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EXECUTIVE SUMMARY 
 

NEW YORK CITY BOARD OF EDUCATION 
CENTRAL OFFICE FINANCIAL MANAGEMENT CENTERS 
PAYROLL AND INVENTORY CONTROLS 

 
SCOPE OF AUDIT 

 
he New York City Board of Education (Board) operates more than 1,100 
public schools throughout the five boroughs of New York City.  To administer 

the school system, the Board uses 39 Central Office Financial Management 
Centers (FMCs), which represent distinct organizational units.  During fiscal year 
2000, the Board expended more than $285 million to operate its FMCs. Of this 
amount, about $185 million was expended on other than personal service items 
such as goods and contractual services.  Personal services costs for staff 
salaries and fringe benefits were about $100 million.   

Our audit addressed the following questions about the FMCs’ payroll and 
inventory controls for the period of July 1, 1999 through December 31, 2000: 
 

•  Do the FMCs follow adequate risk management processes for their payroll 
and inventory functions? 

 
•  Do FMCs adhere to the Board’s Standard Operating Procedures Manual 

for performing payroll and inventory functions? 

AUDIT OBSERVATIONS AND CONCLUSIONS 
 

e found that the FMCs did not adhere to an adequate risk management 
process for payroll and inventory controls.  We conclude that this may be 

contributing to several deficiencies in inventory and payroll control that we 
identified in our review of operations at eight FMCs.  The deficiencies in the 
payroll area present opportunities for inappropriate payments to occur.  
Deficiencies in equipment and fixed asset inventory controls may result in 
undetected loss, theft or misplacement of costly assets. 
 
The Board annually prepares an internal control checklist to comply with 
Directive One of the New York City Comptroller’s Office.  The checklist is a form 
of risk assessment that should help the Board to evaluate the level of internal 
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control that exists throughout the organization and to determine where controls 
need to be strengthened.  However, our audit shows that the Board is not relying 
on the checklist for formal risk management.  In addition, while payroll and 
inventory responsibilities are decentralized throughout the FMCs, only selected 
FMCs participate in the Directive One process.  Board officials indicate that they 
are implementing a risk-based management approach throughout the 
organization.  Board officials also indicated that their outside auditor plans audits 
of the Board based on a risk assessment of the Board system.  In addition, Board 
officials stated that the Office of the Auditor General has been using a risk based 
analysis to plan work.  (See p. 3) 
 
While the Board’s Standard Operating Procedures Manual requires that former 
employees be promptly removed from the payroll, our audit shows that this 
important control objective is not always being attained.  For example, our 
comparison of the Board’s payroll information to the death records of the Social 
Security Administration identified 13 deceased staff.  Follow up showed that six 
of these employees had been removed on a timely basis from the payroll.  Of the 
remaining seven employees, two were actually alive and still employed.  The 
Board needed to determine why these employees were apparently using invalid 
social security numbers.  Paychecks were produced and distributed for three 
deceased employees and the Board either recovered or was in the process of 
recovering about 33 inappropriately distributed paychecks.  The names of two 
deceased employees remained on the payroll, but no paychecks were issued to 
them.  We also identified that undistributed paychecks remained on hand for 
extended periods, many employees in our audit samples did not submit time and 
attendance records in a timely manner, and the Board lacked a standardized 
system for tracking employee time and attendance and related leave accruals.  
(See  pp. 5-9) 
 
We found no indication that seven of the eight FMCs covered by our audit 
completed a required November 1999 physical inventory of equipment assets.  In 
addition, we found that Equipment Inventory Lists for prior years physical 
inventory were not on file as required for any of the eight FMCs.  These 
conditions indicate a breakdown of controls and a disregard for specific 
requirements of the Board’s Standard Operating Procedures Manual.  
Furthermore, we found that 101 of 152 purchased equipment items of a sensitive 
nature, such as computers, had not been posted to existing inventory records.  
Besides not being posted, 17 items valued at $101,344, could not be located.  
The unaccounted for items included computers and digital cameras.  We also 
found that equipment was often not tagged for identification purposes and 
inventory records of several FMCs did not conform with Board requirements.  
(See pp. 11-17) 
 

COMMENTS OF BOARD OFFICIALS 
 

oard officials generally agree with our audit recommendations and indicate 
that actions have been or will be taken to implement them.  Officials disagree 

with certain information presented in our audit report. 
B
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INTRODUCTION 
 

Background 
 

he New York City Board of Education (Board) operates more 
than 1,100 public schools throughout the five boroughs of 

New York City.  To administer the school system, the Board 
uses 39 Central Office Financial Management Centers (FMCs), 
which represent distinct organizational units that report either to 
an Executive Director or directly to the Board Chancellor or 
Deputy Chancellor.  During fiscal year 2000, the Board 
expended more than $285 million to operate its FMCs.  Of this 
amount, about $185 million was for other than personal service 
goods and contractual services. The Board also spent about 
$100 million for personal service staff salaries and fringe 
benefits. 
 

Audit Scope, Objectives and Methodology 
 

e audited FMC payroll and inventory control for the period 
July 1, 1999 through December 31, 2000.  The objectives 

of our performance audit were to determine whether the FMCs 
practiced adequate risk management for payroll and inventory 
functions and whether FMC staff were adhering to the payroll 
and inventory procedures in the Board’s Manual of Standard 
Operating Procedures (Manual).  To accomplish these 
objectives, we reviewed Board records, interviewed FMC 
management and staff, and examined operations at a 
judgmental sample of eight of the 39 FMCs. These eight FMCs 
accounted for approximately 80 percent of the other than 
personal service costs and 70 percent of the personal service 
costs of all the FMCs.  The eight selected FMCs included: 
Divisions of Budget Operations and Review (FMC #39), Human 
Resources (FMC #46), Management Information Services (FMC 
#49), Instructional Support (FMC #51), School Facilities (FMC 
#52), School Food and Nutritional Services (FMC #58), and the 
Offices of Financial Operations (FMC #54), and Pupil 
Transportation (FMC #61). 
 
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 
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operations of the Board, which are included within our audit 
scope.  These standards also require that we understand the 
Board’s internal control structure and compliance with those 
laws, rules and regulations that are relevant to the Board’s 
operation 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.  
 
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 
possibility of 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 be relatively efficient and 
effective.  As a result, our audit reports are prepared on an 
“exception basis.”  This audit report, therefore, highlights those 
areas needing improvement and does not address those 
activities that may be functioning properly.  
 

Response of Board Officials 
 

 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 as 
Appendix B. 
 
Within 90 days after the release of the final report, we request 
that the Chancellor of the New York City Board of Education 
report to the State Comptroller, advising what steps were taken 
to implement the recommendations contained in the report, and, 
where recommendations were not implemented, the reasons 
therefor. 
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RISK ASSESSMENT 

 
isks are events that threaten the accomplishment of 
objectives and can ultimately impact an organization's 

ability to accomplish its mission.  Risk assessment is the 
process of identifying, evaluating, and determining how to 
manage these events.  To have reasonable assurance that they 
will achieve their objectives, Board officials should follow an 
effective risk assessment process. 
 
Board officials prepared an annual internal control checklist 
report to comply with the Directive One risk assessment process 
of the New York City Comptroller’s Office.  However, while 
many aspects of the Board’s payroll and inventory practices are 
decentralized within each FMC, only selected FMCs participate 
in the Directive One process.  In addition, Board officials 
informed us that they neither verified checklist information, nor 
used the checklist for risk management decisions.  As a result, 
Board management does not have an effective risk 
management process for payroll and inventory controls.  This 
may be a contributing factor to deficiencies we found in the 
payroll and inventory practices of the eight FMCs we sampled. 
 
Board officials told us that, in previous years, when they had 
required all FMCs to submit answers for Directive One, the 
process was cumbersome.  However, Board officials agreed 
that an effective risk assessment process was needed.  They 
pointed out that the Office of Financial Operations, which 
includes payroll operations, has such a process.  Board officials 
also stated that they are planning to implement a risk-based 
management approach throughout the organization.  We 
believe these efforts should be expedited. 
 
(In response to our draft audit report, Board officials indicate 
that their outside auditor plans audits of the Board based on a 
risk assessment of the Board system.  In addition, Board 
officials stated that the Office of the Auditor General has been 
using a risk based analysis to plan work.) 
 
Auditors’ Comments:  An effective internal risk assessment 
process is still necessary for the business units. 
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Recommendation 
 
1. Expedite the establishment of an effective risk 

assessment process that the Financial Management 
Centers can follow to attain their control objectives, 
including those for payroll and inventory. 

 
(Board officials agree with recommendation number 1.)  



 

 
 

5

PAYROLL 
 

o safeguard Board funds from waste and abuse, adequate 
internal controls must be established over payroll activities.  

The Board’s Financial Status Report, as of May 2000, reported 
that the 39 FMCs employed 2,142 staff and expended about 
$100 million to pay for staff salaries and fringe benefits.  The 
eight FMCs we sampled accounted for 1,502 staff, or 70 percent 
of the total staff employed by FMCs.  Our review found that 
payroll controls of some of the FMCs needed to be improved. 
 

Payroll Deletions 
 

ection 4.4.2 of the Internal Control section of the Manual 
states that inappropriate payments should be prevented by 

promptly removing the names of former employees from the 
payroll records. To initiate such removal, the responsible FMC is 
supposed to prepare a Position Control Form (Form 9902) and 
submit it to the Board’s Division of Human Resources (FMC 
#46), which is then required to discontinue the employee’s 
paychecks as of the date the employee left Board service. 
 
To determine whether the names of deceased employees were 
being removed promptly from the payroll records, we reviewed a 
computer download listing the names of individuals who had 
worked for the Board at various locations during fiscal year 
2000.  The download included the names of 57,721 full-time and 
part-time personnel. Using software designed to validate Social 
Security numbers, we found that 13 of the employees whose 
names were listed on these payrolls records had been reported 
to the Social Security Administration as deceased.  We then 
reviewed FMC #46 records, and determined that the names of 
six of these individuals had properly been removed from the 
payroll on a timely basis. 
 
Of the remaining seven employees, we found that two of those 
originally identified as deceased were actually alive and still 
employed by the Board.  Board officials were unable to explain 
how persons with social security numbers that should have 
been considered invalid were hired and on the payroll.  After the 
deaths of two of the other employees, the Board had 
inappropriately issued paychecks in their names.  In total, three 
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such checks were issued for one deceased employee, and eight 
were issued to the other deceased employee.  All of these 
checks have now been recovered except for a $2,917 check 
made out to one of the deceased employees and a $2,925 
check made out to the other.  In the case of a third deceased 
employee, 22 paychecks, totaling $15,843, had been sent to his 
former work location during the 11 months since his death, up 
until January 2001.  After months of delay, staff at the 
employee’s former work location returned the paychecks to the 
Check Management Bureau (CMB).  However, management at 
the employee’s former work location had yet to initiate the paper 
work to remove the employee’s name from the payroll.  The 
names of two other deceased employees, who were paid on an 
hourly basis, are also still listed on the Board’s payroll, but no 
checks had been made out to them from the date of their deaths 
up to the time of our review.  
 
When we informed officials in the Office of Payroll 
Administration (OPA) about these matters, they told us they 
would collect the remaining overpayments from the estates of 
both employees.  However, they also pointed out that they 
continue to issue paychecks unless they are officially notified of 
an employee’s death. As a result, paychecks for deceased 
employees continue to be issued until designated staff at the 
FMC initiates and processes Form 9902, the paperwork 
necessary to remove the names of deceased employees from 
payroll records. OPA officials explained that, because FMC 
personnel do not always process this form on a timely basis, 
employees do sometimes continue to receive paychecks even 
after they have left service, requiring the Board to undertake a 
tedious process of trying to recover the overpayments.  
 
(In response to our draft audit report, Board officials reported 
that they now receive updates of deceased persons from the 
Social Security Administration so that the Board can compare 
this information with their payroll records.  Officials responded 
that the social security numbers of new employees are now 
verified.  They informed us that overpayments to be recovered 
from 41 central FMC employees total $66,249 as of August 
2001.) 
 

Paycheck Distribution Procedures 
 

mployees who do not authorize the direct deposit of their 
paychecks into their bank accounts generally obtain their 

checks in person from their respective FMCs at the end of the 
E
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pay period.  According to the Manual, when employees are not 
present on payday, their undistributed paychecks are to be 
returned immediately to the CMB.  The Manual also states that 
undistributed paychecks may be held at the check distribution 
point for as many as five working days if the employees are 
currently employed by the Board and are entitled to the full 
amount, and if the paychecks are being safeguarded.  Even if 
these conditions are met, the checks must be returned to the 
CMB at the end of that five-day period.  Furthermore, the 
Manual requires all checks to be kept in a locked safe or in a 
secured area; paychecks may be mailed to employees only 
upon written request.  
 
To determine whether our sampled FMCs were handling 
undistributed paychecks properly and were following the 
required check-distribution procedures, we interviewed 
designated FMC staff members responsible for these tasks.  We 
also examined the contents of desks and safes, and found that 
two of the eight FMCs were holding 14 checks totaling $10,930 
that had not been returned promptly to the CMB, as required.  
At the Division of School Facilities (FMC #52), we found four 
undistributed paychecks belonging to two employees. At the 
Division of Management Information Services (FMC #49), we 
found ten paychecks, dated March 2000 through August 2000 
and totaling $7,124, that were made out to one employee.  The 
timekeeper informed us that this employee had exhausted all 
leave credits and had applied for additional sick leave with pay, 
which can be approved for up to six months.  She told us that, 
because she believed that the additional sick leave would be 
approved, she decided not to return the paychecks to the CMB, 
explaining that the checks could eventually be distributed to the 
employee after the request was approved.  Eventually, the 
additional sick leave was approved, but this fact should not have 
precluded the timekeeper from following established 
procedures. 
 
(In response to our draft audit report, Board officials 
acknowledged that the timekeeper did ignore standard 
operating procedures.  They added that cancellation of health 
benefits is detrimental where an employee is experiencing 
terminal or serious illness.) 
 
Auditors’ Comments:  Paycheck control procedures must be 
followed.  Management must process employee requests for 
additional sick leave with pay in a timely manner. 
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We also found that two of the eight FMCs in our sample 
routinely mailed paychecks without a prior written request from 
the employee, as is required in the Manual.  Staff at School 
Facilities (FMC #52) stated that they mailed paychecks upon a 
verbal request by the employee.  When we reviewed the 
paycheck register of Division of Human Resources (FMC #46), 
we found that 10 of the 28 paychecks mailed most recently had 
been mailed without written authorization. 
 
The Board has established paycheck-control procedures 
through the Manual. Disregarding or overlooking these 
procedures increases the risk that paychecks may be 
mishandled, lost or stolen; or may be inappropriately issued and 
cashed. In response to our conclusions, Board officials stated 
that they are preparing to reissue the procedures to appropriate 
staff, and will cover this topic in future staff training workshops. 
 

Time Records 
 

ime records indicate the days and the specific hours of 
service performed by Board employees.  The New York City 

Chancellor’s Regulation 605 states that employees must submit 
monthly time records that are due two weeks after the end of 
the month. In addition, the FMCs are required to develop an 
adequate system for the reviewing and accounting for the 
timesheets of all their staff.   If time records are not submitted on 
a timely basis, leave charges and balances cannot be reviewed 
properly.  If time records are not submitted at all, the leave 
credits of absent employees will not be reduced accordingly. 
 
To determine whether employees were submitting attendance 
records in a timely manner, we reviewed a systematic sample of 
823 timesheets and timecards out of a total of 2,379 for the 
eight sampled FMCs for May 2000.  We selected May as the 
month to review as it was the last full month of the 1999 - 2000 
school year.  As of October 2000, five of the eight FMCs had not 
received all of the time records due in May 2000.  A total of 24 
employees had not submitted the required records.  In fact, we 
found that 12 of 150 employees employed at the Office of 
Financial Operations (FMC  #54) still had not submitted the May 
2000 time records by December 2000. 
 
This noncompliance is due primarily to the lack of a 
standardized mechanism for monitoring employee timesheet 
submission.  For example, several timekeepers informed us that 
they have no formal records indicating who is supposed to turn 
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in their timesheets or when such timesheets were actually 
submitted.   In total, five of the eight sampled FMCs lack such 
formal mechanisms needed to provide controls consistent with 
Chancellor’s Regulation 605. 
 
Timekeeping systems track employee time and attendance and, 
accordingly, maintain employee leave accrual balances. A 
standardized timekeeping system used by all FMCs eliminates 
duplication of effort and provides management with the 
opportunity to access all time and attendance and leave accrual 
information for all employees.  However, our audit found such 
standardization is lacking.  As shown in the following table, 
some FMCs use the Board’s computerized Automated Time 
Keeping System (ATKS), while others use various manual 
methods. 
 

                                       Payrolls 

FMC Administrative Paraprofessionals Hourly 

#39 ATKS ATKS ATKS 

#46 Manual None employed ATKS 

#49 ATKS ATKS ATKS 

#51 ATKS ATKS ATKS 

#52 ATKS None employed Manual 

#54 Manual Manual Manual 

#58 Manual Manual Manual 

#61 Manual Manual Manual 
 
Some FMC timekeepers stated that they simply prefer a manual 
system.  Board officials told us that some prefer to use the older 
manual methods because ATKS is not always accurate.  
However, without a standardized timekeeping system, it is 
difficult for management to monitor employee time and 
attendance at 39 different FMCs.  In addition, the maintenance 
of multiple systems is inefficient and does not maximize the 
Board’s investment in automation. 
 
(In response to our draft audit report, Board officials responded 
that the implementation of an automated timekeeping system 
beginning in the fall of 2001 will ensure improvement in these 
areas.) 
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Recommendations 

 
2. Remove the names of former employees from the payroll 

in a timely manner. 
 
3. Match the Social Security numbers listed for employees 

in Financial Management Center records with the 
numbers listed for the same individuals in Social Security 
Administration records. 

 
4. Determine why the names of two current employees of 

Financial Management Centers are listed among the 
deceased in Social Security Administration records. 

 
5. Take steps to recover overpayments from the estates of 

deceased Financial Management Center employees. 
 
6. Verify that Financial Management Center staff are 

familiar with and are adhering to procedures approved for 
the handling of undistributed paychecks. 

 
7. Require Financial Management Centers to develop a 

tracking system that will ensure the submission of 
accurate time records in a timely manner. 

 
8. Establish a standardized timekeeping system for all 

Financial Management Center employees. 
 

(Board officials agree with recommendations number 2 
 through number 8.) 
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INVENTORY 
 

ection 2554, paragraph 4, of the New York State Education 
Law specifies that the Board shall prescribe rules and 

regulations for the preservation of its property.  According to the 
Manual, a physical inventory of supplies and equipment is to be 
taken by November 1 of each year.  This physical count is to be 
reconciled to an existing inventory record, which should consist 
of the prior year’s inventory and account for any additions or 
deletions that have occurred since that inventory.  The Manual 
also states that inventory records must be readily accessible for 
inspection by authorized State officials.  In addition, a fixed 
asset inventory must be prepared.  Our review found a need to 
improve inventory practices of the FMCs. 
 

Equipment Inventory 
 

he Board’s inventory must include all equipment items 
costing more than $100 from non reimbursable sources and 

all reimbursable items valued at more than $300. In addition, 
FMC staff must prepare and maintain on file a completed 
Equipment Inventory List, along with a signed Annual Inventory 
Statement to certify that the annual inventory was performed. 
 
To determine whether the required annual physical inventories 
were performed, in October 2000 we sought the required 
records for the inventories that our sampled FMCs should have 
completed 11 months earlier, in November 1999. 
 
Our review found no evidence that seven of the eight FMCs in 
our sample had completed the November 1999 physical 
inventory.  Officials at four of the FMCs conceded that they had 
not performed a physical inventory during fiscal year 2000.  In 
addition, we found that Equipment Inventory Lists from prior 
years were not on file, as required by the Manual, for any of the 
eight FMCs.  
 
Furthermore, the Division of Budget Operations and Review 
(FMC #39), the only FMC with evidence that an inventory had 
been performed in November 1999, had used the same staff 
that compiled the inventory records to complete the task, not 
independent staff, as required.  FMC officials told us that annual 
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physical inventories were not completed because staff were not 
familiar with the requirements to do so and because FMC 
management was not monitoring or enforcing compliance with 
the Manual.   In addition, it appears that senior Board officials 
were aware of this situation.  An executive-level memorandum 
dated August 2, 2000, recommended that physical inventories 
be completed in anticipation of our audit.  The conditions we 
identified indicate a breakdown in controls and disregard for the 
Manual.  As a result, management lacks assurance that costly 
equipment is accounted for and is being effectively utilized. 
 
As previously discussed, the Board is required to submit an 
annual internal control checklist report to the New York City 
Comptroller’s Office indicating the status of internal controls and 
practices. The report submitted for October 1998 indicated that 
internal controls over equipment inventory were good – 
including the taking of an annual inventory.  Our audit findings 
contradict the assertions made by the Board in response to the 
Directive One report.  Future Directive One reports to the NYC 
Comptroller should correctly reflect the level of equipment 
inventory control.  
 
In accordance with the Manual, each newly-acquired item 
should be added to the inventory list as soon as it is received.  
FMC management has the overall responsibility for 
maintenance of these inventory records, including updates at 
required intervals.  Finally, discrepancies are to be reported to 
Board officials. 
 
We attempted to determine whether FMC inventory records 
were complete and accurate. We reviewed the existing 
inventory records of the six FMCs in our sample that had made 
equipment purchases during our audit period.  Of the 1,893 
purchase orders noted, we selected a judgmental sample of 10 
purchase orders that contained 152 equipment items. We then 
determined whether these items had been included in the 
FMCs’ respective inventory listings. We selected items that we 
considered to be at risk of loss or theft, such as computer-
related items.  Our review indicated that 101 (66 percent) of the 
152 items were not listed in inventory records, as shown in the 
following table. 
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FMC Sampled Equipment 
Items Not Listed on Inventory      Percentage 

#39     5                      1                              20 

#46     5                      0                                0 

#49   21                    13                              62 

#51 106                    86                              81 

#52   10                      0                                0 

#54     5                      1                              20 

Total 152                  101                              66 
 
Besides not being listed, 17 of the 101 items, with a total value 
of $101,344, could not be located.  Some of the missing 
equipment included: 

 
•  Eleven computer work stations that cost 

approximately $93,500 - - The Division of Management 
Information Services (FMC #49) was unable to account 
for these work stations, which had reportedly been 
installed in a school.  The name of the school was not on 
file. 
 
(In response to our draft audit report, Board officials 
stated that this problem occurred in the beginning stages 
of a project and controls are now in place to track the 
location of resources.) 

 
•  One notebook (laptop) computer that cost almost 

$3,400 - - On the day after we noted the missing item, 
officials of Management Information Services (FMC #49) 
presented us with a copy of a police report stating that 
the “missing” computer had been stolen.  After reviewing 
the police document, we noted that the loss had been 
reported on the previous day, the same day we inquired 
about it.  If we had not performed our audit, it is 
questionable that anyone would have observed the loss 
of this computer. 
 
(In response to our draft audit report, Board officials state 
that the suggestion that the theft was unnoticed is 
incorrect.  They indicate that an original police report was 
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filed about three months before our observation was 
made.) 

 
•  Five digital cameras worth almost $4,500 - - Officials 

of the Division of Instructional Support (FMC  #51) were 
unable to account for the whereabouts of these cameras. 
 
(In response to our draft report, Board officials presume 
the cameras were stolen between the time of delivery 
and the time for locking up equipment.) 

 
We also reviewed a judgmental sample of 40 items that 
consisted of five listed as purchased at each of the eight FMCs. 
We found that six (15 percent) of the equipment items were not 
listed in the inventory records.  Some of the items not listed 
included a notebook computer, as well as computer monitors.  If 
the FMCs had performed a physical inventory, they should have 
noted that these items did not appear in their records.  If 
equipment on hand is not recorded, the purpose of inventory 
records is defeated; and the opportunity for a lost or stolen item 
to go unreported is even greater.  
 
The Manual states that inventory records must be kept on 
inventory cards or on a computer database.  Each FMC has the 
option of using a commercial database program or customizing 
its own records.  If a computer database is used, it must contain 
the fields that appear on the inventory card, such as item 
description, model/serial number, purchase order number, and 
original cost.  Records that have been standardized in this way 
make the inventory more comprehensible.  
 
To determine whether their inventory records were in the format 
required in the Manual, we reviewed the available records for 
our sample of eight FMCs.  When we looked for the required 
data fields, we found that the inventory records of six of the 
FMCs were not in the correct format.  In fact, a portion of the 
records of the Division of Human Resources (FMC #46) 
consisted only of a collection of purchase orders kept in a 
binder. 
 
The Manual states that all equipment items should be 
safeguarded by engraving or otherwise permanently tagging, 
thus denoting Board ownership and site location. When 
equipment is properly identified in this manner, it is less likely to 
be misplaced or stolen; and law enforcement officials might be 
more likely to identify and return the items that might be stolen.  
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To determine whether the FMCs were tagging equipment 
properly, we reviewed a separate judgmental sample of 50 
items that were listed in the inventory records of each of the 
eight the sampled FMCs.  Again, we selected high-risk 
equipment such as computers, printers, and monitors. We 
located each item to determine whether it had been tagged, 
engraved, or otherwise permanently-marked as belonging to the 
Board.  We found that 44 (88 percent) of the 50 sampled items 
had been neither tagged nor engraved.  In fact, we found that 
only the Division of School Facilities (FMC #52) had 
implemented tagging and engraving procedures. 
 
The lack of compliance we observed occurred because FMC 
management did not provide the necessary oversight and 
because responsible FMC staff were evidently not familiar with 
required procedures.  When queried, most of the FMC staff told 
us that they were not aware of the requirements or explained 
that they did not have sufficient time to tag their inventory.  For 
example, one staff member in the Division of Instructional 
Support (FMC #51) stated that she was told not to inventory any 
equipment costing less than $1,000.  Staff in the Division of 
Budget Operations and Review (FMC #39) told us that only 
equipment with a value of at least $15,000 had to be tagged. 
 
In response to our conclusions, Board officials acknowledged 
that inadequate inventory practices are a Board-wide concern.  
To address that concern, they said the Board intends to make 
the inventory portion of the Manual accessible on an internal 
web site by September 2001, and to remind appropriate staff of 
their inventory responsibilities.  Board officials also agreed to 
purchase and affix serial numbers to the higher-priced inventory 
items. 
 
(In response to our draft audit report, Board officials stated that 
new system will flag items costing over $250 for inventory 
numbering and will transfer these items to an inventory 
management database.  They stated that procedures would be 
posted to the Board’s web site by the start of school in fall of 
2001.  Workshops on inventory control are also planned for 
FMC staff.) 
 

Fixed Assets 
 

he Manual requires the Division of School Facilities (FMC 
#52) to conduct an annual Board-wide inventory of fixed 

assets (those costing more than $15,000) by distributing a 
T
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listing of such items to each FMC by April of each year.  The 
listing, which should include all fixed assets that had been 
reported previously, is to be confirmed, updated, and otherwise 
revised; and then returned promptly to FMC #52.  In turn, FMC 
#52 is to compile the information and then submit the total 
inventory of fixed assets data to the New York City Comptroller. 
These items are also included in the total fixed assets inventory 
portion of the Board’s annual financial statements. 
 
To determine whether FMC #52 had distributed the fixed asset 
inventory lists and whether FMCs had returned the updated 
lists, we interviewed responsible FMC #52 staff and reviewed 
records for our sample of eight FMCs.  We found that for the 
1999 inventory, FMC #52 had sent out fixed asset listings to 
seven of the eight FMCs; the Office of Financial Operations 
(FMC #54) had not received the correspondence. Furthermore, 
the FMC #52 listings only included fixed assets that had been 
purchased in the previous year, but did not include all previously 
reported fixed assets as required.  In addition, FMC #52 
distributed the lists in October 1999 instead of mid-April, when 
they were supposed to be distributed. As of the beginning of 
December 1999, four FMCs had not returned updated lists. 
 
We also determined that three of the sampled FMCs did not 
respond for the 1998 inventory.  FMC #52 management 
informed us that they had chosen not to follow the approved 
fixed asset procedures because they considered them to be 
outdated.  Instead, they send out the listings in October and 
require the FMCs only to review the items listed as purchased 
during the previous year.  Officials stated they did not know why 
the FMCs had not returned the updated lists, but pointed out 
that they do not follow up after they send a second notice. 
 
In response to our conclusions, Board officials stated that the 
Board’s equipment represents just 2.3 percent of the total 
number of reported fixed assets, and that these assets are very 
large items for which there is a low security risk. They said that 
greater controls over fixed asset inventory will be established 
when installation of a new software application is complete. 
 
(In response to our draft audit report, Board officials reiterated 
their opinion that the security risk for fixed asset equipment was 
low.  They stated that they will update procedures to require that 
updates to the fixed asset equipment inventory be taken in 
October.  They also indicated that a new fixed asset software 
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application will allow better tracking and reporting of fixed asset 
equipment.) 
 

Recommendations 
 
9. Verify that FMCs are performing all required annual 

physical inventories; maintaining accurate and complete 
databases of inventory items that comply with Board 
requirements; and are permanently tagging or identifying 
required items as the property of the New York City 
Board of Education. 

 
10. Verify that the Standard Operating Procedures for FMCs 

are being disseminated to all appropriate staff, and that 
the staff is becoming familiar with the procedures they 
are supposed to follow.  Provide training as necessary. 

 
11. Verify that fixed assets are reported properly and on a 

timely basis. 
 

(Board officials agree with recommendations number 9 
 through number 11.) 
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*State Comptroller’s Note 
 
1. 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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