
 
 

H. CARL McCALL 
STATE COMPTROLLER 

 
 

STATE OF NEW YORK 
OFFICE OF THE STATE COMPTROLLER

 
 

110 STATE STREET 
ALBANY, NEW YORK   12236 

 

 

March 22, 2002 
 
 
 
 
Dr. Matthew Goldstein  
Chancellor 
City University of New York 
535 East 80th Street 
New York, NY 10021 

Re: Selected Auxiliary Enterprises 
Report  2000-S-44 

 
Dear Dr. Goldstein: 
 
 Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the State 
Constitution and Article II, Section 8 of the State Finance Law, we have audited selected aspects of 
the City University of New York’s Auxiliary Enterprises at Bernard M. Baruch College and the John 
Jay College of Criminal Justice.  Our audit covered the period July 1, 1997 through March 31, 2001. 
 
  A. Background 

 
The City University of New York (CUNY) has 11 senior colleges, 6 community colleges, a 

graduate school, and a law school.  For the 2000-2001 fiscal year, more than 200,000 students were 
enrolled for CUNY degrees with another 150,000 students enrolled in adult and continuing 
education courses.  CUNY is governed by a Board of Trustees and has a Central Administration to 
monitor and oversee campus operations.  

 
Auxiliary Enterprises are campus-based, not-for-profit corporations that operate, manage and 

promote educationally related services for the benefit of the campus community.  The corporations 
are generally responsible for college bookstore and food service operations.  Although they are 
separate and independent legal entities, these corporations are organized under the provisions of 
Section 16.10 of the Bylaws of the CUNY Board of Trustees.  The Bylaws specify that an Auxiliary 
Enterprise Board shall have the responsibility for oversight, supervision and review over college 
Auxiliary Enterprises. The Bylaws establish that the makeup of the Auxiliary Enterprise Board 
comprises at least 11 members, including the college president, and an equal number of students and 
faculty or administrative members.   Each of CUNY’s 11 senior colleges maintain an Auxiliary 
Enterprise.   
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For the year ended June 30, 1999 the Auxiliary Enterprise operations at the 11 senior 
colleges generated $6.9 million in sales and service revenue and had expenditures totaling $5.6 
million. 

 
 B. Audit Scope, Objective, and Methodology 
  

We audited selected aspects of contract administration, receipt of revenue, and controls over 
cash at CUNY’s Auxiliary Enterprises at Bernard M. Baruch College and the John Jay College of 
Criminal Justice for the period July 1, 1997 through March 31, 2001.  The objective of our 
performance audit was to determine whether the Auxiliary Enterprise Boards of the two colleges 
have exercised their responsibilities over these three functions. 

 
Each of the Auxiliary Enterprises at CUNY’s 11 senior colleges is audited annually by a 

certified public accountant (CPA).  We obtained the certified financial statements and management 
letters for each of the 11 Auxiliary Enterprises for the fiscal year ended June 30, 1999.  As part of an 
audit survey, we reviewed and analyzed information shown on these financial statements.  We also 
visited the 11 campuses to discuss Auxiliary Enterprise operations with college officials.  We 
reviewed the management letters prepared by certified public accountants (CPAs) that prepared the 
financial statements.  We judgmentally selected  Bernard M. Baruch College (Baruch) and the John 
Jay College of Criminal Justice (John Jay) for audit because these colleges were among those that 
had the highest number of reportable conditions cited in their annual management letters.   

 
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 Auxiliary Enterprises at Baruch and John Jay that are included within our audit 
scope.  Further, these standards require that we understand the internal control structure of these two 
Auxiliary Enterprises and their compliance with those laws, rules and regulations that are relevant to 
the operations 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 used a risk-based approach when selecting activities to be audited.  This approach 

focuses our audit efforts on those activities we have identified through a preliminary survey as 
having the greatest probability 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 or effective.  As a result, our audit 
reports are prepared on an “exception basis.”  This report, therefore, highlights those areas needing 
improvement and does not address activities that may be functioning properly. 

 
 C. Results of Audit 

 
 We found that the Auxiliary Enterprise Boards at Baruch and John Jay need to provide 
greater oversight in the areas of contract administration, receipt of revenue and cash controls.  Food 
service contracts at Baruch and John Jay were not being periodically updated and re-bid.   We also 
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found a pattern where contract payments from vendors were made late or in some cases, not at all.  
At Baruch, we found various control weaknesses over cash. 

 
D. Contract Administration 

 
 Good internal controls require that contracts be open to competition at the end of the contract 
period to ensure the most favorable terms and conditions are received.  While there may be valid 
reasons for extending certain contracts, the Auxiliary Enterprises should, as a practice, develop an 
appropriate Request for Proposal (RFP) to re-bid contracts on a periodic basis. 
 

The CPA management letters indicated that vendor agreements for four of the eleven senior 
colleges, including John Jay and Baruch, were not renewed in writing.  During our audit, we found 
that the Auxiliary Enterprise at John Jay has contracted with the same food service company since 
1992.   The original contract was for a three-year term and has been extended with the same rates, 
terms and conditions through June 30, 2001.  The first extension, dated August 28, 1997, was more 
than two years after the contract period had expired.  It extended the existing contract for a three-
year period that ended June 30, 1998.  This extension was followed by three consecutive one-year 
extensions.   The Auxiliary Enterprise receives $2,500 per month during the eight months that school 
is in session and $1,250 per month during the four months of the summer and winter breaks.   These 
monthly amounts have remained the same since 1992.  It is important for contracts to be updated and 
re-bid in order to obtain the most favorable terms.  We noted that John Jay receives $2.42 in food 
service revenue per full-time equivalent (FTE) student, the second lowest amount received by the 
senior colleges.   

 
In response to our observations John Jay officials stated that the corporation is in the process 

of formalizing Requests for Proposals to bid for food services and has extended the present contract 
for another six months while the process is taking place.   
  

The Auxiliary Enterprise at Baruch has contracted with the same food service vendor as John 
Jay since 1995.  The original contract was for a one-year term and provided for three successive one-
year renewal options.  Baruch has continued using this vendor at the same terms and conditions as 
what was in place since 1995.   Baruch’s food service revenue per FTE was $8.82, the third highest 
of the senior colleges.   

  
In response to our observations Baruch officials stated that the corporation released an RFP 

for food service operations, subsequently received proposals and a contract was awarded in August 
2001.    
 
E. Receipt of Revenue 
 

It is important for the Auxiliary Enterprises to receive the revenues to which they are entitled 
in a timely manner, so the funds can be used as intended. The Board is responsible for ensuring all 
payments are received. Contracts should specify when vendor payments are due, and also provide 
for a late payment penalty when the vendors fail to comply with such terms. 
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The CPA management letters for seven of the eleven campuses, including Baruch and John 
Jay, stated that commissions owed by vendors were not timely remitted.  We noted that the payments 
from John Jay’s food vendor were consistently received late and that some payments from 1998 and 
1999 had not been remitted as of March 2001.  For the calendar 1998, five payments were late and 
six payments totaling $7,500 had not been received.  For 1999, four payments were late and one, 
totaling $1,250, had not been received.  At Baruch, we found consistently late payments from the 
food vendor and the bookstore vendor.  During the period September 1997 through December 2000, 
21 commission payments for the food vendor were received past the due date.  The payments ranged 
from 34 days late for the October 1997 payment to 312 days late for the September 1999 payment.  
However, the contract does not provide a penalty for late payments.   For the contract with the 
Baruch bookstore vendor, we found that 12 of the 13 quarterly payments made during our audit 
period were received over 30 days from the end of the quarter.  

 
In response to our observations officials from Baruch stated that stricter monitoring of late 

payments has been implemented through a tighter reporting system.  They added that warning letters 
will be sent to contractors delinquent in their commission payments and habitual late payments will 
result in termination of contracts at the Board’s discretion.   John Jay officials stated that the College 
will take managerial steps to secure timely payment by assigning one of its Accounting staff to 
monitor payment receipts monthly, and by having the College’s Chief Accountant review the 
records of receipt monthly.   

 
CUNY officials also responded that the University’s legal counsel has developed for the 

colleges a comprehensive RFP for vendor-managed food services, including a penalty provision for 
late commission payments.   

 
F. Cash Controls 
 

Good business practices require that receipts be deposited timely to maximize earnings and 
to properly safeguard funds.  In addition, funds should be invested in a manner that maximizes 
interest earnings and allows for access to the funds as needed.  The CPA management letters noted 
that large cash balances for three campuses, including Baruch, were maintained in low interest 
bearing accounts and/or certificates of deposit. 
 

At Baruch, receipts were not being deposited in a timely manner.  In one instance 28 days 
elapsed between deposits (June 1, 1998 through June 29, 1998), even though there were checks on 
hand for more than one week in that period.   Overall there were 65 checks totaling more than 
$153,000 on hand for more than one week during the period July 1, 1997 through June 30, 2000.   
The Baruch’s Auxiliary Enterprise was maintaining its funds in a non-interest bearing account, with 
an average balance for the period July 1998 through June 2000 of about $164,000.  The monthly 
balance ranged from almost $9,000 in August 1999 to over $350,000 in April 2000.  We estimate at 
a rate of 2 percent, more than $6,500 in interest could have been earned during this period. 

 
Baruch’s Auxiliary Enterprise procedures require that the request for a check form contain 

two signatures.  Of the 48 check requests that we sampled, 15, or almost a third, did not have the 
required two signatures.  Three requests had no signatures. 
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In response to our observations agency officials from Baruch stated that a tighter reporting 
structure has been implemented, and timely deposit of funds has been made a high priority. 

 
Recommendations 

 
1. Ensure that Auxiliary Enterprise Boards at John Jay and Baruch develop RFPs and re-bid 

food service contracts on a periodic basis. 
 
2. Ensure that the Auxiliary Enterprise Boards at John Jay and Baruch timely collect from 

vendors all funds to which they are entitled. 
 

3. Ensure that controls over cash at Baruch are strengthened to provide for the timely deposit 
of funds, to maximize interest earnings, and to ensure cash disbursements are properly 
authorized. 

 
We provided CUNY officials with a draft of the matters provided in this report for their 

review and comment.  Their comments have been considered in the preparation of this report and are 
included as Appendix A.  CUNY officials stated that both Colleges have reacted in a very 
responsible way to the weaknesses identified in this report and have taken several steps to strengthen 
their operations.  These actions include the development of RFPs and re-bidding of fund contracts, 
procedures to monitor the timely collection of commission payments and, in the case of Baruch 
College, the implementation of tighter reporting controls to ensure the timely deposit of funds. 
 
 Within 90 days after the final release of this report, as required by Section 170 of the 
Executive Law, the Chancellor of the City University of New York shall report to the Governor, the 
State Comptroller, and the leaders of the Legislature and fiscal committees, advising what steps were 
taken to implement the recommendations contained herein, and where recommendations were not 
implemented, the reasons therefor. 
 
 Major contributors to this report were William Nealon, Anthony Carbonelli, Carole Siegall, 
Zenaida Bhuiyan, Marc Geller, Hunan Zhang and Paul Bachman. 
 

We wish to thank the management and staff of the City University of New York for the 
courtesies and cooperation extended to our auditors during this audit. 
 
 
      Very truly yours, 
 
 
 
 

Jerry Barber 
Audit Director 

 
 
cc: Louis Chiacchere, Office of CUNY Internal Audit 
      Deirdre A. Taylor, Division of the Budget
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A-2 

* See State Comptroller's Note, Appendix A-3 

 

* 
Note 
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A-3 

 

* 
Note 

 

*State Comptroller’s Note 
These CUNY comments included in Appendix A pertain to matters that
were part of our preliminary findings and that are not part of this final 
report. 
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A-4 
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A-5 
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A-6 

 
 


