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Scope of Audit

Audit Observations
and Conclusions

Executive Summary

City University of New York 
Herbert H. Lehman College
Selected Financial Management Practices

Herbert H. Lehman  College (Lehman or the College) is one of 11 senior
colleges in the City University of New York (CUNY) system.  Located in the
Bronx, the College offers Bachelor’s and Master’s degree programs.  During
fiscal year 1998-99, its total expenditures were $45.8 million.  As of October
1999, there were approximately 712 full-time employees, 435 adjunct
professors, and 263 temporary employees.  About 9,000 students, including
1,800 graduate students, were enrolled in the College at that time.  Pursuant
to the New York State Governmental Accountability, Audit and Internal
Control Act (Act), Lehman provides an Internal Control Program to ensure
adequate control and accountability for operations and assets.
 
Our audit addressed the following question about selected financial manage-
ment practices at Lehman for the period of January 1, 1998 through
December 31, 1999:

! Does Lehman College maintain adequate internal control over
revenue and the payroll and personnel function?

We conclude that there are significant opportunities for Lehman to improve
its overall Internal Control Program particularly with respect to revenue and
the payroll and personnel function. We reach this conclusion because the
Program has not identified internal control weaknesses which our audit shows
to exist and which require corrective actions.  Certain payroll control
weaknesses that we found have resulted in overpayments to staff, while
weaknesses in controls over tuition waivers and tuition hardship deferrals
present risks for revenue losses.
 
When we reviewed payroll practices we found undistributed payroll checks
were not being returned to the New York State Department of Taxation and
Finance as required when the checks had been on hand for over 30 days.
Our audit tests showed 175 undistributed payroll checks on hand for over 30
days.  We also found questionable employee Social Security numbers
recorded on the payroll for certain employees.  When we examined
employee time and attendance controls, we noted that seven Lehman
employees had taken College courses during their work day but were not
charging their leave accruals as required.  We also found that 99 hours of
work paid for Public Safety Department staff were questionable because of
discrepancies among various timekeeping records for 28 employees over a
four-week period. In our review of classified staff leave accrual records, we
noted that annual and sick leave accruals were being routinely advanced
before employees earned the accruals in order to cover their absences.  At



Comments of
CUNY Officials

times during the period February 1999 to August 1999, nine employees had
collectively been paid for more than 79 days of sick and annual leave even
though they had not earned sufficient accruals to cover the related absences.
At the time of our audit, payroll deductions had only covered 14 of these
days.  (See pp. 7-16)

The College lacked comprehensive guidelines and criteria for its tuition
Hardship Deferral Program and veterans tuition deferrals did not comply
with certain CUNY requirements.  In addition, documentation to support
request and approval for tuition waivers for College employees was not
readily available in several instances, but was subsequently located.  (See pp.
19-20 and pp. 23-24)

We made two general recommendations for improving the College’s Internal
Control Program and several recommendations for specifically improving
internal controls for the payroll and personnel function and for revenue.  (See
p. 5, pp. 16-18 and pp. 25-26)

Lehman College officials agree with many of our audit recommendations, but
disagree with others.  They also disagree with our audit methodologies.
Officials of CUNY Central Administration Internal Audit and Management
Services provided comments supporting the Internal Control Program and
requesting assistance in the access to and support for social security number
verification software.
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Background

Audit Scope,
Objectives, and
Methodology

Introduction

Herbert H. Lehman College (College or Lehman) is one of 11 senior colleges
in the City University of New York (CUNY) system.  Located in the Bronx,
the College offers Bachelor’s and Master’s degree programs.  During fiscal
year 1998-99, the College’s total expenditures were $45.8 million, including
payroll and fringe benefits of about $41.8 million.  Lehman processes its
payroll using the new State payroll system known as PaySR (Payroll System
Replacement Project).  As of October 1999, Lehman had approximately 712
full-time employees, 435 adjunct professors, and 263 temporary employees
listed on the payroll.  Over 9,000 students, including 1,800 graduate students,
were enrolled in the College at that time.

College revenues for fiscal year 1998-99 were $24.1 million.  Major sources
of revenue included student tuition ($10.1 million), New York State Tuition
Assistance Program ($6.3 million), and financial aid ($6.2 million).  Tuition
waivers for this period were about $879,000.  For the 1999-00 academic
year, tuition for full-time students is $3,200 for New York State residents and
$6,800 for out-of-State residents.

We audited selected financial management practices at Lehman for the
period January 1, 1998 through December 31, 1999.  The objectives of our
financial audit were to evaluate the adequacy of the College’s internal control
over revenue and the payroll and personnel function.  To accomplish these
objectives, we reviewed Lehman’s policies and procedures, applicable rules
and regulations, and other appropriate documentation.  We also interviewed
management and staff at the College, CUNY Central, and other CUNY
schools.  In addition, we tested selected controls and transactions.

We conducted our audit in accordance with generally accepted government
auditing standards.  Such standards require that we plan and perform our
audit to adequately assess those operations of Lehman which are included in
our audit scope.  These standards also require that we understand Lehman’s
internal control structure and its compliance with those laws, rules and
regulations that are relevant to Lehman’s operations included in our audit
scope.  An audit includes examining, on a test basis, evidence supporting
transactions recorded in the accounting and operating records and applying
such other auditing procedures as we consider necessary in the circum-
stances.  An audit also includes assessing the estimates, judgments and
decisions made by management.  We believe that our audit provides a
reasonable basis for our findings, conclusions and recommendations.
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Internal Control
and Compliance
Summary

Response of
Lehman and CUNY
Central Officials to
Audit

We use a risk-based approach when selecting activities to be audited.  This
approach focuses our audit efforts on those operations that have been
identified through a preliminary survey as having the greatest probability for
needing improvement.  Consequently, by design, finite audit resources are
used to identify where and how improvements can be made.  Thus, little
audit effort is devoted to reviewing operations that may already be relatively
efficient or effective.  As a result, our audit reports are prepared on an
“exception basis.”  This report, therefore, highlights those areas needing
improvement and does not address activities that may be functioning properly.

Our consideration of the College’s internal controls identified weaknesses
with respect to revenues and the payroll and personnel function.  These
weaknesses are explained in the sections of this report entitled “Internal
Control Program,” “Payroll and Personnel” and “Revenue.”

A draft copy of this report was provided to Lehman and CUNY Central
officials for their review and comment.  Their comments have been
considered in preparation of this report and are included as Appendix B.

Within 90 days after final release of this report, as required by Section 170
of the Executive Law, the Chancellor of the City University of New York
shall report to the Governor, the State Comptroller, and the leaders of the
Legislature and fiscal committees, advising what steps were taken to
implement the recommendations contained herein and where recommenda-
tions were not implemented, the reasons therefor. 
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Internal Control Program
The New York State Governmental Accountability, Audit and Internal
Control (Act) requires that CUNY, as well other entities subject to the Act,
must establish and maintain guidelines for a system of internal controls to
ensure adequate control and accountability for operations and assets.  In a
report to the New York State Division of the Budget, CUNY certifies
annually that CUNY is in compliance with the Act’s requirements for
establishing and maintaining systems of internal control and a program of
internal control review.  At Lehman, the College Controller is also the
Internal Control Officer.  The Internal Control Officer has responsibility for
the College’s Internal Control Program.

We conclude that there are significant opportunities for Lehman to improve
its overall Internal Control Program particularly with respect to revenue and
the payroll and personnel function.  We reach this conclusion because many
of the payroll and revenue internal control weaknesses that our audit
identifies are not disclosed in the College’s internal control review reports.
The weaknesses that we have found are detailed in the remaining two major
sections of this report which are entitled “Payroll and Personnel” and
“Revenue.”  The following paragraphs provide more specific findings about
weaknesses in the College’s Internal Control Program. 

Designating the Controller as Internal Control Officer creates a conflict since
the Controller also is responsible for College financial records, bank accounts
and disbursement activities which, as Internal Control Officer, he must
objectively report about.  We recommend that Lehman consider designating
another manager to be the College Internal Control Officer.  If this is not
feasible, the College should require, as a compensating control, that a
manager other than the College Controller must review and approve of any
internal control reports for the functions of the Controller.

We reviewed seven internal control risk assessment reports covering
important functions (Business Manager, Student Financial Services, Bursar,
Purchasing, Accounts Payable, Personnel, and Payroll).  Generally, we
found the reports lacked details.  Those pertaining to revenue and payroll do
not, for example, identify the control weaknesses that our audit finds.  In
addition, six of these reports show no indication of review by the Internal
Control Officer.  If the College’s Internal Control Program is to be effective,
such risk assessment reports must be prepared more comprehensively and
must have an indication of review by the Internal Control Officer.

(In responding to our audit report, CUNY Central officials state that Internal
Control Officers were designated by their respective college presidents



4

because of their broad knowledge.  Officials also point out that CUNY’s
Internal Control Program exists without State funding and in a climate of
scarce resources, and that any criticism of the Program should be accompa-
nied by a recommendation for funding to achieve compliance.  In addition,
CUNY Central officials state that the audit does a disservice to imply the
College’s Program was not effective, and they take exception to generaliza-
tions that the self assessments lack detail.  Concerning this latter point,
CUNY Central officials state that the reports are intended to be used
basically by managers for their own purposes.)

(College officials responded by agreeing to transfer responsibility for internal
control to the Office of the Vice President of Administration, but only to
avoid the perception of impropriety and to comply with our audit recommen-
dation.  College officials also maintain that it is unrealistic to expect that one
person with the additional duty of Internal Control Officer can bring the same
level of review as four auditors examining operations for four months.)

Auditors’ Comments: We acknowledge that the judgment of college
presidents determines who should be appointed as Internal Control Officers,
that no specific State funding exists for the Internal Control Program and that
internal control reports must primarily be useful to managers and that the
reports do identify improvement opportunities.  We do not agree, however,
that any criticism of the College’s Program must be accompanied with a
recommendation for Program funding.  Adjustments and improvements such
as we recommend to consider designating someone else as Internal Control
Officer and to better document preparation and review of control reports do
not necessarily have a significant cost.  Also, we intend no disservice with
these observations.  Rather, our intention is to provide objective feedback on
what an effective internal control program ought to include, such as a review
by someone independent of the functions being reported on.  In addition, we
recognize that it is unlikely that one part-time Internal Control Officer can
accomplish the same review as an audit team.  However, we maintain that
it is appropriate to expect the Officer to document review of control reports.
We also believe that it is reasonable to expect that staff experienced with
College operations should have identified and documented some of the basic
control issues found during the audit.
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Recommendations

1. Consider designating a manager other that the Controller to be the
College Internal Control Officer.  If this is not feasible, designate
an independent manager to review and approve internal control
reports covering the functions of the Controller.

(College officials responded that they have already implemented
recommendation Number 1.)

2. Prepare internal control risk assessment reports in a more
comprehensive manner and have the Internal Control Officer
document his review of the reports.

(College officials responded that recommendation Number 2 is
being done and that it has been done in the past as all reports were
forwarded to CUNY Central Internal Audit.)

Auditors’ Comments: As we previously explained, we believe the
College can improve upon the detail and the review and approval of
its internal control reports. 
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Separation of
Duties

Payroll and Personnel
Personnel is the most significant component of the College’s annual costs.
Effective internal controls over payroll and personnel are necessary to ensure
there is no waste or abuse involved in this cost.  Our audit shows that the
College has several payroll and personnel internal control weaknesses
pertaining to separation of employee duties, paycheck distribution, the
accuracy of social security numbers in PaySR, and employee time and
attendance record keeping.  These weaknesses tend to diminish manage-
ment’s assurances that personal service cost is without waste or abuse.

According to the New York State Accounting User Procedure Manual
(Manual), records used to prepare the payroll should be generated outside the
payroll office.  Thus, the personnel office should report in writing to the
payroll office any authorized changes to the payroll.  Based on that
information, the payroll office prepares, processes and certifies the payroll.
Such separation of duties promotes the integrity and accuracy of the payroll
function.  In our review of the College’s payroll preparation controls and
procedures, we observed the following separation of duties weaknesses which
tend to diminish assurances about ongoing integrity of the payroll function:

! The Director of Human Resources, the Assistant Personnel Director,
and the Payroll Director are each authorized to certify Lehman’s
payroll for payment.  To maintain necessary separation of duties, the
payroll certification task should only be performed by appropriate
payroll staff and should not be assigned to anyone in the personnel
office.  

! The Payroll Director and the Assistant Personnel Director are PaySR
“superusers” and, therefore have access to all PaySR files.
Providing the Assistant Personnel Director with this unlimited access
to PaySR compromises internal controls over payroll.  In addition,
to reduce the risk of inappropriate payroll transactions, the Payroll
Director’s access to PaySR should be limited since the Director also
certifies the payroll.

! Lehman was not producing a PaySR summary transaction report
needed to account for all payroll changes at the time the biweekly
payroll was being certified.  Without the report, there is no way that
Personnel staff can determine if all payroll changes have been
authorized.  Lehman officials, subsequently explained that payroll
staff have received training that enables them to produce and use the
report.
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Payroll Changes

(In responding to our audit report, College officials state that payroll
certification is not done through PaySR and the Payroll Manager (Director)
has other PaySR duties besides certifying the payroll.  Officials believe that
limiting the PaySR access of the Manager is not feasible.  They add that the
College did not receive training for PaySR reports until late in 1999 and that
the summary transaction report is utilized for position pay employees only.)

Auditors’ Comments: Since the Payroll Manager certifies payroll; his PaySR
processing capabilities should be limited to what is necessary and appropriate
for his job, as opposed to his present all encompassing “superuser”
capability.  PaySR can produce a daily report of all transactions.  This should
be obtained in support of payroll certification.

Consistent with the Manual, PaySR payroll change transactions should be
documented with a Personnel Action (PA) form.  In addition, necessary
transactions to delete employees from the payroll should be processed on a
timely basis to minimize risk for the intentional or unintentional wrongful
production and/or distribution of a paycheck.

We found Lehman sometimes processes payroll transactions without the
required supporting documentation.  For example, we identified that two
payroll additions and two payroll deletions, performed to accomplish
retroactive payments to former employees, were not supported with the PA
form.

(In responding to our audit report, College officials state that a Personnel
Action Form generates the majority of PaySR entries and that a group of
employees compensated by position pay have their hours and hourly rates
entered on a biweekly basis through approved time sheets.  They add that for
PaySR changes for contractual obligations, PaySR requires only the
appropriate comments to denote justification.)

Auditors’ Comments: Our findings about using the Personnel Action Form
for PaySR transactions are in the context of two payroll addition and deletion
transactions which were necessary to make retroactive payments to former
employees.  Such additions to and deletions from PaySR should be supported
with a Personnel Action Form.

When we reviewed retroactive payments made between June 3, 1999 and
July 29, 1999 to 25 former Lehman employees, we noted that the names of
these employees remained on PaySR for up to three months after they were
no longer employed by Lehman.  While this only resulted in unnecessary $0
paychecks being generated for several of these employees, the risk existed
that checks with actual dollar values could have been produced and
misappropriated.
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Payroll Check
Distribution

Moreover, we also found that while the July 15, 1999 payroll for the College
listed 1,663 employees, 526 (32 percent) of these staff had not worked in the
pay period covered by this payroll and received no compensation.  This total
included 504 of 690 adjunct professors and 22 of 68 skilled maintenance
workers on the payroll.  We checked the adjunct professor payroll records
as of October 21, 1999 (fall semester) and again noted that while there were
791 adjuncts listed, 356 (45 percent) received no compensation and were not
teaching at Lehman in that semester.  Lehman officials explained that the
College’s practice is to maintain these staff on the payroll, unless they resign,
even though there may be extended periods when they are not working and
are not going to be paid.  Leaving these employees on the payroll for
extended periods increases the likelihood for improper paychecks to be
produced without detection. 

According to the Manual, paychecks should be distributed by a business
office employee who is not connected with steps in the payroll preparation
process.  For example, supervisors, who have responsibility for employee
time records and the initiation of employee payroll transactions, should not
receive their employees’ paychecks. Also, undelivered checks should be sent
immediately to someone not involved in the payroll process.  Checks not
claimed after 30 days should be returned to the New York State Department
of Taxation and Finance.

At the College, an individual employee can pick up his or her check at the
Bursar’s Office or a given employee can go to the Bursar’s Office to pick up
paychecks on behalf of all employees in his or her department.  Except for
a sign stating that persons picking up paychecks must show a Lehman College
ID and must sign a check distribution sheet, there are no written procedures
pertaining to how Lehman handles paycheck distribution.  In the absence of
such procedures, our audit notes the following exceptions.

! At the July 29, 1999 paycheck distribution, many employees picked
up paychecks without showing any ID or obtained the checks after
showing an ID other than a Lehman College ID.  Also, the Bursar
did not maintain a list showing who was authorized to pick up
paychecks on behalf of others.

!! Undistributed paychecks are not expected to be returned to the Bursar
until after eight days past payday.  

! Bursar’s staff kept undistributed paychecks for up to four weeks.
Such checks were then sent to the Human Resources Department,
instead of to an independent unit.
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Verification of
Employees’ Social
Security Numbers

! The Assistant Personnel Director informed us that after he verified
that payees for returned, undistributed paychecks were still employed
at Lehman, he forwarded the checks directly to the employees’
supervisors.

(In response to the audit findings, Lehman officials state that the
practice of paycheck distribution by employee’s supervisors was
stopped in August 1999.)

! One retroactive paycheck for $811 from 28 such checks issued
between June 3, 1999 and July 29, 1999 was sent to the last known
address of a former employee who had died.  The check was mailed
without using certified mail, return receipt requested.  The check had
not been cashed as of November 2, 1999 and its whereabouts
remained unknown.  Lehman officials planned to issue a new check
payable to the estate of the former employee.  However, as of
December 17, 1999 a stop payment had not been initiated for the
original paycheck.

! On July 29, 1999 the College had 175 paychecks that were over 30
days old and should have, therefore, been sent to the Department of
Taxation and Finance.  Of these, the Bursar’s office held 115 and the
Human Resources Department held 60.

(In responding to our audit report, College officials state that the Payroll Unit
is the only department that can return a paycheck to the State Department of
Taxation and Finance because information and documentation required by the
Department of Taxation and Finance can only be gleaned from PaySR.
College officials also state that paychecks are originally distributed only when
the identity of the individual requesting a check has been verified using either
a Lehman ID or a driver’s license which has the added benefit of a picture
ID and an address.  College officials state that employees picking up a
paycheck without showing ID are persons who the Bursar’s staff have known
for years.  Nevertheless, the officials agree to provide written check
distribution guidelines and to require presentation of Lehman ID.)

Auditors’ Comments: While an independent unit maintains physical custody
of the paychecks, the Payroll Unit staff can obtain the information and
documentation necessary for the return of undelivered paychecks to the
Department of Taxation and Finance.

All payroll-related information should be verified and entered accurately on
PaySR by user agency staff.  We obtained the records of all Lehman
employees whose names were listed on the payroll from January 1998
through July 1999.  Using Veris software, which identifies questionable
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Social Security numbers, we identified that 35 employees’ Social Security
numbers on PaySR were questionable.  According to the Veris software
some of the Social Security numbers may be those of individuals who were
deceased, some may never have been issued by the Social Security
Administration, and others were from the current series of numbers being
issued by the Social Security Administration.
 
We attempted to further check the accuracy of the Social Security numbers
for the 35 employees by checking Lehman’s personnel records.  For 3 of the
35 employees we did not find any personnel files and we were, therefore,
unable to further check those employees’ Social Security numbers.  We found
that the Social Security numbers in the records for 12 of the remaining 32
employees did not match the number recorded on PaySR.  For the remaining
employees, we found documentation supporting the Social Security numbers
that appeared for them on PaySR.

We told Lehman officials about questionable Social Security numbers, and
asked them to direct the employees to verify their numbers with reliable
documentation.  No employees came forward to provide such documentation
while we were at the College.  We also provided OSC’s payroll unit with this
information.

If an employee provides his or her employer with an incorrect Social
Security number or if Lehman staff entered the number by mistake on
PaySR, the appropriate earnings and tax withholdings will not be reported
properly to the local, State, or Federal taxing authorities.  In addition, the
employee’s Social Security contributions will not be credited to the proper
account.  Lehman officials must assure themselves that their employees’
Social Security numbers are accurate and are recorded correctly on PaySR.

(In responding to our audit report, College officials indicate that Human
Resources has instituted steps to review the inputting of employees’ social
security numbers into PaySR.  They add that a significant number of social
security numbers were inadvertently transposed at the time of automated
conversion to PaySR.  In addition, College officials state that we should
provide to all agencies the Veris software we use in our testing of social
security numbers.)

(CUNY Central officials agree with the College’s position that we should
provide all agencies with the Veris software for checking social security
numbers.  In this regard, officials ask that we address the possibility of
funding support or other arrangements to reduce agency cost to use this
software.)
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Time and
Attendance
Practices

Auditors’ Comments: Since the completion of our audit, the Office of the
State Comptroller’s Payroll Unit has executed an arrangement with the Social
Security Administration to match PaySR social security numbers of
employees with the official numbers residing with the Social Security
Administration.  Plans are currently underway for implementing this
matching capability for PaySR employees. This arrangement may minimize
the need to acquire software packages for use by agencies.

To have effective payroll control, time and attendance practices must
accurately account for the time that each employee is not on the job.
Procedures must also ensure that leave accruals are correctly charged or
appropriate pay deductions are taken when employees are absent.  When we
examined various College time and attendance practices related to the
employee tuition waiver program and the preparation of timekeeping records
by Public Safety Department staff and full-time classified staff, we identified
several weaknesses that diminished the effectiveness of payroll control.
Certain of these weaknesses have resulted in overpayments to staff and
others result in the risk for overpayments.

Employees Taking Classes

According to CUNY’s Tuition and Fee Manual (TF Manual), employees
participating in the CUNY employee tuition waiver program may not take
courses at the College during their normal working hours. However,
participating white-collar employees may take a course during their lunch
hour, which is supposed to fall between 11:45 a.m. and 2:15 p.m.  These
employees are then to charge 15 minutes of annual leave for each hour of
class that coincides with a meal time. Lehman’s Director of Human
Resources issued a memorandum on August 5, 1999, reiterating these
regulations.

During the fall 1998, spring 1999 and fall 1999 semesters; 263 employee
waivers were granted.  We reviewed the class schedules and time records
of 12 employees who received waivers.  We identified seven employees who
were taking courses at Lehman during their regularly scheduled work hours.
We found that these employees had not charged leave for the time they were
attending the courses.  For example, we noted that during the fall 1999
semester one employee in the Graduate Studies Department was taking a
class scheduled to meet from 12 noon until 1:50 p.m. on Tuesdays and
Thursdays.  On September 28, 1999, we confirmed that this employee was
not at her work station during this period.  Six days after we made our
observation, her supervisor submitted to the Director of Human Resources
a request to change the employee’s work schedule, claiming that the office
needed to be open until 7 p.m. on Tuesdays and Thursdays, the same days the
employee was in class.  The request stated that the employee’s revised
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schedule had been worked out in August 1999.  However, the employee’s
time sheets for the period prior to our observation indicated that she always
worked until 5 p.m.  Only the time sheets she submitted after our observa-
tions indicated a revised schedule; and Lehman’s fall 1999 Schedule of
Classes listed the Graduate Studies office hours as 9 a.m. to 5 p.m., Monday
to Friday.

(In responding to our audit report, College officials indicate that Human
Resources will conduct random audits of employees who are attending
classes to insure proper accountability of time and attendance reports.)

Public Safety Time Records

According to CUNY timekeeping regulations, Public Safety officers are
required to record their arrival and departure times each workday.  Lehman
officials enforce this regulation by requiring the officers to punch a time
clock at the beginning and end of each shift, and to fill out a daily time sheet.
In addition, the Public Safety Department requires the supervisor to initial an
employee’s time card if he or she does not punch in or out, or if the time
entries on the card are hand written. According to the Assistant Director of
Public Safety, the time card serves as a control mechanism, while the time
sheet attests to the employee’s work hours.  (The employee signs the time
sheet, and the payroll staff use it to determine the salary payment.)

To determine whether Public Safety officials were enforcing Lehman’s time
and attendance requirements, we reviewed a total of 112 time cards and the
corresponding time sheets that all 28 Public Safety employees who are
required to punch a time clock had submitted over a four-week period.  We
found 24 exceptions pertaining to 13 employees when we reviewed these two
records.  As a result, we concluded that more than 99 work hours reported
in these records for the 13 employees were questionable.  Of these 24
exceptions, 17 represented discrepancies between the time cards and the time
sheets.  These discrepancies had not been identified or investigated by Public
Safety officials.  The seven remaining exceptions represented instances
where the time cards had not been punched as required.  For four of these
exceptions, evidence of supervisor’s initials on the time cards was also
missing.

We also found that Public Safety officers were completing their time sheets
before the end of the day. At 11:30 a.m. on September 13, 1999, we visited
the Public Safety Department booth and found that three officers had already
completed their time sheets showing a 3:30 p.m. end of day.

(In responding to our audit report, College officials state that training for
Public Safety supervisors has been conducted regarding time and attendance,
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and that such training will become part of the supervisors’ annual training
program.)

Time Sheets and Accruals of Classified Staff

According to the College’s timekeeping regulations, all full-time classified
employees (CUNY Office/Secretarial Series, Mail Services Workers,
College Accounting Series, Technical Support Aide, CUNY Computer Aide,
CUNY Computer Associate, CUNY Computer Programmer Analyst, College
Print Shop Series, Purchasing Agent Series, Supervisor of Stock Workers
and Stock Worker) are required to record their arrival and departure times,
and to sign the Daily Time Record (a weekly summary of attendance).
Furthermore, each Monday the completed Daily Time Record (Record) for
the previous week must be submitted to the personnel office which maintains
a Check-off List (List) to record the submissions.

On August 3, 1999, we obtained the Records that had been due on the
previous day.  Of the 147 Records that were due, we found that just 32 (22
percent) had been submitted on time.  It took at least three weeks before all
of the Records were submitted.  This was too late to account for any
necessary payroll changes in a timely manner.

During our review, we also found that 59 Records pertaining to prior periods
for 22 of classified employees were missing.  Some of the employees were
missing as many as six Records that had been due for periods as long as two
months.  Twelve of these 22 employees were being paid through direct
deposit.  When we informed the Personnel Director about the employees who
had repeatedly failed to turn in their Records, she told us that she would start
holding back paychecks until the outstanding Records were submitted.  In
addition, we found that from March 1999 through July 1999, one employee
had erroneously submitted a monthly time Record instead of the required
weekly Record.

Late filing occurs, in part, because the List used to account for the
submission of the Records is neither accurate nor up-to-date.  For example,
on the July 29, 1999 List, we found the names of two employees who were
no longer employed by the College.  Also, the names of two current
employees had been erroneously omitted from the List.  Furthermore, the
List did not contain employees’ first names.  This led to confusion in
accounting for the Records of employees with the same last name.

Consistent with a directive from CUNY Central, Lehman’s Human
Resources Director may permit the use of as much as ten days of annual
leave by other than managerial employees before it is earned.  Permission
is to be granted only in exceptional and unusual cases, and it should be
documented.  While neither CUNY nor Lehman College has similar
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procedures regarding the advancement of sick leave, a good system of
internal controls would also have similar requirements for the advance use
of this type of leave.

We reviewed the time records and leave accrual balances of the College’s
classified staff for the period September 1998 through August 1999, and
determined that nine employees had used both sick and annual leave before
it was earned.  However, we found no documentation indicating that the
Human Resources Director had given permission for such advance of leave.

At times during the period February 1999 to August 1999, these nine
employees had collectively been paid for more than 79 days of sick and
annual leave (67 days were for sick leave and 12 days were annual leave) for
which they had not earned accruals to cover the related absences.  Three of
these employees were allowed to carry negative sick leave balances for six
months, while a fourth did so for ten months.  Two of the employees were
paid for more than ten days of unearned sick leave and one of them was paid
for more than 33 days of such leave.

A College time sheet clerk told us that she had been unable to react to these
conditions on a timely basis because employees were late in submitting time
records. When we reviewed College payroll records in late September 1999,
we found that pay for just 14 days had been deducted from these employees’
paychecks between April 1999 and August 1999. As a result, some of the
employees have been paid for time not worked and there is risk that the
money owed may not be recovered if the employees abruptly leave
employment.  Seven of the nine employees are being paid through direct
deposit, a privilege that the Human Resources Director said she would
consider revoking.

(In responding to our audit report, College officials stated that during the
1999-2000 academic year, new time reports were implemented for hourly
and classified employees and that the reports are to be submitted to Human
Resources to coincide with the end of the pay period.  The time reports have
an area for employees to mark annual and sick leave usage, and leave
accruals are reviewed and corrected by Human Resources.  The officials add
that monetary adjustments are done in the next appropriate pay period.)
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Recommendations

3. Improve payroll separation of duties by limiting the payroll
certification process to only appropriate payroll staff, deleting from
PaySR the “superuser” status of the Payroll Director and the
Assistant Personnel Director and restricting the Payroll Director’s
PaySR access to the payroll certification task.

(College officials disagreed with recommendation Number 3 and
indicated that it was not feasible.)

Auditors’ Comments: As we previously explained, we continue to
urge officials to improve separation of duties and to better limit
access to PaySR.

4. Continue to produce and utilize the PaySR summary transaction
report during the payroll review and certification process.

(College officials stated that recommendation Number 4 is not
accurate.  They stated that the report is for position pay employees
only.)

Auditors’ Comments: We continue to recommend use of the report
to assist in the review and certification of payroll for those
employees included on the report.

5. Make sure that all payroll transactions are supported by the
Personnel Action form or an appropriate record that documents
personnel office approval.

6. Remove employees from the payroll on a timely basis whenever
their services are no longer required.

(College officials agreed with recommendation Number 5 and
recommendation Number 6 and indicated that they have been
implemented.)
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Recommendations (Cont.’d)

7. Establish written check distribution procedures with provisions for:

! displaying a College ID when picking up paychecks,

! maintaining an accurate list of persons approved to pick up
paychecks on behalf of others, 

! returning undelivered paychecks promptly to staff who are
independent of payroll and personnel responsibilities,

! using certified mail with return receipt when sending
checks to former employees with unverified addresses, and

! returning paychecks that are 30 days or more old to the
New York State Department of Taxation and Finance.

(College officials responded with indications of several steps they
have taken to implement most of the procedures specified in
recommendation Number 7.  However, they add that it is not
feasible to return undelivered paychecks to staff independent of
payroll and personnel.)

Auditors’ Comments:  As we previously explained, we continue to
recommend that officials provide undelivered paychecks to staff
independent of payroll and personnel.

8. For the 12 employees that have been cited in this report for PaySR
social security numbers that differ from social security numbers in
Lehman records, confirm the correct social security number and
make sure it is recorded in PaySR.

9. Investigate and take appropriate steps to address the missing
personnel files for the three employees cited in this report.
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Recommendations (Cont.’d)

10. Enforce the policy that employees taking courses under the tuition
waiver program must appropriately charge annual leave accruals.
Investigate and take corrective actions concerning the examples
cited in this report where employees did not appropriately charge
annual leave accruals in connection with the program.

11. Reiterate requirements that Public Safety Supervisors must review
and initial employee time cards that have not been punched through
the time clock or which contain hand written entries.

12. Ensure that Public Safety staff do not complete time sheets before
the end of their workday.

13. Review and follow up on discrepancies between Public Safety time
sheets and time cards, including the discrepancies identified in this
report.

14. Obtain the Daily Time Records of classified employees on a timely
basis at the end of each pay period and maintain an accurate list of
the full names of the classified employees who are to submit the
Records.

15. Discontinue advancing sick leave accruals to employees and make
certain that all advances of annual leave to employees are
documented and approved in accordance with CUNY policy.

16. Take steps to recover any remaining amounts owed, as appropriate,
from the nine employees cited in this report as having negative
leave accrual balances.

17. Consider revoking the direct deposit privilege for employees who
have negative leave balances or who fail to submit time records
when required.

(The response of College officials indicated general agreement with
recommendation Number 8 through recommendation Number 17
and it indicated several steps taken to implement these
recommendations.)
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CUNY Hardship
Deferral Program

Revenue
The largest source of College revenue is collections on student tuition.  As
with others who attend CUNY schools, those attending Lehman College have
options that can be legitimately used to postpone or eliminate tuition payment
and other fees.  These include the use of the Hardship Deferral Program as
well as student and employee tuition waivers.  In our examination of the
practices and procedures for using these options at Lehman, we noted several
weaknesses that risked revenue loss and resulted in non compliance with
required policies and procedures.  We also noted some opportunities for
Lehman to make its cash management more efficient and better controlled.

The financial records of CUNY students are maintained in a computerized
Student Information Management System, known as SIMS.  According to a
September 10, 1999 SIMS report, about 24 percent of the student body (2,133
of about 9,000 students) received more than $1 million in hardship deferrals
of tuition for the fall 1999 semester at Lehman.
 
According to the TF Manual, CUNY’s Hardship Deferral Program allows
a college to defer a portion of a student’s tuition liability until after the
semester has begun.  The college president, or his/her designee, must
develop guidelines for the granting of these deferrals that include the
categories of students to be covered and any conditions or requirements in
addition to the ones set forth in the TF Manual, which include the following:

! To be considered registered, the student must make an initial
payment determined by the college.

! A student who is not paying full tuition at registration because he/she
is being granted a hardship deferral must sign a Hardship Deferral
Promissory Note (Promissory Note) for the remainder of the tuition
liability.  If the student does not meet the terms and conditions of the
Promissory Note, a hold is to be placed on the student’s permanent
records and the student remains liable for the balance due.

! The Promissory Note requires a second payment of at least 50
percent of the remaining liability (the deferred amount).  This is due
30 days after the first day of the semester.  The third and final
payment of the remaining balance is due 60 days after the first day
of the semester.

! The account of a student who defaults on the Promissory Note at any
time will be referred to the University’s collection agencies, and all
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applicable penalty fees, such as the Non-Payment Service Fee, will
be included in the balance due.

However, the Hardship Deferral Program (Program) at Lehman has been
administered by the Financial Aid Office without comprehensive written
guidelines or criteria specific to the College.  The Financial Aid Office has
issued eligibility conditions which state that a maximum of 50 percent of the
tuition liability may be deferred if the applicant has not defaulted on prior
deferments.  However, there is no requirement that the applicant prove or
document financial hardship.

We found that students who made payments weeks and months after the due
dates were given deferrals in subsequent semesters.  We also found that
Bursar holds were not promptly placed on the SIMS record of students who
missed payment due dates.  In addition, we found instances where students
had more than 50 percent of their tuition liability deferred, deviating from
Lehman’s eligibility conditions.  Although these deviations were authorized
by the College’s International Student Advisor, Lehman’s eligibility conditions
did not identify what manager, if any, had the authority to approve such
deviations from policy.

(In responding to our audit report, College officials stated that they planned
to create a document that includes guidelines for the conditions of the
Hardship Deferral Program. Officials explained that a student is entitled to
a subsequent semester deferment unless the student fails to make a payment
by the “last” due date for his/her present deferment. They further explained
there were only two exceptions which would permit extension of eligibility
for deferment beyond the “last” due date for payment.  In addition, officials
stated that bursar holds (stops) are only placed on the SIMS record of
students who missed payment by the “final” due date.)

Auditors’ Comments:   As required by the TF Manual, the College should
have had formal guidelines defining default on a Hardship Deferrals as well
as the exceptions that will exist for this definition, who can approve the
exceptions, and when a Bursar’s hold is to be used.

We also found that some students identified on SIMS as receiving hardship
deferrals were actually granted veterans deferrals of tuition.  Moreover, we
found that Lehman officials were not complying with CUNY’s requirements
for the awarding of veterans deferrals.  For example, Lehman officials did
not establish internal procedures for the granting of veterans deferrals,
requests for deferment were not in writing, proof of student eligibility was
not maintained, and the payment due dates had no correlation to the students
receipt of veterans benefits.  There was no documentation even indicating
that the students were eligible for veterans benefits.
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Tuition Waivers

(In responding to our audit report, College officials stated that they planned
to implement procedures for granting Veterans Tuition Deferments.
Officials explained that SIMS did not provide a code for Veterans Deferrals,
so the College entered these deferrals as Hardship Deferrals.  Officials
added that the student’s record did indicate a veterans deferment.  College
Officials state that they will request CUNY Central to accommodate the
Veterans Deferral Program on SIMS.)

Lehman students can obtain various waivers for tuition and fees.  The amount
of waivers increased at Lehman from $482,000 in the 1996-97 academic year
to $879,000 in the 1998-99 academic year.  Those granted in 1998-99 included
$641,392 in last-semester-free waivers and $180,810 in tuition waivers for
CUNY employees.  The State reimburses the College for such tuition
waivers.

Since 1992, the CUNY Board has offered all undergraduate students a full
waiver of the tuition (last-semester-free waiver) that they would have paid
for their final semester before graduation.  For full-time students, the final,
or “last,” semester is defined as any semester of full-time attendance in
classes for which they will earn 12 or more credits that will enable them to
meet the requirements for a Bachelor’s  degree.  Such a semester begins
when the number of credits the student has completed toward the degree,
plus the registered credits, is greater than or equal to the traditional
requirement for graduation (120 to 128 credits).
 
A full-time student who receives the last-semester-free waiver is not entitled
to additional free credits in a subsequent semester.  A part-time student is
limited to a maximum benefit of 15 free credits, which can be earned over
several semesters.  For part-time students, the last semester begins at the
point in time when a student is 15 credits away from completing the degree,
and ends after the student has registered for the 15  credit.  In their juniorth

year, when students apply to the Registrar, the Registrar responds by letter,
indicating the semester when the student should graduate and when the last-
semester-free benefit begins.  The Registrar updates SIMS accordingly.
 
Lehman students were granted 395 last-semester-free tuition waivers totaling
more than $640,000 for the summer 1998, fall 1998, and spring 1999
semesters.  We reviewed the records of the 20 students who received such
last-semester-free waivers during two or more of these semesters.  We
found that one of the 20 students had more than the maximum allowable
amount of tuition waived.  The student enrolled in a full schedule of classes
in the fall semester, making the full tuition payment, then returned for part-
time attendance in the spring, after which she graduated.  The Registrar’s
records indicate that the spring semester was to be the last semester for the
student.  It appears that when the student registered for the spring semester,
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the student was granted, retroactively, a last-semester-free waiver of $1,600
for the just completed fall semester.  This credit was used to offset the $810
cost of six credits taken in the spring semester with a refund check being
provided for the balance due.  There was no documentation authorizing the
shift of the last semester waiver to the fall semester.

(In responding to our audit report, College officials stated that a SIMS system
glitch was identified and corrected by the Lehman Controller during his end
of year internal review and the student only received one semester free.
Officials add that the SIMS problem seems to have been ameliorated.)

Auditors’ Comments: We agree that the student appears to have obtained only
one semester free.  However, we reiterate that the record we reviewed
shows that the last semester free should have been the spring semester with
a cost of $810 and not the prior fall semester with a cost of $1,600.  If this
inconsistency is attributable to a SIMS “glitch,” the specifics of the glitch
should be documented to CUNY Central for follow up and testing to ensure
it cannot happen again.

We further found nine of the students whose records we reviewed started
receiving the last-semester-free waiver in semesters earlier than the
semester that the Registrar had designated as the last semester.  Six of these
students started receiving waivers during the summer 1998 semester when
they registered as part-time for this shortened semester.  One student then
registered full-time for the fall semester to obtain a last-semester-free
waiver as a full-time student.  Tuition for 3 credits  ($405) was waived for
this student in the summer; then the student applied for and was awarded a
$1,600 waiver again upon registering as a full-time student for 16 credits in
the fall 1998 semester.  In total, this student did not have to pay for the last
19 credits earned at the College.

(In responding to the audit report, College officials rejected as incorrect audit
results stating that 9 of the 20 sampled students started receiving last
semester free benefits prior to the semester designated by the Registrar.
They point out that students file for graduation, cancel, file again and so on.
In addition, students attending full-time switch to part-time for many reasons
and the College does not control this or counsel or advise them regarding full-
time or part-time status.  Officials point out that during the audit, the auditors
stated that CUNY regulations did not preclude students from using the benefit
for the summer session and then using it on a full-time basis during the
following Fall.)

Auditors’ Comments: Based upon the College’s response to the audit report,
we contacted Lehman officials and clarified that the documentation we
reviewed in the Registrar’s Office did, indeed, indicate a different last
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Cash Management

semester free than the one actually granted to the student.  However,
officials added that what is important is that the students are not receiving
more than the maximum number of hours free.  Nevertheless, because
students change their status, it is possible for students to receive more credits
free than they would have been entitled to had they remained either full-time
or part-time and taken the number of free credits permitted under either of
these two scenarios.  The College should consider discussing this issue with
CUNY Central to determine what policies and procedures may be necessary
to address this matter.

According to the TF Manual, collective bargaining agreements between
CUNY and its employee unions generally allow for the waiving of tuition for
certain categories of employees, depending on their titles and circumstances.
To receive a waiver of tuition at any CUNY college, an employee must
obtain the signature of the appropriate personnel director or designee on a
CUNY Employee Tuition Fee Waiver Form.  Waivers are allowed for both
instructional staff and white-collar and blue-collar non-instructional staff who
are covered by CUNY’s collective bargaining agreements with its unions.
Instructional staff and white-collar non-instructional staff are limited to six
credits per semester at the graduate level.  There are no limitations at the
undergraduate level.
  
For the summer 1998, fall 1998, and spring 1999 semesters at Lehman, 123
CUNY employees received a total of $180,810 in employee tuition and fee
waivers processed by the Bursar’s Office for undergraduate and graduate
courses.  When we checked Lehman files in September 1999, we found no
tuition waiver forms on file for 37 student employees whose benefits totaled
$41,890, or 23 percent of the total amount of tuition waivers claimed for our
review period. One employee had taken courses for all three of our sampled
semesters, while another ten employees had attended Lehman for two of the
three sampled semesters.  At our suggestion, by January 10, 2000, Lehman’s
Bursar had requested and obtained approved waivers for those students whose
records had not been on file at the College.
  
(In responding to our audit report, College officials indicated that they have
changed when and where they collect waiver forms, to ensure that all waiver
forms are on file in the Bursar’s Office.)

We found that unnecessary disbursement checks were being written in certain
cases where current students were entitled to a refund for a past semester.
In these cases, Lehman officials would appropriately credit the payments
against students’ tuition and fee liability for the current semester.  However,
instead of simply documenting these transactions with a memorandum or a
notation on SIMS, Bursar’s office officials would issue a check payable to the
College in the amount of the transaction.  The check would then be re-
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deposited into the same tuition and fees bank account.  For the five months
from August 1999 to December 1999, we found that 54 such checks totaling
$5,999 and made payable to the College had been issued from the tuition and
fees account and had been re-deposited into the same account.  We found that
some of the transfers of funds in student accounts between semesters in 1999
were related to overpayments for previous semesters, some dating as far
back as spring 1992.

This practice creates an unnecessary risk that funds may be lost or
misappropriated.  The authorized adjusting entry on SIMS would be better
supported by documentation explaining the reason for adjusting the students
accounts on SIMS.  We also observed that refunds paid directly to students
were not always paid in a timely manner.  We identified 173 refund checks
totaling $38,490 that were issued from August to December 1999 for tuition
and fees overpayments from the spring 1992 through fall 1997 semesters.

(In responding to our audit report, College officials stated that they are
puzzled with audit results finding poor control over cash given no findings
with cash disbursement procedures and with cash receipt procedures.
College officials find their existing procedures for issuing and redepositing
checks superior in terms of control and accountability to our recommenda-
tions for memo entries to handle prior semester refunds for current students.
They indicate that student refunds can arise as a result of changes to financial
aid packages long after the semester for which they were granted.  Also,
officials added that they make every attempt to process refunds as soon as
possible and will work to continue to improve in this area.  Finally, officials
reported that a recent audit of Federal A-133 showed that Lehman was one
of a handful of colleges that did not experience any pro-rata refund
problems.)

Auditors’ Comments: Our report states that there are weaknesses in certain
specific practices and procedures for using the Hardship Deferral Program
as well as student and employee tuition waivers which present a risk for
revenue losses and non compliance with requirements.  Our report goes on
to state that there are some opportunities for Lehman to make its cash
management more efficient and better controlled.  While generating and
redepositing refund checks may have certain advantages for constructing a
match of all relevant information within the accounting system, it also
presents risk because a check is produced and must be handled and accounted
for when no actual cash disbursement to a student payee is required.  The
use of memo documentation or journal entry eliminates this risk.  It is not
clear from the response of College officials whether and to what extent
refunds to students pertain to changes in financial aid packages taking place
long after the semesters for which they are granted.  Nevertheless, it is
encouraging that the College will continue to work in this area.
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Recommendations

18. Establish written guidelines and criteria, including documenting
proof of eligibility, for the College’s use in administering the CUNY
Hardship Deferral Program for tuition.

19. In administering the College’s CUNY Hardship Deferral Program,
adhere to CUNY Central and Lehman requirements by not
providing subsequent tuition deferrals when students default on
deferment agreements, promptly placing holds on the SIMS records
of students who miss payment due dates, and by not deferring more
than 50 percent of tuition liability unless and until policy specifies
who can authorize a greater deferment and under what
circumstances.

20. Establish written procedures governing deferrals of tuition for
veterans, including procedures for requesting such deferrals in
writing, maintaining proof of eligibility, and correlating payment
due dates with the receipt of veterans benefits.
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Recommendations (Cont.’d)

21. When administering the last-semester-free waiver, adhere to the
Registrar’s identification of the semester to be used in making the
determination of the tuition to be waived.

  
22. Enforce requirements that all employees receiving tuition waivers

must have an approved waiver form on file.

(The response of College officials indicated general agreement with
recommendation Number 18 through recommendation Number 22
and it indicated several steps taken to implement these
recommendations.)

23. Discontinue writing checks out to the College and then redepositing
these checks to support the need to credit a student’s current
semester tuition and fee liability for overpayments in a prior
semester.  Utilize appropriate supporting documentation to explain
and provide authorization for the required adjustment transaction on
SIMS.

  
23. Issue refund checks to students in a more timely manner.

(College officials did not agree with either recommendation
Number 23 or recommendation Number 24.  They provided several
reasons why they did not believe these recommendations were
pertinent to their operations.

Auditors’ Comments:  As we previously explained, we continue to
believe that the recommendations are pertinent.
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