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Scope of Audit

Audit Observations
and Conclusions

Executive Summary
New York City Board of Education
Space Leasing Practices

The New York City Board of Education (Board) administers elementary
and secondary schools in New York City.  The Board’s Division of School
Facilities (Division) leases, repairs and maintains the Board’s school
buildings and other facilities.  Generally, landlords renovate leased sites at
Board expense.  The Division typically retains ten percent of renovation
costs to ensure that work is done satisfactorily.

The Division’s Tenant/Landlord Relations Unit (TLRU) helps resolve
problems between tenants and landlords and its Violations Control Unit
(VCU) oversees the timely correction of building and safety code
violations at leased sites.  In November 1996, the Board revised and
strengthened its process for awarding leases for sites by adding such
requirements as market analysis, to support lease decisions.  The Board
expended $50.1 million, net of operating expenses and renovations, for 172
leases in effect during its 1999 fiscal year.  Our audit addressed the
following questions concerning the Division’s space leasing practices for
the period July 1, 1996 through February 29, 2000:

! Does the Division take adequate steps to support the
appropriateness of its leasing decisions by complying with the
revised process?

! Do Division lease payments agree with lease terms?

! Does the Division provide Board occupants of leased space with an
environment that is clean and safe for its intended purpose?

We found that the Division generally complies with the revised process to
support the appropriateness of leasing decisions, and Division lease
payments generally agree with lease terms. For 17 sites in our sample, we
concluded that significant safety and cleanliness deficiencies did not
appear to exist.  However, for six remaining leased sites in our audit
sample, we found that the Division authorized payments of about $2.4
million annually despite significant safety and cleanliness deficiencies
which may have adverse impacts on the adequacy of the learning
environment and the well-being of children, teachers and staff.  Because
of ongoing construction or classroom activities, we were not able to conclude



Comments of Board
Officials

about the safety and cleanliness of three sites in our audit sample.  The
significant deficiencies in safety and cleanliness that we identified at six
sites were often longstanding and included such things as leaking roofs;
water damage to floors, walls and ceilings; ill-fitting windows, broken-up
sidewalks; vermin damage; building and safety code violations; and other
assorted problems.  (See pp. 5-11)

Improvements in various aspects of leasing operations are necessary to
detect and to prevent situations where the Division risks paying for space
that has significant safety and cleanliness deficiencies.  For example, the
Board needs to establish formal lease management policies and procedures
for monitoring complaints reported by Board occupants, promptly
identifying and correcting building and safety code violations, and making
sure that each site has a proper certificate of occupancy.  We found that
five sites in our sample only had temporary certificates of occupancy and
one school has been classified for several years as a commercial property.
(See pp. 11-12) 

In addition, the Division needs to improve its process of routine site
inspections by documenting inspection schedules and inspections
determinations about the adequacy of leased space, the correction of
previously identified deficiencies and the appropriate use of the leased
space.  Several of the deficiencies we identified in our site visits were not
documented in the files of the TLRU.  These deficiencies included
electrical, ventilation and plumbing problems; non compliance with
provisions of the Americans with Disabilities Act; rodents; disintegrating
window frames; and fire safety issues that we observed at 11 sites.  At one
site, a condition involving exposed bricks had supposedly been corrected,
but our visit identified that the problem was not corrected and the bricks
were still exposed.  (See pp. 13-14)

Also, we noted that the Division was not using available financial remedies
when landlords were not fulfilling their responsibilities for renovations,
repairs and maintenance.  In particular, the Division was not terminating
leases, arranging to have work done and deducting the related cost from
rent owed, reducing rent in proportion to the extent that premises were
unsuitable, or using retained funds to pay for all or part of the cost of
renovations or outstanding items.  For example, the Board had $1 million
of retained funds for a leased site with deficiencies, such as a buckled
gymnasium floor, that had existed since 1996. (See p. 16)

Board officials indicate that actions have been taken to implement or to
partially implement our audit recommendations.  They report that much of
the  unfinished  work  at  sites  detailed  in the audit  has been completed.



Officials indicate that, as appropriate, landlords have been notified to make
needed repairs or the Board will make them at their expense.  Board
officials state that our findings should be placed in the context of existing
controls, new controls and external conditions, such as the lack of adequate
funding to avoid the impression of widespread lack of controls and failure
to appreciate controls.  Officials dispute certain aspects of some findings
and point out that financial recourse against landlords is used as a last
resort because making repairs is difficult if legal actions ensue.   

Auditors’ Comments:  We acknowledge that availability of resources
affects the ability to maintain schools.  However, leased site deficiencies
noted in the audit often pertain to landlord responsibilities and certain of
these have persisted for some time.  In these instances, financial recourse
should be strongly considered. We do not intend to convey that the Board
has a widespread lack of controls or a failure to appreciate controls.  We
focus on improvement opportunities and acknowledge compliance with
certain procedures as well as the apparent lack of deficiencies at 17 sites.
We commend the Board’s reported progress in correcting site deficiencies,
creating a leased site database, computerizing the VCU and initiating
repairs at leased sites.  

We provide “Auditors’ Comments” and “State Comptroller’s Notes”
within this report to address instances where the Board’s official response
(Appendix B) disputes aspects of certain findings.
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Background

Introduction

The New York City Board of Education (Board) administers elementary,
intermediate and high schools in New York City.  During the 1980s,
enrollment in New York City schools remained relatively constant, and
the Board was able to meet most of its space requirements by shifting
space demand among Board-owned properties or by building new
schools.  However, enrollment increased from 957,000 students in the
1990-91 school year to an estimated 1,102,000 students for the 2000-01
school year.  To alleviate overcrowded conditions in schools citywide,
the Board began to lease property with greater frequency in the 1990s to
help meet its space requirements.  According to the Board, leasing
provides greater flexibility in terms of long-term space management.
During fiscal year 1999, the Board expended about $50.1 million, net of
operating expenses and renovations, for 172 leases.

The Board’s Division of School Facilities (Division) is responsible for
selecting the sites the Board leases throughout the five boroughs of New
York City for various purposes, ranging from classrooms to computer
centers to administrative offices.  In November 1996, the Division
instituted a new process to ensure that it selects appropriate lease sites.
The process includes documenting the need for space, conducting a
landlord background check, doing an environmental study and
performing a market analysis of comparable properties in selecting lease
sites.  After it selects the site, the Division negotiates the price for the
leased property and determines the scope of any necessary renovation
work. The lessor (landlord) prepares specifications, awards renovation
contracts, oversees renovation progress and pays the contractor.  In
addition to its responsibility for leases, the Division is generally
responsible for maintaining all Board properties in a comfortable, safe
condition and in a state of good repair to create an environment that
fosters the education of New York City children.

Three Borough Plant Managers, who report to the Senior Director of the
Office of Building Services, are ultimately responsible for the
maintenance of the Division’s leased properties.  Each of New York
City’s 32 districts has a District Plant Manager who supervises the
Division custodians including the high school custodians in the district.
Division custodians are responsible for the daily maintenance, minor
repairs and plant maintenance of the school to which they are assigned.
Custodians have their own budgets and their own cleaning staff.
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Audit Scope,
Objectives and
Methodology

To protect Board interests in contracts with landlords and to help ensure
a safe and clean environment for students and Board personnel at leased
sites, the Board’s standard lease agreement states that if the landlord,
after having received written notice from the tenant of repairs needed at
the landlord’s property, fails to begin such repair within 20 days, the
tenant may either terminate the lease on ten day’s written notice, or have
the repairs done at the landlord’s expense (or deduct the cost from rent
owed).

The Tenant/Landlord Relations Unit (TLRU) was established by Division
in September 1987 to facilitate the resolution of problems that may arise
between the landlord and the occupants of Board-leased sites.  These
problems could include issues of cleanliness, safety, maintenance or
repairs.  According to the Leasing Operations Director, the TLRU sends
out a fact sheet for every new lease.  The current fact sheet is a two-page
letter that identifies the party responsible for performing routine tasks,
such as interior repairs and snow removal.  The TLRU sends the fact
sheet to both the Division’s District Plant Manager and to the school
custodian, if one is assigned to the leased site.

The Division’s Violations Control Unit (VCU) is responsible for
monitoring violations issued against Board owned/leased sites.
Violations can be issued against sites by the New York City Department
of Buildings, the Environmental Control Board and the New York City
Fire Department.  The VCU should identify the party responsible for
making the corrections and ensure violations are corrected in a timely
manner.

We audited the Division’s leasing practices for the period July 1, 1996
through February 29, 2000.  One of the objectives of this performance
audit was to determine whether the Division takes adequate steps to
justify and support the appropriateness of its leasing decisions by
complying with the November 1996 revised leasing process.  Our other
audit objectives were to determine whether Division practices and
procedures provide reasonable assurance that lease payments are made
in accordance with lease terms and that leased space is sufficiently clean
and safe for its intended purposes.

To accomplish these objectives, we reviewed the Division’s policies and
procedures, tested relevant controls and transactions and interviewed
Division staff and Board personnel who occupy leased sites. We also
reviewed Division lease files, which include complaint letters, internal
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Response of Board
of Education
Officials to Audit

correspondence related to complaints and copies of (or references to)
citations for code violations.  Our audit also included field observations
and audit tests for a judgmental sample of 30 Division leases covering
26 leased sites. (Some leased sites have more than one lease.)  The
leased sites accounted for lease payments totaling $7.2 million during the
Board’s 1998-1999 fiscal year.  We selected the leases for 18 sites based
on factors such as site custodial responsibility (Board or landlord), the
cost of the lease and the size of the leased space, and to get a cross-
section of the Board’s leased sites in New York City.  The remaining 12
leases included all leases that were subject to the revised leasing process
(i.e., leases with start dates on or after November 1996). We also visited
23 of the 26 leased sites to observe conditions at these properties.  We
did not visit two leased sites because of on-going construction and we
did not visit one other leased site because of time constraints. (See
Exhibit A)

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 the Division
included within our audit scope.  Further, these standards require that we
understand the Division’s internal control structure and compliance with
those laws, rules and regulations that are relevant to the operations within
our 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 estimates,
judgments, and decisions made by management.  We believe that our
audit provides a reasonable basis for our findings, conclusions and
recommendations.

We use a risk-based approach to select activities for audit.  We 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
reviewing operations that may be relatively efficient or effective.

A draft copy of this report was provided to Board officials for their
review and comment.  Their comments were considered in preparing this
report and are included in Appendix B. 
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Within 90 days after the final release of this report, the Chancellor of the
New York City Board of Education should report to the State
Comptroller advising what steps were taken to implement the
recommendations contained herein, and where recommendations were not
implemented, the reasons therefor.
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Condition of Leased
Sites

Division Leasing Practices
We found that Division leasing practices generally complied with the
November 1996 leasing process.  Based on our audit tests, we also
concluded that lease payments generally were calculated correctly and in
conformance with lease terms.  We further concluded that 17 of the 23
leased sites that we visited, were in generally good condition and had few
deficiencies based upon our physical observations, review of TLRU files
and interviews with Board personnel working at the leased sites.

However, we also identified that the remaining six sites we visited had
significant safety and/or cleanliness deficiencies that may impact adversely
on the learning environment and the well being of children, teachers and
staff.  Some of these conditions have persisted for years.  Annual rental
payments for these six sites were about $2.4 million.  The Board should not
tolerate such conditions for property that it pays to have maintained in a
safe and comfortable condition, and in state of good repair.  We attribute
these conditions in some of the Board-leased properties to weaknesses in the
Division’s control over certain aspects of leasing operations.

The following subsections of this report present background information
and our detailed findings about the six leased sites where we identified
significant safety and/or cleanliness deficiencies.  Included in these
subsections are the viewpoints of Division officials in response to our
findings.

71-77 Clinton Avenue, Brooklyn

This site has been occupied since September 1996 by approximately 600
students of the Benjamin Banneker Academy.  Additional background
information about the lease at this site is as follows:

! The landlord was to renovate the site to the satisfaction of the
Board at a cost to the Board of $12 million.  According to the
Board, the first three floors of the building were to be completed
by December 7, 1995.  The Board indicates that this portion of the
work was completed in December 1995 and the remaining portion
of the building was completed in September 1996. 

! Between the start of the 1996 school year and April of 1998, three
punch lists with 231 items were compiled for the renovations work
for this site.  The Division issued a “stop rent” order against the
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landlord in August of 1998 because of the landlord’s delay in
correcting punch list items.  The “stop rent” order was lifted in
September 1998 because of cooperation from the landlord in
completing punch list items.

From our review of TLRU files about this site and from our visit to this site
on October 15, 1999, we noted little evidence to indicate landlord
cooperation to make the site acceptable.  We noted that 116 of the 146
items on an April 1998 punch list remained outstanding.  Of the 30 items
that were resolved, the landlord completed 19 and Board personnel
completed 11 without landlord reimbursement.

During our walk through at the site we noted evidence of significant water
leaks from the roof of the site.  According to the Division custodian, a new
roof membrane was installed on half the roof in the summer of 1998.
However, the areas beneath the non-repaired portion of the roof, such as
room 223, have received extensive water damage.  The landlord patched up
small portions of the roof, but the leaks continued.  According to the
custodian, when it rains water also cascades through the windows in rooms
524, 526, 514, 602 and 423 because there are no gutters to direct the water
elsewhere.  Another area of concern is the school’s gymnasium.  There is
an opening in the gymnasium ceiling that allows rain to come through and
damage the floor below.  The damage includes severe buckling of the floor
and substantial water stains on the floor.  We were told by the school
occupants that the building’s drainage capability was insufficient to handle
large storms.  As a result, during heavy storms, water comes through an exit
door and floods the inside of the school all the way to the lunch room - a
distance of about 100 feet.  Room B19, a workshop, is closed because
crumbling plaster in the walls and ceiling make it unsafe.  The custodian
also noted that the fire alarm does not function in some places in the
building.

In response to our reporting of these observations, the Division stated that
it is still retaining over $1 million in renovation funds until it is satisfied
with the overall work.  Division personnel who inspected the site after our
visit confirmed that many punch list items remain outstanding and must be
corrected.  Division personnel further noted that punch lists are typically
prepared near the completion of projects and include both major and minor
items that either do not comply with specifications or are incomplete or
unresolved.  The Division maintains that the existence of punch lists does
not signify that the site is unusable, or that supervision or construction work
had been poor.  Division managers said they are not troubled by the



7

extensive punch lists because minimally they would rather have construction
problems identified for repair.  However, this site has been fully occupied
since September 1996, and some punch list items and conditions that we
observed have existed and been known for at least five years.

(In response to this report, Board officials indicate that the landlord has
been slow to perform on a remaining punch list and has been so notified.
Officials add that the Board made repairs totaling $127,881 and punch list
items will be charged against the $1 million retainage.  Room B19 has been
repaired and opened, the gym floor has been repaired and increased capacity
drains and new gutters have been provided.  The Board reports that it was
responsible for and made fire alarm repairs.  The Board intends to use lease
remedies to replace the roof at a cost of $735,000.)
 
227-243 West 61 Street, Manhattan

This site is for approximately 740 students of the Beacon High School and
has been occupied since September 1995.  Additional background
information about the lease for this site is as follows:

! The landlord completed renovations to this site in 1995 at a cost to
the Board of approximately $6.6 million.

! The firm the Board hired to oversee the renovation issued a final
punch list report for this site in December 1995.  This 37-page
report enumerated work items that remained to be done and
requested the landlord to “please mobilize your forces at once to
complete the outstanding punch list items....”  At this time, the
Board had already made most construction payments.  Since 1995,
additional punch lists have been prepared for this site.

! According to the Division, the landlord is seeking reimbursement
from the Board for non-scope work supposedly done during the
renovation of the site.  The Board refuses to make the requested
additional payment and continues to hold retained funds.  Board
actions, such as withholding monthly rent, have not been taken to
compel performance from the landlord.

When we visited Beacon High School on August 16, 1999, we saw evidence
that water leaked from the roof into rooms 312, 307, the cafeteria and the
first floor hallway.  Water leaking into room 122 is reportedly caused by
plumbing problems in the science lab.  We were told that rain water leaks
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through the windows in rooms 306, 305, 304, 317, 201 and 202, and we
observed that the windows in the science room do not fit properly in their
frames.  The handicapped-accessible shower in the locker room is unusable
because when the shower runs water leaks out of the room and onto the
bathroom floor.  If the shower runs for any period of time, it floods the
entire locker room.  We also noted that the landlord had not obtained proper
building use permits, as required by the New York City Department of
Buildings (DOB), nor installed mandatory fire/safety equipment.  In January
1999, four years after the opening and occupancy of the school, the DOB
inspected the school and found multiple fire, safety and building code
violations.  This inspection revealed there were no Assembly Permits for the
gymnasium, the drama studio and the cafeteria and noted that emergency
lights were missing or did not meet code requirements.  Another violation
cited the landlord’s failure to maintain the building.  The DOB inspector
also found that improper locks had been installed throughout the building,
and that the chimney was leaning and out of plumb at the roof.

Division officials advised us in April 2000 that repairs needed due to
outstanding construction issues include:  fixing bathrooms that do not
conform to guidelines established by the Americans with Disabilities Act
(ADA); replacing missing emergency lights; and replacing poor wiring in
a number of places.  TLRU files for this site continues to show outstanding
violations and repairs.  Officials indicate that funds have been retained and
are still available to fix these deficiencies.  Since this building has been
occupied since October 1995, we believe it is time to correct these
deficiencies. 

(In response to this report, Board officials indicate that progress has been
made in completing most of the items on the original report.  The
handicapped accessible shower and the chimney have been repaired and
faulty interior locks have been replaced.  The gymnasium, the drama studio
and cafeteria assembly permits have been obtained and a violation for the
failure to maintain the building has been dismissed.)

3200 Jerome Avenue, Bronx

This site is for approximately 287 students of the Bronx New School and
has been occupied for several years.  This site was renovated almost a
decade ago at Board expense.  When we visited this site on August 17,
1999, we saw evidence that water was leaking from the roof into areas
below.  The school fireman who accompanied us during our visit said that
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the roof requires extensive repair work which, according to the lease terms,
is the landlord’s responsibility.  According to TLRU files, the TLRU
notified the landlord about the roof condition numerous times in 1997, and
again in early 1999.  The landlord eventually responded to the TLRU to
confirm that roof work had been completed.  However, when we visited the
site, personnel in the custodial unit told us the roof still leaks when it rains,
so much so that 5 rooms on the first floor and 11 rooms on the second floor
get wet.  In fact, during our walk through, it was evident that flooding had
taken place.  We also noted that there was no emergency lighting in certain
areas of the building.

On their follow-up visit in response to our reported findings, Division
personnel stated this site was in good condition, although it needed constant
repairs.  They noted that the history of roof leaks was documented in the
TLRU file, and that the leaks had been repaired.  They maintained that only
cleaning and minor repairs were needed.

(In response to this report, Board officials indicate that the roof leak
identified during our visit was a new leak different than the one previously
repaired.  This new leak has reportedly been repaired.)

2392-98 Jerome Avenue, Bronx

This site serves as an annex to Primary School Number 33 which has an
overall enrollment of 1,032 students in Kindergarten through fifth grade.
There are about 159 Kindergarten students in the annex.  The Board
resolution to lease this site was approved in May 1998.  Renovation to this
site began in July 1998 and was completed by December 1998.  The Board
made its first rent payment in February 1999 for the period December 1998
through March 1999.
  
During our visit to the site on July 21, 1999 we noted that the main school
building and the annex both face onto Jerome Avenue.  Jerome Avenue is
a high volume traffic area in the Bronx.  A fenced play yard, which also
faces Jerome Avenue, is between the two buildings.  Since Board officials
recognized that city traffic and the elevated subway line running overhead
made this street a busy, potentially dangerous thoroughfare for very young
children, they directed that the renovation work include constructing a side
entrance that would lead from the annex directly into the play yard.
However, this door was never built.  As a result, when the Kindergarten
children in the annex go to the play yard, they must walk along Jerome
Avenue about 50 feet to enter a main gate to the yard.  If this gate is



10

locked, the children must walk about 250 feet to the main school building,
walk through the building, and finally enter the yard.  If the landlord had
added the side entrance as required by the Board’s specifications and paid
for by the Division, the direct exposure to Jerome Avenue by kindergarten
students would be unnecessary.  Division officials said they have withheld
$75,000 to correct deficiencies until the building meets their satisfaction.
However, almost two years have passed without the required side entrance
being built.

(In response to this report, Board official indicate that when work on the
doorway began, it was discovered that this portion of the wall of the
building is below the grade.  Consequently, the Board asked the landlord to
look for another section of the wall to construct a doorway.  According to
the Board, the landlord refused and is suing on the grounds that it no longer
has responsibility for the doorway.  The Board is contesting this and
continues to retain $75,000 to complete this work.  Board counsel has
advised that no unilateral action be taken pending the resolution of this case.
Board officials also respond that the sidewalk in this area is quite wide so
that there is no danger to children.  However, the Board has ordered that the
gate leading from the building to the yard be opened whenever necessary to
avoid having students walk along Jerome Avenue to the main school
building.)

108 W. 174  Street, Bronxth

This four-story site houses an annex to Primary School Number 104 which
has an enrollment of about 450 students in Kindergarten through fifth grade.
The Board is responsible for providing custodial services.  During our visit
to the school on October 7, 1999, we observed evidence of water leaks and
water damage on every floor throughout the building.  The most severe
leaks were in the first floor lunchroom which is located three floors below
the roof.  One entire wall in the lunchroom was stained with water marks;
and some of the ceiling tiles were sagging and appeared ready to drop.
There was also evidence of leaks in room 112, the hallway on the second
floor, room 204 and the third floor men’s room.  On the fourth floor, we
saw signs of leaks in the teachers’ room and in the stairwell.  The later leak
has reportedly remained unfixed since mid-1997.  The school fireman who
accompanied us during our visit also pointed out a broken skylight as well
as a faulty roof drain, which he said caused water to leak into the building
because it was inadequate to handle heavy rain.  The TLRU file for this site
showed a DOB violation for failing to test the boiler.
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Controls Over
Leasing Operations

The Division agreed that this site had a poor appearance, but believes it is
in good shape, and is generally clean and well-maintained.

(In response to this report, Board officials report that the landlord made
extensive repairs to the building in the fall of 1999 and the spring of 2000.
The roof, skylight and roof drains were repaired, the exterior masonry was
re-pointed and the windows were replaced.)

450 St. Mark’s Place, Staten Island

The Board’s Division of High Schools uses this one story lease site to
provide about 350 students with GED instructions during both day and
evening classes.  No Division custodians are used at this site.  The landlord
is responsible for providing custodial services.

The Board’s onsite school safety officer accompanied us during our visit of
the site on August 9, 1999.  The safety officer reported that the landlord’s
track record for cleaning and repairing the site had been poor.  For example,
the landlord reportedly does little to clear away snow in the winter and
when interior and exterior walls need repainting, students do the work.  Our
ability to examine classrooms was limited because school was in session
when we visited.  However, in one classroom that we were able to enter, the
safety officer directed our attention to a corner of the room where it
appeared that a burrowing animal had entered.  The safety officer also
advised us that rats enter the building from the yard in back of the site and
that an exterminator comes to the building periodically to attempt to control
this problem.  We also observed wooden frames on the windows in this
room were decaying, thereby allowing outside air to enter the room.
Division officials agreed with these observations.

(In response to this report, Board officials report that they agree the landlord
did not always provide required services.  The Board indicates that the Plant
Manager has attested that the site is now clean.  The Board plans to
continue to regularly inspect this building and move to abrogate the lease
if the landlord fails to keep the building clean and properly maintained.)

To ensure the timely identification and resolution of the problems such
as we identified at leased sites, the Board needs to establish certain
written policies and procedures, provide for routine site inspections,
promote effective communication and utilize available financial remedies.
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The following subsections of this report further explain these improve-
ment opportunities and the conditions that we found during our audit.

Policies and Procedures

The Division should have formal, written lease management policies and
procedures which provide guidance for tasks and activities such as:
monitoring complaints reported by Board occupants at sites, promptly
identifying and correcting any building and safety code violations, and
making sure each school has a proper Certificate of Occupancy.  However,
the Division has not adopted formal written policies and procedures to
ensure it deals effectively with these aspects of day-to-day lease manage-
ment.  As a result of this void, we observed the following:

! The TLRU lacked a record (or database) that listed site complaints,
the attempts to follow up on them, the time that they were outstand-
ing or the action that resolved them.  Instead, TLRU had site folders
with stacks of lose paper pertaining to complaints.  These unorga-
nized papers took considerable time and effort to review to
determine complaint status.  This is inefficient and does not provide
reasonable assurances of the proper monitoring and the timely
resolutions of longstanding problems, such as the ones identified
during our site visits.

! Some occupants of lease sites were not sure what to do with notices
of building and safety code violations.  Consequently, the Division’s
Violation Control Unit (VCU) may not become informed in a timely
manner of the need to ensure the correction of some violations.  We
noted that the time to correct five of 13 violations issued at the six
sites we visited with significant safety and cleanliness problems was
314 days on average.  Eight violations were unresolved and had
been outstanding for from 189 to 608 days.

! Landlords of leased sites were not always obtaining current and
valid Certificates of Occupancy (COs), in accordance with Chapter
503 of the Laws of 1916.  Our review of Division files on February
17, 2000 disclosed that five sites in our sample only had temporary
COs and these all had expired.  One property that had been used as
a school almost seven years still had a CO classifying it for use as
a commercial property, rather than as a school.
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(In response to this report, Board officials indicate that the audit statement
that the Division has not adopted policies and procedures to ensure it deals
effectively with aspects of day-to-day lease management is in direct
contradiction to findings that 17 sites did not appear to have significant
safety or cleanliness deficiencies.  They reiterate that policies and
procedures are in place and explain that several actions have already been
taken or are underway to upgrade these.)

Auditors’ Comments:  The presence of deficiencies at six sites, suggests that
policies and procedures currently in place are not always sufficient to ensure
that aspects of day-to-day lease management are effectively dealt with on
a consistent basis.  

Site Inspections

First-hand observation is an effective way to determine the adequacy of
conditions at leased property, verify the actual correction of leased site
deficiencies that have been reported as resolved and assess the appropriate
use of leased property.  Based on the results of site inspections, actions can
be taken to remedy identified problems in a timely manner.  However, the
Division’s process of routine site inspection of leased properties needs to be
improved to assure that these objectives are being met.

(In response to this report, Board officials indicate that leased sites are
inspected as part of Building Condition Surveys.  The last such survey was
performed in 1997-1998 and a new survey is presently underway.  The
Board adds that the New York City Department of Buildings annually
inspects all school buildings and District Plant Managers routinely visit all
schools in their districts.)

Auditors’ Comments:  We acknowledge that these activities occur.
However, we conclude that the process of Division lease site inspections
needs to be improved. In particular, we noted that TLRU files did not
document an inspection schedule for each site or always show inspection
determinations on the adequacy of site conditions, the status of correction
of previously identified problems and the proper use of lease space.  

Our review of TLRU files indicated that many of the problems we identified
from our inspection of the adequacy of conditions at leased sites had also
been identified to Division officials.  However, there was no indication in
the files that TLRU was aware of the several deficiencies (electrical,
ventilation and plumbing problems; noncompliance with provisions of the
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ADA; rodents; disintegrating window frames; and fire safety issues) that we
observed at 11 sites we visited.  For example, at the leased site at 95-17
Kings Highway Brooklyn we observed that sidewalks along the Kings
Highway side of the school were broken into fragments, severely cracked
and, in certain locations, void of any concrete.  The Division custodian at
the site stated that these problems have existed for some time.  He also
explained that the front steps to the school had been in a state of disrepair,
but that he eventually fixed the steps himself without reimbursement from
the landlord.

According to memorandum contained in TLRU files and dated November
13, 1998, a plant manager reported to the TLRU that he had been informed
that a condition involving exposed bricks at the leased site at 411 46th

Street, Brooklyn was corrected on an emergency basis.  According to the
memo, the plant manager was going to visit the school and confirm the
correction.  During our walk-through at the school ten months later on
September 14, 1999, we observed that the bricks were still exposed and the
condition was uncorrected.  After our visit, Division officials informed us
that the problem has been corrected.

For the lease site at 95-17 Kings Highway, Brooklyn, the Division’s rental
analysis document indicates that a certain space is to be used for playground
for students.  However, we visited this site twice and on both occasions we
saw that about 20 vehicles occupied the playground and there was a sign
stating “Parking for Board of Education Authorized Personnel Only.”  We
were told that the students at this school use the lunchroom as a play area.
After our visits, Division officials informed us that parking is no longer
allowed in the playground.

However, when we revisited the site about two months later, we found that
the same parking conditions originally reported still existed. There were
over 20 cars parked in the playground and the parking sign was still
attached to the gate.

(In response to this report, Board officials state that they have made it
clear that space designated as a play yard for students at 95-17 Kings
Highway, Brooklyn should not be used for staff parking.  According to
the Board, the Community School District Superintendent has notified
the school principal that this use is incompatible with Board policies.
Officials indicate that the brick wall at 411 46  Street, Brooklyn hasth

been covered with a plaster wall.)
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Communication

The Divisions’ ability to establish and maintain lease sites that are in a state
of adequate repair is to a considerable degree dependent on its ability to
have effective communication and information sharing systems among
personnel onsite at leased properties and staff working within the Division,
including the TLRU and VCU.  We noted the following improvement
opportunities in communication and information sharing capabilities
pertaining to the condition of leased properties:

! The TLRU and VCU should periodically verify that each unit is
aware of building and safety code violations pertaining to lease
sites.  However, for the 13 violations that were issued for the six
sites in our code violation sample, only five were recorded in the
files of both units.  One violation was recorded in neither unit, while
four were recorded only in the files of VCU and three were
recorded only in the files of TLRU.  Both units need to have
common information about violations so that each can carry out
their objectives.

! The TLRU and the VCU should each identify properties in a
common manner to make any necessary exchange of information
about sites more efficient and effective.  Presently, the TLRU
identifies leased school sites by name and number and the VCU
uses addresses to identify leases sites.

! The Division’s fact sheet informs borough plant managers and the
Division custodians about who is responsible for lease site repairs
and maintenance.  However, some sites, including 10 in our sample,
do not have Division custodians.  As a result, Board tenants at these
sites do not necessarily know whom to contact to resolve repairs
and maintenance problems.  The Division needs to make sure that
the fact sheet is also communicated to appropriate personnel at sites
without custodians.  Division officials have agreed to do so.

(In response to this report, Board officials state that reorganization of the
VCU and expanded database access should address the need for the VCU
and the TLRU to have common information about violations.  Officials also
indicate that the VCU and the TLRU are already sharing common identifiers
for school sites.  They also express their agreement that additional steps are
required to ensure that staff at all leased facilities, especially those without
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Division custodians, receive additional information regarding the responsi-
bility for repairs at their schools.)

Financial Remedies

When the Board finds that landlords are not fulfilling their responsibili-
ties for renovations, repairs and maintenance of leased properties, it can
take actions such as the following to address the problems:

! terminate a lease for failure to make needed and timely repairs,

! arrange to have repair work done and deduct the cost from the
rent owed to the landlord,

! reduce rent in proportion to the extent of premises unusable
because of the lack of landlord performance, and

! use retained renovation funds (usually 10 percent of renovation
cost) to pay for all or part of the cost of renovation deficiencies
or outstanding items.

However, we found that the Division rarely utilizes these financial
remedies to correct site problems, including those that we identified
which pertained to site safety and cleanliness.  For example, in examin-
ing the records for sites in our sample, we did not find any evidence
where the Division made necessary repairs and then deducted the related
cost from the rent owed.  In fact, a number of Division custodians told
us that they had corrected problems that were the landlord’s responsibil-
ity without reimbursement from the landlord for the cost of labor and
materials.

We also found only one instance where the Division withheld an amount
of rent owed for the portion of a site that remained unusable.  Similarly,
for sites we visited with significant safety and/or cleanliness deficiencies,
the Division has not used retained funds to pay for needed work.  In one
case the Division had a total of $1 million of retained funds for a leased
site that has substantial water leaks throughout the building and has a
gymnasium floor that is essentially unusable because of water damage
from a hole in the roof above.  Board tenants have tolerated these dismal
conditions since 1996.
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In our opinion, when landlords are uncooperative, the Division should act
with available financial options to provide New York City students and
Board staff with a safe and clean environment.
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Recommendations

1. Follow up to ensure that corrective actions are taken in a timely
manner to address the site problems which are identified in this
report.  

(Board officials indicate that substantial progress has been made
in eliminating deficiencies found at six sites highlighted in the
report.)

2. Establish formal, written policies and procedures for: monitoring
complaints reported by occupants; identifying an following up on
code violations; and maintaining current and appropriate
certificates of occupancy. 

(Board officials indicate that a new lease database in the TLRU
will allow for monitoring of tenant complaints and the tracking of
their resolution.  They also state that the VCU is now routinely
following up on code violations and monitoring their status on a
database. Additional procedures to monitor the status of
certificates of occupancy are planned by April 1, 2001.)

3. Establish a process for routine leased property site inspections
which determine the adequacy of conditions at the sites, verify the
reported correction of problems, and confirm that property is being
used as intended.

(Board officials responded that leased sites are covered by
Building Condition Surveys, New York City Department of
Building inspections and Division inspections.)

 
Auditors’ Comments:  The Division’s site inspections need to be
improved through the establishment of processes that adequately
document inspection schedules and inspection determinations
about the adequacy of site conditions, the correction of previously
reported problems and the proper use of leased space.
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Recommendations (Cont’d)

4. Ensure that the fact sheet is available to appropriate personnel at
leased sites which lack a Division custodian.

(The Board agrees with this recommendation and reports steps
have been and will be taken to implement it.)

5. Ensure that the VCU and the TLRU each are aware of all code
violations at leased properties and have a common approach to
identifying leased sites. 

(Board officials report that information regarding violation
receipts and corrections is being exchanged between the VCU and
the TLRU offices and both offices use or record building I.D.
numbers in their respective files.)

6. Utilize financial remedies including lease termination, reduced
rent, and expending of retained renovation funds, when problems
that are the responsibility of landlord have not been resolved in a
timely manner.

(In response to this report, Board officials state that financial
remedies written into lease agreements with the Board are
intended as a last resort.  The Board prefers to work with landlords
to resolve problems and tenant issues rather than automatically
resort to financial penalties.  If no timely resolution can be found
concerning a dispute with the landlord, the Board will exercise its
rights under the lease and withhold rent or utilize retainage funds
to make repairs uncompleted by the landlord as has been done at
71-77 Clinton Avenue.)

Auditors’ Comments:  We acknowledge the Board’s position and
continue to urge the Board to use financial remedies when
problems that are the landlords’ responsibilities are longstanding
and unresolved.



Exhibit A

Sampled Lease Sites

Location FY 1999 Annual Rent

1. 450 St. Marks Place, Staten Island $132,030
2. 6581 Hylan Blvd., Staten Island $228,500
3. 3200 Jerome Avenue, Bronx $195,000
4. 1732 Davidson Avenue, Bronx $146,450
5. 2392-98 Jerome Avenue, Bronx $210,000
6. 1122 East 180  Street, Bronx $418,750th

7. One Fordham Plaza, Bronx $474,844
8. 108 West 174  Street, Bronx $200,312th

9. 361-63 Gun Hill Road, Bronx (in construction)
10. 75-40 Parsons Blvd., Queens $616,000
11. 83-34 Kew Gardens, Queens $215,000
12. 227-243 West 61 , Queens $280,000st

13. 42-15 Crescent Street, Queens $328,775
14. 45-18 Court Street, Queens (in construction)
15. 19 Duryea Place, Brooklyn $244,950
16. 1083 McDonald Avenue, Brooklyn $157,500
17. 411 46  Street, Brooklyn  $78,025th

18. 6323 7  Avenue, Brooklyn $195,000th

19. 9517-37 Kings Highway, Brooklyn $153,750
20. 1155 DeKalb Avenue, Brooklyn $422,483
21. 71-77 Clinton Avenue, Brooklyn $814,000
22. 129 West 67  Street, Manhattan $108,724th

23. 227-243 West 61  Street, Manhattan $863,625st

24. 601 West 183  Street, Manhattan $323,179rd

25. 4124-4130 9  Avenue, Manhattan $246,500th

26. 17 Lexington Avenue, Manhattan $158,752

Total Rent        $7,212,149

Notes: Sites Not Visited = 9, 14 and 26
Sites With Leases Beginning or Renewed November 1996 = 4, 5,
8, 9, 13, 14, 15, 19, 20, 22, 24, and 26
Sites With Significant Safety And/Or Cleanliness Deficiencies =
1, 3, 5, 8, 21, and 23
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*State Comptroller’s Notes
1. The Executive Summary of the final report has been expanded to reflect Board of Education

comments provided in Appendix B “Summary and Background.”

2. Certain matters addressed in the draft report were revised or deleted in the final report.
Therefore, some Board of Education comments included in Appendix B may relate to matters
no longer contained in this report.
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