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II, Section 8 of the State Finance Law.  We list major contributors to
this report in Appendix A.
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Scope of Audit

Audit Observations
and Conclusions

Executive Summary

State University of New York
Financial Disclosure Reporting For Academic
Employees

The State University of New York (SUNY) has 4 university centers, 13
colleges of arts and science, 6 agricultural and technical colleges, 4
specialized colleges, 5 statutory colleges, and 2 independent health science
centers.  SUNY System Administration provides direction and leadership for
the University.  The Research Foundation of the State of New York
administers sponsored program grants which SUNY academic employees
(faculty) utilize, in part, to conduct research.  Reported sponsored program
grant expenditures were $333 million for the year ended June 30, 1999.
SUNY employs 47,855 staff, including 15,182 academic employees.

SUNY Policy requires faculty and staff to avoid situations that interfere with
their responsibility to SUNY or that substantially conflict with their duties.
The Ethics in Government Act of 1987 protects against conflicts of interest
by requiring certain New York State officers and employees to file financial
disclosure reports with the Ethics Commission.  

In accordance with Ethics Commission Opinion 90-15, SUNY academic
employees whose compensation exceeds a certain amount must file annual
financial disclosures on a SUNY-1 form.  Academic employees involved with
sponsored program grants must also file a SUNY-2 form.  A Designee(s) at
each campus reviews the forms.  An Ethics Commission Manual details
financial reporting process for SUNY academic employees. 

We audited SUNY’s process and oversight for financial disclosure reporting
for academic employees for the period September 1, 1997 through June 30,
2000.  We visited six campuses (University Centers at Albany, Binghamton,
Buffalo and Stony Brook; the Health Science Center at Brooklyn and the
College at Purchase).  We examined 1,587 SUNY-1 forms and 383 SUNY-2
forms.

Our audit addressed the following question:

! Is SUNY in compliance with Ethics Commission requirements for
financial disclosure reporting for academic employees? 

We found that required SUNY-1 and SUNY-2 forms for academic employees
were on file, with a few exceptions, at the campuses.  However, there was
considerable noncompliance with other important Ethics Commission
requirements pertaining to the timeliness, completeness and extent of review
of financial disclosure reports for academic employees.  As a result, there



Comments of
SUNY Officials

is increased risk for situations to be undetected where an academic employee
is involved in outside professional or business activities which interfere or
conflict with their responsibilities to SUNY.

We found that the College at Purchase did not make a request to file forms
until four months after the November 15  filing due date.  At the Universityth

Center at Binghamton and at the University Center at Stony Brook, 98
percent and 79 percent of the available forms, respectively, were filed late.
At the Health Science Center at Brooklyn, 14 of 45 faculty who were
required to file SUNY-2 forms did not do so. (See pp. 5-6)

We also found many instances where required information on the SUNY-1
and SUNY-2 forms was missing or was incomplete. The missing and
incomplete information included such items as sources of honoraria,
consultant fees, or lecture fees; descriptions of positions held with outside
organizations; and the nature of sponsored grant activity.  In total, we found
problems with the completeness of 161 SUNY-1 forms and 169 SUNY-2
forms.  Moreover, we found that Designees either did not review forms for
conflict of interests or did not sufficiently review them.  One Designee
admitted to not knowing what to look for to detect a conflict of interest.  In
this regard, we found that only the College at Purchase had a complete
Manual available for the Designee to use when reviewing the financial
disclosure forms.  We also observed that few potential conflicts of interest
have been reported to System Administration for internal resolution as a
result of the process and oversight for the SUNY-1 and SUNY-2 forms at the
campuses.  (See pp. 6-7)

We made four recommendations to SUNY for improving the campuses’
process and oversight for financial disclosure reporting for academic
employees.  (See p. 8)

SUNY officials agree with our recommendations and indicate that actions
have been or will be taken to implement them.
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Background

Introduction
 

The mission of the State University of New York (SUNY) is to provide the
people of New York State with educational services of the highest quality. To
accomplish this mission, SUNY educates students at 4 university centers, 13
colleges of arts and science, 6 agricultural and technical colleges, 4
specialized colleges, 5 statutory colleges, and 2 independent health science
centers.  SUNY System Administration provides overall direction and
leadership to the University in support of the accomplishment of the SUNY
mission.  In addition, the Research Foundation of the State of New York
(Research Foundation), a non-profit corporation, administers sponsored
program grants which SUNY academic employees (faculty), primarily at
university and health science centers, utilize, in part, to conduct research.
The Research Foundation reported that sponsored programs grants generated
$333 million in expenditures for the year ended June 30, 1999.  SUNY
employs 47,855 staff, including 15,182 who are academic employees.

SUNY academic employees throughout the State, may work with outside
organizations and may engage in outside business activities as part of
sponsored research.  Consequently, SUNY must take steps to prevent and
detect conflicts of interests that may arise between the outside professional
and business activities of employees and their SUNY responsibilities.  In
addition, our audit reports have identified instances where academic
employees were involved in outside professional and business activities that
presented a real or potential conflict of interest.  For example, in a prior
review at the University Center at Buffalo, (Report 95-D-50, Potential
Conflict of Interest in the School of Pharmacy, issued February 3, 1997), we
found that the chairman of a department created a private corporation that
conducted drug research which potentially competed with the interests of the
department.  We also identified a potential conflict of interest in our audit at
the University Center at Stony Brook (Report 96-S-36, University and Clinical
Practice Management Plan Space Leasing Practices, issued May 29, 1998).
In that audit we identified a building lease between the University Center and
a realty corporation established by Clinical Practice Management Plan
members who were also faculty of the School of Medicine.  We questioned
whether this activity on the part of faculty created a conflict of interest with
their SUNY responsibilities.  As appropriate, audit findings were referred
to the New York State Ethics Commission for review and determinations.

The employee referred to in Report 95-D-50 resigned. Therefore, the conflict
of interest identified in the Report was no longer subject to investigation by
the Ethics Commission.  For the situation described in Report 96-S-36, the
Ethics Commission completed an investigation and concluded that there
existed at least the appearance of a conflict of interest.  However, the
Commission further concluded that the there was no evidence to suggest that
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employees were motivated by personal interest.  The Commission expressed
its concerns over this situation directly to SUNY officials.  

To address the ongoing concern over employees’ outside professional and
business activities, SUNY has a Conflict of Interest Policy (Policy) which
encourages faculty and staff to foster an atmosphere of academic freedom
by promoting the open and timely exchange of scholarly knowledge
independent of personal interests.  The Policy defines a conflict of interest
as any interest, financial or otherwise, direct or indirect; participation in an
business, transaction, or professional activity; or incurring of any obligation
of any nature, which is or appears to be in substantial conflict with the proper
discharge of any employee’s duties in the public interest.  A conflict of
interest is also any financial interest that will, or may be reasonably expected
to, bias the design, conduct or reporting of sponsored research.  

In addition to the Policy, the Ethics in Government Act (Act) of 1987 pertains
to New York State officers and employees, including those of SUNY and the
City University of New York (CUNY), and is intended to protect against
conflicts of employee interests.  The Act requires certain employees and
officers to file an Annual Statement of Financial Disclosure with the New
York State Ethics Commission.  However, SUNY’s and CUNY’s compliance
with the Act is governed by the Ethics Commission’s Advisory Opinion
Number 90-15 (Opinion).  The Opinion was developed based upon the Ethics
Commission investigation of concerns raised by SUNY and CUNY officials.
The specific concerns were that the Act disadvantaged SUNY’s and CUNY’s
ability to compete nationally for talented academic staff, since other
universities may not be covered by financial disclosure requirements.  In
accordance with the Opinion, specified SUNY and CUNY academic
employees whose salaries exceeds a stated threshold are to complete a less
detailed Annual Financial Disclosure Statement than is required of other State
employees and officers.  In the case of SUNY, this less detailed Annual
Financial Disclosure Statement is referred to as a SUNY-1 form.  In
addition, SUNY academic employees who apply for a sponsored program
grant must file what is known as a SUNY-2 form.  The SUNY-2 form
provides information needed to ascertain whether the employee or the spouse
of the employee may gain personally from the research in ways that are not
permissible.  Rather than requiring that financial disclosures be provided to
the Ethics Commission as is the case for other covered employees, the
Opinion permits the filing of the SUNY-1 and SUNY-2 forms with the
Financial Disclosure Designee(s) (Designee) appointed by management at
each campus.  

The Ethics Commission developed a manual for SUNY entitled, “SUNY
Academic Filers Financial Disclosure Manual” (Manual).  A section of the
Manual entitled, “Audit of Financial Disclosure Forms” requires the
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Audit Scope,
Objective and
Methodology

Designee to review all SUNY-1 and SUNY-2 forms for potential conflicts of
interest, and for deficient/incomplete information. The Manual requires
potential conflicts to be reported to SUNY System Administration’s Counsel
Office.  In addition, each campus is required to file with the Ethics
Commission an annual certification which attests that all covered faculty have
complied with the filing deadline for SUNY-1 forms.

We audited the process and oversight that SUNY followed for the financial
disclosure reporting for academic employees.  Our audit covered the period
September 1, 1997 through June 30, 2000.  The objective of our performance
audit was to determine whether SUNY’s process and oversight for financial
disclosure reporting for academic employees complied with the requirements
of the New York State Ethics Commission.  To accomplish our objective, we
reviewed the Ethics Commission’s Opinion and Manual, applicable laws,
rules and regulations, and other appropriate documentation.  We also
interviewed management and staff at SUNY System Administration, the
Ethics Commission, the Research Foundation, and the campuses we visited.
We sent a survey to 29 State- operated campuses, to obtain an overview of
the campuses’ process and oversight for the financial disclosure reporting for
academic employees.  Based on the results of the survey, we judgmentally
selected six campuses to visit:  the University Center at Albany (SUNY
Albany), the University Center at Binghamton (SUNY Binghamton), the
University Center at Buffalo (SUNY Buffalo), the University Center at Stony
Brook (SUNY Stony Brook), the Health Science Center at Brooklyn
(Brooklyn HSC) and the SUNY College at Purchase (SUNY Purchase).  At
each campus we reviewed steps being taken to comply with the guidelines in
the Manual for financial disclosure for academic employees.  In addition, we
tested the timeliness, completeness and extent of review and follow up
(oversight) provided for a judgment sample of 1,587 SUNY-1 forms and 383
SUNY-2 forms for the 1997-1998 and 1998-1999 academic years.  The
sampling was judgmental and considered the number of forms at the
campuses and the manner in which they were filed and were accessible. 

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 SUNY which are included
within the audit scope.  Further, these standards require that we understand
SUNY’s internal control structure and compliance with those laws, rules and
regulations that are relevant to the operations which are 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
circumstances.  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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Response of SUNY
Officials to Audit

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

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

Within 90 days after the final release of this report, as required by Section
170 of the Executive Law, the Chancellor of the State 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
recommendations were not implemented, the reasons therefor.
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Campus Visits 
Individual SUNY campuses are responsible for administering and overseeing
the annual financial disclosure reporting for their academic employees in
accordance with the Opinion and guidelines set forth in the Manual.  Such
compliance should provide SUNY with reasonable assurances that it can
prevent and detect situations constituting a conflict of interest for academic
employees.  We conclude that there is considerable noncompliance with
certain important aspects of the Ethics Commission’s financial disclosure
reporting requirements for academic employees.  Consequently, there is
increased risk for situations to exist and be undetected where an academic
employee is involved in a conflict of interest to the University’s detriment.
Among the possible causes for non compliance are the need for additional
campus training on the process and oversight for financial disclosure
reporting, and the need for System Administration monitoring, direction and
support.

We base these findings on our examination of procedures and practices at
SUNY Binghamton, SUNY Buffalo, SUNY Stony Brook, Brooklyn HSC,
SUNY Albany and SUNY Purchase and our testing of a judgmental sample
of 1,587 SUNY-1 forms and 383 SUNY-2 forms for the 1997-1998 and 1998-
1999 academic years for these campuses.  Some of the more significant
findings are the following:

! Only SUNY Purchase had a complete Manual available for
Designees responsible for collecting and reviewing the required
forms.  The other campuses either had no Manual, had an
incomplete Manual or did not provide the Manual to all of the
Designees.

! None of the campuses complied with the Ethics Commission
requirement that all financial disclosure forms be filed on time by
November 15  of each year.  At SUNY Binghamton, 98 percent ofth

the forms reviewed were late (14 percent were filed after January
31 ), and at SUNY Stony Brook 79 percent of the forms were latest

(10 percent were filed after January 31 ).  In addition, the Designeest

responsible for gathering and reviewing the SUNY-1 forms at SUNY
Binghamton established a deadline of November 30th, while SUNY
Purchase did not send out requests for the forms until the following
March; more than four months past due.  As a result, generally, all
the required forms were received late at these two campuses.

! Generally, both the required SUNY-1 and SUNY-2 forms were on
file at the campuses, although we noted some exceptions at each



6

campus.  In particular, at Brooklyn HSC 14 of the 45 faculty who
were required to file the SUNY-2 form had not filed.

! At Brooklyn HSC, we found that certain SUNY-2 forms were
maintained in unlocked filing cabinets that were accessible by all
staff, thereby exposing the forms to potential unauthorized access.
The other five visited campuses generally maintained effective
security over the forms.  

! At the six campuses, we found 161 SUNY-1 forms where academic
employees did not completely fill out information relating to outside
employment, the sources of honoraria, and consultant or lecture fees
on the forms for the two academic years included in our audit.  In
addition, for 169 SUNY-2 forms, the information necessary to allow
proper review of employees’ outside professional and business
activities was sometimes missing.  For example, we found SUNY-2
forms that did not contain a description of the position held by the
employee at the outside organization, the source of external or
contract funding, or a description of the nature of the sponsored
work. 

! At the six campuses, we found that Designees either did not review
the forms for conflicts of interest or did not sufficiently review them.
For example, three of the five colleges at SUNY Buffalo do not
review their faculty’s SUNY-1 forms for conflicts of interest, and
one Designee noted that they would not necessarily know what to look
for anyhow.

! None of the six campuses used outside sources of information to
verify that conflicts of interest were reported on SUNY-1 or SUNY-2
forms or to determine if filers own businesses that contract with the
University or the State, as required by the Manual.

The general policy of SUNY System Administration is to allow campuses
considerable autonomy in the administration of their responsibilities, including
administration of the financial disclosure requirements for academic
employees.  However, given the SUNY wide implications of the Ethics
Commission requirements, it would have been appropriate for System
Administration to have monitored campus compliance and to have determined
where direction and support was necessary.  System Administration did
obtain initial training for Designees at campuses and did annually provide
campuses with the Ethics Commission list of academic employees required
to make financial disclosures.  However, it did not assess campus
compliance or provide further communication, monitoring or support on this
matter.  For example, System Administration had not determined whether
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all campuses had a complete and accurate set of guidelines for the filing and
auditing of SUNY-1 and SUNY-2 forms or whether additional training was
needed for campus Designees.

In response to these observations, System Administration officials
acknowledged that campus approaches to reviewing the financial disclosure
forms have been inconsistent and that additional guidance would be beneficial.
They also agree to provide a Manual to each campus Designee and to provide
necessary training to responsible staff.  They further stated that they will
issue periodic directives and information to the Designees regarding the filing
and auditing of forms.  In addition, officials indicate that the University
Auditor will incorporate into the Annual Audit Plan compliance reviews of
the financial disclosure and oversight process at selected campuses.

We further suggest that System Administration ought to resolve an existing
inconsistency between the Manual, which requires that campuses report
potential conflicts of interest to System Administration, and the Opinion
which requires potential conflicts to be referred to the Ethics Commission.
Our audit shows that only a few potential conflicts of interest have been
reported by campuses to System Administration over the years for internal
resolution and none have been reported by campuses to the Ethics
Commission.  The existing inconsistency in reporting requirements may be
one cause for such limited reporting.
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Recommendations

1. Follow up with the six campuses identified in this report to ensure
that they correct financial disclosure reporting weaknesses that this
report identifies for their academic employees.

2. Provide all campuses with support including appropriate guidelines,
instructions, training  and direction necessary for them to improve
their compliance with expectations for the filing, review and follow
up on financial disclosure reporting for academic employees.

3. Periodically monitor campuses’ process and oversight for financial
disclosure reporting requirements for academic employees to
determine that weaknesses, such as those identified in this report,
are identified and corrected.

4. Work with the Ethics Commission to resolve the inconsistency
between the Manual and the Opinion with respect to where
campuses are to report potential conflicts of interest which they
identify.

(SUNY officials agree with recommendation number one through
recommendation number four.  They indicate that actions have been
or will be taken to implement them.)
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