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To the Citizens of the City of New York 
 
 
Ladies and Gentlemen: 
 
In accordance with the Comptroller’s responsibilities contained in Chapter 5, §93, of the New 
York City Charter, my office has audited other than personal services expenditures of schools 
within the Department of Education (DOE) Regional Operations Center (ROC) for Regions 4 
and 5.  The audit determined whether the DOE procurement policies and procedures were 
followed for goods and services purchased by the schools that require ROC approval.   
 
The results of our audit, which are presented in this report, have been discussed with officials 
from the DOE, and their comments have been considered in preparing this report. 
 
Audits such as this provide a means of ensuring that the ROCs are following DOE guidelines 
and that City funds are used appropriately and in the best interest of the public. 
 
I trust that this report contains information that is of interest to you.  If you have any questions 
concerning this report, please e-mail my audit bureau at audit@comptroller.nyc.gov or telephone 
my office at 212-669-3747. 
 
 
Very truly yours, 

 
William C. Thompson, Jr. 
 
WCT/fh 
 
Report: MD05-067A 
Filed:  May 4, 2005 
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Audit Report on Other Than Personal Services Expenditures  

Of Schools within the Department of Education  
Regional Operations Center for Regions 4 and 5  

 
MD05-067A 

 
AUDIT REPORT IN BRIEF 

 
The audit determined whether the Department of Education’s (DOE) procurement 

policies and procedures were followed for goods and services purchased by schools in Regions 4 
and 5 that require Regional Operations Center (ROC) approval.  

 
Audit Findings and Conclusions 

 
Based on the documentation provided, we found that officials of the ROC and schools of 

Regions 4 and 5 generally did follow DOE’s procurement policies and procedures for purchases 
that required ROC approval.  Specifically: 

 
• Other Than Personal Services (OTPS) purchases were reasonable and necessary for 

the operation of the schools.  Equipment items purchased were found to be in use at 
the schools; 

 
• Purchase orders were properly prepared and contained appropriate authorizations; 
 
• Vendor invoices were on file to substantiate the amount paid; and  
 
• Funds were encumbered before receipt of goods and services. 

 
  However, our review disclosed the following weaknesses: 
 

• ROC officials did not receive required certification of delivery for three (8%) of 37 
sampled purchases before processing their payments.       

 
• ROC officials did not ensure that there was adequate written justification or approval 

from the Administrator of OPM (the DOE Office of Purchasing Management) for two 
of the nine sole-source purchases in our sample.  
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• For two (33%) of the six sampled purchases of goods and services for which schools 
were required to obtain written bids, ROC employees approved the related purchase 
orders without receiving the bidding documentation to support the purchases. 

 
• The ROC processed two payments for services, totaling $25,500, before the services 

were rendered.  
 

• The ROC did not adequately segregate the responsibilities for approving purchase 
orders from processing payments for vendor invoices.  In addition, there was a lack of 
supervision over the ROC invoice processing function.  

 
Based on our findings, we make eight recommendations, including the following: 
 
• ROC officials should obtain certification of delivery for purchases of goods and 

services prior to payment of invoices. 
 

• ROC officials should review solicited written bids to ensure compliance with the 
bidding guidelines before approving purchase orders. 

• ROC officials should maintain copies of bid documentation. 
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INTRODUCTION 

 
Background 
  

DOE provides primary and secondary education to more than one million New York City 
students. The school system is organized into 10 regions, each of which includes approximately 
130 schools.  Six ROCs provide business and administrative services to the schools within their 
assigned regions.  While school purchases are made at the individual school level, ROC officials 
review and approve: school-generated purchase orders; bidding documents for school purchases 
above certain monetary limits; and evidence of receipt of items purchased. ROC officials also 
process payments for school purchases, except for purchases made on behalf of the schools by 
the DOE Central Office.  

 
There are several methods by which individual schools can purchase goods and services. 

 Items can be procured through the DOE’s on-line Fastrack Ordering System (Fastrack) for 
general supplies, textbooks, computer and audio-visual software, athletic supplies, and other 
items currently available under requirement contracts with OPM.  ROC approval is not required 
for these purchases.  Goods and services that are not available through Fastrack may be obtained 
by purchase orders prepared under DOE’s Financial Accounting Management Information 
System (FAMIS).1 Designated users at individual schools can use FAMIS to electronically 
generate purchase orders. ROC officials must approve purchases greater than $15,000 that are 
obtained under DOE contracts and purchases greater than $5,000 that are not obtained under 
DOE contracts.  Finally, small purchases or emergency purchases can be handled with a 
procurement card (P-card) or through the Small Item Payment Process (SIPP), formerly known 
as the imprest fund.  ROC officials review all P-card applications and all SIPP purchases greater 
than $500. 

  
The ROC in Queens for Regions 4 and 5, the focus of this audit, is responsible for fiscal 

oversight of the schools within those regions. As of December 31, 2003, there were 
approximately 196,000 students in 213 schools in the two regions. During Fiscal Year 2004, 
OTPS expenditures for schools in the two regions were approximately $26 million. Fiscal Year 
2004 OTPS expenditures that required ROC approval were approximately $9 million.   

 
This is one of a series of audits conducted in accordance with the intent of Article 52-A, 

§2590m, of the New York State Education Law, which requires that the Comptroller audit the 
accounts of the (then) Board of Education and each community school district and report the 
results of the audits at least once every four years.  Due to legal and organizational changes, the 
(then) Board of Education is now known as the Department of Education, and the ROCs have 
assumed the administrative and business functions that the community school districts performed 
previously. 
 

                      
1  FAMIS links all financial accounting transactions, from budgeting and procurement to payment.    
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Objective 
 

The objective of this audit was to determine whether DOE’s procurement policies and 
procedures were followed for goods and services purchased by schools in Regions 4 and 5 that 
required ROC approval.    

  
 
Scope and Methodology 
 
 The scope period of our audit was Fiscal Year 2004.  To obtain an understanding of the 
policies, procedures, and regulations governing OTPS purchases, we reviewed: 

 
• OPM’s  School Purchasing Guide, Procurement Policy chapter; 

 
• the Standard Operating Procedures Manual for Schools and Financial 

Management Centers, OTPS Purchases chapter (SOPM) dated November 22, 
2002; and 

 
• relevant DOE memoranda and newsletters posted on DOE’s Web site. 

 
To obtain an overview of the school purchasing process we reviewed a draft of the 

School Procurement Process flowchart from DOE’s Office of Auditor General.  To understand 
the internal controls and the responsibilities of ROC officials, we interviewed the ROC Director, 
deputy directors and contract officers and obtained ROC’s organization chart depicting the 
functional units responsible for processing purchases.  We also interviewed the Executive 
Director of DOE’s Division of Financial Operations and the administrators of DOE’s Fiscal 
Affairs and Accounts Payables Unit.    

 
In addition, we reviewed relevant prior audit reports issued by the Comptroller’s Office 

on community school district operations (Audit Report on the Financial and Operating Practices 
of Community School District 15, issued June 30, 2003, and Audit Report on the Financial and 
Operating Practices of Community School District 5, issued June 23, 2003).  To familiarize 
ourselves with FAMIS, we reviewed the DOE guide, Using FAMIS for Purchasing and 
Payments.   

  
In accordance with our audit objective, our sampled purchases consisted of those 

contracted and non-contracted purchases that required ROC approval.  Other purchases, which 
included those processed through Fastrack,2 P-cards, SIPPs, and those relating to Universal Pre-
K contracts, were not reviewed since ROC approval is not required for these transactions.    

 
To select our audit sample, we obtained the population database of Fiscal Year 2004 

OTPS payments for ROC Regions 4 and 5.  During Fiscal Year 2004, there were 119 OTPS 

                      
2 Fastrack purchases are forwarded to OPM, not the ROC, for entry into a production run to produce a 
machine-generated order. 
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purchases totaling approximately $3 million for 16 schools that had five or more purchases for 
goods and services that exceeded the monetary limit for ROC purchase approval.  We randomly 
selected six out of the 16 schools (three schools were selected from each region).  We reviewed 
all of the 37 purchase orders, totaling $969,567, at our six sampled schools.  

  
We visited the schools from November 10 to December 2, 2004.  We documented our 

understanding of the schools’ purchasing practices and determined whether they were in 
accordance with DOE’s SOPM.  For each sampled purchase, we reviewed the purchase files at 
the schools for the following documentation: 

 
• Purchase orders with requisite authorizations and approvals; 
  
• Evidence of competitive bidding (when required);  

 
• Vendor invoices; 

 
• Evidence that appropriate approvals were obtained for sole-source purchases; 

 
• Documentation showing that professional services paid for were actually received.  
 
We also determined whether equipment items purchased was on hand.  Since ROC 

officials are responsible for reviewing compliance with DOE bidding requirements, confirming 
receipt of items purchased, and authorizing payments, we reviewed the ROC’s files to determine 
whether they contained: vendor invoices; appropriate bidding documentation; and certifications 
from school officials that goods and services purchased were actually received. 

 
The results of the above tests, while not projectable to all schools within Regions 4 and 5 

whose purchases required ROC approval, provided a reasonable basis to assess compliance with 
DOE purchasing procedures.   
 
 This audit was conducted in accordance with generally accepted government auditing 
standards (GAGAS) and included tests of the records and other auditing procedures considered 
necessary. This audit was performed in accordance with the responsibilities of the City 
Comptroller as set forth in Chapter 5, §93, of the New York City Charter and Article 52-A, 
§2590m, of the New York State Education Law. 
 
 
DOE Response 
 
 The matters covered in this report were discussed with DOE and ROC officials during 
and at the conclusion of this audit.  A preliminary draft report was sent to DOE and ROC 
officials on March 2, 2005, and was discussed at an exit conference held on March 14, 2005.   
We submitted a draft report to DOE officials on March 23, 2005, with a request for comments. 
We received a written response from DOE officials on April 6, 2005.  
 

In their comments, DOE officials stated that they have already taken steps to implement 
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the audit’s recommendations.  
 

DOE officials also stated, “Given that this was a huge transition year for the Department, 
we are pleased to see that the reports recognize the work that is being done by the ROCs. . .” 
 

The full texts of the DOE responses are included as addenda to this report. 
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FINDINGS AND RECOMMENDATIONS 
 

Based on the documentation provided, we found that officials of the ROC and schools of 
Regions 4 and 5 generally did follow DOE’s procurement policies and procedures for purchases 
that required ROC approval.  Specifically: 

 
• OTPS purchases were reasonable and necessary for the operation of the schools.  

Equipment items purchased were found to be in use at the schools; 
  
• Purchase orders were properly prepared and contained appropriate authorizations; 
 
• Vendor invoices were on file to substantiate the amount paid; and  
 
• Funds were encumbered before receipt of goods and services. 

 
  However, our review disclosed the following weaknesses: 
 

• ROC officials did not receive required certification of delivery for three (8%) of 37 
sampled purchases before processing their payments.       

 
• ROC officials did not ensure that there was adequate written justification or approval 

from the Administrator of OPM for two of the nine sole-source purchases in our 
sample.  

 
• For two (33%) of the six sampled purchases of goods and services for which schools 

were required to obtain written bids, ROC employees approved the related purchase 
orders without receiving the bidding documentation to support the purchases. 

 
• The ROC processed two payments for services, totaling $25,500, before the services 

were rendered.   
 

• The ROC did not adequately segregate the responsibilities for approving purchase 
orders from processing payments for vendor invoices.  In addition, there was a lack of 
supervision over the ROC invoice processing function.  

 
These issues are discussed in the following sections of the report. 

 
 
Lack of Certification of Delivery for Goods or Services  
  

 ROC officials did not receive the required certification of delivery for three (8%) of 37 
sampled purchases for goods before processing their payments.       

 
During school visits, we confirmed that all of the three purchases for goods were 

delivered.   In addition, at our exit conference, ROC officials provided to us certification of 
deliveries for these items, which were faxed to them by the schools after payments were 
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processed.  Based on the documentation provided, we noted that for one of the cited purchases, 
the ROC official processed the related invoice for payment on December 10, 2003, before its 
receipt date of January 2004, as signed by the receiver at the school.      
  

The SOPM states, “Adequate supporting documentation should be on file prior to paying 
for goods/services.”  In addition, it states that certification that goods or services have been 
delivered in satisfactory condition should be indicated by the signature of the receiver.   

 
ROC officials stated that they review evidence of receipt for school purchases when 

processing payments.  This procedure is also shown in the DOE Office of Auditor General’s 
Draft Flowchart of the School Procurement Process. 

 
The schools should inform ROC officials when goods or services have been received.  

Without documented certification of delivery, it is possible that the ROC will pay for goods or 
services that have not been delivered.   
 

 
Recommendation 
 
ROC officials should: 
 
1.  Obtain certification of delivery for purchases of goods and services prior to payment 

of invoices. 
 
DOE Response:   “Our office will reemphasize these rules to both our staff and school 
officials throughout our ongoing trainings.  Additionally, the department is implementing 
an automated system to certify delivery which will be implemented in May 2005.” 

 
 
Lack of Written Justification and OPM Approval  
For Sole-Source Purchases  
 

ROC officials did not ensure that there was adequate written justification or approval 
from the Administrator of OPM for two of the nine sole-source purchases in our sample.  

 
The SOPM stipulates that sole-source purchases should be used, “When a vendor for 

very specific reasons, is identified as the only feasible source, for obtaining certain items.”  In 
that regard, the SOPM requires:  

• “Evidence that no other service provides substantially equivalent, or similar benefits 
and that considering the benefits received, the cost of service is reasonable. 

• “Documentable evidence that there is no possibility of competition for the 
procurement of the item. 

•  “Vendor is otherwise uniquely qualified in the desired area.” 
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Moreover, the SOPM states that for sole-source purchases of commodities and purchases 
above $5,000, approval from the Administrator of the OPM is required.  DOE officials informed 
us that as part of OPM’s approval process, it verifies that the item or service can only be 
purchased from one vendor.    

 
At our exit conference, we received copies of e-mails stating that the dollar limit for the 

requirement of OPM approval had increased from $5,000 to $15,000.   However, since this 
policy change was not formally written or approved, we did not consider it an official policy 
change; therefore, we have not changed our statistics.  

 
ROC officials stated that schools are to forward to them the written justification for sole-

source purchases.  Furthermore, they receive the final approval from the Administrator of OPM. 
To ensure that schools do not circumvent the bidding process, ROC officials need to confirm that 
schools have written justification and OPM approval for sole-source purchases. 

 
 

  Recommendations 

 ROC officials should ensure that 

2. School officials provide written justification for all sole-source purchases not 
approved by OPM, in accordance with the SOPM.  The ROC should review this 
documentation before approving such purchases.  

3. Sole-source purchases are approved by the OPM Administrator when required. 

DOE Response:  “The ROC Contract Officers and staff have been reminded to follow the 
procedures identified in SOPM relating to sole-source services. 

“To resolve the issue of whether the ROC’s have sole-source approval power between 
$5,000-$15,000, the SOPM has been officially changed indicating this on February 2005 
for commodities. We will ensure strict compliance with the procedures requiring 
approval of proposed sole source professional service orders, above $5,000, by the OPM 
Administrator.” 

 

Lack of Purchase Bidding Documents  

 For two (33%) of the six sampled purchases of goods and services for which schools 
were required to obtain written bids, ROC employees approved the related purchase orders 
without receiving the bidding documentation to support the purchases. 

 The SOPM requires that for non-contracted purchases greater than $5,000, the schools 
must solicit three faxed or written bids.  In addition, it states that the approving officer’s 
responsibility is “to review all purchasing documents for compliance with purchasing 
regulations, certify that funds are available for the expenditure and authorize the processing of 
the transaction into FAMIS.” 
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 ROC officials stated that non-contracted purchases greater than $5,000 and all contracted 
purchases greater than $15,000 should receive their approval.  They stated that as part of the 
approval process the schools submit bidding documentation to them for review. 

 One of our cited purchases showed that one of its three written bids was solicited by a 
school designee after he submitted the purchase order, including the selected vendor’s name, to 
the ROC for approval. Clearly solicitation of bids after a vendor has been selected is not in 
compliance with the intent of competitive bidding practices.  

  

 Recommendations  

 ROC officials should: 

4. Review solicited written bids to ensure compliance with the bidding guidelines before 
approving purchase orders. 

5. Maintain copies of bid documentation. 

DOE Response:  “Staff have been reminded that approval of any non-contracted 
purchase greater than $5,000 must have proper bid documents prior to the approval of the 
aforementioned PO’s and that these documents must be maintained in the file. 

“Proper bidding procedures have been reinforced during the training sessions conducted 
at ROC and will be reinforced again at future training sessions.” 

 
Services Not Rendered Prior to Payment of Invoices 
 
 The ROC processed two payments for services, totaling $25,500, before the services 
were rendered. 
   

According to the SOPM, “Services must be rendered prior to payments to vendors unless 
unique circumstances require prepayments.  FMCs should continue to issue memoranda to 
schools advising them of such.”   
 

The two cited purchases were for workshops held on August 30 and 31, 2004. The 
principal certified that services were delivered by signing the purchase orders on June 28, 2004, 
and submitting them to the ROC.  A ROC official, upon receipt of the invoices and the signed 
purchase orders certifying delivery, processed the payments on July 15, 2004, six weeks before 
the services were actually rendered. 

 
 
Recommendation 
 
6. ROC officials should ensure that services are rendered prior to payment of invoices. 
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DOE Response:  “It was reinforced with all ROC procurement staff during training and 
was reinforced with school staff that no payments are to be issued prior to rendering of 
services.” 
 
 

Inadequate Segregation of Duties      
 
 For six (17%) of the 37 sampled payments, the same ROC official approved the purchase 
orders and processed the invoices for payment.  In addition, there was no supervision over the 
ROC invoice processing function.   
 

Comptroller’s Directive #1—Internal Controls—states that to “minimize the possibility 
of inefficiency, errors, and fraud, responsibility for a sequence for related operations should be 
divided among two or more persons. . . . Key duties and responsibilities in authorizing, 
processing, recording, reviewing transactions and safeguarding assets should be separated among 
individuals.” 

 
Segregating responsibilities would enhance the internal controls, ensure that all purchases 

are reasonable and appropriate, and reduce the scope for error or fraud.  In addition, without 
supervisory review over the invoice processing function, accurate data entry is not assured.  For 
instance, the ROC incorrectly posted in FAMIS four payments for services, totaling $20,712, to 
Public School 78 instead of Public School 111, which received the services.  
 
  

Recommendations 
 
 ROC officials should ensure that 
 

7. The responsibilities for approving purchase orders and processing invoices for 
payment are segregated among different employees. 

 
DOE Response:  “We have reinforced with ROC staff that those approving non-
contracted purchases greater than $5,000 and contracted purchases greater than $15,000 
should not approve the payments.” 
 
8.    Supervision exists over the invoice processing function. 
 
DOE Response:  “We will continue monitoring the process to ensure proper supervision 
of the ROC invoicing process.” 
 

      






























