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EXECUTIVE SUMMARY 
 

NEW YORK CITY HEALTH AND HOSPITALS 
CORPORATION 
CONTROLS OVER MAJOR MOVABLE FIXED ASSETS 

 
SCOPE OF AUDIT 

 
he New York City Health and Hospitals Corporation (HHC) provides 
comprehensive medical, mental health and substance abuse services to New 

York City residents regardless of their ability to pay.  Through 7 regional health 
care networks, HHC operates 11 acute care hospitals, 4 long-term care facilities, 
6 diagnostic and treatment centers, a certified home health agency and more 
than 100 community-based clinics.  In addition, HHC operates various other 
facilities and programs that provide services in New York City. 
 
HHC’s major fixed asset categories include buildings, fixed equipment, major 
movable equipment (or fixed assets), land, land improvement and construction in 
progress.  Major movable fixed assets generally refer to assets such as medical 
and office equipment that are not permanently attached and can be moved from 
place to place.  These assets include defibrillators, fetal monitors and computers.  
HHC’s inventory control system for fixed assets is known as the Fixed Assets: 
Millennium System (FA:M).  The objective of FA:M is to provide HHC with all of 
the information necessary for tracking and reporting fixed assets, including fixed 
asset additions, deletions and transfers.  As of March 31, 2002, the acquisition 
cost of all fixed assets recorded on FA:M was $4 billion. After accumulated 
depreciation, the net book value of the fixed assets was $1.4 billion, or about 35 
percent of acquisition cost. 
 
For the period July 1, 1999 through March 31, 2003, our audit addressed the 
following question relating to HHC’s controls over major movable fixed assets: 
 

• Does HHC have adequate controls to provide reasonable assurance that 
all major movable fixed assets are accurately recorded and properly 
accounted for? 

 

AUDIT OBSERVATIONS AND CONCLUSIONS 

 
ased on our analysis of the FA:M system, we determined that assets were 
not tagged, retired assets were included on the inventory record, asset 
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retirements were not adequately documented, asset locations were not recorded 
or were not accurate, and assets were unaccounted for.  HHC officials 
acknowledge that improvements can be attained in the FA:M system and have 
taken steps to improve the tagging, reporting and monitoring of major movable 
fixed assets. 
 
We selected random samples comprising a total of 300 major movable fixed 
assets at four acute care hospitals to assess the accuracy and completeness of 
the information on FA:M.  We attempted to locate each of the 300 sampled 
assets.  We were able to locate and positively identify just 108 assets we looked 
for.  We located another 43 assets, but could not positively identify them since 
they did not have an identification tag, as required.  For the remaining 149 
assets, we determined the following:  for 46 assets, officials provided adequate 
documentation that the assets had been retired; for 30 assets, officials provided 
only incomplete documentation that assets had been retired; for 56 assets, 
officials stated their belief that the assets had been retired, but could provide no 
documentation to support their assertion; and, for 17 assets, officials could not 
explain the whereabouts of these assets.  In addition, we determined that HHC 
does not perform periodic physical inventories nor use effective alternative 
procedures to determine the accuracy and completeness of FA:M.  (See pp. 5-6) 
 
Although HHC has policies for the proper maintenance of FA:M, we found that 
HHC management has not always enforced these policies, resulting in weak 
controls over major movable fixed assets.  For example, inventory records should 
accurately reflect the location of assets so that equipment can be readily found 
when it is needed.  HHC policy requires that asset locations be accurately 
recorded on FA:M.  We found that most of the 300 assets in our sample either 
did not have a location recorded on FA:M or the location recorded was not 
accurate.  We also noted noncompliance with HHC’s policies relating to the 
classification of fixed asset transactions and the tagging of assets.  (See pp. 6-
10) 
 
Our report contains three recommendations to improve controls over major 
movable fixed assets. 
 

COMMENTS OF OFFICIALS 
 

HC officials agree with the report’s three recommendations and indicated 
actions taken or planned to implement them.  HHC officials also disagreed 

with certain aspects of the report.  A complete copy of HHC’s response is 
included as Appendix B.  Appendix C contains State Comptroller’s Notes, which 
address matters of disagreement included in HHC’s response. 
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INTRODUCTION 

 
Background 

he New York City Health and Hospitals Corporation (HHC) 
provides comprehensive medical, mental health and 

substance abuse services to New York City residents 
regardless of their ability to pay.  Through 7 regional health care 
networks, HHC operates 11 acute care hospitals, 4 long-term 
care facilities, 6 diagnostic and treatment centers, a certified 
home health agency and more than 100 community-based 
clinics.  In addition, HHC operates a health maintenance 
organization through its subsidiary MetroPlus and also provides 
health and mental health services in certain of New York City’s 
correctional facilities, homeless shelters and public schools. 
 
As used in its financial statements, HHC’s major fixed asset 
categories include buildings, fixed equipment, major movable 
equipment (or fixed assets), land, land improvement and 
construction in progress.  Fixed equipment refers to assets such 
as escalators that are permanently attached or fixed to the wall, 
floor or ceiling.  Major movable fixed assets generally refer to 
assets such as medical and office equipment that are not 
permanently attached and can be moved from place to place.  
These assets include defibrillators, fetal monitors and 
computers. 
 
HHC’s inventory control system for fixed assets is known as the 
Fixed Assets: Millennium System (FA:M).  The objective of 
FA:M is to provide HHC with all of the information necessary for 
tracking and reporting fixed assets, including fixed asset 
additions, deletions, transfers, etc. 
 
HHC capitalizes fixed asset purchases with a unit cost of at 
least $500 and a useful life of at least two years.  HHC also 
capitalizes repairs valued at more than $500 if the repair 
extends the fixed asset’s estimated useful life by at least two 
years.  HHC policy requires that assets costing more than 
$1,000 and purchased after July 1, 1998 be tagged for 
identification purposes. 
 
As of March 31, 2002, the acquisition cost of all fixed assets 
recorded on FA:M was $4 billion.  After accumulated 
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depreciation, the net book value of the fixed assets was $1.4 
billion, or about 35 percent of the acquisition cost. 
 

Audit Scope, Objective and Methodology 
 

e audited selected aspects of HHC’s controls over major 
movable fixed assets for the period July 1, 1999 through 

March 31, 2003.  The objective of our performance audit was to 
determine whether HHC has adequate controls to provide 
reasonable assurance that all major movable fixed assets are 
accurately recorded and properly accounted for. 
 
To accomplish our objectives, we interviewed managers and 
staff at HHC’s central office and at selected acute care 
hospitals.  We also reviewed HHC’s policies, directives and 
procedures.  In addition, we selected random samples 
comprising a total of 300 major movable fixed assets, observed 
inventory-related operations at selected hospitals and attempted 
to locate assets.  We obtained a download from FA:M of the 
population of major movable fixed assets at HHC’s 11 acute 
care hospitals as of March 31, 2002.  This population consisted 
of 119,226 assets with an acquisition cost of  $872.7 million and 
net book value of $201.1 million.  From this population, we 
excluded assets costing less than $1,000 because HHC policy 
does not require such items to be tagged.  As a result, the 
population from which our sample was selected included 83,826 
assets, with an acquisition cost of $847.2 million and book value 
of $189.5 million. 
 
We used multistage sampling, with HHC’s 11 acute care 
hospitals as the primary units and the major movable fixed 
assets costing at least $1,000 as the secondary units.  We 
randomly selected 4 of the 11 acute care hospitals: Harlem, 
North Central Bronx, Elmhurst and Woodhull.  The four 
hospitals included 27,514 of the 83,826 assets.  We then 
randomly selected 75 assets from each of the four hospitals for 
testing.  We categorized each hospital’s assets into three strata 
based on acquisition cost, with the following defined ranges: 
$1,000 to $4,999; $5,000 to $9,999; and $10,000 and greater.  
For each of the four sampled hospitals, we tested 20 randomly 
selected items from the first stratum, 25 randomly selected 
items from the second stratum and 30 randomly selected items 
from the third stratum.  With the assistance of hospital officials, 
we used asset information provided in a download from FA:M, 
purchase orders and invoices to determine whether the sampled 
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items were properly classified and could be located.  We 
replaced sampled assets that we determined to be misclassified 
or where documentation was insufficient to determine whether 
the asset was properly includable as a major movable fixed 
asset.  We also replaced assets that were properly classified 
when the identification and verification procedure could disturb 
hospital patients (e.g., occupied hospital beds). 
 
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 HHC 
operations included within our audit scope.  Further, these 
standards require that we understand HHC’s internal control 
structure and its compliance with those laws, rules and 
regulations that are relevant to 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 to be audited.  
This approach focuses our audit efforts on operations that we 
identified through a preliminary survey as having the greatest 
probability for needing improvement. Consequently, by design, 
finite audit resources are used to identify where and how 
improvements can be made. Therefore, 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 operations that 
may be functioning properly.  
 

Response of HHC Officials to Audit 
 

e provided draft copies of this report to HHC officials for 
their review and comment.  Their comments have been 

considered in preparing this report and are included as 
Appendix B.  Appendix C contains State Comptroller’s Notes, 
which address matters of disagreement included in HHC’s 
response.   
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Within 90 days after final release of this report, we request that 
the President of the New York City Health and Hospitals 
Corporation 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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CONTROLS OVER MAJOR MOVABLE FIXED 
ASSETS 

 
rganizations such as HHC buy and use equipment, such as 
major movable fixed assets, to deliver services and support 

administration.  An effective inventory control system provides 
accurate, complete information regarding the location and status 
of equipment within an organization.  To properly maintain the 
system, the organization needs to accurately record the location 
of equipment items, adjust the inventory records to account for 
any additions and deletions (including retirements) to the 
inventory, properly classify the equipment items for reporting 
purposes and affix an identification tag to the items when 
required.  Periodic physical inventories, or effective alternative 
procedures, should be conducted to ensure that the inventory 
records are accurate and up-to-date. 
 
HHC should adequately control its major movable fixed assets 
so that it can determine the location and status of important 
medical and administrative equipment as the need arises.  HHC 
implemented FA:M to provide the necessary control over these 
assets.  However, we found that FA:M does not contain 
accurate and complete information, and that HHC does not take 
the necessary steps to properly maintain FA:M.  Consequently, 
FA:M does not constitute a complete and accurate record of 
HHC’s major movable fixed assets. 
 

Results of Inventory Tests 
 

e selected random samples comprising a total of 300 
major movable fixed assets at four acute care hospitals to 

determine the accuracy and completeness of the information on 
FA:M.  We attempted to locate each of the 300 sampled assets.  
We determined that management controls over major movable 
fixed assets were weak and, as a result, HHC could not account 
for many of the sampled items, as follows: 
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• We were able to locate and positively identify just 108 
assets we looked for (36 percent of our sample).  We 
located another 43 assets (14 percent of our sample), but 
could not positively identify them since they were not 
tagged. 

 
• We could not locate 149 assets (50 percent of our 

sample).  According to hospital officials, 46 of these 
assets had been retired, and they provided us with 
supporting documentation.  According to hospital 
officials, another 30 assets were retired and discarded, 
and they provided some supporting documentation for 
each of these assets.  However, the documentation was 
not complete.  For the remaining 73 assets, hospital 
officials stated their belief that 56 of these assets had 
been retired, but could not provide any documentation to 
support this assertion.  It should be noted that all 132 of 
these “retired” assets were still listed on FA:M as being 
available for use.  HHC policy requires hospital staff to 
remove retired assets from FA:M and to properly 
document these transactions.  Hospital officials could not 
explain the whereabouts of the 17 other missing assets.  
These 17 assets included such items as a motor vehicle, 
IV pumps and computers, and had a total acquisition cost 
of $166,369 and a net book value of $46,804. 

 
The results of our tests show that FA:M does not contain 
accurate and complete information, and therefore cannot be 
relied on for the tracking and reporting of assets.  HHC officials 
therefore need to investigate the items that are missing and 
unaccounted for, and update FA:M.  We determined that HHC 
does not perform periodic physical inventories, nor use effective 
alternative procedures to determine the accuracy and 
completeness of FA:M.  In our judgment, HHC officials need to 
take periodic inventories, or employ alternative procedures, to 
ensure that FA:M is reliable. 
 

Need to Improve Inventory Practices 
 

HC has policies for the proper maintenance of FA:M.  Such 
policies relate to the recording of asset location, the 

classification of fixed asset transactions and the tagging of 
assets.  We found that HHC has not enforced these policies, 
resulting in weak controls over major movable fixed assets, as 
detailed in the following sections of this report. 
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Asset Locations Were Not Entered on FA:M or Were 
Inaccurate 

 
Inventory records should accurately reflect the location of 
assets, so that equipment can be readily found when it is 
needed.  The location of newly-purchased items should be 
promptly entered on FA:M, and transfers of equipment should 
be reflected on FA:M.  HHC policy requires that asset locations 
be accurately recorded on FA:M. 
 
We found that the location for 166 of the 300 assets in our 
sample (or 55 percent) had not been recorded on FA:M as 
required.  (Despite the absence of this important information, we 
were able to find 54 of the 166 assets.)  The results of our 
sample were confirmed by a second test of the inventory 
records. Using auditing software, we analyzed the population 
from which our sample was selected, which included 83,826 
assets from 11 acute care hospitals.  For 45,523 assets (54 
percent), we found that the location of the assets was not listed 
on FA:M.  These assets had a total acquisition cost of $526.6 
million and book value of $33.5 million.  HHC officials informed 
us that prior to December 1, 1995, hospital staff responsible for 
updating FA:M were able to circumvent the control requiring that 
the location of newly-purchased equipment be entered on FA:M.  
However, HHC officials stated that effective December 1, 1995, 
they implemented controls to ensure that equipment locations 
are entered on FA:M as required.  Our audit test found that 
40,739 of the 45,925 assets (89 percent) purchased prior to the 
new policy had no location shown, while 4,784 of the 37,901 
assets purchased December 1, 1995 or later (13 percent) had 
no location shown.  We note this result represents a substantial 
improvement since December 1, 1995, but that HHC officials 
need to further improve the completeness of FA:M as it relates 
to the location of assets. 
 
We also found that asset locations on FA:M were often 
inaccurate, since they were not updated to reflect transfers of 
assets.  Of the 134 assets in our sample that had a location 
noted on FA:M, we were able to locate 97 of them.  However, 
only 15 of the 97 assets were at the locations indicated on 
FA:M. 
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Misclassified Fixed Asset Transactions 
 
Fixed asset transactions should be correctly classified into 
appropriate categories so that financial statements and notes 
are accurate and can be relied upon.  For financial statement 
purposes, HHC policy requires assets costing at least $500 with 
a useful life of two years or more to be capitalized and recorded 
under one of four fixed asset categories: buildings, fixed 
equipment, major movable equipment (or fixed assets), and 
land and improvements.  In addition, certain transactions should 
be included as part of a larger, related purchase.  For example, 
software costs associated with a new computer system should 
be combined with the hardware and shown as a major movable 
fixed asset on HHC’s records.  Under other circumstances, 
software should be expensed. 
 
We found that 34 of the 300 sampled assets (11 percent) with a 
total acquisition cost of $1.8 million and a net book value of 
$217,000 had been either incorrectly classified as major 
movable fixed assets or did not contain sufficient information on 
FA:M and the supporting purchase orders to document that the 
item selected for sample was a major movable fixed asset.  As a 
result, we replaced these items in our sample in order to obtain 
a sample of 300 major movable fixed assets.  However, this 
high rate of misclassified assets indicates the need for HHC to 
improve practices relating to the classification of assets.  The 
following summarizes our findings: 
 

• Nine of the items misclassified as major movable fixed 
assets may have been more properly classified as 
operating expenses.  For example, at Woodhull Hospital, 
one transaction of $9,737 for professional services 
rendered should have been treated as an operating 
expense. We found instances where Harlem and 
Elmhurst Hospitals capitalized software, but did not 
document that this was the proper classification. 

• Twenty-one items should have been classified within 
other fixed asset categories such as buildings or fixed 
equipment. 

• Purchase order documentation was either missing or 
incomplete for four items and therefore classification was 
not determinable. 
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Incomplete Tagging of Assets 
 
Affixing a tag or serial number to an asset facilitates the positive 
identification of the asset.  HHC policy requires tagging of major 
movable fixed assets acquired after July 1, 1998 that cost at 
least $1,000 and have a useful life of at least two years.  
Tagging is also required for assets acquired prior to July 1, 
1998, if such assets had a net book value of at least $5,000 on 
July 1, 1998.  Tag information is required to be entered on 
FA:M.  In addition, HHC’s Biomedical and Management 
Information System units may affix separate tags to equipment 
under their purview for their specific purposes.  
 
We found assets often were not tagged for FA:M purposes.  Of 
the 151 assets in our sample that we were able to locate, 91 
assets did not have FA:M tags affixed to them, as follows: 
 

• Twenty-one assets should have been tagged for FA:M 
purposes, but were not.  These items were purchased 
after July 1, 1998 and cost at least $1,000.     

• Fifty-eight assets may have required tagging.  These 
assets were purchased prior to July 1, 1998 with a cost of 
at least $5,000.  We could not determine the number of 
these assets that required tagging because the FA:M 
program cannot retroactively capture net book value. 
HHC was not able to indicate whether these assets had a 
net book value of at least $5,000 on July 1, 1998. 

• Twelve assets did not require tagging since they were 
purchased prior to July 1, 1998 and the acquisition cost 
was less than $5,000.      

 
Hospital officials ultimately were able to positively identify 48 of 
the 91 assets by using the hospitals’ Biomedical and 
Management Information System tag numbers.  The remaining 
43 assets that were found could not be positively identified.  
Since FA:M is designed to be HHC’s official system for fixed 
asset tracking and reporting purposes, hospitals should comply 
with HHC policy requiring the tagging of fixed assets. 
 
The need for hospitals to improve compliance with HHC’s 
tagging policy was confirmed by a second test of the inventory 
records. Using auditing software, we determined whether the 11 
acute care hospitals complied with HHC’s tagging policy for 
major movable fixed assets.  We tested assets acquired after 
July 1, 1998 with a cost of at least $1,000.  We determined that 
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a population of 24,838 assets with an acquisition cost of $210.8 
million and a net book value of $150.4 million required FA:M 
tags.  We found that FA:M did not contain tag numbers for 7,326 
assets (29 percent) with a total acquisition cost of $81 million 
and net book value of $54 million.  We did not evaluate assets 
purchased prior to July 1, 1998 that may have required tagging. 
 

Recommendations 
 

1. Take a physical inventory of major movable fixed assets 
on hand and update the results to FA:M so that FA:M 
contains accurate and complete information.  Perform 
periodic physical inventories, or effective alternative 
procedures, to maintain FA:M as a reliable tracking and 
reporting system for assets. 

 
2. Investigate why assets, including those identified by our 

audit, cannot be accounted for during inventories and 
take appropriate action. 

 
3. Strengthen asset controls by enforcing existing policy 

relating to the recording of asset location on FA:M, 
removal of retired assets from FA:M, the classification of 
fixed asset transactions for reporting purposes and the 
tagging of assets. 
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State Comptroller’s Notes 

Appendix C 

1. HHC officials did not suggest at the entrance conference that a review of 
assets purchased from 1998 to present would meet the objectives of the audit 
and provide an accurate assessment of the current system.  As stated in the 
Audit Scope, Objective and Methodology section of our report, the objective 
of our audit was to determine whether HHC has adequate controls to provide 
reasonable assurance that all major movable fixed assets are accurately 
recorded and properly accounted for.  Our sampling methodology was 
designed  to meet our audit objective by addressing the adequacy of controls 
over all major movable fixed assets recorded on the FA:M system.  Further, 
we note that 39 percent of the 300 items we sampled from FA:M were 
acquired subsequent to April 1, 1996, while only two of the 300 items were 
acquired before 1970. 

 
2. The 56 items in question were listed on FA:M as available for use and were 

among 149 items that we could not locate.  Hence, HHC’s six-year 
documentation retention policy for retired assets is not relevant to these 
items.  Further, during the course of our audit, neither HHC nor hospital 
officials advised us of HHC’s document retention policy or used it as a reason 
for not providing us with documentation of their assertion that these items had 
been retired.  Additionally, in cases where hospitals provided us with 
documentation supporting the retirement of other assets, some of these 
assets had been purchased prior to 1996. 

 
3. During the course of our audit, hospital officials maintained that these two 

assets were no longer in use and not present at North Central Bronx (NCB) 
Hospital.  Although we were provided with a purchase order indicating that 
the computer software was a licensing fee for software acquired on June 1, 
1997, we were told this asset was no longer in use.  Further, we were not 
provided with any documentation concerning its retirement.  Regarding the 
Data General Orion 8500+ System, North Central Bronx Hospital officials 
provided us with the following written information, “No longer in use. Possibly 
was given back to the vendor, for purchase of new equipment (exchange).”  
Consequently, we have not modified our report. 

 
4. During the course of our audit, we made repeated visits to the hospitals and 

participated in lengthy searches for these assets.  HHC officials have not 
provided any documentation of the existence of these assets and we have not 
modified our report. 

 
5. During the course of our audit, in the absence of inventory tags affixed to 

sampled items, we identified assets by use of serial numbers.  However, we 
were not shown an operating table with a serial number corresponding to an 
invoice and purchase order for the item in question.  Hence, we have not 
modified our report. 



 

 C-2 

 
6. While HHC officials state that seven of the assets that we could not locate 

were acquired between 1978 and 1993, we note that four of the seven items 
had a positive net book value on the FA:M system.  Additionally, we noted 
during the course of our audit that items on FA:M with a zero net book value 
were still in use at the hospitals. 

 
7. We have modified our report in this regard. 

 
8. HHC officials did not request us to provide a listing of these 132 “retired” 

assets.  However, during the course of our audit, HHC’s Internal Audits unit 
requested and we provided a listing and details of the 56 assets that we could 
not locate and about which hospital officials stated their belief that the assets 
had been retired.  We note that 12 of these assets had a positive net book 
value on FA:M, and therefore had an impact on HHC’s financial statements 
and cost reports. 

 
9. During the course of our audit, we provided HHC and hospital officials with all 

of the information they requested to support our findings. 
 

10. We provided HHC officials with details concerning all the misclassified fixed 
asset transactions, e.g., those items that had been either incorrectly classified 
as major movable fixed assets or for which there was insufficient 
documentation on FA:M and the supporting purchase orders to document that 
the item in question was a major movable fixed asset.  At the exit conference, 
it was agreed that hospital officials would review the information and provide 
us with any additional documentation.  However, no documentation was 
provided. 

 
11. As stated in our report, 58 assets may have required tagging.  However, we 

could not determine the number of these assets that required tagging 
because the data was not available on FA:M and HHC officials could not 
provide us with the information.  Further, we provided HHC officials with 
detailed information concerning these assets. 




