conditions
that included mssing third-rail caps and covers; raised
nmet al expansi on pl ates; uneven, cracked and crunbling cenent;
and deteriorated steps and staircases.

Moreover, Metro-North did not always followits
guidelines for inspecting and maintaining its City Stations.
Conditions noted during Metro-North's inspections at the
Uni versity Heights, Riverdale, Trenont, and Wakefield
Stations as far back as January 1999 were never corrected.
Specifically, on January 25, 1999, Metro-North inspectors
cited the University Heights Station for having cracked and
crunbling concrete, and the Riverdale Station for having a
deteriorated staircase requiring i medi ate repair or
replacement. On July 26, 1999, Metro-North inspectors cited
the Trenont Station for needing its staircases upgraded,
repaired, or replaced, for crunbling concrete onits
platform and for large rocks falling froma retaining wall,
and on July 27, 1999, Metro-North inspectors cited the
Wakefield Station for significant deterioration on the
sout hbound staircase and platformconditions in need of
i mredi ate repair. During the audit's inspections of these
stations in June and Septenber of 2000, these conditions
still existed.
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The report reconmended that Metro-North correct al
unsaf e and dangerous conditions inmediately, repair the
pl atforns, stairways, and other deteriorated structures
identified in this report, clean and renove the graffiti and
debris identified in this report, and ensure that conditions
identified by its inspectors are pronptly corrected.

Metro-North's response stated that it regularly inspects
all facilities, that the repairs of unsafe conditions are
corrected i medi ately, and that other repairs are schedul ed
for correction by the Track and Structures Departnent at
outlying stations or by G and Central term nal building
mai nt enance at Grand Central. In addition, Metro-North's
response di scussed the steps that were or will be taken to
address the poor station conditions cited in the report.

Updat e

Metro-North Railroad reported that it is inplenenting
the audit's recomendations, including the follow ng:

All Cty Stations are schedul ed for capital reconstruction
as part of its capital program Wrk is scheduled to begin
at Hudson Line Stations-at Mourris Heights in Spring 2002,
Spuyten Duyvil in March 2002, Riverdale in Cctober 2002, and
Morris Heights, University Heights, and Marble H Il in
Spring 2003.

The Structures Departnent, in response to inspections or
reports of station conditions, is nmaking tenporary repairs,
such as patching of platformsurfaces and hol es at stations
with severely deteriorated station platforns.

The Power Departnent inspects the third rail systemon the
main line in the Bronx quarterly. Repairs to third rai
conditions are nmade in response to inspections as well as in
response to reports of station conditions requiring repairs.
The Station Services and the Structures Departnent renove
graffiti at stations and in station areas.

*kkkkkkhkkkk*k
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MULTI - AGENCY
New York Gty Departnent of Information Technology and
Tel econmuni cation (Dol TT), Law Departnent, Departnment  of

Probation, Department of Juvenile Justice, and the Ofice of
the Crimnal Justice Coordi nator

Audit Report on the Devel opnent of the Conprehensive Justice
I nformati on System (CJIS)

Audit # 7A01-098

Conmptroller’s Audit Library # 7300
| ssued: June 29, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned whet her the Conprehensive Justice
Information System (CJIS), as a finished product, neets the
users’ needs, permts future enhancenents and upgrades, and
satisfies specific user requirenents.

Resul ts

The base CJI S package was installed in Cctober 1999 and
is currently tracking Famly Court events (intake, trial,
etc.). It has an integrated database that allows access to
shared information, and its security functions restrict
access to privileged information, such as seal ed court cases.

However, users are not satisfied with CJI'S because of
problenms with I NSLAWs contract, which does not clearly
define the deliverabl es as characterized in the user-
requi renment proposal. INSLAWdid not conplete all of its
assigned tasks as stated in the contract. An independent
qual ity assurance (QA) consultant was not enpl oyed to nonitor
and review the receipt of deliverables.

Consequently, CJISitself is difficult to use, and CJIS
conmput er prograns do not function properly. Many features
requested by users were not included, and poor data
conversion and insufficient testing caused numerous duplicate
records on the system Moreover, program change contro
procedures require inprovenent.

To address these issues, the Departnment of Information
Technol ogy and Tel ecommuni cations (Dol TT), in conjunction
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with the Law Departnent, the Departnent of Probation, and the
Departnent of Juvenile Justice, shoul d:

Hre and train additional personnel and forma project team
to address system probl ens.

Elimnate all duplicate records on the system

Require that programers docunent all changes on the CIJIS
sour ce code.

Assenbl e a project team consisting of user and technical
personnel, headed by a full-time project nmanager who will
ensure that all necessary systemrequirenents are identified
and i npl enment ed.

In its response on behalf of all the agencies, Dol TT
stated, "Your objective of auditing a 'finished project' was
premature as Phase 2 planning is in progress. Additionally,
your finding that I NSLAW the vendor that provided the CJIS
system did 'not conplete all of its assigned tasks as stated
in the contract' is incorrect as each deliverabl e was
revi ewed and approved by Dol TT, the Departnent of Probation,
the Departnent of Juvenile Justice, and the Law Depart nent
prior to paynent." Neverthel ess, Dol TT responded that al
system problens identified in this report have been
addr essed.

Updat e

Dol TT reported that two recomendati ons have been fully
i mpl enented and two partially inplenented, as foll ows:

The system probl ens and enhancenents have been addressed in
bi -weekly nmeetings with representatives from each agency.

As of January 2002, nore than 200 probl ens or changes have
been recorded, and 8 changes remain. However, Dol TT
bel i eves that the one anal yst and one progranmer assigned to
CJIS are sufficient.

The agencies review and del ete duplicate records.
Programmers docunent all changes on the CJI'S code.

The agenci es have reviewed and conpiled the requirenents to
Phase 2 and are determ ning whether or not to proceed.

kkkikkkkhkkhk*k
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MULTI - AGENCY

Audit of the Policies and Procedures of the Board of Education
and the School Construction Authority for Performng School
Constructi on Work

Audit # EV9- 163A

Conptroller's Audit Library # 7234

| ssued: March 12, 2001

Monetary Effect: Potential Savings: $279, 998

I nt roducti on

The audit determ ned whether the Board of Education
(Board) and the School Construction Authority (SCA) adhered
to their policies and procedures and other relevant State and
City regulations for carrying out school construction work.
The audit covered the Board's five-year plan for fiscal years
1995 through 1999, and 10 new construction projects and 20
capital inprovenent projects with contract anmounts totaling
approxi mately $233.2 million.

Resul ts

VWiile the Board's original five-year plan generally
contai ned the information required under New York State
Education Law, the plan was not anended regularly. Project
cost estimates often did not reflect specific project
conditions, and the plan did not assign priorities to
speci fic projects.

Three of the 20 capital -inprovenent project sites
requi red work that was not included in SCA s original scope
of work. As a result, certain work was del ayed, extra costs
were incurred, and hazardous conditions went unabat ed.

There were certain deficiencies in the nodul ar
construction process that was used to expedite conpletion of
cl assroom space. Specifically, SCA permtted nateri al
substitutions without consulting the Board and all owed a
$125, 000 wor k- scope change without adjusting the contract
price. Furthernore certain nodular construction projects did
not neet SCA's existing fire-resistance, and certain other,
desi gn standards and specifications.
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Al t hough SCA has procedures for determ ning when
substanti al conpletion of projects occurs, it did not always
foll ow those procedures. In addition, there was a | ack of
comuni cati on between the Board and SCA regardi ng
substantially conpl eted projects.

SCA did not issue credit change orders totaling $154, 998
for work not performed. WMoreover, SCA did not always provide
cost estimates for “punch-list” work. These and ot her
exanpl es denonstrated a need for an oversight function that
woul d strengthen SCA's controls over its paynment process.

Recommendati ons to the Board i ncluded that it:

Anend its five-year capital plan in accordance with the
requi renents of the State Education Law.

Ensure that the plan prioritizes projects to be perforned
and that it contains cost estinmates that reflect specific
proj ect conditions.

Wrk in conjunction with SCA to ensure that original work
scopes on capital projects include all necessary itens.

Recommendati ons to SCA included that it:

Consult with the Board before approving significant
substitutions to material and construction standards.

Seek to recover fromcontractors, $125,000 in cost savings
for a work-scope change, and $154,998 in credit change
orders for work not perfornmed. The total of these itens is
$279, 998.

Ensure that nodul ar construction confornms to its design
standards and specifications.

Review all of its design standards to ensure that they are
consistent with New York Gty Buil ding Code requirenents.

Consi der establishing a position simlar to that of an
engi neering audit officer to ensure that paynents are
adequat el y nonitored.

SCA di sagreed with one recomendation, to consult with
the Board before approving significant material and
construction standards. It agreed with one recomendati on,
to ensure that only approved materials be used on its
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projects. Al though SCA did not specifically indicate whether
it agreed with the other recommendati ons, SCA descri bed steps
it has taken and procedures it has in place, or has recently

i mpl enent ed, to address our reconmendati ons.

The Board stated that it has inplenented our
recomrendation related to anending its five-year capita
plan, and that it partially inplenented two recommendati ons
related to prioritizing projects and responding to SCA' s
notices of substantial conpletion. |In addition, the Board
stated that by July 1, 2001, it will inplenent
recommendations related to assigning |iaisons to mjor
capital inprovenent projects. The Board di sagreed with our
recommendation that it ensure that original work scopes
include all necessary itens.

Updat e

The Board reported that it has inplenented the follow ng
t hree recommendati ons:

The Board has anended its five-year capital plan in
accordance with the State Education Law.

The Board now assigns Project Liaisons to all Line Projects.
These |iai sons nonitor construction progress, acting on
behal f of the Board's school and district staff, and

coordi nates the cl ose-out and acceptance of construction
work from SCA or the Departnent of Design and Constructi on.

The O fice of Capital Admnistration of the Board' s Division
of School Facilities responds to SCA Notices of Substantial
Conpl et i on.

The Board reported that it has partially inplenented the
recommendation to prioritize projects.

In response to recommendation #11, the SCA provided a
revised "Procedure No. PM 11: Project C ose-out/Project
Transfer."

kkkikkkkhkkik*
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Audit Report on the Reconstruction of Firehouse Apparatus
Fl oors by the Fire Departnent and the Departnent of Design and
Construction

Audit # EWO0- 162A

Comptroller's Audit Library # 7265
| ssued: June 15, 2001

Monetary Effect: None
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I nt roducti on

The audit determ ned whether the New York City Fire
Departnment (FD) had an effective programfor reconstructing
apparatus floors upon which fire vehicles are parked, and
whet her the Departnent of Design and Constructi on (DDC)
carried out the programon tinme, cost-effectively, and at
satisfactory levels of quality. W reviewed FD s 1995 fl oor-
reconstruction program and investigated how current fl oor
conditions conpared to those indicated in a 1994 survey. In
addition, we examned all 12 floor-reconstruction projects
conpleted by DDC in fiscal years 1999 through 2001.

Resul ts

FD s floor reconstruction programis behind schedul e by
two to four years and has exceeded its $10.97 originally
estimated cost by $3.73 mllion. Specifically, only 18 of
the 31 floors scheduled to be conpleted to date have been
reconstructed. In addition, FD did not update its 1995
program and did not have a plan to reconstruct floors after
2003, when the 1995 program was schedul ed to be conpl et ed.
The program was not updated until we nmet with FD officials in
May 2001. Although FD envisions that it wll have initiated
all floor reconstructions by 2014, we believe that it may not
conpl ete reconstructing all the floors until 2023.

FD di d not conduct an engi neering assessnent of the
condition of the floors since they were | ast surveyed, even
t hough 19 of 31 sanpled floors have deteriorated further.
Mor eover, tenporary shoring supporting the floors has not
been mai nt ai ned.

DDC carried out work on 12 reconstruction projects in
fiscal years 1999 through 2001 with satisfactory |evels of
quality and craftsmanship. The first six projects were not
conpl eted on tine, and had cost overruns of between 15 and 46
percent. However, DDC conpleted the six npost recent
reconstructions in only three nonths.

Recommendations to FD i ncluded that it:

Create a new fl oor reconstruction plan for the renmai nder of
floors, based on the conditions we found.
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Ensure that reconstruction work is schedul ed so that DDC can
carry out design, procurenent, and construction in a tinely
manner .

Coordinate its floor reconstruction plans wth other
firehouse rehabilitation work.

Ensure that floors are periodically inspected and rated, and
that floors that we rated as priority "1" are reconstructed
as expeditiously as possible.

Conduct annual inspections of tenporary shoring.

Reconmendati ons to DDC i ncluded that it:
Anal yze results of its use of job-order contracting to
determne if this contracting nmethod shoul d be used for
future floor reconstruction projects.

Inform FD of DDC s design and procurenent cycl es.

Requi re that adequate surveys of existing conditions and
field nmeasurenents be taken prior to design work.

FD general |y di sagreed with our findings and
recomrendati ons, although it did agree that its programis
two years late. FD s updated plan indicates that
reconstruction of floors we rated as priority "1" will be
conpleted in the near future. |In addition, FD stated that
fundi ng has been requested for an i ndependent engi neer to
review conditions, re-certify existing shoring, and provide a
scope of work for corrective work if necessary.

DDC generally agreed with our audit findings and
reconmendat i ons.

Updat e

DDC reported that it considers all reconmendations
i npl enent ed.

FD reported that its floor reconstruction plan is
current and accurate. FD continues to agree that there is a
need for FD to schedul e work so that DDC can conpl ete the
reconstruction in a tinmely manner. FD al so coordi nates al
work in a firehouse with enphasis on public safety. FD
Operations will determ ne how work should be allocated in
order not to jeopardize public safety.

kkkkkkikk*k*
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MULTI - AGENCY

Audit Report on Al Gty Agencies’ Vouchers for Postage that
Wre In Violation of the Conptroller’s Audit dosing
Instructions for Fiscal Year 2000

Audit # M01-154A

Conptroller's Audit Library # 7275
| ssued: June 22, 2001

Monetary Effect: None

I nt roducti on

The audit determ ned whether any Gty agencies viol ated
the Audit Cosing Instructions for the Fiscal Year Ending
June 30, 2000, which state: "Expenditures for postage,

i ncludi ng postal nmeters and stanps should only be charged to
FY 2000 if the expenditure applies to itens purchased
(stanps) or neter anounts increased by June 30, 2000."

Each fiscal year the Conptroller’s Ofice prepares year-
end audit closing instructions. These were established to
ensure the City's conpliance with Generally Accepted
Accounting Principles (GAAP), so that the financial
i nformation included in the Conprehensive Annual Financi al
Report (CAFR), issued annually by the Gty Conptroller,
consistently and accurately reports the City's finances in
accordance with GAAP. The year-end audit closing
instructions require that goods and services nust be received
by June 30'" of the fiscal year if the expenditure is to be
charged to that fiscal year.

In four prior audits of postage vouchers, covering
fiscal years 1996, 1997, 1998, and 1999, we reported that
many City agencies were not in conpliance with the
Conptroller’s year-end closing instructions.

Resul ts

During fiscal year 2000, 19 of the 138 City agencies
covered by our audit violated the Conptroller's Audit C osing
Instructions for the Fiscal Year Ending June 30, 2000 through
the inappropriate use of postage vouchers. These agencies
prepared 87 vouchers for postage, totaling approxi mately
$337,561, during fiscal year 2000. They received their checks
either during fiscal year 2000 or early in fiscal year 2001,
however, sone of the checks were not cashed until nmonths into
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fiscal year 2001. Moreover, 4 of the 19 City agencies
subm tted 66 of those vouchers, totaling $270, 675, using
budget object codes other than code #117, the Cty's
desi gnat ed budget object code for postage.

O the 19 agencies that violated the Conptroller's Audit
Closing Instructions for the Fiscal Year Ending June 30,
2000, 17 had also violated the closing instructions for
fiscal years 1996, 1997, 1998, or 1999. Those agenci es had
previously been informed that they were in violation and that
they were not to use funds fromone fiscal year to purchase
postage in the next fiscal year.

This report nmakes five recomendations, including that
the Chief Financial Oficer of each of the 19 agencies
shoul d:

Distribute copies of the Conptroller's year-end cl osing
instructions to all agency purchasing personnel

Devel op internal controls designed to prevent agency
personnel frominappropriately rolling funds over between
fiscal years.

| medi atel y cease the practice of purchasing postage in any
fiscal year wwth funds fromthe previous fiscal year.

O the 19 agencies that responded, 18 generally agreed
with the reconmendations, while not all directly addressing
each of the five recommendations in an inplenentation plan.
Those 18 agencies either stated that they had al ready
i npl enented the recommendations or that they were in the
process of inplenenting them

Update: Not Applicable

R I I S I

AUDI TS OF MANAGERI AL LUMP SUM PAYMENTS
Monetary Effect: Actual Savings: $375, 660. 95

The Audit Bureau pre-audits [unp sum paynents to
enpl oyees covered by the Managenent Pay Pl an upon their final
separation fromCity enpl oynent.

The enpl oyees covered by this plan receive a lunp sum
paynent for accrued annual |eave, sick | eave, and overti ne.
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The paynent is calculated in accordance with Personnel Orders
16/ 74, 78/3, 24/ 77, 78/9, 88/5, and 99/6. Enpl oyees, who
were in the Managerial or Executive Pay Plan on Decenber 31
1977, were given vested rights for their previously accrued
annual | eave, sick |eave, and overtine. After January 1,
1978, the plan becane the Managenent Pay Pl an.

The Managenent Pay Pl an covers five categories of
enpl oyees who are paid in accordance with the appropriate
Personnel Orders covering their time bal ances.

Upon final separation fromservice, each enpl oyee’s
agency submits a lunp sum paynent claimto the Conptroller
for pre-audit.

These pre-audits resulted in a net decrease totaling
$375, 660.91 on all lunp sumclains submitted by agencies in
fiscal year 2001, as foll ows:

Total nunber of clains in fiscal year 2001 387

Total anount of agency-prepared [unp sum

cl ai s $8, 851, 630. 07
Total anount of lunp sum clains approved for

paynent $8, 475, 969. 12
Clains correctly prepared by the agency 142

C ai s reduced during pre-audit 184

Cl ai s i ncreased during pre-audit 61

C ai ns _deni ed 0

Total dollar value of agency overpaynents,

bef ore pre-audit $ 437,245, 22
Total dollar value of agency underpaynents,

bef ore pre-audit $ 61,584.27
Net Decrease resulting from pre-audit $ 375, 660.95

*kkkkkkkk*k
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AUDI TS OF WELFARE FUND PAYMENTS
Monetary Effect: Actual savings: $624, 694
Pot enti al savi ngs: $2, 256, 165

The Bureau of Financial Audit ensures that agencies are
in conpliance with provisions contained in nore than 600
agreenents between the City and various unions, covering
wel fare and annuity benefits for active and retired
enpl oyees.

Copi es of all paynent vouchers are submitted to the
Comptroller by Gty agencies in accordance with Conptroller’s
Directive 8 (Special Audit Procedures on H gh R sk Vouchers).
The paynents are reviewed to ensure that they conformto the
terms and conditions of all agreenents, Ofice of Labor
Rel ations (OLR) stipul ations, Personnel Orders, Ofice of
Col | ective Bargai ning decisions, etc. Audits have reveal ed
the follow ng types of errors:

Contributions nade in error for unauthorized titles

Contributions nmade for retirees prior to their actua
retirement date

Duplicate paynents for a title or a group of titles under
two different agreenents

During fiscal year 2001 4,822 vouchers totaling over

$644 mllion were audited, with these results:

Number of

Voucher s

Anount

Total Nunber of Vouchers Audited: 4,822 $644, 940, 582
Voucher s Accept ed: 3,878 $451, 204, 800
Vouchers Not Accept ed: 944 $193, 735, 782
Over paynent s: $ 3,127,047
Under paynent : $ 367, 348

Col l ections during fiscal year 2001 total ed $624, 694.
O this anpunt, $121, 160 was for overpaynments identified in
the previous fiscal year, but not collected until the current
fiscal year. Agencies recouped this anount either by check
fromthe appropriate fund or by deducting the overpaynent
from subsequent paynment vouchers.
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REVI EW OF SUBSI DY PAYMENTS TO LI BRARI ES
Monetary Effect: None

The City provides nonthly subsidies to the three public
l'ibrary systens — Brooklyn, New York, and Queens — under an
obligation plan approved by the Ofice of Managenent and
Budget. In order to ensure that the Cty does not advance
excessive funds to those institutions, their nonthly
expenditure reports are nonitored and nonthly advances
reduced when necessary.

In fiscal year 2000, nonthly advances were accurate and
therefore no reducti ons were necessary.

*kkkkkkkk*%
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OFF- TRACK BETTI NG CORPORATI ON ( OTB)

Fol l ow-up Audit Report on the New York Cty Of-Track Betting
Cor poration Departnent of |Information Technol ogy

Audit # 7F01-069

Comptroller’s Audit Library # 7150
| ssued: January 4, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned whether the New York
Cty Of-Track Betting Corporation (OIB) has inplenented
recomendations made in an earlier audit, Audit Report on the
New York City Of-Track Betting Corporation Departnent of
I nformati on Technol ogy (Audit No.7A98-060, issued June 5,
1998). The earlier audit evaluated OB s year 2000 readi ness;
assessed its inplenentati on of conputer systens and projects;
reviewed its data processing operations and controls; and
evaluated its disaster recovery and backup systens. In this
foll owup, we evaluated OIB' s progress in inplenenting the
earlier audit's recomendati ons. We also reviewed OIB' s
Internet control systemto determ ne whether OIB has proper
security controls over its Internet connectivity.

Resul ts

OTB has inplenented 9 and partially inplenmented 5 of the
14 recommendations that were nmade in the previous audit. In
addi tion, we made three new recommendati ons pertaining to
OB’ s Internet connectivity.

OTB has successfully addressed Y2K issues; established
the Hel p Desk function and policy; developed a policy to
provide PC training for LAN users; segregated the system
adm ni stration duties fromthe application maintenance
duties; and updated its agency and | Tech policies to reflect
changes in the conputer environment. However, OIB stil
| acks proper segregation of duties due to understaffing; the
conmputer inventory control system and inventory policies
still need inprovenent; and OB s Di saster Recovery Pl an
still lacks detail ed backup procedures, and has not been
fully tested.

OB has an agency policy concerning Internet use and
that its firewall and routers adequately isolate its interna
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i nformati on resources fromthe public network. However, OIB
| acks a formal training programfor Internet users and a
Firewal | Log Viewer function to identify Internet traffic on
a real-tinme basis.

To address any renmaining issues related to our previous
audit’s recommendations, as well as the additional findings
based on our current review of OIB' s Internet connectivity,
we now recommend that OTB:

Real | ocate, train, or hire people to inplenent proper
segregation of duties so that the systens adm nistration
function is separate fromthe tel ecomunication security
function (T1 line, firewalls, and routers) and so that the
dat abase adm nistration function is separate fromthe
application devel opnent, inplenentation, and mai nt enance
functi ons.

| nprove the existing conputer inventory policy.

Keep formal records of user requests (including e-mails) for
conput er equi pnent .

Prepare receiving reports upon the receipt of conputer
equi prent fromthe vendor.

Add the purchase order nunbers and the invoice order nunbers
of delivered equiprment to the inventory database.

Prepare a formal report docunenting the changes to the
recorded inventory records based on the actual annua
i nventory count.

I mprove the existing D saster Recovery Plan

Expand the capability of backup site facilities to cover all
m ssion-critical applications under the backup system and
regul arly perform backup systemtests.

Prepare training materials and establish sem nars for
I nt ernet users.

Attach a workstation to the Firewall that will serve as a
Log Viewer and will nonitor incomng traffic fromthe
Internet on a real -tine basis.

OIB agreed with all of the ten recommendati ons and
stated that it was already in the process of inplenenting
t hem
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Updat e

OB reported that it has fully inplenented five
recomrmendati ons as foll ows:

The Vice President of IT is maintaining formal records of
user requests, including e-mails for conputer equipnent.

OIB prepares receiving reports upon recei pt of conputer
equi prent from each vendor.

OB has added purchase order nunbers and invoi ce nunbers of
del i vered equi pnent to the inventory database.

OB has installed a workstation to the Firewall. The
wor kstation is now receiving real-time Firewall information

The remai ni ng reconmendati ons are in process of
i npl enment ati on.
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DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on the Funds Raised by the New York Gty
Departnment of Parks and Recreation’s Wban Park Service
Division Maintained by the Gty Parks Foundation July 1, 1997,
t hrough June 30, 1999

Audi t #FMDO- 171A

Conptroller's Audit Library # 7241
| ssued: May 3, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned whether New York City Departnent
of Parks and Recreation’s (Parks) Urban Park Service Division
(Di vision) appropriately raised, accurately accounted for,
and mai nt ai ned adequate controls over private funds. The
audit covered the period July 1, 1997, through June 30, 1999,
and is the first of four reports in connection with the
private funds raised by Parks and maintained by the Gty
Par ks Foundati on (Foundati on).

The Division’s mssion is to protect Gty parklands and
educate the public about Gty parks. 1In addition to the
funds the Division received fromthe City, it raised private
funds totaling $68,679 in fiscal year 1998 and $179,551 in
fiscal year 1999 that were maintained by the Foundation. At
Parks’ direction, the Foundation di sbursed $68,682 in fiscal
year 1998 and $150, 021 in fiscal year 1999.

Resul ts

The Division inappropriately deposited--with the
Foundation instead of the City Treasury--funds raised through
the efforts of City enployees, using City resources, and
i nstructed sponsors of events to | abel paynents for security
service rei nbursenents as “donations.” Furthernore, at the
direction of the Division, the Foundation paid certain
Di vi si on expenses fromthose funds. By diverting those funds
to the Foundation, the Division bypassed City oversight of
Par ks expendi t ures.

I n addition, the Foundation did not have adequate

internal controls over the processing, recording, and
reporting of Division funds held by the Foundati on.
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The audit nade the foll owi ng recormmendati ons:
Par ks shoul d:

Request an opinion fromthe Gty's Law Departnent, if it
does not already have one, establishing the legality of: a)
charging fees to individuals or organi zations for providing
Di vision security at events; b) defining such fees as
"donations"; c) forwarding the fees or donations to the
Foundati on, rather than depositing themin the Cty
Treasury.

Cease the Division's practice of forwarding to the
Foundati on noni es coll ected for security services, sponsored
events, and solicited grants. Instead, these funds shoul d
be deposited into the Gty Treasury.

Ensure that all fund bal ances and assets managed by the
Foundati on on behalf of the Division are transferred onto
the Gty s books and records.

The Foundati on shoul d:

Cease accepting nonies fromthe Division that are coll ected
for security services, sponsored events, and grants.

Forward all bal ances and assets it manages on behal f of the
Division to Parks’ Budget Ofice.

Parks officials generally agreed with the findings and
recommendati ons of the report. Wile they did not agree to
deposit grants and donations into the City Treasury, they
i ndi cated that these funds would no | onger be deposited in
Foundati on accounts. |In contrast, Foundation officials
agreed with the findings and stated that they would conply
with the report’s recomendati ons.

Updat e

Parks reported that it has inplenmented the foll ow ng
reconmendat i ons:

The Division deposits fees and rei nbursenents in the Gty
Treasury.

Parks is waiting for a decision from Corporation Counsel to
determ ne whether all fund bal ances and assets managed by
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t he Foundation should be transferred to the Gty Treasury.
Parks stated that many of the grants contain restrictions
limting themto private foundations, therefore the Cty
Treasury is unable to receive these funds.

The Foundation reported that it has inplenmented the
recommendati ons as foll ows:

Moni es fromthe Urban Park Service D vision are no | onger
accept ed.

Al'l bal ances and assets managed by the Foundati on have been
forwarded to the Parks Budget Ofice.

*kkkikkkkkkk*k

DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on the Funds Raised by the New York Gty
Department of Parks and Recreation’s Tree Trust Program
Mai ntained by the Gty Parks Foundation July 1, 1997, through
June 30, 1999

Audit #FMD1- 165A

Conptroller's Audit Library # 7292
| ssued: June 28, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned whet her New York City Depart nent
of Parks and Recreation’s (Parks) Tree Trust Program (Tree
Trust) appropriately raised, accurately accounted for, and
mai nt ai ned adequate controls over private funds raised. This
audit covered the period July 1, 1998, through June 30, 1999,
and is the second of four reports related to the private
funds raised by Parks and mai ntai ned by the Cty Parks
Foundati on (Foundati on).

Par ks established the Tree Trust in 1994 to protect,
preserve, and enhance city trees. In fiscal year 1999, the
endi ng fund bal ance for the Tree Trust accounts totaled
approximately $1.1 million. During this period the Tree
Trust raised $669, 332 and expended $583, 612.
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Resul ts

The Tree Trust inappropriately deposited¥%w th the
Foundation instead of the City Treasury%funds raised through

the efforts of City enployees using City resources. In
addition, the Tree Trust inappropriately withheld tree-
removal permts fromcontractors until “donations” were nade

to the Foundation in apparent violation of the GCity's
Adm ni strative Code.

The Foundation did not have adequate internal controls
over the processing, recording, and reporting of Tree Trust
funds held by the Foundation. Finally, Parks officials
i nappropriately arranged a salary and conm ssi on agr eenent
when it hired the former Tree Trust’s Director of Fund
Rai si ng. Thi s unusual conpensation arrangenent constitutes a
clear violation of several provisions of Chapter 68 of the
NYC Charter.

This report recommended that Parks:

Require that all Tree Trust proceeds be deposited in the
Cty Treasury; and all Tree Trust funds on deposit with the
Foundati on should be transferred to the Gty Treasury.

Cease the practice of withholding Tree Renoval Pernmits as a
nmeans of urging contractors to nake donations to the
Foundat i on.

Adhere to Title 18 of the Adm nistrative Code when

i ndi vidual s or organi zati ons seek permts for the renoval of
trees; and require that these individuals or organizations
obtain a bond to ensure that all trees are repl aced.

Di scontinue the practice of entering into incentive
agreenments with its personnel.

The report al so recommended that the Foundati on:

Cease accepting nonies fromthe Tree Trust.

Forward all bal ances it manages on behal f of the Tree Trust
to Parks’s Budget O fice.

Par ks and Foundation officials generally agreed with the
findi ngs and recommendati ons. However, Parks believes that
the report’s finding regarding withholding tree permts is
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m sl eadi ng and that this practice was never agency policy.
Parks officials claimthat the exanples nentioned in the
report were the result of over- zeal ous enpl oyees not
foll owi ng proper procedures.

Updat e

DPR reported that it is inplenmenting the foll ow ng
reconmendat i ons:

As of Septenber 2001, no Tree Trust funds will be deposited
i n Foundation accounts.

DPR wi Il follow appropriate governnment regul ati ons when
entering into incentive agreenents with its personnel.

The Foundation reported that it has inplenented one of
the recommendations, and is in the process of inplenenting
the second, as follows:

Monies fromthe Tree Trust are no | onger accept ed.

Al'l bal ances nmanaged by the Foundation on behalf of the Tree
Trust will be forwarded to the Parks Budget O fice by the
end of February, 2002.

DPR partially agreed with one recommendati on t hat
concerned adhering to Title 18 of the Admi nistrative Code
when individuals or organi zati ons seek permts for the
renoval of trees. DPR also maintains that it has never been
its policy to withhold permts to secure donati ons.

R I I I I
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KI NGS COUNTY PUBLI C ADM NI STRATOR' S OFFI CE ( KCPA)

Fol l ow-up Audit of the Financial and Qperating Practices of the
Ki ngs County Public Adm nistrator’s O fice

Audit # FPOO-092F

Conmptroller's Audit Library # 7162

| ssued: February 8, 2001

Monetary Effect: Actual Revenue $969, 191

I nt roducti on

This foll owup audit determ ned whet her the Kings County
Public Adm nistrator’s Ofice (KCPA) inplenented the 34
recommendati ons nmade in a previous audit report (FP96-136A;

i ssued June 27, 1997). The prior audit eval uated KCPA's
conpliance with its own internal procedures, Conptroller’s
Directives, and other City and State | aws, policies, and
guidelines, including the Gty s Procurenment Policy Board
Rul es, the Payroll Managenent System gui delines, and Article
11 of New York State’s Surrogate’s Court Procedure Act

( SCPA) .

KCPA' s budget was $409, 138-i ncl udi ng $396, 689 for PS and
$12,449 for OIPS for fiscal year 1999. On June 30, 1999, KCPA
enpl oyed 11 City enpl oyees, including the Public
Adm ni strator and Deputy Public Admi nistrator as well as four
non-City enpl oyees.

Resul ts

KCPA has inplenented 19 of the 34 earlier
recomendati ons and partially inplenented three
recomendati ons. Four recomendati ons were no | onger
applicable, and two recomrendati ons coul d not be inpl enmented.
The remai ni ng six recomendati ons were not inplenented.

The 19 recommendations that were inplenented pertain to
i mpl enenti ng effective accounting procedures; restricting
access to conputer files; properly reporting “1099” earnings;
not using “suspense funds” to pay enpl oyees for performng
their regular duties; voiding uncashed estate distribution
checks; issuing pre-nunbered checks sequentially;
saf eguardi ng estate bank accounts; ensuring that all suspense
account deposits conformto guidelines for Public
Adm nistrators; transferring $11,422 fromthe suspense
account to the “Police Departnment/Nursing Hone” account;
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docunenting adm nistrative fee cal cul ations; consulting with
the Surrogate’s Court and ot her appropriate |aw enforcenent
agenci es regarding instances of fraud or illegal acts; not
using a City enployee as a chauffeur; maintaining formal tine
and | eave records for the agency head; conplying with
Conptroller’s Directive #13 (guidelines for payroll);

noni toring enpl oyees’ sick | eave usage nore careful ly; and
obtai ning copies of the City’ s purchasing guidelines.

The three recommendations that were partially
i npl enented pertain to properly reconciling bank accounts;
mai nt ai ni ng conpl ete personnel files; and, returning $8, 762
to seven estates.

The six reconmendati ons that were not inplenented
pertain to the disposition of funds not |inked to specific
estates on KCPA s records; calculating and distributing the
proper amount of interest related to the PD/NH account;
determining the City' s liability for KCPA's failure to file
Form 1099-M sc statenents; and, consulting with the
Adm ni strative Board to determ ne the proper disposition of
$3,335 fromcl osed accounts.

Five of the six recomendations that were consi dered not
i mpl emented related to the disposition of funds not |linked to
specific estates. However, KCPA officials remtted these
funds totaling $969,191, to the City's Departnment of Finance,
as a result of this audit.

In addition, this new audit found that KCPA credited
estate accounts with excess interest and that the accounting
firmhired by KCPA prepared unnecessary and i naccurate estate
tax returns, and overcharged for tax preparation services.
The audit nade nine reconmendations to address the unresol ved
issues fromthe prior audit and the new i ssues discl osed
during this audit.

In its response, the KCPA agreed to inplenent or
indicated that it will consider inplenenting four
recomendations, it did not address another four
recommendati ons, and di sagreed with one of the
recomrendati ons made in this report.

Updat e

KCPA reported that it has fully inplenented seven
recommendat i ons, i ncl udi ng:
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KCPA is issuing 1099s to all entities requiring them

KCPA has submitted and received fingerprint cards for al
suspense enpl oyees whi ch show no negative information

KCPA has sent letters to the distributees requesting
paynent. To date, these funds have not been recovered.

kkkikkkkhkkhk*k
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BROOKLYN PUBLI C LI BRARY ( THE LI BRARY)

Fol l ow-up Audit of the Financial and Qperating Practices of the
Br ookl yn Public Library

Audi t #MDO1-071F

Conmptroller’s Audit Library # 7246
| ssued: June 6, 2001

Monetary Effect: None

I nt roducti on

This is a followup audit to deterni ne whether the
Br ookl yn Public Library (the Library) inplenmented the 19
recomendations made in an earlier audit, Audit Report on the
Fi nanci al and Operating Practices of the Brooklyn Public
Li brary (Audit No. FMB5-072A, issued June 27, 1996). The
earlier audit exam ned the Library s expenditures agai nst
City appropriations to determ ne whether they were
aut hori zed, properly expended, fairly stated, and necessary
for the day-to-day operations of the Library.

The previous audit reported there were several
weaknesses attributable to a | ack of organizati onal
procedures and guidelines that resulted in inconsistencies
wi thin various areas of the Library s operations.
Specifically, in fiscal years 1989 through 1994, the Library
i nappropriately recorded in its Corporate account
approximately $6.3 mllion in Gty appropriations and book-
fine revenues. The Library had an inadequate accounts
payabl e system and i nadequate procurenent policies and
procedures. Moreover, the Library’ s purchasing records
di scl osed that Gty funds had been used to pay for personal
pur chases made by the Board of Trustees’ President, the
former Director of the Library, and the Director of
Facilities Managenent/Ri sk Control .

Resul ts

The Library has vastly inproved its financial and
operational practices since our previous audit. The Library
i mpl emented 14 of the 19 reconmendati ons nmade in the June 20,
1996, audit report that dealt primarily with the co-m ngling
of its financial records, its inadequate accounting system
its controls over the use of its tax-exenpt certificate, and
its lack of procurenent policies and procedures.
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The Library and the O fice of Managenent and Budget
(OVB) did not inplenent the 5 recomendati ons concerning the
Li brary’ s devel opnent of a witten cost-allocation plan that
speci fies expenses to be paid with Cty funds and that
requi res an expl anation of any deviation fromthe cost
all ocation plan. The Library and OVB al so did not take steps
to update the agreenent between the City and the Library.
Finally, OB did not conduct an annual review of the
Li brary’ s book-fine revenues.

To address the issues noted in this report that are
related to our previous audit recomrendations, the Library
and OVB shoul d i npl enent the five recommendati ons that
i nclude the foll ow ng.

The Library and OVB shoul d:

Ensure that their officials neet to establish a cost-

al l ocation plan that woul d predeterm ne specific expense
itenms that should be charged to Gty accounts and those
specific expense itens that should be charged to Corporate
accounts.

Ensure that their officials, together with the Mayor’s
Ofice of Qperations, seek to anend and update the 1903
agreenent with the Gty. The new agreenent should nore
clearly define each party’ s duties, obligations, and
responsibilities. In addition, the Conptroller’s audit
authority should include full and detailed access to all
Li brary records.

In addition, during this followup audit we noted
certain weaknesses with the Library’ s control over
di sbursenents made with fine revenues and its conpliance with
its own procurenment policies and procedures. W also
questioned the accuracy of certain year-end accruals posted
to the Library s general |edger. To address these issues,
five recomendati ons were nmade, including the follow ng:

The Li brary should ensure that:

Book-fine revenue is used to purchase books and book-rel at ed
mat eri al s.

It reviews year-end accruals to ensure they are accurate.

It adheres to its purchasing and di sbursenent requirenents.
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Li brary and OVB officials generally agreed with the
audit findings and recommendati ons except for the
recommendat i on concerni ng anendi ng the Library’ s agreenent
with New York City. They reiterated the responses that were
given to the June 27, 1996, audit report.

Library officials stated: “BPL continues to maintain
that it is unnecessary to change in any way its existing
agreement wth New York City.”

In addition, OVMB officials responded, stating: “As
stated in 1996, OVB continues to believe that the existing
| ong-term agreenent between the City and the Libraries do not
need to be updated.”

Updat e

The Brooklyn Public Library reported that it is
i npl enenting the foll ow ng recomrendati ons:

Book-fine revenue will be spent only for the purchase of
materials, material-related supplies, and to cover costs
associated with the collection of fines.

Ernst & Young has certified that the Library satisfactorily
foll ows generally accepted accounting procedures.

The Library provi des OVB periodic spending reports relating
to the annual spending plan submtted by the Library for use
of New York Gty funds.

kkhkkkkkkhkk*
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THE NEW YORK PUBLI C LI BRARY ( NYPL)

Fol l ow-up Audit on the Financial Operating Practices of the New
York Public Library

Audit # MEO1l-O077F

Conmptroller’s Audit Library # 7296
| ssued: June 29, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned the inplenentation
status of 33 recommendati ons nade to the New York Public
Li brary (NYPL) in a previous audit, Audit Report on the
Fi nanci al Operating Practices of the New York Public Library,
July 1, 1991 to June 30, 1994 (Audit No. FMB5-073A, issued
June 27, 1996).

The previous audit reveal ed that NYPL recorded
approximately $10.8 nillion collected fromfines and fees and
book sal es—revenue derived from books purchased with City
funds—as a Corporate receipt instead of as a City receipt.
NYPL used $77,674 in City funds for expenses not related to
NYPL' s mai nt enance and operations. Also, NYPL did not: take
advant age of discounts offered by vendors; always obtain the
requi red nunber of bids for purchases; and ensure that petty
cash expenditures and credit card purchases were adequately
supported. Lastly, NYPL did not receive credits fromvendors
for returned merchandi se, totaling $1, 542.

Resul ts

O the 33 reconmendati ons made in the previous audit,
NYPL i nmpl emrented 10, partially inplenmented 9, and did not
i npl enent the renmai ni ng 14 recomrendati ons. Specifically,
NYPL properly allocated between Gty and non-City funds
revenues derived from book fines, fees, and sal es; conpared
i nvoi ces to purchase orders; and ensured that all purchase
orders contai ned the appropriate signatures. However, NYPL
did not: adequately segregate petty cash responsibilities;
use avail abl e vendor discounts; obtain bids; and ensure
adequat e docunentation for cash advances and credit card
purchases. I n addition, NYPL inappropriately used Gty funds
to pay a $10,000 annual fee for the use of an off-site
cafeteri a.
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The audit also identified several new issues.
Specifically, NYPL did not always maintain receiving reports
and purchase orders on file, inappropriately charged $5, 504
in travel expenses to the City Fund, and nade m nor errors in
its financial statenents.

Since NYPL officials made a policy decision to only
partially inplement 9 of the 33 recommendati ons nade in the
previous audit, we did not repeat them However, since the 14
recommendati ons that were not inplenented represented
important internal controls for Gty funds, they were
repeated in this audit, along with three new ones, including
the follow ng, NYPL shoul d:

Ensure that the person receiving rei nbursenent for petty
cash expenses not be the person authorizing the
rei mbur sement ;

Not use City funds to pay for enpl oyee use of off-site
cafeterias and credit the Cty fund for paynments, totaling
$10, 000, al ready nude;

Take advantage of all discounts offered by vendors;

Ensure that it follows its purchasi ng procedures regarding
conpetitive bidding for all purchases;

Ensure that receipts are presented to the Accounting
Departnent to docunent cash advances and credit card use;

Credit the City fund for $5,504 that was inproperly charged
for paynents of travel expenditures for non-Library
enpl oyees; and

Ensure that expenses are recorded properly and are charged
to the appropriate fiscal year.

NYPL officials generally agreed with the audit’s
findi ngs and recommendati ons. Even though they disagreed with
the audit’s position that charging Cty funds for the use of
an off-site cafeteria is inproper, they stated that future
such paynents woul d be charged to a non-City fund, and that
the City fund would be credited for the paynents cited in the
report.

Updat e

NYPL reported that it is inplenenting the audit's
recomrendati ons, including the foll ow ng:
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The Branch Librarian, wth guidance fromthe Library
regul ations, will continue to determ ne the appropriate
chargi ng of petty cash expenses.

NYPL has reversed the charge for $10,000 against Cty tax
| evy funds in fiscal year 2001 and will use non-City funds
in the future

NYPL wi || nake every effort to take advantage of avail able
di scounts.

NYPL is currently updating purchasing procedures. This is
expected to be conpl eted by June 2002.

NYPL procedures require that receipts be attached to check
requests for cash advances and credit card bills.

In fiscal year 2001, NYPL credited the City fund for $5, 404
that was inproperly charged.

NYPL's Accounting Departnent sends a neno to all departments
in the Library annually, remnding themthat all expenses
and revenues should be recorded in the appropriate fiscal
year.

kkkikkkkikkhk*k
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QUEENS BOROUGH PUBLI C LI BRARY ( QBPL)

Fol l ow-up Audit Report on the Financial and Operating Practices
of the Queens Borough Public Library

Audit # FMD1-129F

Conmptroller’s Audit Library # 7277
| ssued: June 22, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned the inplenentation
status of 11 recomendati ons nmade to the Queens Borough
Public Library (Q@PL) and the O fice of Managenent and Budget
(OVMB) in a previous audit, Audit Report on the Financi al
Operating Practices of the Queens Borough Public Library
(Audit No. FMB5-071A, issued Cctober 7, 1996).

The previous audit found that: QBPL' s Corporate Fund
bal ance included $7.9 mllion of book fines, library fees,
and interest incone that should have been recorded in the
Fi nes and Fees Fund and the City Fund; discretionary
expenditures were charged to the City Fund and Fi nes and Fees
Fund; the City |lost $212,824 in interest inconme because of
BPL's delay in reinbursing the Gty for noney advances; and
BPL did not adhere to its purchasing policies and procedures
in regard to obtaining the m nimum nunber of price quotes and
usi ng vendors from an approved vendor |ist.

Resul ts

O the 11 recomendations made in the previous audit, 3
were inplenmented, and 2 were no | onger applicable. @QBPL and
OWVB officials made a policy decision not to inplenent the
remai ni ng 6 recomendations. Therefore, this audit did not
repeat themsince it would serve no purpose to do so.

BPL used the $6.5 mllion in settlenment funds
appropriately; has adequate internal controls over the
coll ection of fines and fees, non-book purchases and
paynments; properly accounted for the fines and fees
coll ected; and ensured that its financial statements wth
regard to the Gty Fund and Fines and Fees Fund were fairly
st at ed.
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The audit noted, however, that QBPL charged $647,292 in
“Fund Rai si ng and Devel opnent” expenditures to the Fines and
Fees Fund, and charged $2,684 in these expenses to the Gty
Fund during fiscal years 1999 and 2000. The audit questi oned
the appropri ateness of charging these Funds for such costs
since the resulting donations received were earmnmarked for
activities of the Queens Library Foundation and BPL’ s
Corporate Fund. In addition, the audit identified two m nor
errors in QBPL' s financial records.

The audit nade the followi ng three new reconmendati ons.
BPL shoul d:

As soon as fiscally feasible and appropriate, transfer
$647,292 fromthe Corporate Fund to the Fines and Fees Fund,
and $2,684 fromthe Corporate Fund to the Gty Fund.

In the future, charge fund raising expenditures to the

Foundati on and the Corporate Fund instead of the Fines and
Fees Fund and Cty Fund.

Ensure that revenues and expenses are recorded accurately on
its financial statenents.

BPL officials did not agree to transfer the $647, 292
fromthe Corporate Fund to the Fines and Fees Fund, and
$2,684 from Corporate Fund to the Gty Fund. However, they
did agree not to charge future fund raising expenditures to
the Fines and Fees Fund and the Gty Fund, and agreed to

ensure that revenues and expenses are recorded accurately on
the financial statenents.

Updat e

BPL reported that it had conpl eted actions necessary to
i npl emrent the three audit recommendati ons.

kkkikkkkhkkik*
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RETI REMENT SYSTEMS

NYC Board of Education Non-Pedagogi cal Pensioners Wrking for
the Gty After Their Retirenent

Audit # FLOO- 202A

Conmptroller's Audit Library # 7171

| ssued: February 28, 2001

Monetary Effect: Potential Savings: $3,129

I nt roducti on

This audit determ ned whet her any NYC Board of Education
Retirement System (BERS) non-pedagogical retirees were
illegally re-enployed ("doubl e-dipping” or "disability
violating"”), and quantified the anmounts of any inproper
pensi on paynents to individuals who appeared to be violators
of RSSL § 211 and 8§ 212, or NYC Charter § 1117, during
cal endar year 1999.

Results

Two of the 44 matched BERS pensioners who received W2s
(greater than $15,500) fromthe Cty in 1999, obtained $3, 129
i n pension paynents that appeared to be in violation of
applicable laws and regul ati ons. The audit recommended t hat
BERS shoul d:

Investigate the individuals identified as concurrently

recei ving a pension and being re-enployed in public service.
BERS of ficials should al so commence pronpt recoupnent action
against these individuals if they are found to be illegally
col l ecting pensions, and ensure that continuing violations
do not occur.

Forward to the Departnent of |nvestigation, where the

ci rcunstances warrant such action, the nanes of these
individuals if they are found to be illegally collecting
pensi ons.

This audit and simlar audits of the other four
retirenment systens (Fire Departnent Pension Fund — FLOO-203A;
New York City Enpl oyees' Retirenent System — FLOO- 204A,
Pol i ce Department Pension Fund — FLOO-205A; and Teachers
Retirenent System — FLOO-206A), identified the follow ng
probl enms regarding City pensioners being re-enployed by the
Cty.
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I nadequate or lack of nonitoring of Gty pensioners re-
enpl oyed by the Gty; and

Failure by Gty agencies to ensure that Gty retirees conply
with State and Cty |laws regarding public service re-
enpl oynent .

BERS officials agreed to inplenment the audit’s
reconmendat i ons.

Updat e

BERS di d not provide follow up infornation.
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NYC EMPLOYEES' RETI REMENT SYSTEM ( NYCERS)
NYCERS Pensi oners Wrking for the Gty After Their Retirenent

Audit # FLOO- 204A

Conptroller's Audit Library # 7212

| ssued: April 24, 2001

Monetary Effect: Actual Savings: $20, 838
Potential Savings: $ 299

| nt roducti on

This audit determ ned whet her any NYC Enpl oyees'
Retirement System (NYCERS) retirees were illegally re-
enpl oyed ("doubl e-di pping" or "disability violating"), and
guantified the anbunts of any i nproper pension paynents to
i ndi vi dual s who appeared to be violators of RSSL § 211 and §
212, or NYC Charter 8 1117, during cal endar year 1999.

Resul ts

Three NYCERS retirees of the 543 mat ched NYCERS
pensi oners who received W2s fromthe City in 1999 obtai ned
$21, 137 in pension paynments that appeared to be in violation
of applicable | aws and regul ati ons.

This audit and simlar audits of the other four
retirement systens (Board of Education Retirenent System —
FLOO- 202A; Fire Departnment Pension Fund — FLOO-203A; Police
Depart ment Pensi on Fund — FLOO- 205A; and Teachers' Retirenent
System — FLOO-206A), identified the foll ow ng probl ens
regarding Gty pensioners being re-enployed by the City.
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| nadequate or |ack of nmonitoring of Gty pensioners re-
enpl oyed by the Gty; and

Failure by Gty agencies to ensure that Gty retirees conply
with State and Cty |laws regarding public service re-
enpl oynent .

NYCERS officials either agreed to conply or stated that
they were already in the process of conmplying with the
audit's six audit reconmmendati ons.

Updat e

NYCERS reported that it is inplenenting the foll ow ng
recommendat i ons:

NYCERS i nvestigated the three pensioners cited in the audit

and has recouped $20,838. These individuals are disability
retirees in violation of NYC Charter 8§ 1117.

NYCERS will refer to the Departnent of Investigation all
cases that involve individuals who continue to be illegally
re- enpl oyed.

Prior pension paynents cited in the previous audits have
ei t her been recouped or are in the process of being
i nvesti gat ed.

NYCERS sent a special notice regarding re-enploynent after
retirement to all pensioners in Septenber 2001

The present NYCERS nonitoring programincludes the payrolls
of New York City and all the Public Benefit Corporations.
NYCERS recei ves New York State payroll information fromthe
Comptroller's Ofice.

*kkkkkkhkkkk*k

RETI REMENT SYSTEMS

NYC Fire Departnment Pensioners Wirking for the City After Their
Retirenment

Audit # FLOO-203A

Conptroller's Audit Library # 7172

| ssued: February 28, 2001

Monetary Effect: Potential Savings: $51,330
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I nt roducti on

The audit determ ned whet her any NYC Fire Depart nent
Pension Fund (FIRE) retirees were illegally re-enpl oyed
("doubl e-di pping" or "disability violating"), and quantified
the anmounts of any inproper pension paynents to individuals
who appeared to be violators of RSSL § 211 and § 212, or NYC
Charter 8 1117, during cal endar year 1999.

Resul ts

Three of the 17 matched FI RE pensioners who received W
2s (greater than $15,500) fromthe City in 1999, obtained
$51, 330 in pension paynments that appeared to be in violation
of applicable | aws and regul ations. The inproper pension
paynents are as foll ows:

Sections 211/212 Violators (Service Retirees) 1 $ 3,914
Section 1117 Violators (Disability Retirees) 2 47, 416

Tot al 3 $ 51,330

This audit and simlar audits of the other four
retirement systens (Board of Education Retirenent System —
FLOO- 202A; New York City Enpl oyees' Retirenment System — FLOO-
204A; Police Departnent Pension Fund — FLOO-205A; Teachers
Retirement System — FLOO-206A), identified the follow ng
probl ens regarding City pensioners being re-enployed by the
Cty.

I nadequat e or lack of nonitoring of Gty pensioners re-
enpl oyed by the Gty; and

Failure by Gty agencies to ensure that Gty retirees conply
with State and Cty |laws regarding public service re-
enpl oynent .

The report made six recomendations to FIRE. In their
response, FIRE officials agreed with four of the six
recomendations related to: investigating individuals who are
recei ving pensions while being re-enployed in public service;
forwarding to the Departnent of Investigation, if warranted,
the nanes of those individuals found to be illegally
col l ecting pensions; ascertaining whether previous pension
over paynments have been recouped and whet her current pensions
have been suspended for cited individuals; and sending
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special rem nders to service retirees that state their
responsibilities regarding public service re-enploynent. For
the remaining two recomendations, related to setting up a
nonitoring programto identify those City retirees re-

enpl oyed in New York public service, and reinforcing to Gty
agenci es the inportance of maintaining effective procedures,
FIRE officials stated that these reconmendati ons are beyond
the scope of the Fire Departnent.

Updat e

FIRE reported that it has investigated the three
individuals cited in the audit and determ ned that they were
illegally re-employed. One individual is making paynent
directly to the Board of Education. FIRE has begun recoupnent
fromthe other two individuals. FIRE is also inplenenting the
remai ni ng three recommendations that it agreed wth.

kkkhkkkkhkkkhk*k

RETI REMENT SYSTEMS

NYC PQOLI CE Departnent Pensioners Wrking for the Gty After
Their Retirenent

Audit # FLOO- 205A

Conptroller's Audit Library # 7176

| ssued: February 28, 2001

Monetary Effect: Potential Savings: $116, 440

I nt roducti on

This audit determ ned whet her any Departnent (PCLICE)
retirees were illegally re-enployed ("doubl e-di ppi ng" or
"disability violating”), and quantified the anbunts of any
i mproper pension paynents to individuals who appeared to be
violators of RSSL §211 and 8212, or NYC Charter § 1117,
during cal endar year 1999.

Resul ts

Fifteen POLICE retirees, of the 248 matched POLI CE
pensi oners who received W2s (greater than $15,500) fromthe
Cty in 1999, obtained $116,440 in pension paynents that
appeared to be in violation of applicable |aws and
regul ati ons. The i nproper pension paynents are as foll ows:
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Sections 211/212 Violators (Service Retirees) 11  $104, 532
Section 1117 Violators (D sability Retirees) 4 11,908
Tot al 1 $116, 440

This audit and simlar audits of the other four
retirement systens (Fire Departnment Pension Fund — FLOO- 203A;
New York City Enployees' Retirenent System — FLOO-204A; Board
O Educati on Non- Pedagogi cal Pensioners — FLOO-202A; and
Teachers' Retirenent System — FLOO-206A), identified the
foll owi ng problens regarding City pensioners being re-
enpl oyed by the City.

| nadequat e or |ack of nonitoring of Gty pensioners re-
enpl oyed by the Gty; and

Failure by Cty agencies to ensure that Gty retirees conply
with State and Cty |aws regarding public service re-
enpl oynent .

PCLICE officials agreed to conply with the audit’s six
recommendat i ons.

Updat e

POLI CE did not provide follow up information.

*kkkkkkhkkkk*k

RETI REMENT SYSTEMS

NYC Teachers' Retirement System Pedagogi cal Pensioners Wrking
for the City After Their Retirenent

Audit # FLOO- 206A

Conptroller's Audit Library # 7222

| ssued: April 27, 2001

Monetary Effect: Potential Savings: $230, 332

I nt roducti on

This audit determ ned whet her any NYC Teachers'
Retirement System (TRS) retirees were illegally re-enployed
("doubl e-di ppi ng" or "disability violating"), and quantified
the amounts of any inproper pension paynents to individuals
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who appeared to be violators of RSSL §211 and 8212, or NYC
Charter 8 1117, during cal endar year 1999.

Resul ts

Thirty-two TRS retirees, of the 895 matched TRS
pensi oners who received W2s (greater than $15,500) fromthe
Cty in 1999, obtained $230,332 in pension paynents that
appeared to be in violation of applicable |aws and
regul ati ons.

This audit and simlar audits of the other four
retirement systenms (Board of Education Retirenent System —
FLOO- 202A; Fire Departnment Pension Fund — FLOO-203A; New York
City Enpl oyees' Retirenent System — FLOO-204A; and Police
Depart ment Pensi on Fund —FLOO-205A), identified the follow ng

probl ens regarding City pensioners being re-enployed by the
Cty.

| nadequate or lack of nmonitoring of Gty pensioners re-
enpl oyed by the Gty; and

Failure by Gty agencies to ensure that Gty retirees conply
with State and Cty |laws regarding public service re-
enpl oynent .

TRS officials agreed with all six recommendations
contained in the report.

Updat e

TRS did not provide foll ow up information.

kkhkkkkkkhkk*

ALL FI VE NYC RETI REMENT SYSTEMS (BERS, FIRE, NYCERS, POLI CE,
AND TEACHERS)

NYC Pensioners Wrking for New York State After Their
Retirenment

Audit # FLOO-207A

Conptroller's Audit Library # 7288

| ssued: June 27, 2001

Monetary Effect: Actual Savings: $ 3,628
Potential Savings: $140, 536
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I nt roducti on

This audit determ ned whet her any NYC pensioners were
illegally re-enployed by New York State ("doubl e-di pping" or
"disability violating"), and quantified the anmounts of any
I mproper paynents to individuals who appeared to be violators
of RSSL 8§ 211 and 8§ 212, or NYC Charter § 1117, during
cal endar year 1999.

Resul ts

Fourteen City retirees (consisting of 10 service
retirees and 4 disability retirees), of the 673 matched Cty
pensi oners who were re-enpl oyed by New York State and earned
nore than $15, 500, appeared to be in violation of applicable
| aws and regul ati ons, and obtai ned $144, 164 in i nproper
pensi on paynents in cal endar year 1999. The distribution by
New York City retirenent systemis as follows:

Retirenent Service Disability Tot al | mpr oper Pensi on
System Retirees Retirees Retirees Payment s

POLI CE 2 3 5 $90, 157

TEACHERS 7 0 7 48, 288

NYCERS 1 0 1 3, 628

FI RE 0 1 1 2,091

BERS 0 0 0 - 0-

Tot al 10 4 14 $144, 164

This audit found problenms simlar to those found in
separate audits of the five City retirement systens
(Board of Education Retirenment System — FLOO-202A; Fire
Depart ment Pension Fund — FLOO-203A; New York City
Enpl oyees' Retirenment System — FLOO-204A; Police
Departnment Pension Fund — FLOO-205A; and Teachers
Retirement System — FLOO-206A), regarding Gty pensioners
bei ng re-enpl oyed by New York City. The problens
identified in these audits are:

| nadequat e or lack of nonitoring of Gty pensioners re-
enpl oyed in New York public service, and

Failure by New York governnental agencies to ensure that
Cty retirees conply with State and City | aws regardi ng
public service re-enpl oynent.
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Oficials of POLICE, TEACHERS and NYCERS, generally
agreed to conply or stated that they were already in the
process of conplying with the audit’s six reconmendati ons.
The New York City Fire Departnent agreed with four of the six
recomendati ons. For the renmaining two recomendati ons,
related to setting up a nonitoring programto identify those
City retirees re-enployed in New York public service, and
reinforcing to City agencies the inportance of naintaining
ef fective procedures, the Departnent’s Deputy Director
Bureau of Uniforned Pensions Payroll stated that these
recommendati ons are beyond the scope of the Fire Departnent
Pensi on Bureau. BERS did not respond to the audit’s
recommendati ons since none of its nenbers were cited for
“doubl e di pping” or “disability violating.”

Updat e

NYCERS reported that it has investigated the individua
cited in the audit and has recouped the $3,628. NYCERS is
al so inplenenting four of the remaining five recommendati ons.

FIRE reported that it has investigated the individual
cited in the audit and has begun recoupnent. FIRE is al so
i npl ementing the remai ning three recomendati ons that it
agreed with.

TEACHERS and POLI CE did not provide foll ow up
i nformati on.

kkkikkkkikkhk*k
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DEPARTMENT OF SANI TATI ON ( DOS)

The Departnment of Sanitation’s Progress in Deconmm ssioning the
Fresh Kills Landfill

Audit # EWO0- 158A

Conmptroller’s Audit Library # 7223
| ssued: April 30, 2001

Monetary Effect: None

I nt roducti on

This audit eval uated the Departnent of Sanitation's
(DOS) effectiveness in decomm ssioning the Fresh Kills
Landfill. It specifically exam ned DOS s devel opnent of a
plan for conplying with | egislative and regul atory
requirenents and tinme franes, DOS s adherence to its plan,
and whether a suitable project teamis managi ng the plan. New
York State passed |l egislation on May 31, 1996, that nandated
the landfill’s closure (i.e., stop accepting waste) by
January 1, 2002. As a result, the New York State Depart nent
of Environnental Conservation (DEC) nodified its 1990 Order
on Consent, under which the landfill had been operating.
This nodification (Mdification #7) established neasures for
the accel erated cl osure and decomm ssioning of the |andfil
by stipulating 14 mlestones. If DOS does not neet those
m | estones, it could face nonetary penalties.

Resul ts

The audit found that DOS has not developed a witten
pl an descri bi ng how and when the various nilestones required
under Modification #7 wll be perfornmed. Moreover, neither
DCS nor its consultant has devel oped a schedule to provide
specific informati on about the landfill’s closure. However,
DCS has net three m | estones (two significant) either on tine
or early.

DCS has al so established a project team of engi neers who
have appropriate and adequate credentials for nanagi ng and
overseei ng the decomm ssioning of the landfill. However, the
project teanmi s organization is not formal, and
responsibilities are broad in nature and non-specific.

Overall, the audit found no outstandi ng probl ens that

woul d nake it unlikely that DOS woul d be able to conmply with
the remaining mlestones. However, the auditors would be
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nore confident that DOS woul d successfully conply if it had a
witten plan for decomm ssioning and a nore structured
proj ect team

Addi tionally, the audit noted problens with DOS s
adm nistration of its contract wwth its design consultant,
Mal colmPirnie. The lack of a formal project organization
may have contributed to these problens, as follows: the total
contract anount was inproperly reported in billing invoices;
DOS did not obtain an authorized change order when it
instructed MalcolmPirnie to performan additional task not
contained in the original contract; and DOS deviated froma
contractual ly specified “work plan” nmethod for directing
wor k.

In order to correct the problens identified during the
audit, we recommended that DOS:

Prepare a conprehensive witten plan for carrying out the
remai ni ng work associ ated with deconm ssioning Fresh Kills
Landfill.

Formal i ze its project team organi zation by identifying areas
of project responsibility, establishing an organizati onal

hi erarchy, devel opi ng job descriptions and assigning staff
menbers in such a manner that their credentials match job
requirenents.

Require MalcolmPirnie to correct its billing invoices to
reflect proper contract anmounts; obtain change orders for
additional work; and bill future task orders to the original
t asks.

In his response to the audit, DOS comm ssioner stated
“l am pl eased that you acknowl edged in your report that we
have conpleted three significant mlestones . . . and that
your engineers did not find anything in their review that
woul d indicate that we will not be able to neet the remaining
m | estone dates. . . .” DOS officials did respond to each of
our five recommendations, but they did not specifically
i ndi cate whether they agreed with them |Instead, DCS
officials described steps they are taking to address our
reconmendati ons.
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Updat e

DOS reported that it is inplenmenting the follow ng three
audit reconmendati ons:

DOS will revise the organizational chart for closure and
post-closure responsibilities, preparing it in conjunction
with the devel opnment of the Post-C osure Qperations and
Mai nt enance Pl an under the Consent O der.

DCS has advised MalcolmPirnie that its August 8, 2000,

i nvoi ce contained an error for the maxi num val ue of the
contract, and instructed MalcolmPirnie to correct it for
future invoices. This error had no inpact on the cunul ative
billings agai nst the contract.

Al work is chargeable to the original contract tasks. DOS
has advi sed the consultant that future additional work
shoul d be properly authorized and included as nodifications
to the work plans.

E R I I I I

DEPARTMENT OF SANI TATI ON ( DOS)

Fol l ow-up Audit on the New York Gty Departnent of Sanitation
Smal | Procurenent and Vouchering Practices

Audit # FROO- 193F

Conptroller’s Audit Library # 7175
| ssued: February 28, 2001

Monetary Effect: None

I nt roducti on

This foll owup audit determ ned whet her the New York
City Departnment of Sanitation inplenented the six
recommendati ons made in a previous audit report, Audit Report
on the New York Gty Departnent of Sanitation Small Procurenent
and Vouchering Practices (Audit # FR98-193A, issued Cctober
29, 1998). The previous report evaluated the Departnent’s
conpliance with City guidelines pertaining to its snal
procurenent and vouchering practices.

The previous audit noted that the Departnent generally
conplied with PPB rules and Conptroller’s Directives when
processing small purchases. However, there were instances
where the Departnment’s small procurenent operation did not
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conply with the provisions of the City Charter, PPB rules,
and Conptroller’s Directives related to small purchases.
Specifically, the Departnment split purchases nmade from six
vendors into 12 snall-purchase contracts, thereby
circunventing the provisions of 83-08 of the PPB rules, and
on two occasions the sane person prepared and approved the
certificate of necessity on purchase orders in violation of
Conmptroller’s Directive #24. |In addition, the Departnent

i nappropriately used m scel | aneous vouchers in 18 instances,
it did not require its enployees to docunent travel expenses
on two occasions, and it charged incorrect object codes for
one snal |l purchase contract and one purchase order. Finally,
two purchase orders and 35 mi scel |l aneous vouchers | acked at

| east one required signature.

This followup audit concluded that one of the six
reconmendati ons contained in the previous report was
i npl emented, three were not inplenented, and two were no
| onger applicable. The one recommendati on that was
i npl enented dealt with the Departnent ensuring that
enpl oyees’ personal expense reinbursenent forns provide
detailed information. The two recommendations that are no
| onger applicable dealt with segregating the duties of the
preparer and approver of purchase orders and ensuring that
all purchase and paynent docunents are signed by appropriate
agency officials. These recomendati ons are no | onger
applicable since the Gty s new accounting system has
controls built into it, which separate these functions. The
three recommendati ons that were not inplenented related to
artificially dividing purchases, inproperly using
m scel | aneous vouchers, and chargi ng i ncorrect object codes.

To address the problens that still exist, the audit
recommended that the Departnment shoul d:

Ensure that all contracts awarded to vendors conply with PPB
rules relating to small purchases. Further, the Depart nent
should stop artificially dividing contracts as a neans of
circunventing the small procurenent thresholds.

Not use m scel | aneous vouchers in situations where interna
vouchers are required.

Carefully reviewthe Gty s Chart of Accounts and use the
correct object codes for its expenses.

In addition to following up on the prior report’s
recommendati ons, other related tests of the Departnment’s
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smal | procurenent operation were performed. These tests
found that the Departnent generally conplied with the PPB
rul es and ot her applicable Cty guidelines. However, the
audit noted that of 36 snmall purchase contracts that were
reviewed, the required nunber of vendors were not solicited
for two contracts, fourteen contracts | acked the date the
contract was awarded on the Determ nation of Award form and
one purchase order file |lacked docunentation that bids were
obtai ned. Furthernore, the Departnent inappropriately paid
for parking tickets and nade a duplicate paynent to one of
its enpl oyees.

To address these new matters the audit recomrended t hat
the Departnent take the necessary steps to ensure that: bids
are solicited fromthe required nunber of vendors; contracts
contain the date of award on the Determ nation of Award form
purchase order files contain required docunentation show ng
that bids were obtained; enployee parking tickets are not
rei nbursed; and, all docunments in the voucher package be
st anped “vouchered” to prevent duplicate paynents.

In its response, the Departnent discussed the
i npl ementati on status of the eight recommendati ons nade in
this report. 1In that regard, the Departnent stated that it
agrees that it should ensure that all contracts awarded are
in conpliance with PPB rules and that it "will endeavor to
comply . . . to the fullest extent possible."” The
Departnent, however, asserted that it "did not intentionally
di vide purchases in order to circunmvent the small procurenent
thresholds on the 26 contracts listed on the report.”

Updat e

The Departnment reported that it has inplenented all of
the audit's recommendati ons.

kkkikkkkhkkik*

DEPARTMVENT OF SANI TATI ON ( DOS)

Audit of the New York City Departnent of Sanitation’s Recycling
Pr ogr am

Audit # MI00- 080A

Conmptroller’s Audit Library # 7302
| ssued: June 29, 2001

Monetary Effect: None
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I nt roducti on

The audit determ ned whether the Cityw de recycling
program est abli shed by the Departnent of Sanitation (DOS) is
consistent with the requirenents set forth in Local Law 19
(LL19). The audit focused on DOS-coll ected solid waste, with
enphasis on the residential recycling program

In April 1989 the New York Gty Council enacted LL19 to
mandate the recycling of certain solid waste nmateri al s.
Recycl able nmaterials identified in the | aw include the
followng itens: various types of netal, glass, paper,
plastic, food waste, batteries, tires, Christmas trees, and
yard waste. DOS Bureau of Waste Disposal currently oversees
the City's residential recycling program For fiscal years
1999 and 2000, DOS projected the costs directly related to
its residential recycling programto be $119.8 nmillion and
$135.2 million, respectively.

Resul ts

In fiscal year 1999, DOCS reported that it diverted 2,939
tons per day of LL19 recyclables fromthe City's solid waste
stream for the purpose of recycling. This was 140 percent of
the mandated target--2,100 tons per day--in effect during
that year. In neasuring the progranis effectiveness, however,
the audit identified a nunber of itens that DOS included that
may not qualify as part of the mandated recycling target,
depending on one’s interpretation of the law. |If these itens
wer e deducted from DOS' fiscal year 1999 recycling total, the
tonnage would drop to as little as 1,761 tons per day--84
percent of the target mandate for that year. (For fiscal year
2000, DOCS reported that it diverted 3,717 tons per day of
LL19 recycl abl es--109 percent of the mandated target of 3,400
tons per day.)

In evaluating the efficiency of DOS recycling program
we found that M3 recycl ables do not sell as well as paper
and other LL19 recyclables. For paper recycl ables, according
to contractors’ nonthly marketing reports for fiscal year
1999, 91 percent of the paper diverted fromthe residential
solid waste streamwas sold to end-users while for MEP, only
64 percent of the MGP diverted fromthe waste stream was
delivered to end-users. Furthernore, only 30 percent of the
di verted MGP was actually sold to end-users. The remaining
34 percent consisted of m xed glass, which has little val ue,
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if any, according to DOS and its contractors. Wiile DOS is
aware of the factors that contribute to the |ow marketability
of MEP recyclables, it does not track the disposition of
diverted materials once it delivers themto contractors.

Al t hough contractors submt nonthly reports to DOS regarding
t he di sposition of those materials, DOS neither analyzes nor
acts upon the information contained in those reports.

To address the conditions found in this audit, the
report made ei ght recommendations to DOS, specifically that
DOS shoul d:

Wrk with recycling advocates and the Gty Council to agree
on clear and binding interpretations of recycling and the
materials that can be counted toward neeting the LL19
recycling tonnage nmandat es.

Consi der establishing a uniform nethodol ogy for its
contractors to use in nmeasuring residue (e.g., weight,
conposi tion).

Conti nue to use educational and enforcenent efforts to:

I ncrease the diversion rate in | owdiversion districts,
and

Encourage the public to not include contam nants and
non-recycl ables with recycl abl es.

Assess the feasibility of enploying additional and alternate
means, with an enphasis on nethods that have proven
successful el sewhere (e.g., different nethods of collecting
gl ass recycl ables to reduce contam nation, using |aser
technol ogy for col or separation of glass, buy-back centers)
for collecting glass and other recyclables in order to:

| nprove the marketability of recovered gl ass
recycl abl es, and

Reduce the anmount of residue caused by broken gl ass
contam nants and better enable col or-separation of glass
recycl abl es.

Explore the feasibility of supporting a New York State
m ni num content requirenent |aw for gl ass recycl abl es.

Enforce its contracts regardi ng record-keepi ng and reporting
requirenents (especially in regard to residue) and verify,
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on a sanple basis, the data reported and nai ntai ned by the
contractors regarding the disposition of diverted materials.

Identify the conmponents of DOS nmanaged solid waste stream
that constitute Departnent-collected solid waste, as defined
in LL19.

Calculate and track the LL19 recycling diversion rate for
Departnent - col | ected solid waste.

In its response, DOS generally agreed with six of the
audit’ s eight recommendati ons. Regarding our recomrendati on
that it support a New York State mni mum content |aw for
gl ass recycl ables, the agency said that it wuld take this
under advi sement. Regarding our recommendation that it
calcul ate and track the LL19 recycling diversion rate for
Department-col l ected solid waste, the agency responded that
it already tracks what it deens to be the LL19 diversion
rate.

Updat e

DCS reported that it has inplenented the audit's
recommendations that it agreed with, including:

DCS has net with recycling advocates and the Cty Council on
numer ous occasions. DOCS has recently released a report
entitled New York Gty Recycling- In Context - A

Conpr ehensi ve Anal ysis of Recycling in Magjor U S. Gties,

whi ch address recycling issues.

DOS has established a nethodol ogy for its contractors to use
for neasuring residue.

DOS has provided public education and outreach in support of
the recycling | aw

DCS Solid Waste Managenent Pl an reports have addressed the
di fferent methods of collecting glass and ot her recycl abl es.

DOS has enforced its contract regardi ng recordkeepi ng and
reporting requirenents.

kkkikkkkhkkhk*k
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OFFI CE OF SPECI AL NARCOTI CS ( OFFI CE)

Fol l ow-up Audit of the Financial and Qperating Practices of the
Ofice of Special Narcotics

Audi t # FPOO- 138F

Conmptroller's Audit Library # 7129
| ssued: Cctober 11, 2000

Monetary Effect: None

I nt roducti on

This follow up audit determ ned whether the O fice of
Special Narcotics (Ofice) inplenented the 14 recommendati ons
made in a previous audit report (Audit # FP97-088A, issued
May 28,1997), which evaluated the Ofice’ s conpliance with
applicable City payroll, purchasing, and tinmekeeping
procedures.

The O fice of Special Narcotics was established in 1971
to enhance | aw enforcenent’s response to the drug problemin
New York City. In accordance with New York State Judiciary
Law, Article 5-b, Section 177-C, the City's five District
Attorneys jointly forrmulated the plan that created the
Office. The Ofice was granted concurrent jurisdiction to
i nvestigate and prosecute felony drug cases throughout the
City's five counties. Cases are brought to the Ofice by
federal, State, and | ocal |aw enforcenent agencies.

In fiscal year 1999, the O fice spent $12,976,418 on PS
and $992,660 on OTPS. As of Decenber 14, 1999, the Ofice
enpl oyed 82 Assistant District Attorneys (ADAs) and 110 non-
| egal staff workers.

Resul ts

The O fice has inplenented five of the 14 earlier
recomendati ons; three recommendations were partially
i mpl enented. The renmai ning six were not inplenmented.

The five recommendations that were fully inpl enented
pertain to the following: (1) complying with the Gty s Leave
Regul ati ons for Managerial Enployees; (2) ensuring that
i ndi vi dual s responsi bl e for paycheck distribution sign the
Payrol | Managenent System (PMS) 319 Paycheck Distribution
Control Report, indicating that they successfully distributed
t he paychecks to the |isted enployees; (3) properly planning
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purchases and using City requirenents contracts whenever
appropriate; (4) ensuring that all Inprest Fund checks
contain the restrictive statenent “void after 90 days”; and,
(5) discontinuing the practice of maki ng checks payable to
“cash” to replenish the petty cash account.

The three recommendations that were partially
i mpl enented pertain to: (1) inform ng enployees in witing of
City guidelines regarding the two-year nmaxi num annual | eave
restriction; (2) providing witten authorizations to
enpl oyees who are requested to forego their vacations; and,
(3) transferring (into titles with higher naxi num ranges)
t hose enpl oyees who earn nore than their current titles
permt.

The six reconmendati ons that were not inplenented
pertain to the followng: (1) ceasing the practice of
al l owi ng enpl oyees to take early departure before holidays
wi t hout charging such tinme against their | eave bal ances; (2)
requi ring Assistant District Attorneys (ADAs) to record their
daily arrival and departure tinmes; (3) reducing one
enpl oyee’ s annual | eave bal ance by 13 hours that were
previ ously over-accrued; (4) requiring that all enpl oyees
sign for their paychecks; (5) posting all confidentia
expenditures to the #460 Speci al Expenditures Account; and,
(6) carefully preparing and review ng vouchers in accordance
with Gty purchasing rules.

W al so conducted various tests of the Personal Service
and O her Than Personal Service expenditures of the Ofice.
These tests found that the Ofice did not pay separated
enpl oyees for holidays while they were still on payroll,
under pai d two separated enpl oyees due to incorrect
cal cul ations of their |eave bal ances, inproperly paid an
enpl oyee for hours he was not at work (while under
i nvestigation), incorrectly paid six enployees salaries bel ow
the minimum pay levels for their titles, and did not maintain
conpl ete and accurate inventory lists for its computer-
rel at ed equi pnent.

In its response, the Ofice nmaintained its position,
taken during the previous audit, related to its tine and
| eave policies as well as its vouchering practices. In that
regard, the Ofice stated that it wll continue to allowits
non-|l egal staff to | eave work early on days before major
hol i days wi thout requiring themto charge their |eave
bal ances, and that it wll not require ADAs to record their
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arrival and departure times on their tinme sheets. Finally,
the Ofice stated that its voucher preparation and revi ew
process i s adequate. Nonetheless, the Ofice agreed to

i mpl enent 10 of the 13 reconmendations contained in this
report related to excessive annual -| eave bal ances for non- ADA
enpl oyees, enpl oyees’ sal aries over the maxi num anounts for
their titles, paychecks not signed for, m scellaneous
vouchers m scl assified, enployees separating fromthe agency
not paid accurately, enployees’ salaries below the m ni num
pay levels for their titles, and inventory contro
weaknesses.

Updat e

The O fice of Special Narcotics reported that it has
fully inplenented seven of the ten recomendations it agreed
Wt h:

Enpl oyees have been informed in witing of Cty guidelines
regardi ng the maxi rum annual | eave bal ance restriction.

The O fice provides the appropriate witten authorizations
to enpl oyees requested to forego their vacations.

The O fice ensures that all enpl oyees receiving paychecks
sign the PM5 319 Report.

The O fice posts all confidential expenditures to its #460
Speci al Expenditure Account.

The O fice enphasizes to its enployees the inportance of
carefully preparing and revi ewi ng vouchers in accordance
with Gty purchasing rul es.

The O fice has reinbursed the six underpai d enpl oyees the
amounts to which they were entitl ed.

The O fice does not pay enployees for hours they are not at
wor K.

The Ofice of Special Narcotics is attenpting to
i npl ement the remaining three recomendations: to identify
and transfer enployees to titles that enconpass their current
salary; to cease its practice of allow ng enpl oyees early
departure before holidays w thout chargi ng these departures
to their | eave bal ances; and to ensure that ADAs docunent
their tinme properly.

kkkikkkkhkkkik*
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NEW YORK CI TY TAX COW SSI ON

Audit Report on the Personnel, Payr ol | and Ti mekeepi ng
Practices of the New York Gty Tax Conm ssion

Audit # MIO1-115A

Conptroller's Audit Library # 7224

| ssued: May 2, 2001

Monetary Effect: Actual Savings: $12, 000

I nt roducti on

This audit determ ned whether the New York City Tax
Commi ssi on (Comm ssion) conplied with applicabl e personnel,
payrol I, and tinmekeepi ng procedures, as set forth in (1) the
Conptroller’s Directive No. 13, Payroll Procedures, (2) Leave
Regul ati ons for Managenent Enpl oyees, (3) Leave Regul ations
for Enpl oyees Who Are Under the Career and Salary Plan, and
(4) the 1995-2001 Citywi de Agreenent. The audit scope
covered the period July 1, 1999, through Decenber 31, 2000.

The Conm ssion serves as an adm nistrative revi ew body
for real property tax assessnents set by the Departnent of
Fi nance. The Conmi ssion’s core responsibilities include
accepting and review ng applications for corrections of
prelimnary real estate assessnents, analyzing the argunents
rai sed on those applications, conducting hearings, rendering
determ nations, ordering renedial action where appropriate,
and issuing witten notifications of outconme in connection
wi th annual applications for correction of real property tax
assessnments. The Conmi ssion consists of a President (the
agency head), as well as six part-tinme comm ssioners (at
| east one per borough) appointed by the Mayor to staggered,
si x-year ternms. The Conm ssion enploys 29 persons (including
the President) in full-time positions. |In fiscal year 2000,
t he agency’s personal service expenditures totaled
$1, 884, 399.

Resul ts

The Comm ssion was generally in conpliance with
applicable City rules and regulations in regard to its
personnel , payroll, and tinekeeping practices. Based upon
audit tests, there was reasonabl e assurance that: all 29
full-tinme and 6 part-tinme enpl oyees were bona fide, enployees
were not paid in excess of their title salary ranges,
ti mekeepi ng transactions were accurately entered into PMS
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based on primary time records, all enployees who resigned or
were term nated were renoved fromthe payroll, all overtine
pay was correctly calculated in conpliance with the Ctyw de
Agreenment for non-managerial staff, and personnel,

ti mekeepi ng, and payroll records and docunents were
adequately filed and retained.

However, the audit identified various weaknesses in the
Conmi ssion’s activities, specifically in regard to (1)
segregation of duties, (2) tinekeeping and | eave use, and (3)
annual | eave accrual

The report made five recommendations to the
Commi ssi oner, including:

Segregate duties concerning payroll, personnel, and
ti mekeepi ng anong the agency’s adninistrative staff.

Maintain a daily tinekeeping systemto record the

att endance, absence, or tardiness of all non-nmanageri al
staff and provide better control over the tinekeeping
function.

Requi re enpl oyees to obtain supervisory approval when using
their annual | eave.

Revi ew each enpl oyee's annual | eave balance to identify any
excess annual | eave bal ances. Al unauthorized excess
annual | eave should be transferred to the enpl oyee's sick

| eave bal ance.

Determne the feasibility of taking further action to
recover a | aptop conputer assigned a former Conm Ssion

enpl oyee. In any event, the Conm ssion should not remt the
| unp- sum paynent of $849.23 due the former enpl oyee until
the asset (or its equivalent value) is returned to the
agency.

The Comm ssion generally agreed with the audit’s
findings and recommendati ons.

Updat e

The Conmi ssion reported that it is inplenmenting the
audit's recommendati ons as foll ows:

The Conmi ssion hired a per diemenployee to share the tasks
of personnel, payroll, and tinmekeeping. However, this
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person | eft, and the Comm ssion is unable to hire another
enpl oyee because of the hiring freeze.

The Conmi ssion has inplenmented a daily tinmekeeping log to
record attendance, absence, and | ateness of non-nanageri al
enpl oyees. However, the Appraisal and Hearings G oup does
not have a daily |l og because it conducts hearings in five
boroughs during half of the year, are not regularly present
in the office, and often work overti ne.

Except for energency situations, all |eaves are approved in
advance.

The Conmission is currently addressing the issue of
unaut hori zed | eave bal ances.

The Conm ssion has not paid the forner enployee the | unp-sum
paymnent .

E R I I I I
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NEW YORK CI TY TRANSI T

Audit Report of the New York Cty Transit's Eforts to
| mprove Bus On-Tine Performance

Audit # MI01-057A

Conptroller's Audit Library # 7244
| ssued: June 5, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned the factors that contribute to New
York Cty Transit (Transit) buses not being on tinme and
whet her Transit has inplenented effective nmeasures to inprove
bus on-tinme perfornmance.

Transit operates bus and subway service 24 hours a day,
7 days a week, throughout the five boroughs. Transit’s
Qual ity Assurance Unit (QA) nonitors the performnce of
Transit’s bus routes in a nunber of areas, including on-tine
performance (OTP). Transit issues a quarterly “Bus Service
Quarterly Performance |Indicators” report (performance report)
that includes various aspects of service such as OTP and
service regularity.

Resul ts

The major factors that contribute to poor OTP include
increased road traffic, illegal parking, and road
construction. Although ridership has increased over the
recent years, it may not be the nost significant factor
contributing to poor OIP. Transit has taken sonme steps in an
attenpt to inprove OTP and bus regularity. These steps
i ncl ude addi ng nore di spatchers, rescheduling routes, and
trying to inprove coordination with City agenci es responsible
for regulating City traffic. Nevertheless, those attenpts
have not had a significant effect on inproving OIP. It
appears that despite Transit’'s efforts, the major inpedinments
to OIP are beyond Transit’s direct control or influence.
Construction projects, illegally parked vehicles, and the
i ncreased vol unme of vehicles comng into New York Gty daily
conbine to inpede the flow of traffic in the CGty;
consequently, they contribute to problens in OIP. Wile it
is inmportant that Transit take actions within its power to
i nprove OTP (e.g., increase the nunber of dispatchers,

i mpl enent service changes), efforts to nake a material inpact
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on i nmproving bus OTP would require collaborati on between
Transit and those Cty agencies responsible for regul ating
traffic flowin the CGty—particularly the Departnent of
Transportation (and the Police Departnment.

To address the findings of this audit, the report nmade
two recommendations to Transit, specifically that Transit
shoul d:

I ncrease the nunber of dispatchers in areas identified by
Transit as problemareas (e.g., vicinities with heavy
congestion, routes that run along comercial districts) to
aidin the orderly flow and spacing of its buses.

Increase its efforts to inprove coordination with DOT and
the Police Departnment in regard to:

Being notified of construction projects and street
closings in a tinely manner so that Transit can take
appropri ate nmeasures in providing bus service.

Identifying and targeting problemareas (e.g., heavy
congestion, busy commercial districts) for rigorous
enforcenent of Cty traffic regulations to help ease
traffic disruptions.

Transit generally agreed with the audit findings and
reconmendat i ons.

Updat e

Transit reported that it has inplenented both of the
audit's recomendati ons.

*kkkkkkkkk*k

NEW YORK CI TY TRANSI T

Audit Report on the New York City Transit's Maintenance of
Wheel chair Lifts On Gty Buses

Audit # MIO1-183A

Conptroller’s Audit Library # 7167
| ssued: February 22, 2001

Monetary Effect: None
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I nt roducti on

This audit was initiated to determ ne whet her New York
City Transit (Transit) is routinely inspecting and
mai ntai ning wheelchair lifts to ensure that they are operable
in accordance with federal guidelines. The scope of this
audit was cal endar year 2000.

Transit is responsible for providing safe and efficient
transportation for bus and subway passengers throughout the
City, including the operation of 204 |ocal and 31 express bus
routes that total 1,871 mles. The Americans Wth
Disabilities Act (ADA) prohibits discrimnation on the basis
of disability. The law requires transit systens to gradually
make their buses and rail systens accessible to the disabl ed,
i ncl udi ng wheel chair users, and to provide alternative
transportation to those unable to use the transit systens'
fixed route service. Al Transit buses are equi pped with
wheel chair lifts to allow individuals with disabilities
access. \Weelchair lifts are either at the rear or front door
of buses and all ow wheel chair passengers to enter at street
| evel .

Transit has experienced a nmajor increase in ridership
since the introduction of the "One fare, One Cty" MetroCard
in 1997. From 1996 to 1999, overall bus ridership increased
36 percent to approximately 666.4 mllion, while ridership by
wheel chai r - bound passengers increased 67 percent to
approxi mately 593,000 ri ders.

Resul ts

Qur audit found that Transit appears to have effective
controls over the maintenance of wheelchair lifts, resulting
in inproved bus service for wheel chair-bound passengers. To
determ ne whether Transit ensured that |lifts on its buses
were operable, in accordance with ADA guidelines for
providing readily accessi bl e bus service to wheel chair-bound
passengers, we observed a total of 200 buses at nine of
Transit's 18 bus depots during the period July 17-27, 2000.
We selected only those buses that were in service that day
(either returning fromor going into service). For each bus
observed, we asked the bus operators to deploy the wheel chair
lifts on the buses. O the 200 buses observed, we found that
196 (98% of them had operabl e wheelchair lifts. During our
test to determ ne whether wheelchair Iifts on buses worked,
we al so tested the operators to ascertain whether they were
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able to deploy wheelchair lifts on the buses. O the 200
operators, 198 (99% of themwere able to operate the lifts.

To determ ne how | ong depots took to repair bus
wheel chair lift-related defects, we analyzed the actions in
response to bus wheelchair lift related defects entered into
Transit's conput er database, the Mai ntenance |Informtion
Di agnosti c Anal ysis System (M DAS), for July 2000. A total
of 1,905 wheelchair lift defects were reported at Transit's
18 depots. W conpared the date each defect was identified
and the date each defect was certified as being corrected,
and found that Transit took an average of 2.56 days to repair
wheel chair lift-related defects fromthe tine the defects
were identified.

At the end of the audit's fieldwrk, we discussed these
findings with an advocacy group for disabled persons. A
representative of the group corroborated our findings by
stating his inpression that bus service provided to
wheel chai r - bound passengers by Transit has inproved over the
years.

Because the audit found no significant problens with
Transit's mai ntenance of wheelchair [ifts on its buses, we
did not make any recommendations in the report. In its
response, Transit agreed with the audit's findings. Transit
st at ed:

"We are pleased with the City Conptroller's findings
concerni ng our wheelchair |ift maintenance and operating
practices. The report found that 98 percent of our
wheel chair lifts were operable and 99 percent of our bus
operators were proficient in its operation. This performance
coupled with the significant decline in the nunber of
wheel chair lift-related conplaints reflects the quality
service that New York City Transit provides to its
custoners. ™

Update: Not Applicable

kkkikkkkhkkkik*
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DEPARTMENT OF TRANSPORTATI ON ( DOT)

Followup Audit Report of the Internal Controls for the New
York City Departnment of Transportati on Queens Data Center

Audit # 7F01-075

Conmptroller’s Audit Library # 7159
| ssued: January 26, 2001

Monetary Effect: None

I nt roducti on

This followup audit determ ned whet her the Depart nent
of Transportation (DOT) inplenmented the 20 recomendati ons
made in the previous audit, entitled Audit Report of the
Internal Controls for the New York City Departnent of
Transportati on Queens Data Center (Audit # 7A 96-083, issued
on June 19, 1996), which evaluated the adequacy of the data
center’s physical security, program change control, conputer
operati ons, and backup/contingency plans to protect DOTI' s
conput er assets.

DOT is responsible for the nonitoring and novenent of
traffic within the City of New York. Additional DOT
functions include the servicing of Gty streets, highways,
bri dges, tunnels, ferry operations and street |ighting.

This report addresses our audit of the DOI data center
| ocated in Queens, New York. During the entrance conference,
DOT officials stated that their Conputer Services group has
noved to a new |l ocation in Manhattan. However, the Traffic
Managenent group still maintains the data center located in
Queens, and the group operates the Vehicular Traffic Control
System (VICS). VICS is used to nonitor traffic and contro
traffic lights.

Resul ts

O the 20 reconmendations in the prior report six were
fully inplenmented, three were partially inplenented, five
were no | onger applicable, and six were not inplenented.

The six reconmendations that were fully inpl enented
pertain to the following: (1) periodically reviewng the card
access file and reconciling all outstanding card keys in
accordance with DOT’s procedures; (2) periodically inspecting
the data center to ensure its cleanliness and safety; (3)
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changi ng user passwords every six nonths; (4) enhancing
formal system adm ni strator procedures and guidelines; (5)
requiring systemadmnistrators to nonitor and foll ow up on
any system access violations; (6) review ng and updati ng user
profiles and ensuring that special default privileges are
given only to staff needing these functions to performtheir
j obs.

The three recomendations that were partially
i npl enented pertain to: (1) inproving formal password
policies and procedures; (2) ensuring that passwords are
changed periodically, and that user sign-ons that becane
i nactive for a specific period of tine are
suspended/ di sabl ed; (3) installing a Fire-Suppression System
a Fire/Water-Detection System safety glass and posting "No
Snoki ng" si gns.

The six reconmendati ons that were not inplenented
pertain to the follow ng: (1) devel oping formal physical
security guidelines/procedures concerning the data center;

(2) inproving access control procedures by using sign-

on/ password request forns to request, authorize, and docunent
aut hori zed user access levels; (3) incorporating an automatic
time-out function; (4) restricting vendor renote nodem
access; (5) developing a formal disaster contingency plan;

(6) contracting with a private firmthat woul d provide

di saster recovery facilities, or establishing its own back-up
facility for data center operations at an off-site |ocation.

Accordingly, we repeat the 3 recommendati ons that were
only partially inplenmented and the 6 recomendati ons that
wer e not i npl enent ed.

In its response, DOT generally agreed with the audit’s
fi ndi ngs and recomendati ons.

Updat e

DOT reported that it has inplenented five
recomrendati ons and partially inplenented four
recomrendati ons, including the foll ow ng:

DOT has devel oped formal security guidelines and procedures
concerning the data center.

DOT has inproved access control procedures by using sign-on
password request forns.
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DOT has posted "No Snoki ng" signs to help reduce the risk of
fire.

DOT" s devel opnent of a facility for disaster recovery is a
maj or conponent of its network upgrade to W ndows 2000.

*kkkkkhkkkk*%

DEPARTMENT OF TRANSPORTATI ON ( DOT)

Fol lowup Audit of the Internal Controls of the New York Gty
Department of Transportation 40 Wrth Street Data Center

Audit # 7F01-150

Conptroller's Audit Library # 7249
| ssued: May 7, 2001

Monetary Effect: Not Applicable

I nt roducti on

This foll owup audit eval uated whether the New York City
Depart nent of Transportation (DOT) inplenmented the
recommendati ons made in an earlier audit report entitled
Audit Report of the Internal Controls for the New York City
Department of Transportation 40 Wrth Street Data Center
(Audit No. 7A97-064, issued April 4, 1997). The prior audit
reveal ed weaknesses in the DOT data center's internal
controls for physical security, access, conputer operations,
and di saster recovery.

Resul ts

This audit determ ned that of the 18 reconmendati ons
made in the prior audit, six have been inplenented, five have
been partially inplenmented, and six have not been
i npl enented, and one is no |onger applicable. DOT continues
to show weaknesses in all aspects of internal control.
Specifically, tine-out features are not inplenented on DOT' s
two pl atfornms¥%Banyan and W ndows NT. DOT does not require MS
security staff to record and nonitor system access
violations. The data center still does not have a disaster
conti ngency plan. DOT has not inplenented a dial-back
security feature that restricts the tinme of access for renote
di al -in users and does not have procedures for nonitoring
renote dial-in access to DOT's conputer networks, and for the
proactive nonitoring of systemviolations. In addition, DOT
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does not have a conplete listing of all conputer equipnent at
t he agency.

To address the issues that still exist, we nade 13
recomendati ons, including those below. DOl shoul d:

Install a video surveillance systeminside the data center

Install a cardkey access systemat the data center's
entrance.

| mpl enent tinme-out features for all mssion-critica
conput er applications.

Repl ace the data center's fire extinguishers with certified
nodel s.

Update DOT' s policies and procedures requiring system
admnistrators to review access violations and report any
such activities to nanagenent.

Set proper security features for renote dial-in users (i.e.
activate the dial-back function, restrict tinme of access,
etc.).

Update DOT's security procedures to ensure that renote dial -
in access privileges are disabled for users who are no

| onger associated with DOT, or who no | onger require renote-
access privil eges.

Conduct an annual inventory reconciliation of all conputer
equi pnent in MS custody and nai ntain an up-to-date
inventory of all conputer equipnent in MS custody.

DOT agreed with 11 of the 13 recommendati ons made in
this report. The two recomrendations wth which DOT
di sagreed concerned installing a cardkey access system and
i npl enenti ng proper security features for renote dial-in
users.

Updat e

DOT did not provide follow up information.

kkkikkkkhkkkik*
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DEPARTMENT OF TRANSPORTATI ON ( DOT)

Audit Report on the Departnent of Transportation's Standards
for Installing New Traffic Signals

Audit # EW1-079A

Conmptroller's Audit Library # 7281

| ssued: June 25, 2001

Monetary Effect: Potential Savings: $30, 500

I nt roducti on

The audit determ ned whet her DOT had appropriate
standards for reviewing new traffic signal requests and was
adhering to them In addition, the audit determ ned whet her
DOT is adhering to its goals of conpleting each signal review
within 12 weeks and installing approved signals within 6
nont hs. The audit reviewed the Departnent of
Transportation's (DOTl) standards and files for a sanple of 60
traffic signal requests received in fiscal year 2000, as wel |
as tinme frames associated wth reviews and installations for
all conpleted signal requests and installations initiated in
fiscal year 2000.

Resul ts

DOT applies appropriate engi neering techni ques and
standards that are based on variations of federal standards
contained in the Federal H ghway Adm nistration's Manual on
Uniform Traffic Control Devices. However, the particulars of
the standards are often unclear, and the standards are not
docunented in a conprehensive witten format. Nor did DOT' s
case files contain summaries to indicate why requests were
ei ther approved or deni ed.

DOT conducts internal reviews of denied requests at 6-
nonth intervals, but subsequent reviews are conducted by the
same group of engineers that nade the initial reviews. Qur
review of 20 deni ed requests determ ned, based on file
docunent ati on, that one of the requests should have been
approved.

According to the Mayor's Managenent Report (MVR) for

fiscal year 2000, the periods allowed for review and
installation are 12 weeks and 6 nonths, respectively.
However, DOT actually permits signal reviews to take
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approxi mately 13 weeks—+.e., 3 nonths—and installations to
take up to 7 nonths. Using DOT's standard of conpleting a
review within 3 nonths, reviews for 183 of 625 requests (29
percent) were conpleted |late by an average of approximately
22 days. However, using 12 weeks as the standard, 239 of 625
requests (38 percent) were conpleted |ate by an average of
approxi mately 25 days. Regarding signal installation, 28 of
71 cases (39 percent) exceeded the 6-nmonth installation
criterion by an average of approxi mtely 10 days. However,
using DOT's practice of allowng up to seven nonths as the
standard, only 2 of 71 installations (3 percent) were

conpl eted | ate.

DOT did not assess |iquidated danages for signals that
were installed |ate, even though it was permtted to do so by
its contract with the installation contractor. For 8 of 40
installed signals in our sanple, the contractor conpleted
installations after 45 days, which is the contractually
stipulated tine period for conpleting installation. The
total value of |iquidated danages for the 8 |ate
instal | ati ons was $30, 500.

Recommendati ons to DOT included that it:

Devel op a conprehensive set of witten standards that
descri be policies and procedures for review ng requests for
new traffic signals.

Provi de a sunmary sheet for each signal review describing
speci fic reasons why warrant (s) were or were not satisfied.

Requi re that both approved and deni ed requests be revi ened
by a supervi sor.

Ensure that the 6-nonth internal reviews of denied signa
requests are conducted by personnel other than the original
revi ewers.

Establish formal policies defining standards (and how
performance wi |l be measured agai nst them for conpleting
signal reviews in a given tinme period, and for installing
signals in a given tinme period after being approved. These
time periods should be stated in the Mayors Managenent
Report .

Either revise its installation requirenment contract to
reflect the agency's actual policy for assessing |iquidated
damages, or assess themas specified in the contract.
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DOT generally agreed with our findings and recommendati ons.

Updat e

DOT reported that it has inplenmented eight of the nine
recomrendati ons, including the foll ow ng:

DOT pl aces a sunmary sheet in each approval file that
includes all those with extenuating circunstances.

DOT has a target date for signal reviews of three nonths
fromthe date a study is logged in to the date signa
reviews are conpl et ed.

DOT has a standard for installing signals, installation
within six nmonths of the nonth signals are approved.

DOT has continued weekly neetings with Verizon since
Decenber 2001. DOT had di sconti nued neetings with Verizon
after Septenber 11'" because Verizon's offices were damaged
during the Wrld Trade Center attacks.

DOT has determ ned that nodification to its |iquidated
damages provision i s unnecessary.

*kkkkkkkk*k

DEPARTMENT OF TRANSPORTATI ON ( DOT)
Followup Audit of DOI's Installation and Mintenance of
Par ki ng Si gns

Audit # MIO1- 058F

Conptroller’s Audit Library # 7149

| ssued: Decenber 29, 2000

Monetary Effect: Unable to Determ ne

I nt roducti on

This foll owup audit determ ned whet her the Departnent
of Transportation (DOT) inplenented the five reconmendati ons
made in a previous audit, entitled Audit Report on the
Departnent of Transportation Installation and Mi ntenance of
Par ki ng Signs (Audit # MI97-086A, issued on June 26, 1997).

DOT is responsible for providing safe and efficient
novenent of pedestrian and vehicular traffic throughout New
York City s sidewal ks, streets, and hi ghways. This
responsi bility includes the naintenance of traffic signs.
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DOT’ s Borough Engi neers are responsi ble for overseeing the
mai nt enance of traffic signs in their respective boroughs.
Sign repairs and installations are perfornmed by DOT's Traffic
Devi ce Maintainers (TDMs) and private contractors. During
fiscal year 2000, TDMs and private contractors installed a
total of 129,698 parking and other traffic control signs

t hr oughout the five boroughs.

Results

This followup audit found that DOT has inplenented al
five reconmmendati ons that we nade in the previous audit and
i nproved its nai ntenance of parking signs. W found that DOT
has (1) established a tine standard for repairing parking
signs, (2) elimnated the backl og of parking sign-repair
orders and, (3) efficiently utilized State grants for the
installation of parking signs. W also found that data
recorded on the weekly productivity reports accurately
refl ected the work done by the borough engi neering offices.

To determ ne whether DOT was neeting its standard of 90
days for conpleting non-LPD work orders, we reviewed a sanple
of 100 conpl eted orders (20 from each borough) and determ ned
how long it took to conplete these orders, concluding that 95
(95% were conpleted within 90 days. These orders were
conpl eted an average of 27 days after they were generat ed.

To determ ne whether the data contained on the
productivity reports was accurate, we conpared data on the
nunber of work orders that were generated, conpleted, and on
backl og for July 2000 to data contai ned on DOI's conputer
dat abase called the Sign, Traffic, and Accident Term nal Use
System (STATUS) for the sane period. Qur review found that
the information contained on the productivity reports
accurately reflected the informati on contai ned on STATUS.

To determ ne whet her data contained on STATUS i s
accurate, we reviewed data contained on a sanple of 100 daily
work reports to determne whether it matched data that was
entered on STATUS. The daily work reports contai ned work
order nunbers and the dates that the orders were conpl eted.
We found that data entered on STATUS and the daily work
reports matched in 94 (94% of the 100 work orders revi ewed.

According to figures obtained fromthe Departnent of

Fi nance (DOF) for fiscal year 2000, efforts nade to reduce
t he backl og of parking sign work orders appear to have
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contributed to both a reduction in the nunber of parking sign
def enses and the anount of noney |lost by the Gty due to
parking fine dism ssals or reductions.

Because the audit found no significant problens with the
DOT" s oversight for the installation and mai ntenance of
par ki ng signs, we did not make any recommendations in the
report. In its response, DOT stated:

"The report indicated that the Departnent of
Transportation inplenented all five recommendations that were
made in the previous audit and inproved its mai ntenance of
parking signs. W concur with this conclusion."

Update: Not Applicable

kkhkkkkkkhkk*
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NEW YORK CI TY WATER BQARD

The New York Cty Water Board s Accounting Practices for Snall
Procurenent s

Audit # M301-143A

Conmptroller’s Audit Library # 7289
| ssued: June 28, 2001

Monetary Effect: None

I nt roducti on

The New York City Water Board (the Board) is a public
benefit corporation created by the State of New York in 1984.
The Water Board consists of seven nenbers who are appointed
by the Mayor for two-year terms. It is authorized to set
wat er and sewer rates, and to collect paynents to finance the
Cty' s water and sewer systens. The City’'s Departnent of
Envi ronnental Protection (DEP) operates and mai ntains those
systenms, and functions as the Board' s billing agent.

In fiscal year 2000, the Board s expense budget was
$1, 795, 000 for other-than-personal services. The Board does
not have a personal services budget—Board nenbers are paid
on a per diembasis and support staff are DEP enpl oyees,
private consultants, or workers provided through private
services. The Board made 267 expense fund purchases in fiscal
year 2000, totaling $1,636,910, of which $609, 033 was for 251
“smal | procurenents,” which are purchases of goods and
services costing $25,000 or |ess.

This audit determ ned whether the Board conplied with
the Conptroller’s Directives governing accounting practices
for small procurenents, and whether the paynents nmade to
vendors for small purchases of goods and services were
accurate and appropri ate.

Resul ts

The Board’ s accounting practices for small procurenents
generally conplied with applicable Conptroller’s Directives,
such as those relating to: (1) obtaining invoices for regular
purchases prior to paynent, (2) appropriately cal culating
total costs for paynent vouchers, and (3) obtaining required
signatures for paynent vouchers and checks.
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However, the audit identified some weaknesses in the
Board’ s accounting practices for small procurenments. The
Board di d not use purchase requisitions and infrequently used
purchase orders and receiving reports for its fiscal year
2000 purchases. In addition, the procurenent process provided
only a limted segregation of duties across the purchasing,
recei ving, and vouchering functions. Furthernore, the Board
di d not assign an enpl oyee who is i ndependent of the
adm nistration of the petty cash fund to conduct regular
reconciliations of the fund.

The audit nade six reconmendati ons, anong themthat the
Wat er Board: prepare purchase requisitions; consistently
prepare purchase orders and receiving reports; endeavor to
ensure an adequate segregation of duties anong the ordering,
recei ving, and paynent functions; and conduct regular
reconciliations of the petty cash fund.

The Water Board agreed with four of the six
recomendations. It questioned the need to devel op and use
purchase requisitions and stated that it was not able to
achi eve a conpl ete segregation of duties for its procurenent
process due to its snmall size.

Updat e

The Water Board reported that it is inplenenting the
recomendations that it agreed with, and wll also do its
best to ensure that at |east two or three people sign al
pur chase orders.

*kkkkkkkk*k
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DEPARTMENT OF YOUTH AND COMMUNI TY DEVELOPMENT ( DYCD)

Audit Report on the Procurenent and Monitoring of CPA Services
at the Departnent of Youth and Community Devel opnent

Audit # SQ01- 096A

Conmptroller's Audit Library # 7282

| ssued: June 25, 2001

Monetary Effect: Potential Savings: $13, 000

I nt roducti on

This audit evaluated DYCD s solicitation and award
practices for the procurenent of CPA audit services, and its
effectiveness in nonitoring those services.

In 1999, DYCD awarded six contracts totaling $365,896 to
six CPA firnms (one contract per CPAfirm for audits of 1,178
contracts with community-based organi zations (CBGs). There
were 622 audits covering fiscal year 1996 contracts and 556
covering fiscal year 1997 contracts. The CBO contract costs
that were audited total ed approximately $98 milli on.

Resul ts

DYCD started its RFP process to procure CPA services in
Novenmber 1998—+o00 late for audits covering FY' 96 and ' 97
contracts to be performed in a tinmely manner. As a result,
these audits were not perfornmed until 1999. Conptroller's
Ofice Directive #4, Delegate (Contract) Agency Encunbering
and Paynment Procedures requires such audits of del egate
agency contracts be "conpleted no later than two nonths after
the cl ose of the programyear."

DYCD conplied with the Procurenment Policy Board (PPB)
rul es concerning RFP content, solicitation of a sufficient
nunber of qualified CPA firms, and disclosure of the proposal
eval uation factors and their relative weight. However, the
RFP needs additional clarity and sone expansion to ensure
that proposing CPA firnms provide the information needed by
t he proposal evaluation team

Furthernore, the evaluators may have been inconsi stent
in their application of the evaluation factors. Cear
gui del i nes shoul d be devel oped for rating the CPA firns'
staff so that proposing CPA firms will submt information in
a consistent manner. |n addition, DYCD did not adequately
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docunent the process it followed in awarding the CPA
contracts. ACPAfirmw th a nore expensive proposal was
awar ded one audit |lot instead of another firmthat DYCD
consi dered of equivalent quality and that submtted a | ower
cost proposal. DYCD could have saved sone $13,000 had it
awarded the work to the | ess expensive firm

DYCD audits CBO contracts to ensure that granted funds
are appropriately expended. DYCD established a $10, 000 audit
threshol d anount for determ ning whether to conduct an audit.
An audit was called for if a CBO contract, or conbination of
contracts awarded to one CBO totalled or exceeded $10, 000.
Hence, the cost of nonitoring a CBO s expenditures by audit
may be excessive in relation to the amount of program fundi ng
the audit covers.

A review of 11 audit reports for 1996 and 1997 contracts
that had corresponding reports for the sanme CBOs covering the
previ ous year—+Fiscal year 1995—di sclosed that two | acked
any reference to the prior audit findings, as required by
GAGAS.

The audit made 18 reconmendati ons to DYCD. DYCD agreed
with all of them

Updat e

DYCD reported that it has inplemented all of the audit's
recomendati ons, including the foll ow ng:

DYCD devel oped and i ssued on Septenber 25, 2001 an RFP for
CPA services for its contracted agenci es.

DYCD, with the help of the Mayor's O fice of Contracts, has
significantly revised its rating guide for the RFP

DYCD s Agency Chief Contracting Oficer (ACCO has provided
training on the new rating guide.

DYCD wi | I conduct independent audits of contract agencies
with curmul ative fundi ng of $25, 000 and above.

DYCD has requested that the CPA firnms docunent any delays in
submtting audit reports by the specified deadlines.

DYCD has devel oped a new Audit Quide, which specifically
addresses the audit recomendati ons and details the audit
report format.

kkkikkkkhkkhk*k
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SECTION I

NON-GOVERNMENT AUDITS
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Clams

CLAI M5

During Fiscal year 2001, audit reports were issued on 15
clains totaling $10, 540,254 filed against the City. The
audit accepted amount for these 15 clains total ed $2, 128, 296.
This resulted in a potential cost avoi dance of $8,411, 958, as
shown bel ow

Total d ai m Anount $10, 540, 254
Less: Audited Accepted Anpunt $ 2,128, 296
Pot enti al Cost Avoi dance $ 8,411, 958*

*Not e: These cost avoi dance figures are only
“potential.” They are based on results of audits, which are
only the first step in the claimprocess. As clains are
further processed, and as they are concluded via settl enent
or lawsuits, the actual figures wll be different because of
other factors that need to be considered at other steps of
t he cl ai m process.

A listing of the 15 clains foll ows:
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AUDI T DATE CLAIM AUDI T D SPCSI TI A
NUMBER CLAI MANT | SSUED AMOUNT ACCEPTED SETTLEMENT
AMOUNT AMOUNT

FP0OO- 148A |Constr. Claim- [10/31/00 |* * *
Grace Industries

FPOO- 137A |Constr. Cdaim- (11/22/00 |* * *
Super b Cener al
Contracting, Co.

FPO1- 060A |O ai m - Abundant [08/23/00 |* * *
Li fe Agency

FPO1- 088A |Gl aim - Anerican [04/27/01 |* * *
Conput er
Machi nes

FPO1- 089A |d ai m - Broadway |10/ 06/ 00 |* * *
Toys, Inc.

FPO1-090A | aim- Central |[12/27/00 |* * *
Park Hi storical
Soci ety, Inc.

FPO1-107A | aim- Cistal |[10/13/00 |* * *
Li quor Cor p.

FPOO- 145A |G aim - Forward ([07/19/00 |* * *
Door

FPO1-171A [ aim- Jerrold |05/29/01 |* * *
Myer son, DDS

FPO1-114A [ aim - Jerry 02/ 08/ 01 |* * *
Kol ot ov - Met
Tek Co.

FPO1l- 108A |Gl aim - Menorial [02/16/01 |* * *
Sl oan Kettering
Hospi t al

FPO1l-147A |Caim- Mller 02/09/01 |* * *
Adverti sing,
I nc.

FPO1l- 164A | aim - Realty 04/ 04/ 01 |* * *
Cor p.
I nt erconti nent al

FPO1- 137A |G aim - Zusnman 02/ 26/ 01 |* * *
d/ b/ a Uni mech
Conput er s

FPO1- 162A |G ai m — Kai ser 6/ 13/01 |* * *
G oup, Inc.
FI SCAL YEAR 2001
TOTALS $10, 540, 254  |$2, 128, 296 |$8, 411, 958
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FRANCHI SE, CONCESSI ON, AND LEASE AUDI TS

Fr anchi se,

by entities,
2001 audits resulted in collecting actual

concessi on,
private organizations result
t he agreenents.

in revenues to the Cty,
City agencies that enter into such agreenents include the
Departnent of Parks and Recreation (DPR),
Technol ogy and Tel econmuni cations (Dol TT).
such as sports franchi ses and hotel s.

and the Departnent of

Qur audits eval uate the paynents nade
As shown bel ow, fisca
revenues totaling $1,218,501. Additiona

and | ease agreenents between various Gty agenci es and
based on fornulas defined in

I nf ormati on,

year

revenue can be collected if all audit reconmendati ons are foll owed.

Audi t Audi t Dat e Act ual Remai ni ng

Nunber Li brary |Agency/Title | ssued Revenue To|Potenti al

No. Dat e Revenue

FNO1- 062A|7179 EDC/ Aneri can Port 3/19/01 $0 $0
Services - 34'" &t
Hel i port

FMDO- 172A| 7143 Dol TT/Bell Atlantic 12/19/00 |$ 13,493 $0
Tel ephone Boot h
Adverti sing

FNO1- 132A|7270 Dol TT/ Cabl evi si on/ Brookl |6/21/01 $349, 484 $0
yn

FNO1- 133A|7271 Dol TT/ Cabl evi si on/ Bronx |6/21/01 $289, 777 $0

FLOO- 195A|7135 DPR/ Gol f Managenent 10/27/00 |$ 12,632 $0
Cor por ati on

FLO1- 118A| 7220 DPR/ Prospect Park Tennis (4/27/01 |$ 2,461 $0
G oup

FLO1- 119A| 7221 DPR/ Cceanvi ew Tenni s 4/ 27/01 |$ 5,415 $0
Centre

FNOO- 130A| 7124 DPR/ Li berty Products, 7/ 12/00 |$ 35, 000 $0
I nc.

FNOO- 141A|7121 DPR/ Mul | aly Park Tennis |7/6/00 $ 9,713 $0
G oup

FNOO- 142A| 7134 DPR/ Cr abhouse of 10/ 24/ 00 |$ 66, 106 $0
Dougl aston, |Inc.

FNOO- 191A| 7139 DPR/ KIJM Baysi de Mari na 11/29/00 |$ 3,921 $0

FNO1- 064A|7205 DPR'G o Art/Fairs, Inc. 4/ 11/ 01 $0 $0

FNO1- 065A( 7183 DPR/ 79'" Street Boat 3/23/01 [$ 14,479 [$0
Basi n Caf é

FNO1- 124A| 7253 DPR/City Ice 6/ 12/ 01 $0 $0
Sport s/ Fl ushi ng Meadows
I ce Skating Rink

FNO1- 144A|7268 DPR/A-1 EZ Parking, Inc. |6/20/01 $ 97, 240 $0

FNO1- 145A| 7252 DPR/Cty lce Sports/Abe |[6/12/01 |[$0 $0
Stark Ice Skating Rink

FNO1- 149A| 7295 DPR/ Yor k Avenue Tenni s 6/ 29/ 01 $318, 780 $0
G oup

FROO- 185A| 7258 DPR/ Fai rway Golf Course |6/12/01 $0 $0

FRO1- 091A|7243 DPR/ Pars & Strikes 6/ 4/ 01 $0 $0

TOTAL $1, 218, 501 [$0
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ECONOM C DEVELOPMENT CORPORPORATI ON ( EDC)

Audit Report on Anmerican Port Services, Inc. (34" st.
Hel i port) And Conpliance with Its Qperating License Agreenent

Cct ober 15, 1997 to June 30, 2000
Audit # FNO1- 062A

Conptroller's Audit Library # 7179
| ssued: March 19, 2001

Monetary Effect: None

I nt roducti on

On Cctober 15, 1997, the City, through the New York City
Econom ¢ Devel opnent Corporation (EDC), entered into an
“QOperation Agreenment” with Anerican Port Services, Inc.

(APSI) that required APSI to nmanage, operate, nmintain, and
repair the East 34'" Street Heliport (Heliport). For the first
120 days of the agreenent, APSI was required to pay the Gty
10 percent of its gross receipts or $16, 250 each quarter,

whi chever was | ess. Thereafter, APSI was required to pay the
City 10 percent of its gross receipts or $16, 250 each
quarter, whichever was greater. On March 5, 1998, EDC

nodi fied the paynent terns whereas APSI was only required to
pay the City the |lessor of 10 percent of its gross receipts
or $16, 250 each quarter until the conpletion of the
installation of an operating fuel delivery system

The agreenent also required that APSI maintain certain
| evel s of commercial aviation liability and other insurance
liability policies, with each policy namng the City as an
addi tional insured, and pay all required taxes.

This audit determ ned whet her APSI: naintai ned adequate
internal controls over the recording and reporting of its
gross receipts; properly reported all gross receipts
generated from Heli port operations, calcul ated and paid al
required fees due to the City on tine; and conplied with
certain non-revenue requirenents of its agreenent.

Resul ts

From Cct ober 15, 1997, to June 30, 2000, APSI reported
$2,331,550 in gross receipts and paid fees totaling $152, 492,
to the Gty—the mninmumfees required. However, the audit
reported weaknesses in APSI's revenue-reporting systemand in
its internal controls that prevented the auditors from
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verifying whether APSI reported all of its operating revenues
tothe Cty.

APS|'s records did not support the gross receipts it
reported to the City for the audit period. In addition, APSI
did not recognize its inconme consistently. Inconme was
recogni zed on APSI's books and records based on the accrual
basi s—at the tine the sale was nade—but incone was reported
on its gross receipts statenents to the City on the cash
basi s—when paynent was collected fromits custoners.
Furthernore, APSI did not provide supporting docunentation
for certain revenues reported to the Gty for the period
Oct ober 1997 through March 1998. Lastly, APSI did not have
adequat e segregation of duties over certain billing
functions.

APSI nai ntai ned the proper anounts and types of
I nsurance coverage. |In addition, APSI filed required tax
returns and paid its State and City taxes. However, the
audit could not confirmwhether APSI provided the Gty with a
security deposit for the use of the Heliport. Al though the
operating agreenent indicated that EDC applied APSI’s
security deposit fromthe recently closed 60" Street heliport
to the Heliport covered in this agreenent, no docunentation
was provided to support that APSI had, in fact, deposited
security with the Gty for the 60'" Street heliport.

The audit nade three recommendations to APSI, including
that its certified quarterly G- oss Receipts Statenents
accurately reflect the correct amount of revenue derived from
the operation of the 34'" Street Heliport; that it reconcile
its bank statenents to its books and records and reconcile
its books and records to the reported G oss Receipts
Statenents; and that it retain all necessary docunentation
for six years. The audit al so recommended that EDC anend the
agreenent to include a security deposit, and ensure that the
amount determined is deposited with the Conptroller’s Ofice.

Updat e

APSI officials agreed with the audit and reported that
corrective actions have been taken to ensure that the
recomendations are i nplenmented. EDC officials reported that
security is determ ned on a case-by-case basis, and a
security deposit for this tenant was not necessary.

kkkkkkkkk*%x
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DEPARTMENT OF | NFORVATI ON TECHNOLOGY AND TELECOMMUNI CATI ONS
(DA TT)

Audit Report on the Franchise Fees Due From New York Tel ephone
Conpany for Advertising Revenue; January 1, 1999 through
Decenber 31, 1999

Audit #FMDO-172A

Conptroller's Audit Library # 7143

| ssued: Decenber 20, 2000

Monetary Effect: Actual Revenue: $13, 493

I nt roducti on

This audit determ ned whet her New York Tel ephone Conpany
(Verizon) and its “nedia representative”, Transportation
Di spl ays Incorporated (TDI), accurately reported al
advertising revenue, properly calculated its franchise fee,
and conplied with certain non-revenue provisions within in
its franchi se agreenent. This audit covered the period
January 1, 1999, to Decenber 31, 1999.

Verizon through TDI has the right to provide
adverti sement on tel ephone booths throughout the Gty under a
franchi se agreenent with the Departnent of Infornmation
Technol ogy and Tel ecommuni cations (Dol TT). TDI is
responsi ble for selling advertising space, maintaining
advertising displays, billing and collecting adverti sing
revenues, and paying the Cty 26 percent of gross
adverti senent revenues |ess conm ssion paid to advertising
agenci es.

Resul ts

Veri zon and TDI substantially conplied with the
advertising terms and conditions of the franchi se agreenent
during the audit period. |In addition, TDl naintained the
required $1.1 nmillion in liability insurance.

However, $51,896 in revenue from “m scel | aneous

billings” was not reported to the City. As a result, Verizon
owed the City $13,493 (26 percent of $51,896) in additional
franchi se fees for cal endar year 1999. |In addition, Verizon

did not increase the security deposit from $500,000 to
approximately 2.4 mllion due under the current agreenent,
whi ch went into effect on Septenber 30, 1999.
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The audit nade the foll owi ng recormmendati ons:
Verizon shoul d:

Remt a check for $13,493 to the New York City Departnent of
Fi nance for additional franchise fees.

Ensure that TDI includes all advertising revenue in its
guarterly reports and franchi se fee cal cul ati ons.

Remt a security deposit to the City, in accordance with the
franchi se agreenent.

Dol | T shoul d:

Ensure that Verizon conplies with the report’s
reconmendat i ons.

Verizon, TDI and Dol TT officials agreed with the

report’s findings and recommendations. |In fact, on Decenber
11, 2000, Verizon remtted a check for $13,493 and a letter
of credit for $2.4 mllion, in accordance with the report’s
reconmendati ons.

Updat e

Dol TT reported that all of the recommendati ons have been
i npl enented. Dol TT ensures that TDl includes all advertising
revenues in its quarterly reports and franchi se fee
cal cul ati ons.

*kkkkkkkkk*k

DEPARTMENT OF | NFORVATI ON TECHNOLOGY AND TELECOMMUNI CATI ONS
(DATT)

Audit Report on the Franchi se Fees Due from Cabl evi si on Systens
New York City Corporation for Brooklyn and Conpliance with Its
Franchi se Agreenent

Audi t #FNO1l- 132A

Conptroller's Audit Library # 7270

| ssued: June 21, 2001

Monetary Effect: Actual Revenue: $349, 484
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I nt roducti on

In 1998, the City of New York, through its Departnent of
I nformati on Technol ogy and Tel econmuni cati ons, and
Cabl evi sion Systens New York City Corporation for Brooklyn
(Cabl evi si on/ Brookl yn) entered into a 10-year, non-exclusive
franchise to operate a cable television systemw thin the
Bor ough of Brooklyn. The agreenent requires that
Cabl evi si on/ Brookl yn pay the City five percent of its annua
gross revenues |l ess the mandatory paynents that
Cabl evi si on/ Brookl yn makes to the New York State Conmi ssion
on Cable Television; carry a $50 m|lion conbi ned i nsurance
policy; maintain a security fund deposit of $4,380,000 with
the City Comptroller's Ofice; and provide $4.60 per
subscri ber annually to the Conmunity Access Organization
(CAO) .

The audit's objectives were to determ ne whet her
Cabl evi si on mai nt ai ned adequate internal controls over the
recording and the reporting of its gross operating revenue;
reported, accurately, its total gross revenue, and cal cul ated
and paid the appropriate franchise fees due, to the Gty,
payi ng these franchise fees on tinme; and conplied with the
other major requirenents of its franchi se agreenent.

Resul ts

For the audit period January 1, 1998, through Decenber
31, 2000, Cabl evision/Brooklyn reported gross revenues
totaling $504.8 nillion, and paid the City $24.5 nillion in
franchi se fees. Cabl evision/Brooklyn generally adhered to the
provisions of its franchise agreenent; it fairly stated its
reported financial data to the City; and its correspondi ng
franchise fees were paid in conpliance with the terns of the
franchi se agreenment. |In addition, Cablevision/Brooklyn had an
adequate system of internal controls over its revenue
collection and its reporting functions, and conplied with
certain non-revenue requirenments in its agreenent. However,
Cabl evi si on/ Brookl yn did not report $6,572,309 in revenues on
its Quarterly Gross Revenue Statenents, and owed the City
$349,484 in additional franchise fees and cal cul at ed
interest, which Cablevision paid after it received the draft
report.

Cabl evi si on/ Brookl yn conplied with the remaining terns

and conditions of its franchise agreenent i.e., it had proper
I nsurance coverage, and nmade the required contributions to
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the New York State Public Service Conm ssion and to the
Communi ty Access Organi zation.

The audit recommended that Cabl evi sion/Brooklyn include
all reportable revenue on its gross revenue statenents to the
Cty.

In response, both Cabl evision and DO TT responded t hat
they agreed with the audit's findings and recomendati ons.

Updat e

Cabl evi sion reported that since the audit it has
included all reportable revenue on its gross revenue
statenments to the City.

kkhkkkkkkhkk*

DEPARTMENT OF | NFORVATI ON TECHNOLOGY AND TELECOMMUNI CATI ONS
(DATT)

Audit Report on the Franchi se Fees Due from Cabl evi sion Systens
New York Gty Corporation for the Bronx and Conpliance with Its
Franchi se Agreenent January 1, 1998, to Decenber 31, 2000

Audit #FNO1l- 133A

Conptroller's Audit Library # 7271

| ssued: June 21, 2001

Monetary Effect: Actual Revenue: $289, 777

I nt roducti on

In 1998, the City of New York, through the Departnent of
I nformati on Technol ogy and Tel econmuni cations (DA TT), and
Cabl evi si on Systens New York City Corporation for the Bronx
(Cabl evi si on/ Bronx) entered into a 10-year, non-excl usive
franchise to operate a cable television systemw thin the
Bor ough of the Bronx. The agreenment requires that
Cabl evi sion/ Bronx pay the City five percent of its annual
gross revenues |l ess the mandatory paynents that
Cabl evi si on/ Bronx nmakes to the New York State Conmi ssion on
Cabl e Television; carry a $50 mllion conbined insurance
policy; maintain a security fund deposit of $3,120,000 with
the City Conptroller's Ofice; and provide $4.73 per
subscriber annually to the Community Access Organi zation
(CAO) .
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This audit's objectives were to determ ne whet her
Cabl evi si on nmai nt ai ned adequate internal controls over the
recording and the reporting of its gross operating revenue;
reported accurately its total gross revenue, and cal cul ated
and paid the appropriate franchise fees due, to the Cty,
payi ng these fees on tine; and conplied with the other nmgjor
requirenents of its franchise agreenent.

Results

For the audit period January 1, 1998, to Decenber 31,
2000, Cabl evi sion/Bronx reported gross revenues totaling
$482.4 million, paying the City $23.4 mllion in franchise
fees. Cabl evision/Bronx generally adhered to the provisions
of its franchise agreenent; it fairly stated its reported
financial data to the City; and its correspondi ng franchi se
fees were paid in conpliance with the terns of the franchise
agreenent. In addition, Cablevision/Bronx had an adequate
system of internal controls over its revenue collection and
reporting functions, and conplied with certain non-revenue
requirenents in its agreenent. However, Cabl evision/Bronx did
not report $5,456,617 in revenues on its Quarterly G oss
Revenue Statenents, and owed the Gty $289, 777 in additiona
franchise fees and cal cul ated interest, which Cabl evision
paid after it received the draft report.

Cabl evi si on/ Bronx conplied with the renmaining terns and
conditions of its franchise agreenent, i.e., it had proper
I nsurance coverage and nmade the required contributions to the
New York State Public Service Comm ssion and the Community
Access Organi zation.

The audit recomended that Cabl evi si on/Bronx include al
reportabl e revenue on its gross revenue statenents to the
City.

In response, both Cabl evision and DO TT i ndi cated t hat
they agreed with the audit's findings and recomendati ons.

Updat e

Cabl evi sion reported that since the audit it has
included all reportable revenue on its gross revenue
statenments to the City.

kkhkkkkkkhkk*
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DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on the License Fees Due From CGolf Managenent
Cor poration and Conpliance with Its License Agreenent

Audit # FLOO-195A

Comptroller's Audit Library # 7135

| ssued: Cctober 27, 2000

Monetary Effect: Actual Revenue: $12, 632

I nt roducti on

On July 26, 1985, the Departnent of Parks and Recreation
(Parks) granted Gol f Managenent Corporation (GWC) a ten-year
license to operate the Marine Park Golf Course, pro-shop and
snack bar, in Brooklyn. The license included two five-year
renewal options, which were exercised by GMC. The |icense
requires that GMC pay the City 11.5 percent of gross receipts
fromgreen fees and food and beverage sales plus 5 percent of
pro-shop sales or a mni mum annual fee totaling $90, 000
during cal endar year 1999.

This audit determ ned whet her GVC nai nt ai ned adequate
internal controls over the recording and the reporting of
gross revenues; cal culated and properly paid its fees on
time; conplied with the other major requirenents of its
| icense agreenent (e.g., paid its utility charges and
mai nt ai ned proper insurance coverage.) GMC reported to Parks
gross receipts totaling $7,082,946 for the period, January 1,
1996, through June 30, 2000, and paid the City $777,880 in
i cense fees.

Resul ts

GVC had adequate internal controls over the recording
and reporting of revenue. Thus, GWC generally adhered to the
provisions of its |license agreenent, fairly reported its
revenue to the City, and its fees were accurate and paid on
tinme. In addition, GMC paid its utility charges on tine,
mai nt ai ned proper insurance coverage, and nmaintained the
required security deposit with the Cty. However, GVC did
not report $71,535 in rent it received fromvarious snack bar
operators over the past four years on the G oss Receipts
Statenents it submtted to Parks. As a result, GMC owes the
City $12, 632.
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In addition, a sub-licensee of GVC, which operates a
snack bar at the golf course, did not maintain adequate
records of revenue derived fromfood and beverage sal es
generated fromgolf outings. Consequently, it could not be
confirmed whether all revenue fromthese events was reported
to the Gty and whet her appropriate fees were paid.

The audit recommended that GVC pay the Gty $12,632 for
underreported gross revenues, ensure that all rent received
fromany sub-licensee is reported to Parks and that
appropriate fees are paid, indicate on its contracts for golf
outi ngs whether food and beverages will be served, and ensure
that the sub-licensee enters into formal agreenents with golf
outing organi zers specifying the services to be provided and
t he anmount char ged.

As a result of our audit, DPR issued a “Notice to Cure”
to GMC for $12,632 and required GMC to conply with the
recommendations in the report.

Updat e

DPR reported that GVC submitted a check of $12,632 to
DPR on Novenber 13, 2000 as paynent for the audit assessnent,
and has inplenented the remaining audit reconendati ons.

*kkkkkkhkkkk*k

DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on the License Fees Due from Prospect Park Tennis
G oup, Inc.,and Conpliance with its License Agreenent; Cctober
1, 1997, to June 30, 2000

Audit # FLO1-118A

Conptroller's Audit Library # 7220

| ssued: April 27, 2001

Monetary Effect: Actual Revenue: $2,461

I nt roducti on

This audit determ ned whet her Prospect Park Tennis G oup,
Inc., (Prospect) nmintained adequate internal controls over
the recording and reporting of gross receipts for the tennis
facility; calculated and properly paid on tine its fees due
tothe City; and conplied with the major requirenents of its
| i cense agreenent. Prospect reported to the Departnent of
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Par ks and Recreation (Parks) gross receipts totaling
$1, 177,661, for the period October 1, 1997, through June 30,
2000, and paid the City $255,881 in license fees.

Results

Prospect did not have adequate internal controls over
the recording and reporting of gross receipts. Nor did
Prospect provide conplete financial records supporting the
anounts that it reported to Parks. As a result, it could not
be determ ned whether Prospect accurately reported its gross
recei pts and paid all required fees to the City.
Nevert hel ess, based on the avail able records, the audit
det erm ned that Prospect owes the City $2,461 in additional
i cense fees.

In addition, the audit found that Prospect paid its
utility charges on tinme, maintained proper insurance
coverage, and maintained the required security deposit with
the Gty. However, Prospect has no water neter and,
therefore has not been billed for water use fromthe
inception of the license. Furthernore, Prospect has not
constructed the new cl ubhouse which, according to the
i cense, was schedul ed to be conpleted by Decenber 31, 1998.
According to Prospect officials, the delay resulted from
probl ens in obtaining Parks' approval of the architectural
pl ans. Parks' officials state they approved the architectural
pl ans, and have submtted themto the Cty's Art Conmm ssion
for approval.

The audit reconmended that Prospect pay the Gty $2,461
for underreported gross receipts identified in this report,
correct all control weaknesses, conplete all capital
i nprovenents at the facility, and contact DEP and arrange for
the installation of a water nmeter. 1In addition, the audit
recommended that Parks issue a Notice to Cure to Prospect
requiring it to inplenment the above recomrendati ons.

Oficials fromboth Prospect and Parks agreed with the
audits' findings and recomendati ons.

Updat e

Parks reported that it issued A Notice to Cure on Apri
24, 2001, to which Prospect did not respond. On July 13,
2001, Parks issued a Notice of Term nation. Parks
conditionally reinstated the license on July 19, 2001,
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contingent upon Prospect's paynent of the outstandi ng bal ance
and the installation of a water neter by July 31, 2001.
Prospect paid the outstandi ng bal ance of $2,461 on that date.
However, the water meter has not yet been installed, because
DEP has a problemw th the installation of the water neter at
atrailer site rather than in the building. The Parks
Revenue Department will work with DEP to help resolve this

i ssue. Parks will also schedule a followup review to ensure
Prospect's conpliance with the remai ni ng recomendati ons.

kkkikkkkikkkik*

DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on the License Fees Due from Cceanview Tennis
Centre, Inc. and Conpliance with Its License Agreenment Cctober
1, 1997 to June 30, 2000

Audit # FLO1-119A

Conptroller's Audit Library # 7221

| ssued: April 26, 2001

Monetary Effect: Actual Revenue: $5,415

I nt roducti on

This audit determ ned whet her Cceanview Tennis Centre,
Inc. (Cceanview) maintained adequate internal controls over
the recording and the reporting of gross receipts for the
tennis facility; calculated and properly paid, on tine, its
fees due to the City; and conplied with the major
requi renents of its license agreenent. For the period Cctober
1, 1997 through June 30, 2000, Cceanview reported total gross
recei pts amounting to $1,588,474 and paid |license fees
amounting to $211,897 to the City.

Resul ts

The audit found that Oceanvi ew did not have adequate
internal controls over the recording and reporting of gross
receipts. As aresult, it could not be determ ned whet her
Cceanvi ew accurately reported its gross receipts and paid al
required fees to the City. Neverthel ess, based on the
avai | abl e records, the audit found that Oceanvi ew
underreported its gross receipts by $37,189 for the period
May 1999 through April 2000. As a result, Cceanview owes the
City $4,463 in additional |icense fees.
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In addition, the audit found that Cceanview paid its
utility charges on tine, maintained proper insurance
coverage, and nmaintained the required security deposit with
the City. However, Cceanview has not paid for its water and
sewer usage. It should be noted that Cceanview s water bills
were m stakenly sent to the Departnent of Parks and
Recreation (Parks) since the inception of the |icense.
Nevert hel ess, Cceanview indicated that it will pay the City
$952, which represents the full anmount due. Finally,
Cceanvi ew did not obtain Parks' approval for its two sub-
| icense agreenents, as required by its agreenent.

The audit recommended that Cceanview pay the City $4, 463
for underreported gross receipts identified in this report,
pay the $952 in unpaid water and sewer charges, correct al
control weaknesses, and obtain prior approval from Parks on
all sub-license agreenents. Lastly, the audit recomended
that Parks issue a “Notice to Cure” to Oceanview requiring
that it inplenent the audit's reconmendati ons.

Oficials from both Cceanvi ew and Parks agreed to
i npl enent the audit's recommendati ons. However, Cceanview
t ook except to our cal culation of unreported revenue.

Updat e

Parks reported that it issued a Notice to Cure on Apri
24, 2001, to which Qceanview did not respond. On July 13,
2001, Parks issued a Notice of Term nation. On July 18,
2001, Parks reinstated the |license because Cceanvi ew paid the
$4,463 in additional assessed |license fees and the $952
covering outstandi ng water and sewer charges. Parks w |
schedule a followup review to ensure Cceanview s conpliance
with the remaini ng recommendati ons.

kkkikkkkhkkhk*k

DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on Permt Fees Due fromLiberty Products, Inc. and
Conpliance with Its License Agreenent January 1, 1997, to
Decenber 31, 1999

Audit # FNOO- 130A

Conptroller's Audit Library # 7124

I ssued: July 12, 2000

Monetary Effect: Actual Revenue: $35, 000
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I nt roducti on

In 1994, the City through the Departnment of Parks and
Recreation (DPR) awarded Liberty Products, Inc. (Liberty) a
permt to operate two snack bars at the Water Conservatory in
Central Park through 2001. The permt requires Liberty to pay
the City the greater of a mninmum annual fee of $104, 295 for
year-1 to $139,765 for year-7, or a percentage of its gross
revenue—from 20 percent for year-1 to 26 percent for year-7.
Liberty is also required to expend $94,000 to renovate its
larger facility; maintain a m nimum of $500, 000 of Wbrkers’
Conpensation, liability, and property damage insurance
policies, which names the City of New York as an additiona
insured party; include a food-and-beverage rider; names the
City as "sole party insured" on its fire and extended-
coverage policy; maintain a security deposit of $35,000 with
the City; and pay its taxes and utilities.

This audit determ ned whether Liberty maintained
adequate internal controls over its recording, reporting, and
paynment of fees; properly reported total gross revenues,
accurately calcul ated pernmt fees due to the Cty, and paid
those fees on tine; and conplied with certain non-revenue
requirements of its permt. From January 1, 1997, through
Decenber 31, 1999, Liberty reported $909, 269 in revenue, and
paid the City the required m ninum fees totaling $380,614 and
$7,125 in late fees and interest.

Resul ts

There were weaknesses in Liberty's processing and
recording of its revenues necessary to provide reasonabl e
assurance that Liberty reported all of its gross revenues and
paid the appropriate fees to the City. Liberty could not
provi de the basic accounting records needed to track its day-
t o-day busi ness transactions, which woul d have i ncl uded
current financial statenents, trial bal ances, general
| edgers, cash receipts journals, inventory records, or the
correspondi ng supporting evidence—eash regi ster tapes,
original invoices, bank statenments, invoices, or purchase
recei pts. Liberty also | acked essential internal controls
over its cash receipts through not adequately safe-guarding
its cash, not properly segregating its enployees' duties, and
not adequately maintaining security at its facilities.

Mor eover, Liberty did not conply with permt requirenents
that related to capital inprovenments, proper insurance
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coverage, paying for its water and sewer usage, and obtaining
the required Departnment of Health |icenses.

Furt hernore, nmany unsafe and unsanitary conditions were
found at Liberty's two snack bars. The nost serious
conditions included m ce droppings on the counters and
wor kspace areas at the small snack bar, and exposed
el ectrical wires and a large hole in the roof at the |arge
snack bar. \Wen these conditions were still not corrected
after four follow up observations, the New York City
Departnment of Health (DOH) was asked by the auditors to
conduct an inspection. DOH issued a Notice of Violation and
Departnmental Order that ordered Liberty to close its
establ i shnent imediately. DOH s inspection report listed 15
specific unsanitary conditions that resulted in 9 violations
and 6 admi nistrative violations for toxic chemcals stored in
the food preparation area, food not protected from
contam nates, verm n droppings, operating w thout a valid DCH
permt and not having a valid "Food Protection Certificate."

During the three-year audit period, DPR sent Liberty
nore than 40 Notices To Cure to correct its problens: 22 were
for past-due gross receipts statenments or related fees; the
remai ning Notices To Cure pertained to unsanitary restroom
facilities, not making the required capital inprovenents, and
not mai ntai ni ng adequate controls over gross receipts and
inventory. Still, Liberty paidits fees |late and decided to
ignore DPR s Notices To Cure and to take the necessary
corrective action. Therefore, given the disnmal sanitary
conditions observed, Liberty's failure to conply with past
DPR s Notices To Cure, and Liberty's near-total absence of
internal controls, the audit recomrended that DPR term nate
Li berty's permit and use Liberty's $35,000 security deposit
to pay for its water and sewer usage and for other
out st andi ng paynents.

Li berty's owner responded that he disagreed with the
audit, stating that the findings were one-sided. However, he
did not provide any detail ed explanation or docunentation to
di sprove the audit findings. |In contrast, DPR agreed with
the findings and reconmendations in the audit report, stating
that it had issued a Notice of Term nation, effective June
15, 2000, and that it would seize Liberty's $35,000 security
deposi t.
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Updat e

DPR reported that on July 15, 2000 it term nated
Li berty's permt to operate and on July 16, 2000 it seized
the security deposit of $35, 000.

kkkikkkkikkkik*

DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on the License Fees Due from Miullaly Park Tennis
Goup, Inc., and Conpliance with Its License Agreenent My 1,
1997, to Septenber 30, 1999

Audit # FNOO- 141A

Conptroller's Audit Library # 7121

| ssued: July 7, 2000

Monetary Effect: Actual Revenue: $9,713

I nt roducti on

In 1997, the City's Departnment of Parks and Recreation
(DPR) entered into an agreenent with the Miullaly Park Tennis
Goup, Inc. (Miullaly), to provide the public with an i ndoor
tennis facility and parking for a m ni num of 90 passenger
vehicles in Miullaly Park in the Bronx. Miullaly is required to
pay the City the greater of a m ninmum annual fee begi nning at
$62, 400, which escal ates each year to $121, 000 for year- 10,
or an annual percentage of 10 percent of gross receipts
derived fromits operation. Millaly was also required to
comrit and docunent $320,000 for capital inprovenents to
ei ther refurbish the existing clubhouse or construct a new
cl ubhouse at the facility; carry a $1 mllion liability
policy and a separate $1 million autonobile insurance policy
that nanmes the City as an additional insured party; naintain
a $30, 250 security deposit; and pay all required taxes and
utility charges.

This audit determ ned whether Millaly naintained
adequate internal controls over the recording and the
reporting of its gross receipts; reported the gross receipts
generated fromits operations accurately and paid the
appropriate fees to the City on tine; and conplied with
certain non-revenue-related requirenents of its agreenent.
For the period May 1, 1997, through Septenber 30, 1999,
Miullaly reported $1, 272,487 in revenue, and paid the City
$145,471 in license and |ate fees and $3,200 in design fees.
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Resul ts

Mul I aly nmade i nappropriate and unal | owabl e deducti ons
fromits gross revenues on its "Sales by Item Summary"”
reports, and did not maintain adequate docunentation to
support the revenue fromits parking |lot and vendi ng nmachi ne
operations. This made it difficult to determ ne whether
Mul l aly reported all of gross revenues and paid appropriate
fees. In addition, Mullaly failed to include revenue totaling
$258, 107 on the gross revenue statenments that it submtted to
DPR for the period May 1, 1997, to Septenber 30, 1999, which
resulted in Mullaly owing the City $9,713 in additional fees
and interest.

Furthernore, Mullaly’ s books and tax records for 1997
and 1998 could not be reconciled to the anounts reported on
its gross revenue statements submtted to DPR;, Mullaly’s
nonthly "Sal es by Item Summary" reports could not be
reconciled to its general |edgers, cash slips, or the anmounts
reported on its gross revenue statenments submtted to DPR,
and Mullaly did not use a cash register to record and t ot al
i ndi vidual sales for all of its business transactions.

Mul al y's capital inprovenent records submitted to DPR
indicated that Mullaly conpleted its required m ni num capital
i mprovenments of $320, 000. However, many checks—+total i ng
$194, 000—were payable to cash and could not be matched to
correspondi ng invoices. In addition, Millaly could not
provi de proof of proper autonobile insurance coverage, and
has not paid for its water and sewer usage, as required by
its license agreenent, since it began its operations. DPR
contacted the City's Departnent of Environnental Protection
(DEP) and according to DPR, DEP will investigate this matter
and ensure that Mullaly is billed for any outstandi ng
char ges.

Furthernore, Mullaly did not submt to DPR summary
reports of gross revenues for its 1997-1998 and 1998- 1999
operating years wthin 45 days after the close of its season,
as required by its license agreenent. Finally, Millaly used
three tennis courts for baseball parking w thout prior
written approval from DPR

Among the maj or reconmendations in the audit were that

Mul laly Park Tennis Goup, Inc. pay the City $9,713 in
additional |icense fees and interest due, include al
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reportabl e revenue on its gross revenue statenents to the
Cty, and calculate its fees due to the City accurately;
ensure that the gross revenue reported on its nonthly
statenments to DPR can be reconciled to its books and records;
use a conputerized cash register to record all business
transactions; maintain adequate records for its parking and
vendi ng machi ne revenue and the required annual $1 million
aut onobi | e i nsurance coverage that names the Gty as an

addi tional insured party; and nake arrangenents with DEP to
pay the City for its water and sewer usage.

The audit al so recommended that DPR officials ensure
that Mullaly pay the Gty $9,713, and conply with the
report's recommendati ons. Both Mullaly and DPR agreed with
the audit findings and recommendati ons.

Updat e

DPR reported that it issued a Notice to Cure on June 14,
2000, and on August 1, 2000, to Mullaly to conply with the

audit's recommendations. |In response to the second Notice to
Cure, Mullaly submtted a check on August 10, 2000, for
$9, 713 as paynment to the additional l|icense fees and interest

due. In addition, Miullaly delivered a letter to DPR
addressing the inplenentation of the audit's reconmendati ons.
DPR conducted a foll owup audit and determ ned that nobst of
the audit's recommendati ons have been inpl enent ed.

kkkikkkkikkhk*k

DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on License Fees Due from Crabhouse of Dougl aston
Inc., d.b.a. Douglaston Manor, and Conpliance with Its License
Agr eenment

Audit # FNOO- 142A

Conptroller's Audit Library # 7134

| ssued: Cctober 25, 2000

Monetary Effect: Actual Revenue: $66, 106

I nt roducti on

In 1984, the City's Departnment of Parks and Recreation
(DPR) entered into a |license agreenent with Crabhouse of
Dougl aston, Inc., d.b.a. Douglaston Manor, to operate a
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restaurant, catering facility, and snack bar at the

Dougl aston Park Golf Course in Queens. Dougl aston Manor was
required to pay the Gty the greater of a m ninum annual fee
of $50,000, or 9 percent of the gross receipts derived from
the operation of the restaurant and catering facility, and
the greater of a m nimum annual fee of $8,000, or 9 percent
of the gross receipts fromtotal sales at the snack bar

This audit determ ned whet her Dougl ast on Manor
mai nt ai ned adequate internal controls over the recording and
reporting of its gross receipts; properly reported its gross
recei pts, and correctly calculated and paid its |license fees
due to the Cty when due; and conplied with certain non-
revenue-rel ated requirements of its |license agreenment. For
the period, November 1, 1995, through Cctober 31, 1999,
Dougl ast on Manor reported gross receipts totaling $6, 975, 242
and paid license fees totaling $627,735 to the City.

Resul ts

Dougl aston Manor violated its |icense agreenent by not
reporting to DPR an estimated $47, 660 of revenue earned
during April 2000. This occurred because Dougl aston Manor
circunvented its internal control systens, designed to ensure
that all revenue is accurately recorded on its books and
reported to the Gity.

Specifically, the audit found that although Dougl aston
Manor's conputerized point-of-sales systemhad the
appropriate controls in place to accurately nonitor the flow
of revenue generated by the operation of the restaurant, it
circunvented these controls by using two stand-al one cash
regi sters that were not integrated into the conputerized
systemat its Wednesday and Friday dance events. In addition,
Dougl ast on Manor did not report to DPR revenue from adni ssion
and coat-check fees collected during the dance events.
Consequent |y, Douglaston Manor failed to report an estimated
$25, 345 from adm ssions recei pts, coat-check revenue, and
certain food and beverage sales in April 2000.

Dougl aston Manor al so circunmvented its procedures for
recordi ng banquet reservations, contracts, and paynents. As a
result, Douglaston Manor failed to report revenue totaling
$22,315 that it received fromcertain banquets that were held
in April 2000.
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I n addition, Douglaston Manor did not consistently issue
pre- nunbered guest checks in a sequential and systematic
order, which resulted in m ssing guest checks. This problem
which was raised in a prior Conptroller's audit (issued in
1996), prevented the auditors fromverifying whether al
restaurant receipts were recorded on the books and reported
to DPR

Final |y, Dougl aston Manor owed the City $129,241 in
out st andi ng water and sewer charges, and $1,345 for its share
of the costs to repair Douglaston Manor's roof.

Based on the audit's findings that Dougl aston Manor
violated its |icense agreenment by intentionally circunventing
its internal controls and concealing revenue fromthe City,
the audit recomended that DPR not renew its agreenent with
Dougl ast on Manor, which expired on October 31, 2000.

Addi tionally, DPR should closely nonitor Dougl aston Manor’s
operations through the renmai nder of the contract period to
ensure that the appropriate fees are paid. In the interim
the report recommended that DPR issue a “Notice to Cure” to
Dougl aston Manor requiring that it pay the outstandi ng water
and sewer charges, the unpaid bal ance of the charges for roof
repairs, and an anount for past underreported revenues, based
on estimates in the report.

Dougl ast on Manor disagreed with the audit's findings and
responded that it did not violate its agreenent and that it
did not fail to report receipts. However, Dougl aston Manor
di d not provi de adequate docunentation to support its
position. Furthernore, Dougl aston Manor diagreed that it owed
$129, 241 for water and sewer charges. Nevert hel ess,

Dougl aston Manor entered into an install nent agreement wth
the City's Departnent of Environnental Protection to pay the
full armount due.

DPR responded that it issued a “Notice to Cure” to
Dougl aston Manor requiring it to pay $6,685 to cover the
additional l|license fees owed on unreported revenue for Apri
to July 2000 and Dougl aston Manor’s renmai ning bal ance for its
share of roof repairs.

Updat e

DPR reported that on Septenber 22, 2000 DPR rei ssued the
Request For Proposals to operate Dougl aston Manor. Dougl aston
Manor continued to operate under a tenporary permt until
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Decenber 31, 2000, and was closely nonitored by DPR to ensure
that the recommendati ons were inpl enent ed. DPR di d not
renew Dougl aston Manor's permt. On January 1, 2001,

Dougl aston Manor International, a new concession, took over
the operations. Before relinquishing its permt, Douglaston
Manor paid the City $66,106 in additional |icense and water
use fees.

R I S I

DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on License Fees Due From KIJM Marina, Inc., and
Conpliance Wth |Its License Agreenent January 1, 1994 to
Decenber 31, 1997

Audi t #FNOO- 191A

Conptroller's Audit Library # 7139

| ssued: Novenber 30, 2000

Monetary Effect: Actual Revenue: $3,921

I nt roducti on

In 1994, the City's Departnment of Parks and Recreation
(DPR) entered into a |license agreenent with KIM Mari na, Inc.
(KIM, to operate the Bayside Marina in Queens, through
Decenber 31, 2008. KIMis responsible for the rental of
noori ngs, slips, |lockers, and boats, as well as the operation
of boat |aunches, a snack bar, a bait and tackle shop, and a
boat supply shop

KIMis required to pay the City the greater of a mninmm
annual fee that escal ates proportionately from $10,000 in
year-1 to $30,000 for the final year of the agreenent, or
$5, 000 plus 12 percent of its gross receipts. KIMis al so
required to spend $123,000 on capital inprovenents, pay DPR a
1-percent design-review fee for capital inprovenents,
purchase $224,500 in "Fixed and Expendabl e Equi pnent," carry
the proper ampunts and types of insurance, deposit $7,500 as
security with the Gty, and pay for its water usage. In
addition, KIMis required to submt an Inconme and Expense
statement to DPR on or before the 30'" day after the close of
each operating year. From January 1, 1996, through Decenber
31, 1999, KIJMreported gross receipts totaling $742,551 and
paid |icense fees to the City totaling $97, 106.
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Resul ts

KIM generally conplied with the provisions of its
license and it had adequate internal controls over the
recordi ng and reporting of revenue fromthe snack bar, bait
and tackl e shop, and boat supply sales. However, KIMdid not
report $18, 602 in boat-owner rental revenue in 1996 and 1997,
and $1, 147 for the value of free dockage provided to a KIM
enpl oyee in 1998 and 1999. KIMtherefore owed, and paid (as a
result of this audit) the Gty $3,921 in additional |icense
fees and related | ate charges.

The audit disclosed that KIMcould inprove its controls
over its rental revenue by using prenunbered agreenents.
Rat her than use prenunbered rental agreenents, KJM assi gned
nunbers to the agreenents after they were signed by the
i ndividuals renting the slips, noorings, and boats.

KJM mai nt ai ned proper insurance coverage, deposited
$7,500 as security with the City, conpleted the required
capital inprovenents, and paid the Cty for all water
charges, in accordance with the terns of its agreenent.
However, KIJM did not subnmit income and expense statenments to
DPR for 1998 and 1999 within 30 days after the cl ose of each
busi ness year, did not submt current |lists of parking permt
hol ders each year to DPR, and did not seek prior approval
from DPR before sublicensing its bait shop to a third party,
as required by its |license agreenent.

To address these issues, the report nade seven
recommendations to KIM KIMofficials generally agreed with
the report and responded that they have or will inplenment six
of the seven recommendati ons. KIMofficials disagreed with
the report's recommendati on concerning submtting a current
list of parking permt holders to DPR DPR responded that it
issued a Notice to Cure to KIMofficials requiring themto
conply with the report's recommendati ons. In addition, DPR
nodi fied KIMs agreenment to exclude the provision requiring
that KIMsubmt a listing of parking permt holders.

Updat e

DPR reported that KIJM Marina has inplenented five of the
si x recommendations it agreed with, including:
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The val ue of free dockage provided to KIM Marina's enpl oyees
is included on its gross receipt statenents to DPR and
appropriate fees were paid to the Gty.

KIJM uses contract agreenments that are preprinted with
sequentially nunbered contracts when it rents slips,
noori ngs, and boats.

KIMw || seek prior approval from DPR before entering into
any sublicense with a third party.

KIM has not yet inplenented the recommendation to issue
agreenents sequentially and naintain an inventory of al
agreenent s.

kkkikkkkikkhk*k

DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on License Fees Due from Go Art, Inc., and
Conpliance Wth Its License Agreenent

Audi t #FNO1l- 064A

Conmptroller's Audit Library # 7205
I ssued: April 11, 2001

Monetary Effect: None

I nt roducti on

In 1999, the City's Departnment of Parks and Recreation
(DPR) awarded G o-Art Inc. (Go-Art) a two-year permt to
operate an arts and crafts exhibit each Friday at Col unbus
Par k, Brooklyn. Go-Art is required to pay the Gty the
greater of mninum annual fees of $115,000 in Year-1 and
$130,000 in Year-2, or 66 percent of the gross rental fees
received fromvendors. The permt also requires that G o-Art
deposit $32,500 as security with the City, naintain the
proper types and | evels of insurance, with each policy nam ng
the Gty as an additional insured, and pay all required
taxes. From April 1, 1999, through March 31, 2000, G o-Art
reported gross revenues of $151, 600, and paid the Gty
m ni mum paynents totaling $115, 000.

This audit determ ned whether G o-Art naintained
adequate internal controls over the recording and reporting
of its gross revenues; properly reported its total gross
revenue to the City, and paid its permt fees due on tineg;
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and conplied with certain non-revenue-rel ated requirenents of
its permt agreenent.

Resul ts

G o-Art did not provide adequate records such as general
| edgers, bank deposit slips, bank statenents, and copies of
recei pts fromvendors for 1997, 1998, and 2000. As a result,
auditors could not determ ne whether all incone was
accurately reported to DPR, and whether all required fees
were paid to the Gty.

G o-Art maintained the required types and anounts of
i nsurance coverage and nanmed the City as an additi onal
insured. Go-Art also deposited the required $32,500 as
security with the Cty.

This audit recomrended that G o-Art nmaintain separate
books and records, and retain themfor at |east six years, as
required by the permt, and issue pre-nunbered receipts for
all payments received fromvendors. In addition, the audit
recommended that DPR issue a Notice to Cure to G o-Art
officials requiring themto conply with the report's
recommendat i ons.

G o-Art agreed with the audit's recomendati ons. DPR
responded that it issued a Notice to Cure to G o-Art
requiring that it inplenent the audit recommendati ons, and
that it would conduct a followup reviewin three nonths to
ensure that the recommended record-keeping and i nternal
control s have been i npl enent ed.

Updat e

DPR i ssued a Notice to Cure to Go-Art on March 30,
2001. On August 7, 2001, DPR conducted a foll owup review on
G o-Art's operations and deternmned that all of the audit's
recommendat i ons had been i npl enent ed.

kkkikkkkhkkhk*k
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DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on License Fees Due From Good Service Conpany,
Inc. (West 79'" Street Cafe), and Conpliance Wth Its License
Agreenent March 6, 1997, to Novenber 30, 2000

Audi t #FNO1l- 065A

Conptroller's Audit Library # 7183

| ssued: March 23, 2001

Monet ary Effect: Actual Revenue: $14, 479

I nt roducti on

In 1997, the City's Departnent of Parks and Recreation
(DPR) entered into a into a two-year permt agreenent with
the Good Service Conpany, Inc. (Good Service) to operate the
West 79'" Street outdoor café at the Rotunda in Riverside
Par k, Manhattan. The permt was re-bid and renewed for two
addi ti onal years through April 12, 2001. The permt—For
years 1999 and 2000—+required Good Service to pay the City
$52, 275 and $55, 000 for the respective years, or 9 percent of
gross receipts derived fromthe operation of the cafe,
whi chever was greater

In addition, the permt requires that Good Service
mai ntai n personal injury and property damage liability
i nsurance; deposit $13,750 as security; pay all utilities,
i ncluding water and electricity; and pay all required taxes.

This audit determ ned whet her Good Service maintai ned
adequate internal controls over the recording and reporting
of its gross receipts; properly reported its total gross
receipts to the Cty; and conplied with certain non-revenue
requi rements of the permt. For the period March 6, 1997,

t hrough Novenber 30, 2000, Good Service reported revenues
totaling $4,087,628 and paid the Gty $327,287 in permt
f ees.

Resul ts

Good Service did not maintain adequate internal controls
over the recording and reporting of gross revenue, and it did
not provi de adequate docunmentation to support the revenue
anounts that it reported to DPR In addition, Good Service
utilizes a stand-al one conputerized cash register system as
a consequence, all the registers are not connected to a
centralized point-of-sales conputerized system Based on the
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avai |l abl e records, the audit tests showed that Good Service
did not report revenues totaling $11,140 to DPR for the years
1997, 1999 and 2000, and over-reported $205 in revenue for
COct ober 1998. Consequently, Good Service owed $677 in
additional fees to the City, which it paid at the exit

conf erence.

Good Service nai ntained the proper anounts and types of
i nsurance coverage, and it remtted the required security
deposit of $13,750. However, Good Service has not paid for
its water and sewer use or for any of its electrical use
since the inception of its permt agreenent.

This audit recomrended that Good Service pay the City
$677 in additional permt fees and pay all outstanding water
and electricity charges; that it report all gross revenues;
that it maintain adequate books and records, correcting the
internal control issues nentioned in this report; and that it
install a point-of-sales system In addition, the audit
recomended that DPR ensure that Good Service conplies with
the recommendati ons made in this report.

Good Service generally agreed with the audit's findings
and recomendati ons. However, Good Service stated that since
it isin the final year of its permt, it would not be
feasible to install a $30,000 point-of-sales system unless
the permt was renewed by DPR for at |east four years.

DPR responded that it issued a Notice to Cure to Good
Service requiring that it inplenment the audit
recommendations. Further, DPR stated that it woul d expect
Good Service to install a point-of-sales register systemin
the event Good Service is awarded a new pernmt. DPR added
that it has billed Good Service $13,802 for electricity
consunption dating back to March 1997, that Good Service
woul d be back-billed for its water consunption, and that a
foll owup review woul d be conducted in three nonths to ensure
that the recommended internal controls are in place.

Updat e

DPR reported that all recommendati ons have been
i npl emrent ed, except the recommended use of a point-of-sales
regi ster system which DPR expects Good Service to install if
it is awarded a new permt. Good Service paid the
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out st andi ng bal ance of $13,802 in two installnents of $6, 901,
on March 29, 2001, and on May 3, 2001.

*kkkkkkkkk*k

DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on the License Fees from Gty lIce Sports, Inc.
Wrld s Fair Ice Skating R nk) and Conpliance with Its License
Agreenment Cctober 1, 1999, to Septenber 30, 2000

Audi t: FNO1- 124A

Conptroller's Audit Library # 7253
| ssued: June 12, 2001

Monetary Effect: None

I nt roducti on

The City, through the Departnent of Parks and Recreation
(DPR), awarded City Ice Sports, Inc. (GCty Ice) a license to
operate and maintain the Wrld's Fair Ice Skating Rink in
Fl ushi ng Meadows/ Corona Par k, Queens, from Cctober 1, 1999,
to Septenber 30, 2001. The license required that Gty Ice
provide the public with ice-skating facilities, skate-
rentals, and vending machines. City Ice is required to pay
the City the greater of a m ninmum annual fee of $135,250 in
year-1 and $137,250 in year-2, or 15 percent from adm ssion
and skate rental fees and 10 percent fromice-rental facility
fees. The license also required that Gty lIce maintain a
$1, 000,000 liability insurance policy; deposit $34,312 as
security with the City; and conplete certain capital
i mprovenents.

The audit objectives were to deternmine whether City Ice
mai nt ai ned adequate internal controls over the recording and
reporting of its gross receipts; properly reported its total
gross recei pts and cal cul ated and paid the appropriate
license fees due to the Cty; and conplied with certain non-
revenue-rel ated requirenments of its |icense agreenent.

Resul ts

For the 1999-2000 operating year (Cctober 1, 1999, to
Sept enber 30, 2000), Cty lce reported gross receipts
totaling $331,690 to DPR, and paid the Cty $135,250 in
|icense fees—the m ninmum However, City lce did not provide
any docunentation for the 1999-2000 operating year that could
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be used to trace reported revenue to City Ice's books and
records. Consequently, the accuracy of reported gross
recei pts and fees paid by Cty Ice could not be verified.

In addition, City Ice circunvented its cash controls
over adm ssion and skate-rental revenue, and did not maintain
separate books and records and bank accounts for the Wrld's
Fair lce Skating Rink and its different business operations,
as required by its agreenent. Furthernore, City Ice did not
deposit its cash pronptly, and did not properly segregate
duties for collecting, counting, reconciling, and depositing
cash.

The audit made a nunber of reconmendations to inprove
City Ice's internal controls and its reporting of revenues.
In addition, the report recomended that DPR audit City Ice
and consider termnating all three of its agreenents with the
Cty if it is found that City Ice has not inplenented the
report’'s recommendati ons.

City Ice generally agreed with the audit's findings and
reconmmendati ons. DPR responded that it agreed with the
audit's recommendations and had issued a Notice To Cure to
City Ice requiring that it take corrective action to properly
record and report revenues, nmaintain adequate accounting
records, and inplenent internal control procedures. DPR al so
stated that its internal auditor will review City Ice's
operation in three nonths to ensure that the recomrendati ons
have been i npl enent ed.

Updat e

DPR reported that a Notice to Cure was issued to Gty
Ice on June 5, 2001, to ensure conpliance with the audit's
recommendations. DPR will schedule a foll owup revi ew of
City lce's operation three nonths after the opening of the
facility.

kkkikkkkhkkhk*k
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DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on the Permt Fees from A-1 EZ Parking, Inc., at
Cadman Plaza East and Conpliance with Its Permt Agreenent;
March 1, 1999, to February 28, 2001

Audit # FNO1- 144A

Conptroller’s Audit Library # 7268

| ssued: June 22, 2001

Monetary Effect: Actual Revenue: $97, 240

I nt roducti on

In March 1999, the City's Departnent of Parks and
Recreation (DPR) entered into a 4-year permt agreenent with
the A-1 EZ Parking, Inc. (A-1 Parking) to operate the Cadman
Pl aza East parking facility in Brooklyn. The permt required
that A-1 Parking pay the Cty mninum annual fees ranging
from $336,000 in year-1 to $388,962 in year-4, or 75 percent
of its gross receipts, whichever was greater. The permt al so
required that A-1 Parking maintain certain types and amounts
of insurance coverage, nake capital inprovenents to the
parking facility totaling $59,500, and deposit $97, 240 as
security with the Cty.

The audit's objectives were to determ ne whether A-1
Par ki ng mai nt ai ned adequate internal controls over the
recording and reporting of its gross receipts; properly
reported its total gross receipts to the Gty and paid its
permt fees on time; and conplied with the non-revenue-
related requirenments of the permt.

Resul ts

For the operating period, March 1, 1999, through
February 28, 2001, A-1 Parking reported revenues totaling
$840, 125 and paid the Gty $665,929 in license and |l ate fees.
A-1 Parking had an adequate system of internal controls over
the receiving and recording of its cash receipts.

However, A-1 Parking did not pay all of its required
permt fees to DPR Specifically, A-1 Parking did not nmake an
April 30, 1999, m ni num nonthly paynment of $28,000 in year-1;
owed $4, 826 in percentage fees due for operating year-2 based
on $6,435 in revenues that exceeded the m ni numrevenue
t hreshol d; owed $1,575 in percentage fees for unreported
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par ki ng revenues of $2,100 fromtwo vehicles over a 6-nonth
period; and did not conplete the required capital

i mprovenents or, as an alternative, remt the required anount
as additional fees to DPR

Including calculated | ate charges totaling $37,549, A-1
Parking owed the City $131,450 in additional fees and in fees
in lieu of making the required capital inprovenents.

The audit made four recommendations to A-1 ParKking,
specifically, that it: pay the Cty $131,450 in additional
fees and | ate charges, include all revenues on its reported
gross receipts statenents submtted to the City, pay all its
fees due on tinme, and segregate its bank deposits. The audit
al so recommended that DPR ensure that A-1 Parking conplies
with the recommendations made in the audit.

DPR stated that with the exception of the assessed
anount pertaining to capital inprovenents, it agreed with the
audit's recommendati ons. DPR issued a Notice to Cure to A-1
Parking requiring that it pay $91,597 to the Cty and
i npl enent the audit's other three recomrendati ons. DPR
reduced the audit assessnment from $131, 450 to $91, 597,
adj usting the assessnent to allow for capital expenditures
totaling $17,672 that it approved, and waiving the audit's
i nterest charges totaling $22,181 that was assessed agai nst
unconpl eted capital inprovenents. DPR also stated that it
woul d seize A-1 Parking's security deposit if full paynent
were not received.

A-1 Parking chose not to respond to our audit draft. In

addition, A-1 Parking did not pay the $91,597 that it was
required to pay by June 14, 2001.

Updat e

DPR reported that it terminated A-1 Parking' s |icense
on June 22, 2001, and seized the security deposit of $97, 240.

kkkikkkkhkkkik*
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DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on the License Fees from Gty lce Sports, Inc.
(Abe Stark lce Skating R nk) and Conpliance with Its License
Agreenent July 1, 1999, to June 30, 2000

Audi t: FNO1- 145A

Conptroller's Audit Library # 7252
| ssued: June 12, 2001

Monetary Effect: None

I nt roducti on

The Cty, through the Departnent of Parks and Recreation
(DPR), awarded City Ice Sports, Inc. (Cty lce) a license to
operate and naintain the Abe Stark Recreation Facility in
Br ookl yn, from Novenber 25, 1990, to Novenber 24, 2000. The
license required that Gty lIce provide the public wth ice-
skating, skate-rentals, and vending nmachines. Cty lce is
required to pay the City the greater of a m ninmum annual fee
of $75,000, or the sum of 20 percent from skate-rental fees,
15 percent from adm ssion fees and ice rentals, and 2 percent
of net vendi ng sal es —whichever is greater. The |icense al so
required that City Ice nmaintain a $1,000,000 liability
i nsurance policy and deposit $16,250 as security with the
Cty.

The audit objectives were to deternine whether City Ice
mai nt ai ned adequate internal controls over the recording and
reporting of its gross receipts; properly reported its total
gross receipts and cal cul ated and paid the appropriate
license fees due to the City; and conplied with certain non-
revenue-related requirenents of its |icense agreenent.

Resul ts

For the 1999-2000 operating year (July 1, 1999, to June
30, 2000), City lce reported gross receipts totaling $421, 959
to DPR, and paid the City $75,000 in |icense fees—the
m ni mum However, City lIce did not provide any docunentation
for the 1999-2000 operating year that could be used to trace
reported revenue to City lce's books and records.
Consequently, the accuracy of reported gross receipts and
fees paid by City lIce could not be verified.

Moreover, City lce did not nmintain separate books and
records and bank accounts for the Abe Stark Rink and its
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di fferent busi ness operations, as required by its agreenent.
Furthernore, City Ice did not deposit its cash pronptly, and
did not properly segregate duties for collecting, counting,
reconciling, and depositing cash.

The audit nmade a nunber of recommendations to inprove
City Ice's internal controls and its reporting of revenues.
In addition, the report recomrended that DPR audit City Ice
and that DPR consider termnating all of Gty Ice's
agreenents with the Gty if it is found that Gty Ice has not
i npl enented the required corrective actions.

Cty lce generally agreed with the audit's findings and
recomrendati ons. DPR responded that it agreed with the audit's
recommendati ons and had issued a Notice To Cure to City Ice
requiring that it take corrective action to properly record
and report revenues, maintain adequate accounting records,
and inplenment the internal control procedures recomended in
the audit. DPR also stated that its internal auditor wll
review City lce's operation in three nonths to ensure that
t he recommendati ons have been i npl enent ed.

Updat e

DPR reported that it issued a Notice to Cure to City lce
on June 5, 2001, to ensure conpliance with the audit's
recommendations. DPR will schedule a foll owup review of
City Ice' s operation three nonths after the opening of the
facility.

*kkkkkkkk*k

DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on the License Fees Due from York Avenue Tennis,
LLC, and Conpliance with Its License Agreenent; OCctober 1,
1997, to April 30, 2000

Audit # FNO1- 149A

Conptroller's Audit Library # 7295

| ssued: June 29, 2001

Monetary Effect: Actual Revenue: $318, 780

I nt roducti on

This audit determ ned whet her York Avenue Tennis, LLC,
(York) maintained adequate internal controls over the
recording and reporting of its gross operating revenues;
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properly reported its total gross revenues and correctly
calculated and paid its |license fees due to the Cty; and
conplied with certain non-revenue-related requirenments of its
| i cense agreenent.

In 1997, the City's Departnment of Parks and Recreation
(DPR) awarded York a 10-year |icense to provide an indoor
tennis facility and a refurbished clubhouse in Manhatt an.

York is required to pay the Cty a m nimum annual fee or an
annual percentage of 10 percent of its gross receipts derived
fromits operation, whichever is greater. York is also
required to nmake capital inprovenents to the facility and pay a
Design Review Fee to DPR;, carry specific types and anounts of

i nsurance; maintain a security deposit with the Gty; and pay
all required utility charges.

Resul ts

For the audit period, York paid the Gty $1,094,451 in
license fees. However, York inproperly deducted "professional
fees" that it paid to its tennis pros and instructors from
the revenue reported to DPR, which resulted in York ow ng the
Cty $326,943 in additional fees and | ate charges.

York made the required capital inprovenents and paid the
design review fee to DPR, maintained the required security
deposit with the City, and naintained the required types and
anmounts of insurance policies that nanmed the Cty as an
addi tional insured. However, York did not pay for its water
use, as required by its license agreenent.

The report reconmended that York pay the Gty $326, 943
for additional |icense fees and | ate charges owed; report al
gross revenues to the GCity, including "professional fees," on
its annual gross revenue statenents to the City; and nake
arrangenents with DEP to install a water neter and pay the
City for its water use. The report al so recommended that DPR
ensure that York conplies with the audit's reconmendati ons.

York did not agree that it owes additional fees and |ate
charges to the City. York stated that there was sone
m sunder st andi ng regarding the terns of the |icense
agreenent, and that its submtted proposal allowed for the
deduction of professional fees. York further stated that DPR
accepted York's proposal without limtation or adjustnent,
but the agreenment was sonmehow changed when finalized.
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Wth the exception of the anmobunt assessed for $326, 943,
DPR agreed with the audit's recommendati ons and i ssued a
Notice to Cure to York requiring that it pay $216,135 to the
City. DPR stated that it reduced the audit assessnent from
$326,943 to $216, 135, waiving the interest assessnment. Since
previ ous contracts with York's principals had all owed
prof essional fees to be deducted from gross revenue, DPR
believed that York inadvertently m sapplied this deduction.

Updat e

DPR reported that York has inplenented all of the
audit's recommendati ons. On August 24, 2001, DPR agreed with
York's proposal to make 12 nonthly install nment paynents,
starting on October 2001, to pay an outstandi ng bal ance of
$318,780 in fees. |In addition, on Decenber 6, 2001, DPR
conducted a foll ow up review and determ ned that York has
installed a water nmeter and will pay the Cty for its water
use as soon it receives the bill from DEP

kkkhkkkkhkkhk*k

DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on the License Fees Due from Fairway Colf
Corporation, and Conpliance with Its License Agreenent; January
1, 1999, to Decenmber 31, 1999

Audit # FROO- 185A

Conptroller's Audit Library # 7258
| ssued: June 12, 2001

Monetary Effect: None

I nt roducti on

On June 12, 1987, the Departnent of Parks and Recreation
(Parks) granted the Fairway CGolf Corporation (Fairway) a 10-
year License Agreenent to manage, operate, and neke
i mprovenents to the Mosholu Golf Course and Driving Range, at
Van Cortlandt Park in the Bronx. Under the |icense Fairway
was given the right to operate the putting green, the 30-tee
driving range, the junior golf course, the golf course, the
food facility, the pro shop facilities, and the golf cart
rentals. At the end of the 10-year term Fairway exercised
the first 5-year renewal option, which extended the
expiration date of the agreenent to Decenber 31, 2002.
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Under the license agreenent, Fairway is required to pay
the Gty annual fees, anmobunting to the higher of specified
m ni rum annual fees or 10% of its annual gross revenue.
During the first 5-year renewal option, the m ni num annual
fee is $130,000. The |license agreenent also requires that
Fai rway: deposit $15,000 as security with the City, acquire
various fire, casualty, and liability insurance coverage,
and, expend a mni num of $1, 035,000 for capital inprovenents
and repairs.

The audit objectives were to determ ne whether Fairway:
mai nt ai ned adequate control over the recording and reporting
of gross revenues; properly cal cul ated gross revenues and
fees due to the City, and paid these fees on tinme; and
conplied with other aspects of the |icense agreenent (e.g.,
capital inprovenents, security deposits).

Resul ts

Fai rway mai nt ai ned adequate control over the recording
and reporting of its gross revenues, properly calcul ated fees
due, and paid those fees in a tinely manner to the Cty. In
addi tion, Fairway maintained the appropriate insurance
coverage and deposited the required security deposit with the
Cty. Mnor errors were found in the anmount of gross revenue
reported to the City; however, those differences did not
result in additional fees due. |In addition, Fairway entered
into sublicense agreenents w thout obtaining the required
approval s from Parks. Furthernore, Fairway and its
sublicensees did not maintain adequate records supporting
greens fees collected and pro shop and snack bar sal es.
Finally, Fairway has not net its capital inprovenent
requi renment and has not paid for its water use as required by
the license.

The report reconmmended that Fairway: accurately report
revenues obtained fromits operation of the golf course,
i ncludi ng those of the pro shop and snack bar; obtain witten
approval from Parks regarding the sublicensing arrangenents
that were made with the pro shop and snack bar operators;
mai ntain, and require that its sublicensees maintain al
detail ed cash regi ster tapes and other records for the 6-year
period stated in the license agreenent; conplete the
$1, 035,000 in capital inprovenents required by the |icense;
and install a water neter and pay for its water use as
required by the license. The report al so recommended t hat
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Parks issue a Notice-to-Cure to Fairway requiring that it
i npl emrent the report’s recomendati ons.

Wth the exception of conpleting the required capital
i nprovenents, Fairway generally agreed to inplenent the
report’s recommendations. Fairway stated that the conpletion
of the required capital inprovenents is on hold because of
the City’s plan to build a water filtration plant at the golf
cour se.

Parks’ response indicated that with the exception of our
recommendati on concerning capital inprovenments, it agreed
with the report’s recommendati ons and has issued the report’s
recommended Notice-to-Cure. Wth regard to capital
i nprovenents, Parks indicated that Fairway was only required
to conplete $480,000 worth of inprovenments, of which Fairway
had conpl eted $230, 320. Parks advi sed that the remaining
capital inprovenents “w il be conpleted by the new operator

when the license is assigned, or by Fairway if the
assi gnnent transaction does not happen.”

Updat e

Parks reported that on Septenber 26, 2001, the license
to operate the Mosholu Golf Course was formally assigned to
First Tee of New York, Inc.

E R I S S I

DEPARTMENT OF PARKS AND RECREATI ON ( DPR)

Audit Report on the License Fees Due fromPars & Strikes of New
York, Inc., and Conpliance with Its License Agreenent; January
1, 1999, to Decenber 31, 1999

Audit # FRO1-091A

Conptroller's Audit Library # 7243
| ssued: June 1, 2001

Monetary Effect: None

I nt roducti on

On March 19, 1998, the New York Gty Departnent of Parks
and Recreation (Parks) granted Pars & Strikes of New York
Inc. (Pars & Strikes) a license to operate an anmusenent
center for the period fromJanuary 1, 1998, to Novenber 30,
2005. The anmusenent center, which consists of a mniature
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gol f course, a go-cart track, a bunper-car track, a pizzeria-
restaurant, and batting cages, is at Arthur Kill Road and

Ri chnond Avenue, Staten |sland. Parks approved a sublicense
agreenent between Pars & Strikes and the Brickhouse Café,
Inc., for the operation of the pizzeria-restaurant.

Under the license agreenent, Pars & Strikes is required
to pay the City a m ni mum annual fee or 15 percent of its
gross receipts derived fromthe operation of the |icense,
whi chever is greater. In 1999, Pars & Strikes reported
$470,783 in gross receipts to Parks, and paid Parks the
m ni mum | i cense fee of $77,000.

The audit objectives were to determ ne whether Pars &
Strikes: properly recorded and reported its gross revenues
and mai nt ai ned adequate control over cash received; paid the
appropriate fees to the City in a tinely manner; and conplied
with other major provisions of the |icense agreenent.

Results

Pars & Strikes generally maintai ned adequate controls
over the recording and reporting of gross receipts, and
generally conplied with provisions of its |license agreenent.
Al t hough sone m nor discrepancies were noted in the reported
gross receipts for calendar year 1999, they did not result in
any additional fees due to the Cty. Pars & Strikes did not
fully comply with sone of the non-revenue-rel ated
requi rements of its agreenment pertaining to capital
i nprovenents and insurance coverage. Nor did Pars & Strikes
obtain witten approval when it nodified its reporting
nmet hods, when it restructured the fees charged to the public,
or when it canceled the construction of a |aser tag facility
that was required by the |icense.

The report recomended that Pars & Strikes shoul d:
expend the remai ni ng $15,523 on capital inprovenents; ensure
that Brickhouse obtains a Food Handling Certification; ensure
that Brickhouse maintains all records to support reported
gross receipts; obtain appropriate witten approval from
Parks for any changes in the operation of the facility that
conflict with the ternms and conditions of the |icense, and
ensure that its general liability and property danage policy
requires that the insurance carrier notify Parks 30 days
prior to the cancellation of or change in the policy. 1In
addition, the report recommended that Parks issue a Notice to
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Cure to Pars & Strikes requiring that it inplenment the
report's reconmendati ons.

Updat e

Pars & Strikes reported that it has inplenented all of
the audit's reconmmendati ons.

Parks reported that it issued a Notice to Cure to Pars
and Stri ke on May 30, 2001, and wll conduct a follow up
review of Pars & Strikes operations in February 2002.

kkkikkkkikkhk*k
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AUDI T OF RENTAL CREDI TS
SUBM TTED BY THE NEW YORK YANKEES

According to the terns of their lease with the City, the
New York Yankees are entitled to rental credits based on
expenditures made for the electrical and physical maintenance
of the Yankees Stadium The Conptroller's Ofice perforns
audits of labor and naterial expenses based on the terns of
the |l ease and on the tinme sheets, invoices, cancelled checks,
payroll reports, and union contracts submtted by the Yankees
and their mai ntenance contractors.

In fiscal year 2001, we disallowed $544,896 in rental
credits for insufficient docunmentation, ineligibility of
expenses, and errors in calculations. As of June 30, 2001,
t he Yankees accepted $199, 861 of the disallowance as a New
Yor k Yankees cost.

Audit No. | Period Dat e Act ual Potenti al Tot al
Cover ed | ssued Revenue* Revenue

FROO- 176A | 3'° Qr. |12/22/00 |$ 35,493 $ 123, 697 $ 159,190
1999

FROO- 177A | 4'" Qr. |12/22/00 |$ 25,459 |$ 138,844 $ 164, 303
1999

FRO1- 140A | 1% Qr. | 05/18/01 |$ 55,689 |$ - 0- $ 55,689
2000

FRO1- 141A | 2™ Qr. [06/20/01 |$ 44,660 |$ 38,783 $ 83,443
2000

FRO1- 155A | 3" Qr.|06/28/01 |$ 38,560 |$ 43,711 $ 82,271
2000

TOTAL $ 199,861 |$ $345,035 |$ 544,896

kkkikkkkhkkhk*k
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VELFARE FUNDS

Audit Report on the Financial and Qperating Practices of the
District Council 37 Benefits Fund Trust; July 1, 1996 — June
30, 1997

Audit # FLOO- 165A

Conptroller’s Audit Library # 7145
| ssued: Decenber 22, 2000

Monetary Effect: None

I nt roducti on

This audit determ ned whether the District Council 37
Benefits Fund Trust (Trust) conplied with applicable
procedures and reporting requirenments, as set forth in
Conptroller’s Directive #12, Enpl oyee Benefit Funds — Uniform
Reporting and Auditing Requirenents, as well as its own
accounti ng procedures.

Results

The Trust generally conmplied with the procedures and
reporting requirenents of Directive #12, as well as its own
recordi ng and accounting procedures. |In addition, the Trust
had adequate internal controls over the recording of revenues
and the processing of expenses. The Trust al so maintained a
sufficient |evel of reserves. However, the Trust had sone
weaknesses in its financial and operating practices.

The audit found that certain building-related expenses
were not properly allocated between the Trust and the Union.
In fiscal year 1997, the Trust and its affiliated funds paid
the full cost of maintaining all common areas in the
bui | di ng. Assum ng that the cost of maintaining these common
areas was di vided based on square footage actually occupied
t hroughout the rest of the building by the Trust and the
Uni on, the Union would have paid an additional $127, 165.

Al so, the Trust inproperly calculated the Union s share of
data processing costs. Qur audit revealed that the Union’s
share of data processing costs was $464, 706, not $451, 329, as
calculated by the Trust. Therefore, the Union owes the Trust
$13,377 for data processing costs incurred in fiscal year
1997.

It was al so noted that the Trust incorrectly recorded
enpl oyees’ accumnul at ed severance, sick and vacation pay
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liability on its financial records. The Trust used the
incorrect hourly pay rates and inproperly included buil ding
mai nt enance enpl oyees in the calculations. The building
mai nt enance enpl oyees shoul d have been included in the

cal cul ation of the accumul ated severance, sick and vacation
pay liability on the separate financial statenents that the
Trust maintains for the building. As a result, enployees’
accurul at ed severance, sick, and vacation pay liability was
overstated by $57,035 on the Trust’s financial records and
understated by $99, 171 on the books and records naintai ned
for the buil ding.

Finally, rent was not charged to the organization
operating a cafeteria in the basenent of the building. The
audit found that the cafeteria, which occupies approximtely
200 square feet of the building s basenent and is operated by
Ant hony & Christina Canteen Corp. (the Corporation), did not
pay rent to the Trust in fiscal year 1997. The newsstand,
however, which occupi es approxi mately the sane anount of
square footage on the main floor of the building, paid
$16,363 in rent in fiscal year 1997. In April 1999, the
Uni on began to charge the Corporation a $250 nonthly fee for
the space. This nonthly charge, which amounts to only $3, 000
a year, is paid directly to the Union. However, the Trust,
through the allocation of building-related expenses, pays the
full cost of mmintaining this space wi thout receiving any
portion of the rent.

Consequently, the report recommended that the Benefits
Fund Trust's trustees shoul d:

Recoup $127,165 fromthe Union for its share of expenses
related to the common areas of the buil ding.

Ensure that future expenses related to common areas of the
bui I di ng are shared between the Trust and the Union based on
squar e footage occupi ed by each entity.

Adjust its books and records to reflect the additional
$13, 377 in data processing expenses that shoul d have been
charged to the Union in fiscal year 1997.

Ensure that enpl oyees’ accunul ated severance, sick, and
vacation pay liability is accurately recorded on the
financial records maintained for the Trust and the buil ding.

Assess the appropriateness of the rent charged to the
Corporation and ensure that it receives an appropriate share
of the rent paid.
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The Chairman of the Board of Trustees stated in his
response that he agreed with the audit's findings and
recommendat i ons.

Updat e

DC 37 reported that it has inplenented all of the
audit's recomendati ons.

kkkikkkkikkkik*

VELFARE FUNDS

Fol | ow-up Audit Report on the Financial and Qperating Practices
of Board of E ections Local 1183 Communication Wrkers of
Anerica Wl fare Fund Cctober 1, 1997 — Septenber 30, 1998

Audit # FLO1-084F

Conptroller’s Audit Library # 7279
| ssued: June 22, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned whether the Board of Elections
Local 1183 Conmuni cati on Workers of Anmerica Wl fare Fund
(Active Fund) inplenmented the nine recommendati ons made in a
previous audit, Audit Report on the Financial and Operating
Practices of Board of Elections Local 1183 Communi cati on
Wrkers of Anmerica Welfare Fund, Cctober 1, 1994-Sept enber
30, 1995 (Audit # FL98-090A, issued on June 9, 1998); and
whet her it maintai ned an adequate | evel of reserves.

Resul ts

The previous audit nmade 9 recommendations to the Active
Fund, of which 1 has been inplenented, 4 have been partially
i npl enented, 3 have not been inplenented, and 1 is no | onger
applicable. The one recommendati on that has been i npl enented
pertains to reissuing the Active Fund' s financial statenents.
The partially inplenented recommendati ons pertain to:
devel opi ng a CPA sel ection process in accordance with
Conmptroller’s Directive #12; discontinuing paynent of benefit
prem uns for nenbers of the Board of Elections Local 1183
Comuni cation Wrkers of America (Union) Retiree Fund
(Retiree Fund); obtaining reinbursenent for expenses fromthe
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Retiree Fund and the Union; and inproving its controls over
cash.

The 3 reconmendati ons that were not inplenented pertain
to: maintaining an up-to-date list of eligible nenbers;
conpetitively bidding its insurance contracts; and,
mai nt ai ni ng enpl oyee attendance records. The renaining
recommendati on—subm tting its certified financial statenents
to the Ofice of Professional Discipline of the New York
State Education Departnent for review—s no | onger
applicable. The audit repeated those recommendati ons that
were not fully inplenented.

Certain audit tests could not be performed because the
Active Fund did not provide the necessary records to support
reported revenue and expenses. In addition, substantia
operating deficits are depleting the Active Fund' s reserves.
Consequently, the Active Fund s reserves decreased by 32
per cent —from $518, 468 on Cctober 1, 1996, to $352,985 on
Septenber 30, 1998. Finally, over the past two years the
Active Fund has been late in submtting its Directive #12
filings wwth the Conptroller's Ofice.

To address these new i ssues, the audit recomended t hat
the Active Fund:

Take i medi ate action to elimnate its operating deficit,
thereby ensuring its financial viability. In that regard,
the trustees should evaluate the feasibility of reducing
adm ni strative and benefit expenses.

Maintain all financial records and rel ated supporting
docunentation for at |east seven years.

Ensure that it submts its Directive #12 filing no | ater

than nine nonths after the close of its fiscal year, in
accordance with Conptroller's Directive #12.

In its response, the Active Fund indicated the steps it
will take to address 8 of the 12 reconmendations nmade in this
report. These recommendations pertain to its: devel oping a
CPA sel ection process; obtaining rei nbursenent of expenses
paid that relate to the Retiree Fund and the Union; creating
a list of eligible nmenbers; conpetitively bidding insurance
contracts; maintaining attendance records; segregating cash
recei pt functions; elimnating its operating deficit; and
submtting its Directive #12 filing on tine.
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The Active Fund's response did not address the renaining
4 recommendations: not paying benefit premuns for the
Retiree Fund; maintaining a conplete cash receipts journal
informng the Ofice of Labor Relations of a check that could
not be accounted for during the audit and requesting a
repl acenent check; and maintaining all financial records.

Updat e
The Active Fund did not provide follow up information.
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Fol | ow-up Audit Report on the Financial and Qperating Practices
of Board of Elections Local 1183 Comunication Wrkers of
Anerica Retiree Fund Cctober 1, 1997 — Septenber 30, 1998

Audit # FLO1-085F

Conmptroller’s Audit Library # 7280
| ssued: June 22, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned whether the Board of Elections
Local 1183 Conmuni cation Workers of Anmerica Retiree Fund
(Retiree Fund) inplenented the six recommendations made in a
previous audit, Audit Report on the Financial and Operating
Practices of Board of Elections Local 1183 Conmuni cati on
Wor kers of Anerica Retiree Fund, COctober 1, 1994-Sept enber
30, 1995 (Audit # FL98-143A, issued on June 9, 1998); and
whet her it naintai ned an adequate | evel of reserves.

Resul ts

The previous audit nmade 6 recommendations to the Retiree
Fund, of which 1 has been inplenented, 2 have been partially
i npl enented, 2 have not been inplenented, and 1 is no | onger
applicable. The one recommendati on that has been i npl enent ed
pertains to reissuing the Retiree Fund' s financi al
statenents. The partially inplenmented recommendati ons pertain
to devel oping a CPA sel ection process in accordance with
Conptroller’s Directive #12, and inproving Fund controls over
cash. The 2 recommendati ons that were not i nplenented
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pertain to nmaintaining an up-to-date list of eligible
nmenbers, and conpetitively bidding insurance contracts. The
remai ni ng reconmendati on—submtting its certified financial
statenments to the Ofice of Professional Discipline of the
New York State Education Departnent for review—s no | onger
applicable. The audit repeated those recommendati ons that
were not fully inplenented.

Certain audit tests could not be perfornmed because the
Retiree Fund did not provide the necessary records to support
reported revenue and expenses. In addition, substanti al
operating deficits are depleting the Retiree Fund' s reserves.
Consequently, the Retiree Fund has exhausted its reserves and
had a negative net asset bal ance of $113, 263 as of Septenber
30, 1998. Finally, over the past two years the Retiree Fund
has been late in submtting its Directive #12 filings with
the Conptroller's Ofice.

To address these new i ssues, the audit recomended t hat
the Retiree Fund:
Take i medi ate action to elimnate its operating deficit,
thereby ensuring its financial viability. In that regard,
the trustees should evaluate the feasibility of reducing
adm ni strative and benefit expenses.

Maintain all financial records and rel ated supporting
docunentation for at |east seven years.

Ensure that it submts its Directive #12 filing no |l ater
than nine nonths after the close of its fiscal year, in
accordance with Conptroller's Directive #12.

In its response, the Retiree Fund indicated the steps it
w il take to address 6 of the 7 recommendations nmade in this
report. These recomrendations pertain to its: devel oping a
CPA sel ection process; creating a list of eligible nenbers;
conpetitively bidding insurance contracts; segregating cash
recei pt functions; elimnating its operating deficit; and
submtting its Directive #12 filing on tine. However, the
Retiree Fund' s response did not address the renaining
reconmendati on pertaining to maintaining all financial
records.

Updat e

The Retiree Fund did not provide follow up information.
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VELFARE FUNDS

Audit Report on the Financial and Qperating Practices of the
Doctors’ Council Wlfare Fund; July 1, 1998 - June 30, 1999
(Retiree Fund)

Audit # FLO1-094A

Conptroller’s Audit Library # 7173
| ssued: February 27, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned whether the Doctors’ Counci
Retiree Welfare Fund (Retiree Fund) conplied with applicable
procedures and reporting requirenments, as set forth in
Comptroller’s Directive #12, Enpl oyee Benefit Funds — Uniform
Reporting and Auditing Requirenents.

Results

The Retiree Fund generally conplied with the procedures
and reporting requirenments of Directive #12, as well as wth
its own related procedures. It al so had adequate internal
controls over the processing and reporting of contributions
recei ved and benefit and adm nistrative expenses paid.
However, the Retiree Fund had some mi nor weaknesses inits
financial and operating practices.

The audit found that the Retiree Fund spent a |arger
percentage of its revenues on admnistrative expenses,
conpared to other funds of a simlar size. During fiscal year
1999, the Retiree Fund spent 20 percent of its revenue on
adm ni strative expenses while nine other funds, simlar in
size to the Retiree Fund, in ternms of total revenue, spent an
average of only 9 percent of their revenues on adm nistrative
expenses. Since a welfare fund s basic objective is to
provi de benefits to nmenbers, it is inportant that
adm nistrative costs are kept to a m ni num

It was also noted that the Retiree Fund did not verify
the eligibility of menbers' dependents. Prior to June 1999,
the Retiree Fund did not require its nmenbers to submt
records, such as marriage or birth certificates, docunenting
the eligibility of their dependents. Lack of such
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docunent ati on prevents the Retiree Fund from ensuring that
benefits are provided only to eligible individuals.

Consequently, the report reconmended that the Retiree
Fund’ s trustees shoul d:

Strive to acconplish the Retiree Fund's mssion in an
efficient and econom cal manner by bringing adm nistrative
costs nore in line with those of other funds of a simlar
si ze.

ot ain and maintain copies of all docunentation show ng the
eligibility of dependents.

The Fund’s response did not specifically address the
report’s recomendati ons. However, the Fund Adm nistrator
poi nted out that the Active Fund, on its own, inplenented a
policy of requiring the subm ssion of marriage or birth
certificates to verify dependants’ eligibility. Wth regard
to the Active Fund' s adm nistrative expenses, the Fund
Adm ni strator argued that the anpbunt cited in the report
incorrectly includes dental claimprocessing costs. In that
regard, he stated that if dental benefits were insured the
Comptroller’s Ofice would treat the entire expenditure as a
benefit expense. Thus, the Active Fund’ s adm nistrative
expenses woul d have been reduced by $12,000. W di sagreed
wi th that argunent.

Updat e

The Retiree Fund reported that it has inplenented both
recommendati ons as foll ows:

The Fund's Accountant and Fund's Adm ni strator conducted a
review of admnistrative operations and expenses of the
Doctors' Council funds. As a result, they recommended t hat
t he rei nbursenent of adm nistrative expenses be
reapportioned anong all funds. This should result in a
decrease in the Retiree Fund's adm nistrative expenses.

Since July 1999, the Retiree Fund requires copies of
marriage certificates, donestic partner registrations, and
birth or adoption certificates fromall nenbers who file
clains for spouse, donmestic partner, or dependent children
before those clains are processed. Copies of such
certificates and forns are kept in the nmenbers' files.
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VELFARE FUNDS

Audit Report on the Financial and Qperating Practices of the
Doctors’ Council Wlfare Fund July 1, 1998 - June 30, 1999
(Active Fund)

Audit # FLO1-095A

Conptroller’s Audit Library # 7174
| ssued: February 27, 2001

Monetary Effect: None

I nt roducti on

This audit determ ned whet her the Doctors’ Counci
Wel fare Fund (Active Fund) conplied with applicable
procedures and reporting requirenents, as set forth in
Conptroller’s Directive #12, Enpl oyee Benefit Funds — Uniform
Reporting and Auditing Requirenents.

Resul ts

The Active Fund generally conplied with the procedures
and reporting requirenents of Directive #12, as well as with
its own related procedures. It also had adequate internal
controls over the processing and reporting of contributions
recei ved and benefit and adm nistrative expenses paid.
However, the Active Fund had sonme m nor weaknesses in its
financial and operating practices.

The audit found that the Active Fund spent a | arger
percentage of its revenues on adm nistrative expenses,
conpared to other funds of a simlar size. During fiscal year
1999, the Active Fund spent 15 percent of its revenue on
adm ni strative expenses while nine other funds, simlar in
size to the Active Fund, in terns of total revenue, spent an
average of only 9 percent of their revenues on adm nistrative
expenses. Since a welfare fund' s basic objective is to
provi de benefits to nenbers, it is inportant that
adm ni strative costs be kept to a m ni mum

It was al so noted that the Active Fund did not verify
the eligibility of nenbers' dependents. Prior to June 1999,
the Active Fund did not require its nmenbers to submt
records, such as marriage or birth certificates, docunenting
the eligibility of their dependents. Lack of such
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docunent ati on prevents the Active Fund from ensuring that
benefits are provided only to eligible individuals.

In addition, the audit identified inproper benefit
paynments totaling $610. Specifically, 4 of 218 clains
reviewed were not paid in accordance with the Active Fund s
gui del i nes.

Consequently, the report recommended that the Active
Fund’ s trustees shoul d:

Strive to acconplish the Active Fund's mssion in an
efficient and econom cal manner by bringing adm nistrative
costs nore in line with those of other funds of a simlar
si ze.

Obtain and maintain copies of all docunentation show ng the
eligibility of dependents.

Ensure that benefits are paid in accordance with Active Fund
gui del i nes.

The Fund’s response did not specifically address the
report’s reconmendati ons. However, the Fund Admi nistrator
poi nted out that the Active Fund, on its own, inplenented a
policy of requiring the subm ssion of marriage or birth
certificates to verify dependants’ eligibility. Wth regard
to the Active Fund’ s adm nistrative expenses, the Fund
Adm ni strator argued that the anpbunt cited in the report
incorrectly includes dental claimprocessing costs. 1In that
regard, he stated that if dental benefits were insured the
Comptroller’s Ofice would treat the entire expenditure as a
benefit expense. Thus, the Active Fund' s administrative
expenses woul d have been reduced by $22,000. W di sagreed
wi th that argunent.

Updat e

The Active Fund reported that it has inplenmented al
three recommendati ons as foll ows:

The Fund's Accountant and Fund's Adm ni strator conducted a
review of adm nistrative operations and expenses of the
Doctors' Council funds. As a result, they recommended t hat
the rei nbursenent of adm nistrative expenses be
reapportioned anmong all funds. This should result in a
decrease in the Active Fund's adm nistrative expenses.
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Since July 1999, the Active Fund requires copies of marriage
certificates, donmestic partner registrations, and birth or
adoption certificates fromall nmenbers who file clains for
spouse, donestic partner, or dependent children before those
clainms are processed. Copies of such certificates and forns
are kept in the nenbers' files.

The Fund tries to ensure that only those nenbers, spouses,

donestic partners, and eligible dependents entitled to
benefits actually receive them
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VELFARE FUNDS

Audit Report on the Financial and Qperating Practices of the
International Union of Operating Engineers Local 891 Wl fare
Fund January 1, 1999 — Decenber 31, 1999

Audit # FMDO-178A

Conptroller’s Audit Library # 7161

| ssued: January 26, 2001

Monet ary Effect: Act ual Revenue: $5, 910
Potential Revenue: $4, 202

I nt roducti on

This audit determ ned whether the Fund conplied with
appl i cabl e procedures and reporting requirenments as set forth
in Conptroller’s Directive #12, as well as its own benefit
processi ng and accounting procedures. This audit covered the
period January 1, 1999 to Decenber 31, 1999.

The International Union of Qperating Engineers Local 891
Wl fare Fund (the Fund) was established in 1969 under a Fund
Agreenment between the City of New York and the |International
Uni on of Operating Engi neer Local 891. According to the
agreenent, the Fund provides health, welfare, and | ega
benefits for all active and retired nenbers and their
el i gi bl e dependents.

Resul t s
Overall, the Fund’s financial statenments fairly
represent the financial condition of the Fund. In addition,

the Fund generally conplied wiwth the procedures and reporting
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requi renments of Directive #12 as well as its own benefit
processi ng and accounting procedures.

However, the audit identified some weaknesses in the
Fund’ s financial and operating practices. Specifically, the
Fund incurred operating deficits of $370,169 and $515,479 in
cal endar years 1998 and 1999, respectively, that are
depl eting the Fund’s reserves. In addition, the Fund's
cat astrophi c benefit provider paid $2,476 in catastrophic
benefits to an ineligible person and the Fund nade $1, 726 in
duplicate paynents. Furthernore, the Fund paid $5,910 in
questi onabl e travel expenses, $545 for purchases of candy and
fruit baskets, and $7,189 in neal expenses. Finally, the
Fund rmade certain errors and om ssions on its 1999 Fi nanci a
Statenments and Directive #12 filing.

The audit resulted in eight recomendati ons. The
followng is a list of the major reconmendati ons.

The Fund’s Trustees shoul d:

Closely nmonitor the Funds’ revenue and expenses to ensure
the Fund's future sol vency.

Ensure that revenues and expenses are recorded accurately on
the Fund’s financial statenents.

Ensure that all expenses charged to the Fund are appropriate
and properly docunent ed.

Ensure that the Chairman repays the Fund for the $5,910 in
i nappropriate travel expenses paid by the Fund. 1In
addition, the trustees should review all travel expenses
prior to paynent to ensure that only appropriate expenses
are paid.

Ensure that all required information is included in the
Fund's Directive #12 filing.

Fund officials agreed with the report’s findings and
recommendati ons. They said they had recouped $5,910 in
guestionabl e travel expenses fromthe former chairman, whom
they had replaced. They said they had al so retained a new
CPA firmand had instituted additional internal controls to
ensure that Fund resources are only used to cover legitimte
expenses.
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Updat e
The Fund did not provide followup information.

R I S I

VELFARE FUNDS

Anal ysis of the Financial and Operating Practices of Union-
Adm ni stered Benefit Funds Wiose Fiscal Years Ended in Cal endar
Year 1999

Audit # FMD1-072A

Conptroller's Audit Library # 7294
| ssued: June 29, 2001

Monetary Effect: None

I nt roducti on

This audit anal yzed the financial and operating
practi ces of union-adm nistered benefit funds whose fiscal
years ended in cal endar year 1999. New York City
contri buted approximately $701.6 million to the 106 union-
adm ni stered active, retiree welfare and annuity funds whose
fiscal years ended in cal endar year 1999. O the 106 funds,
11 funds received less than 5 percent of their total revenues
in Cty contributions or had substantial revenues not
contributed by the City. The audit conpared data on the
overall financial activities of the remaining 95 union-
adm ni stered active and retiree wel fare, education, and
annuity funds. The Gty contributed approxi mately $689
mllion to those 95 funds during fiscal year 1999.

The benefit funds were established under collective
bar gai ni ng agreenents and decl arati ons of trust between the
Unions and the City of New York. Those funds provide City
enpl oyees, retirees, and dependents with a variety of
suppl enental health benefits not provided under GCty-
adm ni stered health i nsurance plans. Certain other benefits
are al so provided at the discretion of the individual funds
(e.g., annuity accounts, life insurance, disability, and
| egal benefits).

Results

This is the Conptroller’s office’s 20'" report review ng
the financial data submtted by the funds. As in previous
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reports, there were differences in the amounts spent by the
funds for adm nistrative purposes. In addition, several funds
mai nt ai ned hi gh reserves whil e expendi ng | ower -t han-average
anounts for benefits—a possible indication that excessive
reserves were accunul ated at the expense of nenbers

benefits. Further, sone Funds did not conply with various
areas of Directive #12 requirenments and of the fund
agreenments, for exanple, delaying nenbers' eligibility for
benefits.

The audit nade ni ne recommendati ons to address the above
weaknesses, including that:

Trustees of funds with high adm nistrative expenses and | ow
benefits shoul d reduce adm ni strative expenses to inprove
their levels of benefits to nenbers.

Trustees of funds with | ow reserve | evels should ensure that
their funds maintain sufficient reserves to guard agai nst
i nsol vency.

Update: Not Applicable

kkkikkkkikkhk*k

VELFARE FUNDS

Audit Report on the Financial and Qperating Practices of the
House Staff Benefits Plan and Legal Services Plan of the
Conmittee of Interns and Residents; January 1, 1999 to Decenber
31, 1999

Audit # FRO1-170A

Conptroller’s Audit Library # 7284
| ssued: June 26, 2001

Monetary Effect: Not Applicable

I nt roducti on

This audit determ ned whet her the House Staff Benefits
Plan of the Commttee of Interns and Residents (the Fund))
conplied with applicable procedures and reporting
requirements, as set forth in Conptroller’s Directive #12, as
well as with its own benefit processing and accounting
procedures.
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Resul ts

The Fund generally conplied with the procedures and
reporting requirenents of Directive #12, as well as with its
own accounting procedures. In addition, the Fund had adequate
internal controls over the processing and reporting of
contributions received and benefit and adm nistrative
expenses paid. However, there were m nor weaknesses in the
Fund’ s financial and operating practices. Specifically, the
Fund’s conputerized |ists of nenbers contai ned many duplicate
entries, the Fund did not adequately docunent the anpunts it
spent on | egal services, and nmade questionabl e paynents
totaling $9,589 for “neeting expenses.” In addition, the
Fund' s financial statements contained a nunber of errors, and
we noted certain weaknesses in the Fund’s accounting system

The report recomended that the Fund’ s Trustees: review
the eligibility database and renove all duplicate entries;
mai nt ai n adequate supporting docunentation for all |ega
expenses charged to the Fund; naintain adequate docunentation
for all neeting expenses; and ensure that all expenses are
properly recorded on its financial statenents.

In its response the Fund stated that it does not believe
that duplicate participant nanes on its eligibility lists
pose any problem that it maintains adequate supporting
docunentation for |egal and neeting expenses charged to it;
and that it already properly includes Fund enpl oyee benefit
costs in its reported adm nistrative costs.

Updat e

The Fund did not provide followup information.

*kkkkkkkk*k
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And OTPS. .. ... . FY 98, p. 57
Queens #9, Payrol I, Tinekeeping & Purchasing ......... FY 96, p. 40
Queens #9, Fol | ow-up Payroll & Ti nekeepi ng Procedures

And OTPS. .. ... . FY 98, p. 58
Queens #10, Payrol |, Tinekeeping Procedures & OTPS. . ... Fy 97, p. 51
Queens #10, Payrol |, Ti nmekeepi ng Procedures & OTPS. .. .. FY 99, p. 69
Queens #11, Pur chasi ng, Payroll & Tinekeeping ......... FY 95, p. 28
Queens #11, Payrol |, Ti mekeepi ng Procedures & OTPS. .. .. FY 99, p. 70
Queens #12, Payrol |, Ti nmekeeping Procedures & OTPS. .. .. FY 97, p. 52
Queens #12, Payrol |, Ti mekeepi ng Procedures & OTPS. .. .. FY 00, p. 70
Queens #13, Payrol |, Tinmekeeping & Purchasing ......... FY 97, p. 53
Queens #13, Fol l ow-up on Financial and Qperating

Practices.......... . ... .. FY 00, p. 72
Queens #14, Fi nanci al and Operating Practices ......... FY 98, p. 59
Queens #14, Payrol |, Ti mekeepi ng Procedures & OTPS. .. .. FY 00, p. 73
S. I, #1 Fi nanci al and Qperating Practices ......... FY 95, p. 29
S.I, #1 Fol  ow-up Financial & Operating Practice...FY 98, p. 61
S. 1, #2 Fi nancial & Operating Practices........... FY 96, p. 41
S. I, #2 Fol | owup Financial & Operating Practice ..FY 99, p. 71
S.|I, #3 Fi nancial & Operating Practices........... FY 96, p. 43
S. 1, #3 Fol | ow-up Fi nancial & Operating Practices..FY 99, p. 72

Communi ty Devel opnent Agency
Two CDA Contractors and CDA Contract Performance
INndicat or S . . ... FY 95, p. 31
Monitoring of CDA Contracts. .......... ... ... FY 97, p. 55
Conptroller's, Ofice of

Comptroller's Ofice Data Processing Preparation for Y2K....FY 99, p. 75
Fi scal Year 1994 Cost Allocation Plan (Report).............. FY 95, p. 34
Fi scal Year 1995 Cost Allocation Plan (Report).............. FY 96, p. 46
Fi scal Year 1996 Cost Allocation Plan (Report).............. FY 97, p. 57
Fi scal Year 1997 Cost Allocation Plan (Report).............. FY 98, p. 62
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Fi scal Year 1999 Cost Allocation Plan (Report).............. FY 00, p. 77
Fi scal Year 2000 Cost Allocation Plan (Report).............. FY 01, p. 75
Fol | ow-up on Data Processing Preparation for Y2K............ FY 00, p. 75
Internal Control Review of the Bureau of Asset

Managenment's Trading Division.................. . ... ... FY 95, p. 33
Jack Resnick & Sons, Inc. Rent Escal ation for Space

Leased by Conptroller’s Ofice.......... ... . . ... . ... FY 99, p. 77
Real Estate Tax Refund for Space Leased by NYC Conptroller’s

Ofice at 161 WlliamStreet . ........ ... ... . . .. . ... FY 98, p. 63
Rent Escal ation Costs for Space Leased by the NYC

For Conptroller at 161 WIlliam St, (Lease No, x6379) ....... FY 95, p. 35
Rent Escal ati on Costs for Space Leased by the NYC

Comptroller's Ofice ..... ... ... .. e FY 96, p. 45

State Street Bank and Trust Co, N. A 's Conpliance
with the Terns of the Custodian Agreenent with the
City of New York for Short Term Investnment Asset Contract ..FY 95 p. 33

Conflicts of Interest Board

Data Processing Preparation for the Year 2000............... FY 99, p. 78
Revi ew of Payroll and Small Procurenment Qperation........... FY 97, p. 57

Consuner Affairs, Departnent of

Col l ection Enforcement Program............... ... .. ... .... FY 95, p. 36
Data Processing Preparation for the Year 2000............... FY 99, p. 80
Fol l ow-up on Internal Controls over Cash Receipts........... FY 00, p. 78
Internal Controls Over Cash Receipts ....................... FY 95, p. 37
Procedures for Processing Consuner Conplaints............... FY 96, p. 47
Smal | Procurenent and Vouchering Practices.................. FY 99, p. 81
Correction, Board of

Fol | ow-up Audit on Small Procurenent and

Vouchering PracticCes ........ ... et FY 01, p. 76
Smal | Procurenent and Vouchering Practices.................. FY 96, p. 49
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Award and Adm nistration of Construction dainms............. FY 94, p. 4
Conpliance wwth Gty Procurenent Rules ..................... FY 96, p. 50
Costs Submitted by Petracca & Sons Inc ..................... FY 93, p. 4
Data Cent er . ... ... e FY 98, p. 65
Data Processing Preparation for the Year 2000............... FY 98, p. 67
D gital Equipnment Corp. Profit and Loss Analysis............ FY 96, p. 52
Digital Equi pnent Corp. Change Oder ....................... FY 97, p. 59
Followup on Data Center .......... ... ... FYy 01, p. 78
Fol l ow-up on Conpliance with Gty Procurenent Rules......... FY 01, p. 80
Fol | ow-up on Data Processing Preparation for Y2K............ FY 00, p. 83
Internal Controls & Accountability over Bail Funds .......... FY 98, p. 70
Local Area Network ... .. ... . . . . . . . e FY 98, p. 64
Y2K Preparation for Non-Information Technol ogy Assets ....... FY 00, p. 81
Qoportunities to I nprove DOC s Warehouse Operations......... FY 93, p. 4
Ti mekeepi ng and Payroll Procedures for Trade Enployees ..... FY 98, p. 68
Court Adm ni stration
Paynments to Attorneys in Assigned Counsel Plan.............. FYy 92, p. 3
Crimnal Justice Coordinator, Ofice of
Fol | ow-up on Paynments to Attorneys in the Assigned
Counsel Plan. .. ... ... .. FY 96, p. 53
Cultural Affairs, Departnent of

Conmputer Inventory Audit ....... ... .. . . . . .. FY 97, p. 60
Data Processing Preparation for Year 2000 .................. FY 99, p. 83
Fi nanci al and Operating Practices of Queens Botani cal

Garden July 1, 1999 to June 30, 2000 ...................... FY 01, p. 83
Internal Controls and Operating Practices of the P.S. 1

Contenporary Art Center ... ... .. . ... FY 99, p. 84
Monitoring of Cultural Institution's Use of City Funds ...... FY 96, p. 55

Payroll Distribution........ ... . ... . . . . . . . . . . . . . ... ... FY 94, p. 5
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Desi gn and Construction, Departnent of
Adm nistration of School Rehabilitation Work................ FY 99, p. 88
Data Processing Preparation for Y2K........................ FY 99, p. 87
Devel opnent & | npl enentati on of an Aut omated Proj ect
Managenent Information Systens............... .. .. . . ... .... FY 98, p. 72
Fol | ow-up on Devel opnent & | npl enentati on of an
Aut omat ed Proj ect Managenent Information System............ FY 00, p. 86
Smal | Procurement and Vouchering Practices.................. FY 00, p. 88
District Attorney
Br onx Fi nanci al and Qperating Practices ......... FY 99, p. 90
Br onx Fi nanci al and Operating Practices ......... FY 97, p. 64
Br ookl yn Fi nanci al and Operating Practices ......... FY 98, p. 74
Br ookl yn Fol | ow-up of Financial and Qperating
Practices . ......... . .. FY 01, p. 85
Manhat t an Fi nanci al and Operating Practices ......... FY 98, p. 76
Manhat t an Fol | ow-up of the Financial and Qperating
Practices.......... . ... .. FY 01, p. 88
Queens Fi nanci al and Qperating Practices ......... FY 96, p. 59
Queens Fol | ow-up Financial & Operating
Practices.......... . ... FY 98, p. 78
Ri chnond Fi nanci al and Qperating Practices ......... FY 96, p. 57
Ri chnond Fol | ow-up Fi nancial & Operating
Practices.......... . ... FY 98, p. 79
Econom ¢ Devel opnent Cor porati on
Followup Lease Projects ......... ... FY 98, p. 84
Job Retention Agreement s . ... ... ... FY 98, p. 82
Lease Proj eCt S . ... .. FYy 93, p. 8
Real Estate Tax Refund for Space Lease at 161 WlliamSt. ...FY 98, p. 86
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Academ ¢ Conpetence of H gh School Gaduates................ FY 92, p. 9
Adm ni stration of the Special Education Program............. FY 94, p. 7
Adm nistrative staffing at the Central Ofice

July 1, 1998 to June 30, 1999....... . . . . . . ... FY 01, p. 9%4
Adm nistrative Staffing at the District/ Superintendency

O f I CeS. . FYy 01, p. 97
Bilingual Program. ... ... ... . ... .. FY 99, p. 93
Bureau of Supplies ........ . . . e FY 92, p. 6
Bus Contracts for Preschool Handi capped Children............ FY 92, p. 7
Community School District 9 - Effectiveness in Expendi ng

And Accounting for Travel and Conference Expenditures ...... FY 95, p. 43
Conpliance with Fire and Safety Regul ations in

Elementary Schools ...... ... ... . . . . . . . . FY 01, p. 102
Conpliance with Section 211 of the NYS Retirenment And

Conpliance with Social Security Law....................... FY 98, p. 87
Conmunity School District 10 - Effectiveness in Expending

And Accounting for Travel and Conference Expenditures ...... FY 95, p. 45
Conptroller's Report to the New York State Legislature

On Preschool Handi capped Transportation and Program

Service Delivery (Report).......... . . . .. .. FY 95, p. 49
Comput er Equi pnent and Training at Elementary & M ddl e

SChOOI S. . o e FY 00, p. 94
Conput er Equi pnent and Training at Hgh Schools............. FY 00, p. 91
Controls over Cash Receipts......... ... ... . ... FY 00, p.100
Control s Over Custodial Enployees Work Hours................ FY 96, p. 60
Controls Over Custodial Hring Practices and Use of

Separate Bank ACCOUNtS ... ... ... . ... i FY 96, p. 61
Costs of Service Alternatives and Quality of

Transportation for Preschool Handi capped Children

IN NYC (Report) . ... e FY 95, p. 49
Data Integrity and Reliability of Personnel/Payroll

Computer Records ......... ... e FY 96, p. 63
Financial Status Reports .......... ... ... .. FY 92, p. 8
Fol | ow-up on the Adm ni stration of the Special

Education Program. . ... . ... .. .. . . . . e FY 96, p. 64
Fol  ow-up on the Conpliance wi th Public School

Rules & Regulations .. ..... ... ... i FY 96, p. 65
Fol l ow-up on the Internal Controls of the Data

Gt Bl . Fy 01, p. 92
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Fol | ow-up of the Integrated Purchasing and Inventory

System (I PLS) ... FY 95, p. 42
Fol l ow-up of the Internal Controls Over Student

MRt roCards . . . . FYy 01, p. 104
H gh School Teacher Uilization........ ... ... ... ... ... ...... FY 98, p. 90
H gh School Teacher Wilization............................ FY 99, p. 95
| ndi vi dual s Enpl oyed As School Bus Drivers by

Private Conpanies Under Contract .......................... FY 95, p. 47
| ntegrated Purchasing & Inventory Control System............ FY 93, p. 11
Internal Controls of the Data Center ....................... FY 95, p. 41
Internal Controls Over Student MetroCards .................. FY 98, p. 92
| nventory Controls Over Audiovisual Equi pnent in

its High Schools ....... .. . . . . FY 94, p. 6
Cccupational Education Programs. ................iuueiin... FY 95, p. 39
O fice of School Food and Nutritional Services.............. FY 92, p. 5
Payments Under A-132 ... . . ... . FY 95, p. 46
Poor Controls Re: H gh School Computers .................... FY 93, p. 10
Process to Rei nburse the Parents of Speci al

Education Students Wio Attend Private Schools.............. FY 00, p. 98
Procurenent of Individual Consultant Contracts.............. FY 94, p. 8
Real Estate Tax Escalation Charges ......................... FY 96, p. 66
Regi stration of Honeless Students in NYC Schools............ FY 95, p. 40
Second Foll owup for the Admnistration of the Special

Education Program. ... ... ... ... FY 01, p. 100
Uni ted Federation of Teachers Wl fare Fund

Payments Under A-132 ... ... . . .. e FY 95, p. 46
Use of Consultants ........ .. ... e FY 97, p. 67
Utilization of Textbook Money in Bronx Comunity

School District 8 .... ... . . ... e e FY 99, p. 92
Verification of Students' NYC Residence .................... FY 97, p. 65
Wast ef ul Spendi ng and Use of Qutdated Books................. FY 93, p. 12
Wel fare Benefits for Active Enployees and Retirees for

The Period Septenber 1, 1996 to August 31, 1997............ FY 98, p. 89

El ecti ons, Board of

Data Processing Preparation for Year 2000 .................. FY 99, p. 98
El ectronic Voting Machines (Report) ......... . ... .. ........ FY 96, p. 69
Payrol | and Tinekeeping Practices .......................... FY 95, p. 52
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Adult Training Programis Effectiveness in Providing

Vocational Training to Public Assistance

Reci pients and Placing Themin Jobs ....................... FY 95, p. 54
Data Processing Preparation for Year 2000 .................. FY 99, p. 100
Devel opnent and Inplenmentation of AIMS ..................... Fy 97, p. 70
Equi pment 1 nVventory ... ... e e Fy 97, p. 71
Fol l ow-up of the Adult Training Program s Effectiveness

In Providing Vocational Training to Public Assistance

Reci pients and placing themin Jobs ....................... FY 00, p.103
Fol | ow-up of the Automated Information System............... FY 01, p.107
Fol | ow-up of the Sunmer Youth Enployment Program............ FY 95, p. 55
Mai nfranme Conversion to LANVWan Environnment .. ............... FY 97, p. 68
Smal | Procurenent and Vouchering Practices.................. FY 01, p.108
Sunmer Yout h Enpl oynent Program s Effectiveness

with Respect to Providing a Structured Wrk

Environment for its Youth Participants .................... FY 94, p. 9

Envi ronnental Protection, Departnent of

Air Pollution Inspection Program........................... FY 95, p. 57
Billing of the Port Authority of New York and New

Jersey for Water and Sewer Usage ............ ..., FY 95, p. 60
Bureau of Water and Sewer Qperations’ |nventory

Controls & Purchasing Practices .............. ... .. ...... FY 99, p.104

Construction of City Water Tunnel No. 3, Stages 1 & 2

And Planning for Stages 3 & 4 . ... . . . ... FY 01, p.110
Consul tant Sel ection and Fee Rates for

Desi gn and Construction Managenent ........................ FY 97, p. 72
Costs of Sewage Sludge Disposal System..................... FY 92, p. 13
Data Processing Preparation for Y2K............ ... ... ... .... FY 99, p.104
Efforts at Preparing Non-Information Technology............. FY 00, p.105
Envi ronnental Control Board Case Processing Practices....... FY 00, p.107
Fi nanci al Practices of the Catskill Watershed Corporation ...FY 00, p.111
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Fol | ow-up Audit on the Internal Controls

Over Cash Receipts & Case Processing at the ECB............ FY 97, p. 74
Fol lowup Billing of the Port Authority of New York and New

Jersey for Water and Sewer Usage ............ ... FY 98, p.103
Fol l ow-up on Correcting a Series of Deficiencies in

its Water main Installation Practices ..................... Fy 95, p. 58
Fol  ow-up on Progress in Upgrading the City's Six

Sewage Treatnent Plants in the Catskills and

Del anare WAtersheds ........... . . .. . . . . .. FY 96, p. 73
Land Acquisition and Stewardship Program ................... FYy 01, p.113
Second Fol |l ow-up on Progress in Upgrading the CGity's six

Sewage Treatnent Plants in the Catskills and

Del aware WAtersheds .. ... ... . .. . . . FY 98, p. 95
Fol l ow-up on the Air Pollution Inspection Program........... FY 96, p. 71

Industrial Pretreatment Program........................... FY 92, p. 16
Ol Spills in Navigable Waters............ .. . ... . . ... . ..... FY 92, p. 12
Progress in Upgrading the Gty's Six Sewage
Treatnment Plants in the Catskill and Del anare

VAt er sheds . . . . .. FY 95, p. 61
Projected Annual Staffing Levels at the Proposed

Conbi ned Sewer Overflow Facilities .......... ... .. ........ FY 96, p. 75
Regul atory Conpliance and Inspection Unit .................. FY 97, p. 79
Sel ection Procedures for Architectural/Engi neering

Consul tant . ... ... .. . e FY 92, p. 14
Toilet Rebate Program. . ... ... . . ... .. FY 97, p. 77
Universal Metering Program ............ .. . ... ... FY 98, p. 100
Wat ershed Protection Program Catskill and Del anare

Watershed I nspectors ......... ... . .. i, FY 96, p. 76
Watershed Agricultural Program.............. ... . ... ... ..... FY 98, p. 97

Equal Enpl oynment Practices Commi ssion

Certain PraCtiCeS . ... .o e Fy 97, p. 81

Followup on Certain Practices......... ... ... ... FY 99, p. 106
Fi nanci al I nformation Systens Agency (Fl SA)

Data Processing Preparation for Year 2000 .................. FY 99, p.110

Ti mekeepi ng Practices & Procedures for Evening Shift ........ FY 99, p.112
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Fi nance, Departnent of

Cash Controls of the Brooklyn Gty Register................. FY 00, p.117
Cash Controls of the Manhattan, Queens, and Bronx

Gty Registers . ... . e FY 01, p.116
Gty Vendors. .. ... Fy 92, p. 19
Col l ection of Commercial Rent Tax Warrants.................. FY 93, p. 14
Col I ection of Mnies Omved by City Enpl oyees for

Qut standi Ng SUNMMDNSES . . . . ... i e e FY 00, p.119
Data Processing Preparation for the Year 2000............... FY 98, p. 105
Fast Parking Meter ainms.......... ... ... FY 97, p. 84
Fol | ow-up Audit on Collection of Qutstandi ng Taxes

From Gty Vendors ..... ... ... FY 97, p. 86
Fol | ow-up on Parking Summons Col lections Unit ............... FY 97, p. 83
Fol | ow-up on the Procurenment of Banking Services............ FY 96, p. 79
Fol I ow-up on Hotel Room Qccupancy Tax Col | ection

Practi CeS . .. FY 99, p. 108
Fol |l ow-up of the Sheriff’'s Internal Controls over Seized

Vehi Cl S, . . FY 01, p.118
Ceneral Corporation Tax WArrants ............. . ... FY 92, p. 21
Hot el Room CccupanCy TaX ... ... ..t FY 92, p. 20
| dentifying Contractors That Owe Back Taxes................. FY 92, p. 18
Proposed Settlenent Ofice of a Petition for Reduction

O the Assessed Val ues of Real Property Under the Snall

C ai s Assessnment Review Procedure ............. . ... ...... FY 98, p.111
Real Estate Tax Refund for Space Leased at 150 Nassau St. ...FY 98, p. 110
Smal | Procurement and Vouchering Practices.................. FY 98, P.108
System Certification and Internal Project Controls

Over the Devel opnent of the Fairtax System................. FY 95, p. 64
Use and Reporting of Performance Measures for its

Business Collection Unit........ ... .. ... . . . . . . . .. FY 95, p. 63
Wl fare Benefit Fund Paynments............... ... . ... ... ..... FY 97, p. 85
Fol | ow-up System Certification and Internal Projects

Controls Over the Devel opment of the FAIRTAX System........ FY 98, p. 106

Fi re Depart nent

Billing Practices of the Explosives Unit ................... FY 95, p. 69
Bureau of Information and Conputer Service

Data Center ... ... e FY 95, p. 68
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Data Processing Preparation for Y2K.......... ... ... ... ..... FY 99, p.114
Fol l ow-up on Fire Prevention through Education.............. FY 01, p.125
Fol | ow-up Audit on of the Bureau of |nformation

and Conputer Services Data Center (BICS) .................. FY 97, p. 88
Fol | ow- up Review of "The Inspection Units of

The NYC Fire Departnent's Bureau of Fire

Prevention (MA89-203, May 7,1991)" ... ...... ... ... . ... ..... FY 94, p. 10
Fol  ow-up on Smal | Procurenent and Vouchering Practices ..... Fy 01, p.123
Fol | ow- up of Warehouse and Inventory Operations............. FY 99, p. 119
| nspection Efforts of the Bureau of Fire Prevention......... FY 95, p. 67
Internal Controls for the Arson | nformation Managenent

System Data Center . ... ... ... ... FY 96, p. 80
M sapplication of Fire Code in Fee Collection and

M suse of Notices of Violation by the Fire

Suppression Systens Unit........ ... ... ... . . .. FY 95, p. 70
Qperations of Bureau of Fire Prevention .................... FY 99, p.116
Qperating Practices of the 1-B Medical Board................ FY 96, p. 82
Qperating Practices of the 1-B Medical Board................ FY 00, p.126
Overtine Paynents Made To Fire Al arm Di spatchers

& Supervising Fire AlarmDi spatchers ...................... FYy 97, p. 90
Pensi on Funds' Data Processing Preparation for Y2K.......... FY 00, p.122
Fire Prevention through Education Report ................... FY 98, p.114
Second Fol l ow-up for Bureau of Information and Conputer

Services Data Center . .... ... ... FY 01, p. 121
Smal | Procurenent and Vouchering Practices July 1, 1996

To June 30, 1997 ... . FY 98, p.113
Warehouse & Inventory Qperations . ........... . ..., FY 96, p. 84
Y2K Preparation for Non-Information Technology Facilities ...FY 00, p.124

Ceneral Services, Departnent of
(See: Cityw de Administrative Services, Departnent of)
Heal t h, Departnent of

Bureau of Day Care's Center Inspection Practices............ FY 93, p. 16
Data Processing for Year 2000........... .. .. .. . ... FY 99, p. 121
Smal | Procurenent and Vouchering Practices.................. FY 99, p.122
Col lection Practices and Procedures ............. ... ... ..... FY 93, p. 18

350



AUDI T TI TLE AGENCY ANNUAL REPORT YEAR
PAGE
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D vision of D sease Intervention's Bureau of

Laboratories Procedures for Testing Reporting

And Treating Patients Screened for Tuberculosis............ FY 94, p. 13
D vision of Vital Records' Conpliance with

Comptroller's Directive No. 11 - "Cash

Accountability and Control": Prelimnary Findings.......... FY 95, p. 79
D vision of Vital Records' Business Rel ationship

wth Vital Chek Network . .... ... .. . . . . .. . FY 95, p. 81
Effectiveness of AIDS Hotline............ ... . . . ... . . ...... FYy 01, p.131
Fi nancial & Operating Practices of NYC s Center for

Animal Care and Control .......... . . .. . .. .. FY 98, p.123
Fol l ow-up Audit on the Division of Vital Records

Compliance with Conptroller's Directive #11................ FY 97, p. 99

Fol |l owup of the Bureau of Day Care's Mnitoring of
Centers, I nspection Practices, Processing of

Conpl aints,and Related Matters.............. . ... .. ........ FY 95, p. 78
Fol | ow- up Revi ew of Medi cai d Rei nbursenment of

Patient Ainic ViSits ... ... . . . . i FY 94, p. 14
Fol | ow- up Revi ew of the Procurenent and Inventory

Practices of the Chief Medical Examiner Audit.............. FY 94, p. 15
Fol | ow- up Review of OIPS Expenditures ...................... FY 94, p. 16
Procurement of CPA ServicCesS. .. ... ... ... FY 97, p. 100
Wde Area NetwWork ... ... e FY 01, p.129

Heal th & Hospitals Corporation

Auxiliary to Coney |Island Hospital, Inc.

January 1, 1998 to Decenber 31, 1999 Hospital Center ....... FY 01, p. 134
Auxi | iary of El mhurst Hospital Center Inc.

January 1, 1999 to Decenber 31, 1999 ...................... FY 01, p. 135
Auxi liary of Jacobi Medical Center, Inc .................... FY 01, p. 138
Billing and Coll ection Practices and Procedures............. FY 94, p. 17
Bel | evue Hospital’'s Tinekeepi ng and Payroll|l Practices

And Procedures Over Trade Enployees ....................... FY 98, p. 117
Col l ection Practices and Procedures Related to Medicaid

Managed Care and Heal th Mai ntenance Organizations .......... FY 98, p.120
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Docunentation Submtted by the State University of New

York Health Sciences Center at Brooklyn in Response to a

Rel ated Audit of Its Affiliation Contract with Kings

County Hospital ...... ... . . FY 98, p.123
El mhurst Hospital's Affiliation Contract with

M. Sinai School of Medicine......... ... ... ... ... . ... ..... FY 95, p. 74
El mhurst Hospital Center Inventory Controls of
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Followup Report on HHC ... ... ... . . ... . . . . . . . .. FY 00, p.131
Harl em Hospital's Affiliation Contract with Col unbi a

Uni versity's School of Physicians & Surgeons............... FY 96, p. 91
Harl em Hospital Center Auxiliary, Inc. ..................... FY 00, p.134
Internal Controls over Cash Receipts at El nhurst

Hospital . ... e FY 01, p. 146
Kings County Hospital's Affiliation Contract
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Procedur es . . ... .. . e FYy 97, p. 97
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Procurenent of Non-Capital Goods and Services............... FY 99, p. 127
Queens Hospital's Affiliation Contract with

M. Sinai School of Medicine.............. .. ... . . ... ..... FY 95, p. 75
Queens Hospital Auxiliary, Inc. .......... ... ... .. . ... . ..... FY 01, p.144
Sal ary I ncreases to Physicians at Kings County

Hospital Center Using State 405 Funds ..................... FY 94, p. 18
System Audit Report on the Patient Care

Informati on System at the Bronx Mini ci pal

Hospital Center ... ... ... .. FY 94, p. 19

Honel ess Servi ces, Departnent of

Conpl i ance of the Floating Hospital, Inc., with its

Contract to Provide Medical Services in the Auburn

Fam |y Reception Center ....... ... . . . .. ... FY 01, p.154
Data Processing Control and Procedures ..................... FY 98, p. 125
Data Processing Preparation for the Year 2000............... FY 98, p. 127
Eval uati on of Single Room Cccupancy Contractors'

Performance. . ... .. . FY 00, p. 143
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Fol | ow-up on Data Processing Controls and Procedures ........ FY 01, p. 149
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