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Dear Mr. Cappiello: 
 

Pursuant to the New York State Governmental Accountability, Audit and Internal Control 
Act of 1987 (Act), as revised in 1999, Capital District Transportation Authority’s (Authority) 
management is responsible for establishing and maintaining an effective system of internal controls 
and a program of internal control review.  State agencies and authorities must annually certify their 
compliance with important provisions of internal control to the Division of the Budget in accordance 
with Budget Policy and Reporting Manual Item B-350.  We have examined Authority management’s 
certification of compliance for the year ended March 31, 2004 (the certification had not been 
completed for the year ended March 31, 2005 at the time of our examination).  The Authority’s 
management is responsible for the certification.  Our responsibility is to express an opinion on the 
certification based on our examination.  We also performed tests to determine whether management 
has established policies and procedures that provide an appropriate level of internal control over 
basic financial operations and to determine whether the Authority’s employees followed those 
policies and procedures during the period January 1, 2003 through March 31, 2005.   
 
Background 

 
Established in 1970 by Article 5, Title 11-C of the Public Authorities Law, the Authority’s 

purpose is to continue, further develop, and improve transportation and related services in the 
Albany area.  The Authority is managed by an Executive Director that reports to a nine-member 
Board of Directors (Board).  The Authority, which owns and operates 250 buses and vans, provides 
fixed-route public transit services, as well as mandated services for the disabled, in and around the 
City of Albany and in four counties.  The Authority also provides shuttle, commuter, and rural bus 
services.  In addition, Medicaid transportation services are provided to qualifying individuals.  The 
Authority owns and operates the Rensselaer Rail Station and the Saratoga Rail Station and contracts 
with two firms to provide property and parking management at these stations.  Authority officials 
plan to locate some of their employees to available office space at the Rensselaer Rail Station which 
they were unable to lease to other tenants. 
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 The Authority serves as administrative host of the Capital District Transportation Committee 
(CDTC).  CDTC is the Capital District Regional Metropolitan Planning Organization responsible for 
planning transportation projects and is the recipient of various Federal and State Funded Technical 
Study Grants related to Regional Transportation Planning.  The Authority has no budgetary 
oversight and no responsibility for the CDTC’s deficits or debts.  The Authority’s agreement with 
CDTC provides that the Authority assume certain responsibilities relating to grant management and 
accounting functions.  The Authority also advances periodic working capital funds to the CDTC.  
 
 For the State fiscal year ended March 31, 2004, Authority reported about $13.4 million in 
operating revenue, $44.4 million in Federal, State and local subsidies and $314,000 in investment 
and other non-operating income.  The Authority’s operating expenses and depreciation for this 
period totaled about $57.2 million, resulting in net profit of about $905,000.  The Authority employs 
about 628 full-time and 41 part-time staff with annual payroll for calendar 2004 of about $25.7 
million. Overtime for calendar 2004 totaled over $5.3 million (21 percent).  The Authority attributes 
the significant overtime primarily due to a shortage of available drivers.  Authority officials 
indicated that the shortage of drivers is a result of newer drivers being attracted to other companies 
who have the ability to offer higher initial starting pay.  The Authority is taking several steps, such 
as, an incentive program for new drivers and more frequent driver training classes enabling new 
hires to operate a bus sooner to help control overtime.  
 
Examination Objective and Methodology 

 
The objective of our examination was to determine whether the Authority’s certification is 

fairly stated in all material respects.  Our examination was conducted in accordance with generally 
accepted government auditing standards, which include the attestation standards established by the 
American Institute of Certified Public Accountants.  Accordingly, we examined, on a test basis, 
evidence supporting management’s certification and performed such other procedures as we 
considered necessary in the circumstances.  In particular, we performed tests to determine whether 
management has established policies and procedures that provide an appropriate level of internal 
control over basic financial operations and to determine whether the Authority’s employees followed 
those policies and procedures during the period January 1, 2003 through March 31, 2005.   

 
To accomplish this objective, we interviewed Authority officials and reviewed policies and 

procedures governing the following significant financial operations:  Board oversight and 
governance, revenue and collections, cash and investments, payroll, procurement and contracting, 
equipment and asset management, budgeting and expenditure control, and accounting and 
information systems.  We interviewed Authority staff responsible for these financial operations and 
performed limited compliance testing to provide assurance that Authority employees follow 
established policies and procedures.  We believe our examination provides a reasonable basis for our 
opinion. 
 
 In addition to being the State Auditor, the Comptroller performs certain other constitutionally 
and statutorily mandated duties as the chief fiscal officer of New York State, several of which are 
performed by the Division of State Services.  These include operating the State’s accounting system; 
preparing the State’s financial statements; and approving State contracts, refunds, and other 
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payments.  In addition, the Comptroller appoints members to certain boards, commissions and public 
authorities, some of whom have minority voting rights.  These duties may be considered 
management functions for purposes of evaluating organizational independence under generally 
accepted government auditing standards.  In our opinion, these management functions do not affect 
our ability to conduct independent audits of program performance. 
 
Results of Examination 

 
In our opinion, management’s certification referred to above is fairly stated in all material 

respects based on the criteria set forth in the Act and Item B-350.  However, we noted the following 
instances in which the Authority could either improve its system of internal controls, or strengthen 
the adherence to existing policies and procedures.  Authority officials indicated that they have 
already corrected some of the deficiencies we identified and will implement changes and update 
policies and procedures over other areas.  (A summary table addressing specific questions related to 
each of the entity’s basic financial operations is attached as Table I.) 
 
 1. According to Section 2879(3)(b)(ii) of the Public Authorities Law, any contract 

requiring services rendered for a period of more than one year must be approved by 
the governing board of that Authority.  However, according to the Authority’s 
Purchasing Manual, the Board is responsible for the approval of any contracts that 
exceed $100,000, single or sole source awards that exceed $25,000, those awarded to 
other than the lowest bidder that exceed $25,000, change orders on Board awarded 
contracts that are more than 20 percent of the awarded contract value or $50,000, 
whichever is smaller, and contracts involving services to be rendered over a period in 
excess of one year and that exceed $25,000 with an annual contract review by the 
Board.  The Authority Board technically approves all service contracts in excess of 
one year by an annual ratification as required by Law.  However, we found that while 
the Authority meets the minimum standards in this regard, some improvements are 
needed.  The Board approval is based mainly on an annual ratification after the 
contracts are executed by management, but pre-approval should occur where feasible 
and ratification should be presented at each monthly Board meeting so that contracts 
are approved or ratified as near to the execution date as possible.  Under the current 
process, contracts may be in effect for nearly a year prior to being ratified by the 
Board.  Another weakness noted is that the Board resolution to approve the contracts 
refers to the annual Financial and Compliance Report, which includes the annual 
procurement contracts report, which is actually designed to satisfy a separate 
requirement of the Public Authorities Law.  The resolution approving service 
contracts in effect longer than one year should refer specifically to those contracts 
rather than an annual contract report to better distinguish the two requirements.  
Authority officials stated that they would revise their procurement policies to comply 
with this requirement.  

 
 2. The New York State Budget Policy and Reporting Manual (B-350) requires that 

authorities that elect to have an internal audit unit must also conform to generally 
accepted professional standards for internal auditing.  This includes hiring an internal 
audit director with appropriate internal auditing credentials, operating the internal 
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audit unit in accordance with professional standards for internal auditing published 
by the Institute of Internal Auditors.  The Authority is not required to either have an 
internal audit unit or hire an Internal Audit Director.  Nevertheless the Authority 
chose to hire an internal auditor in April 2003 as noted in their Internal Control 
Certification.  

 
The standards address areas such as auditor proficiency and education and indicate 
that internal auditors should enhance their knowledge, skills and other competencies 
through continuing professional development but do not specify the number of hours 
required.  We found the Authority’s internal auditor does not possess the education 
or experience required by the Act and the Standards.  Although the internal auditor 
has a bachelor’s degree, it is not in the Business or Accounting field.  The internal 
auditor has several years of accounting experience and received 45 hours of 
continuing professional education from March 2003 until January 2005, but lacks 
experience as an auditor.  Authority officials told us the internal auditor will fulfill 
the core accounting classes needed to continue in the position and expects to obtain a 
Certificate in Accounting by the year 2011.  
 
In recognition that the internal auditor did not possess the appropriate education and 
experience, the Authority contracted with a qualified individual for about $21,000 to 
set up the internal audit function, work with the internal auditor for about 500 hours, 
and to perform several audits.  The Authority Board adopted an Audit Charter and 
approved a three-year audit plan for the internal auditor.  The internal auditor worked 
independently since April 2004 and conducted about six audits.  In November 2004, 
however, the Authority issued a request for proposal to obtain another internal audit 
consultant to provide additional guidance, technical assistance and support to the 
internal auditor and advise the Board on matters of internal audit planning, conduct 
and results for a three year period.  The Authority received four proposals and 
Authority officials told us they will be conducting interviews once our audit report is 
received.  The Authority will require the principal of the firm be certified in internal 
auditing and report directly to the Board.   
 
The Act also requires the internal audit function and the Internal Control Officer to 
report directly to their agency head.  We consider reporting to the Authority Board as 
meeting the intent of the Act.  However, both the internal auditor and the Internal 
Control Officer report directly to the Chief Executive Officer.  
 
In response to our examination, the Board agreed to change the auditor’s title to 
Audit Assistant and Authority officials also told us they will describe their internal 
audit program in their certification of compliance to the Division of the Budget.  
Authority officials also revised their organizational structure so that the Audit 
Assistant and the Internal Control Officer report directly to the Board.   

 
 3. In December 2004, the Authority had outstanding accounts receivable of $936,945.  

Collections of accounts receivable are generally good with about 86 percent of the 
receivables current (1 to 30 days old) and about 10 percent from 31 to 60 days old.  
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Only $36,000 (less than four percent) was over 120 days old most of which (90 
percent) was owed by New York State.  Authority policy is to send monthly follow-
up bills on all accounts receivable over 30 days old, and to refer bills over 120 days 
old to the Authority’s general counsel to pursue collection activities.  We tested 10 
invoices totaling about $134,000 that were at least 30 days past due per a report 
dated December 31, 2004, to determine if Authority policies were followed.  By 
January 24, 2005, the Authority had collected almost $133,000 of this amount. Only 
about $1,080 was still outstanding on two unpaid bills and two partially paid bills.  
The two unpaid  bills totaling $871 were 169 and 187 days past due.  One of 
the two past due accounts had been turned over for collection, but not until it was 
186 days past due.  We also found that the Authority does not document that monthly 
statements are sent out or that follow-up collection efforts are made such as when 
phone calls are made.  The Authority should better document collection activities and 
promptly pursue legal action after 120 days.  Authority officials told us that they 
would better document their collection efforts.  

 
 4.  The Authority has 16 bank accounts for payroll, cash receipts and disbursements, 

receiving wire transfers, and receipt and disbursement of funds for the Capital 
District Transportation Committee.  We found that the Authority needs to improve 
internal controls over cash by reconciling all bank accounts and properly recording 
transfers between accounts.  The Authority did not reconcile five accounts and one 
account was also excluded from the general ledger and audited financial statements.  
We also found that many of the other bank reconciliations that had been performed 
were poorly documented.  For example, 6 of the 11 reconciliations did not indicate 
that the bank balance and general ledger balances reconciled.  In addition, transfers 
between accounts were not properly recorded in the general ledger.  Money is 
received via wire transfer and deposited into an account (Account 1) that usually 
applies to several different accounts.  Authority officials write checks to transfer 
money from Account 1 to the appropriate accounts.  However, the general ledger for 
Account 1 shows only a net deposit (total deposit less any checks payable to other 
accounts).  Therefore, the general ledger for Account 1 does not show total deposit or 
disbursements made to transfer money to other accounts. 
 
As of December 31, 2004, the Authority had 60 outstanding checks over three 
months old totaling $150,169. We compared these outstanding checks to supporting 
documentation to verify that they represent legitimate expenditures.  The Authority 
could not provide supporting documentation for seven of these checks totaling 
$2,078.60.  Among the $150,169 in outstanding checks was a check for about 
$49,000 that was cashed after about five months and check for about $15,000 that 
has been outstanding for about 11 months.  However, the Authority had not followed 
up with the vendors to determine if they had been received.  In addition, one of the 
outstanding checks had been replaced but the original was never voided.  Authority  
officials stated that a stop payment had been placed on the void check and they have 
already improved the format of bank reconciliations to show that all accounts 
reconcile.  
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 5.   To improve controls over the authorization and recording of manual checks, the 
Authority should properly segregate duties so that the work of one employee acts as 
a check on the work of another employee.  However, for manual checks under 
$1,000, the same employee who writes the check also posts it to the accounting 
records and delivers it to the Treasury Department to be signed.  Consequently, there 
is no independent verification that the disbursement is valid and authorized.  The 
lack of segregation of duties increases the risk of errors and improprieties going 
undetected.  Authority officials told us that manual checks will be audited by an 
independent employee before they are mailed.  

 
 6.   To improve internal controls over payroll transactions, the Authority should ensure 

that Division Superintendents review and authorize employee payroll records 
including the accuracy of hours paid.  The Authority has three divisions where bus 
drivers report to work and vehicle repairs and maintenance are performed.  A 
Transportation Administrative Assistant at each division is responsible for verifying 
that drivers’ time-records are accurate and compiling the hours worked and leave 
credits used on a spreadsheet.  The Superintendent for each Division is responsible 
for authorizing the payroll data compiled by the Assistant each pay period, prior to 
submission to the Payroll Unit.  We found that in most cases, the Superintendents did 
not document that they authorized the spreadsheets as required.  Authority officials 
told us they now require Division Superintendents to document that they authorized 
the spreadsheets.  

 
 7.   During the period April 2003 through March 2004, the Authority paid about $4.7 

million for about 207,000 hours of overtime, with bus drivers incurring over 141,000 
hours.  Overtime is given on a seniority basis.  We found that the Authority needs to 
improve controls to monitor compliance with Section 211 of the New York State 
Transportation Law.  Section 211 sets limits on the number of hours a bus driver can 
be on duty to protect the public safety.  For example, Section 211 prohibits a driver 
from being on duty for more than 75 hours in any seven consecutive day period.  To 
test compliance with the 75-hour rule, we selected all 14 bus drivers who incurred at 
least 1,000 hours of overtime during the year ended March 2004.  We found 28 
instances in which drivers exceeded 75 hours on duty in a seven day period in 
violation of Section 211.  In 2003 the Director of Transit Services did an internal 
review of the Authority’s compliance with Section 211 and identified several 
deficiencies including violations of the 75-hour rule.  However, the Authority has not 
implemented controls to monitor compliance with the law.  Authority officials told 
us they have implemented a manual system to identify drivers who are near the 75-
hour limit.  They are also revising the payroll/time reporting system to allow 
dispatchers access to operator’s daily work hours.  They have contracted with a 
software vendor to make revisions to accommodate this change.  

 
 8.   To improve the internal controls over procurement and contracting, the Authority 

should verify that progress payments on contracts are supported as required by the 
contract.  We judgmentally selected 18 procurements with 18 different vendors for 
both capital and operating costs.  Our selection was made to include different types 



- 7 - 
 

of contracts and different amounts that require different levels of competition.  The 
reported contract amount of these procurements was as follows: 13 contracts total 
$5,199,511; four contracts have variable contract amounts; and one is a revenue 
contract with guaranteed revenue of $2.5 million over five years.  We reviewed 17 
invoices, totaling $62,462 for one contract, to procure engineering services for two 
separate projects.  We found that some of the hourly rates and some of the job titles 
paid for were not included in the contract.  In addition, the contract terms require that 
the engineering firm submit a proposal with a cost estimate and hours for each 
project.  If the Authority agrees with the proposal, a Scope of Work letter should be 
approved by both parties and become part of the contract and the Authority should 
prepare a purchase order to control the amount paid to the vendor.  However, neither 
the Scope of Work letters nor purchase orders were prepared for these two projects.  
As of February 2005, the Authority had spent about $79,933 on these two projects. 
Authority officials told us the project manager responsible for the projects has left 
the organization and they are not able to locate all of the documents.  

 
 9. During our procurement testing we found that one sole source contract to install 

heaters on six buses for $42,700 had not been approved by the Board.  The 
Authority’s Purchasing Manual states Board approval is required for sole source 
procurements costing over $25,000.  Authority officials stated they believed the 
heaters were part of a service maintenance agreement in place that had already been 
approved by the Board.  However, since the Authority made the purchase it should 
have followed their procurement guidelines.  

 
 10.  We found that the Authority needs to improve inventory controls over buses, bus 

parts and furniture and equipment.  Although physical inventory counts of furniture 
and equipment are done, they are not compared to perpetual inventory records to 
determine if items are missing or to identify items that have not been recorded in the 
inventory system.  The Authority has experienced past inaccuracies in bus parts 
inventory which the Authority traced to insufficient training of new users in the 
SPEARS parts inventory system.  In 2003, SPEARS had a variance of about 
$700,000, due to new users that took shortcuts entering transactions in the system.  
Erroneous output from SPEARS in turn caused inaccuracies in the Authority’s 
accounting system which lead the Authority to adjust its parts inventory balance 
down by $1.1 million.  The Authority is currently re-training its employees on the 
proper use of the SPEARS system and introducing the use of bar coding for 
recording the purchase and use of parts to correct these inaccuracies.  The Authority 
needs to continue to monitor the accuracy of the SPEARS system and employee 
awareness of the proper procedures for its use. 

 
  We also found that the Information Technology Department tags its own equipment, 

rather than being tagged by an independent employee.  This practice increases the 
risk that items will not be tagged or could be stolen without detection.   

 
 11.   To safeguard its equipment, the Authority should restrict personal use of its 

equipment and monitor its use.  We found that the Authority does not block internet 
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access to certain websites such as sports and shopping sites.  In addition, we found 
that the Authority does not monitor employee internet usage to determine if it is 
appropriate.  While internet usage reports are available, it is left to supervisors to 
request them. Also, employees can load computer programs on their computers 
which increases the likelihood of personal use of Authority equipment and 
introduction of computer viruses.  Officials told us they recently purchased software 
to detect unauthorized software on employees’ computers.   

 
We also found that the Authority did not start to use vehicle usage logs until 
December 2004 and employees who have vehicles assigned to them did not maintain 
logs to track personal use miles.  Instead the employees estimated the miles of 
personal usage for inclusion on their tax statements.  We also found the logs for the 
three month period through February 2005 showed that 1,020 miles were 
unaccounted for and data on one vehicle was missing for one month.  In addition, we 
found that the pool coordinator did not sign all the logs as reviewed.  Lastly, two 
vehicles had been driven 662 miles since the last log entry.  Authority officials are 
following up on the discrepancies.  

 
 12.  To improve internal controls over its budgeting practices, the Authority should 

develop written policies and procedures which document the process to be used in 
the annual development of the Authority’s budget.  The Authority should also 
develop written policies and procedures which outline their current expenditure 
control process and expectations.  

 
 13.   We assessed the Authority’s controls over its computer security and disaster 

readiness, and provided detailed results to Authority officials during the conduct of 
our Examination.  The details of our observations are not included here due to the 
sensitivity of the information and the potential risk associated with release of such 
information.  Authority officials told us they are taking steps to improve their control 
systems.    

 
Major contributors to this report were Gerald Tysiak, Steve Goss, Wayne Bolton, Gayle Clas 

and Peter Pagliaro.  
 
We welcome your comments in response to this examination.  We wish to express our 

appreciation to the management and staff of the Capital District Transportation Authority for the 
courtesies and cooperation extended to our auditors during this examination. 

 
      Very truly yours, 
 
 
 

Carmen Maldonado 
Audit Director 

 
cc:  Robert Barnes, Division of Budget 
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TABLE I 

   
CAPITAL DISTRICT TRANSPORTATION AUTHORITY 

INTERNAL CONTROLS OVER BASIC FINANCIAL OPERATIONS 
 
A colored “traffic light” legend is included in the table below to assist management in focusing 
an appropriate level of attention on the issues identified in the Authority Activities and 
Comptroller’s Comment sections of the Examination Findings. 
 
Legend: 

 

 

 
Activities/Comments contain 
matters that should be of 
immediate concern to 
management. 

 
 

 
Activities/Comments 
contain matters which 
management should 
consider correcting. 

 

 
Activities/Comments do 
not contain issues that 
require management’s 
immediate consideration. 

 
Examination Findings: As part of our examination, we sought answers to a series of questions 
and reviewed selected Authority records related to certain basic financial operations. Our 
questions in each area, along with a summary of the Authority’s activities and our comments, are 
presented below.  
 

  
QUESTION 

  
AUTHORITY ACTIVITIES 

 
COMPTROLLER’S 

 COMMENT 
 
Board Oversight & Governance: 

  

 
 

 

Does the Authority’s Board 
of Directors function in a 
manner that promotes an 
ethical business climate 
within the organization and 
encourages and supports full 
compliance with all 
applicable laws, rules and 
regulations? 

The Authority has established its 
own Code of Ethics, which complies 
with New York State Ethics in 
Government Act.  The Code of 
Ethics places restrictions on outside 
compensation and business activities 
of board members and employees.  
The Ethics rules also require 
employees to report attempts to exert 
influence over contracting activities. 
The Board also reviews, approves, 
and submits to State oversight 
entities all reports required by Law.  

The Authority’s process for obtaining 
Board approval for contracts for services 
in excess of one year and less than 
$25,000 meets the technical minimum 
requirements of the Law.  However, 
improvements are needed. 
  
See “Results of Examination issue # 1” 
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TABLE I (Cont’d) 

  
QUESTION 

  
AUTHORITY ACTIVITIES 

 
COMPTROLLER’S 

 COMMENT 
 
 

 
 

Has the Board of Directors 
established appropriate 
internal controls that promote 
the economic, efficient and 
effective operation of the 
Authority consistent with its 
statutory public benefit 
mission and that provide for 
transparency and  
accountability in pursuing its 
strategic business objectives? 

The Authority routinely reviews and 
updates policy and procedure 
manuals and distributes them to staff. 
The Authority’s contract award 
process includes the use of an 
internal selection committee for 
consultant contracts of $50,000 or 
more. The Authority also provides 
State oversight entities with all 
required reports.  The Board has also 
developed an action plan for 
implementing model governance 
principles to conform to the 
Governor’s directive on Authority 
Governance.  
 
 
 
 
 
The Authority hired an internal 
auditor in April 2003 to direct a 
broad, comprehensive program of 
internal auditing and hired a 
consultant to support the internal 
audit function for about one year.   

Our examination indicated that the Board 
has established controls that promote 
economic, efficient and effective 
operation that provide transparency and 
accountability of objectives.  We noted 
that three Board members’ term expired 
in July 2004 and were recently extended, 
including the Board Chairman’s. 
However, one member has not attended 
any Board meetings since February 2004 
due to illness.  Another member attended 
50 percent of the regular Board meetings 
during calendar 2004, and about 70 
percent of the committee meetings.  
Authority officials told us that the 
members participation at the committee 
meeting is time consuming but more 
important, than attending all Board 
meetings. 
 
The internal auditor does not possess the 
educational background or audit 
experience needed for their position in 
accordance with audit professional 
standards.  The Board is contracting with 
an internal audit consultant to take over 
the planning and supervision of the 
internal audit process.  In addition, both 
the internal auditor and the Internal 
Control Officer report directly to the 
Executive Director rather than directly to 
the Board.   
 
See “Results of Examination issue # 2” 

 
Revenue & Collections: 

  

 

 

Do the Authority’s internal 
controls provide assurance 
that revenues are billed 
timely and accurately and are 
recorded properly in the 
accounting records? 

The Authority has six major sources 
of revenue:  passenger revenue, 
transportation services principally 
provided to Medicaid qualified 
individuals, rail station parking and 
rentals, federal operating assistance, 
State and local government funding, 
and mortgage tax receipts.   
Mortgage tax receipts are received 
automatically.  Payments on 
contracts and from other third parties 
are billed monthly and draw downs 
from grants are made either when the 
invoice is received or paid, 
depending on the grant source. An 
outside firm bills for rent revenue at 
rail stations based on lease 
provisions.  

Our testing of five invoices and one grant 
expenditure totaling almost $250,000, 
found that all bills were generated timely 
and accurately and followed the 
Authority’s policies and procedures. 
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TABLE I (Cont’d) 

  
QUESTION 

  
AUTHORITY ACTIVITIES 

 
COMPTROLLER’S 

 COMMENT 
 
 
 

 

Do the Authority’s internal 
controls provide assurance 
that revenues are being 
collected timely? 

The Authority has established 
policies and procedures for 
identifying and collecting past due 
accounts. Monthly follow-up bills 
are sent on all accounts receivable 
over 30 days old and bills over 120 
days old are to be referred to the 
Authority’s general counsel to pursue 
collection activities.  

Our tests of past due accounts found that 
collection efforts are not always 
documented including that monthly 
statements were sent out and the date and 
number of follow up phone calls made.  
The Authority should take steps to 
document collection activities and 
promptly pursue legal action after 120 
days. 
 
See “Results of Examination issue # 3” 

 
Cash and Investments: 

  

 

 

Do the Authority’s internal 
controls provide assurance 
that cash and investments are 
p r o p e r l y  s a f e g u a r d e d ,  
accounted for, and deposited 
into the appropriate accounts? 

The Authority has 16 bank accounts, 
among five different banks for 
Authority deposits, disbursements, 
and Board designated reserve funds.  
The Authority also maintains a bank 
account for the deposits and 
disbursements of the Capital District 
Transportation Committee for which 
the Authority acts as administrative 
host.  The Authority also maintains 
an account which is used by the 
vendor that manages the Rensselaer 
Rail Station.  The Authority 
reconciles their accounts to bank 
statements monthly.  
 
Investment policies are reviewed and 
approved annually by the Board. 
Authority management authorizes 
the purchase and sale of short term 
investments and the Board authorizes 
transfers and withdrawals from 
designated reserve funds which are 
managed by a vendor.  The Board 
also authorizes the sale of debt.  

To improve internal controls over cash, 
the Authority should require that bank 
reconciliations be performed properly and 
timely on all accounts. We found that 
monthly bank reconciliations were not 
prepared for five accounts during 
December 2004 and reconciliations for 
six accounts were poorly documented. We 
also found that the general ledger did not 
include an account used for Swiper sales 
deposits or transfers between accounts.  
  
The reconciliations carry outstanding 
checks that are several months old.  The 
Authority should investigate why checks 
remain outstanding and ensure that checks 
that are voided are removed from the list 
of outstanding checks.  
 
We found that the Authority follows its 
investment and debt policies and 
procedures.  
 
See “Results of Examination issue # 4” 

 
 

 

Do the Authority’s internal 
controls provide assurance 
that cash disbursements are 
properly authorized and 
recorded? 

Accounting staff gather the claim 
voucher, purchase order, invoice, and 
receiving report, and submit to the 
Senior Deputy Comptroller for 
review and approval. Accounting 
staff enter disbursements into the 
Disbursement System and generate 
the checks.  Another Accounting 
Staff member verifies that the 
disbursement is approved and agrees 
with supporting documentation and 
brings the check and support to the 
Treasury Unit for mailing. The 
supporting documentation is filed in 
Accounting and the Senior Deputy 
Comptroller receives a copy of a 

Our examination indicated that the 
Authority’s policies and procedures are 
being followed.  However, the Authority 
manually drafted checks to provide an 
independent verification that checks 
issued agree with supporting 
documentation and that the payment has 
been properly authorized. 
 
See “Results of Examination issue #5” 
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QUESTION 

  
AUTHORITY ACTIVITIES 

 
COMPTROLLER’S 

 COMMENT 
batch listing of checks. For manual 
checks, the same individual writes 
and posts the check to accounting 
records and then takes the check to 
Treasury for signature.  
 

 
Payroll: 

  

 
 

 

Do the Authority’s internal 
controls provide assurance 
that employee time and 
attendance records are 
accurate and that leave time is 
accounted for and recorded 
properly? 

Bus drivers sign off on their runs 
daily. Dispatchers verify the runs for 
each driver and note any exceptions. 
Maintenance workers and 
supervisors use a swipe card system 
to record start and end times and 
foremen maintain records of leave 
use and overtime.  Management and 
administrative staff prepare time 
sheets with leave usage that are 
approved by their department head.  
Leave accrual records for drivers, 
maintenance and supervisory staff 
are maintained by Payroll.  

Our examination indicated that the 
Authority’s policies and procedures are 
generally followed. However, Division 
Superintendents do not document their 
review and approval of driver work hours 
and leave use on the Payroll Summary 
Sheets.  
 
See “Results of Examination issue # 6” 

 

 

Do the Authority’s internal 
controls provide assurance 
that payroll changes (e.g., 
additions, deletions, and 
overtime) are processed 
accurately and timely? 

Appointment forms are authorized by 
the department head, Human 
Resources and the Executive 
Director.  Payroll uses the form to 
add an employee to the payroll 
system.  Status changes and 
terminations are authorized by 
department heads and Human 
Resources.  Payroll sends a monthly 
report of all payroll changes 
processed to the Human Resources 
Office.   Overtime is approved by the 
employees’ supervisor and the reason 
for the overtime is documented.  
 
 

Our tests of payroll transactions showed 
the Authority complied with procedures 
for additions, deletions and overtime.       
 
To improve controls over bus operator 
safety, the Authority should monitor 
compliance with Section 211 of the New 
York State Transportation Law which 
prohibits drivers from being on duty for 
over 75 hours in seven consecutive days. 
We sampled all 14 bus operators that 
incurred at least 1,000 hours of overtime 
during the year ended March 2004.  We 
found 28 instances where drivers 
exceeded the 75 hour rule.  
 
See “Results of Examination issue # 7” 

 
Procurement and Contracting: 

  

 
 

 

Do the Authority’s internal 
controls provide assurance 
that purchases are authorized, 
received, and recorded 
properly? 

The Board has adopted policies and 
procedures that require authorization 
for purchases at all levels.  All 
contracts and purchase orders for 
capital items are approved by the 
Executive Director.  Purchase orders 
for maintenance, repair, and 
operating expenses are approved by 
the Deputy Executive Director for 
Operations. 
 
Storeroom staff receive and sign for 

To improve internal controls over the 
procurement of goods and services, the 
Authority should verify that progress 
payments on contracts are supported as 
required by the contracts. 
 
We found that for two projects performed 
under a term engineering contract, 
required documents were not on file 
including a Scope of Work letter 
indicating the payment amount, a Notice 
to Proceed authorizing the engineering 

TABLE 1 (Cont’d) 
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QUESTION 

  
AUTHORITY ACTIVITIES 

 
COMPTROLLER’S 

 COMMENT 
deliveries and record quantities of 
items received on the Receiving 
Copy of the Purchase Order. For 
personal services, project managers 
are responsible for verifying that the 
work was performed and signing off 
on the payment request. Accounting 
Unit staff process the payments.  

firm to do the work, and a purchase order 
to control the amount spent on the project.  
Also, hourly rates were paid that were not 
supported by the contract.  An additional 
contract was not approved by the Board 
as required.  
 
See “Results of Examination issue # 8” 

 
 

 

Do the Authority’s internal 
controls provide assurance 
that purchases are reasonable 
and necessary and made in an 
economical and efficient 
manner? 

The Authority has established dollar 
level thresholds for requiring 
obtaining quotes, competitive bids 
and proposals, and for buying goods 
and services from State contracts.  

Our test showed general compliance with 
the Authority’s procedures related to 
procurement activity.  However, Board 
approval was not obtained authorizing the 
use of the sole source method for one 
procurement.  
 
See “Results of Examination issue # 9” 

 
Equipment and Asset Management: 

  

 

 

Do the Authority’s internal 
controls provide assurance 
that equipment acquisitions 
and dispositions are 
authorized and recorded 
properly, and that a 
comprehensive inventory of 
equipment is maintained? 

The Authority maintains equipment 
inventory records and conducts a 
complete physical inventory of bus 
parts annually, and completes a 
physical inventory of equipment and 
buses every two years on a rotating 
basis.  
   

To improve controls over equipment and 
asset management, the Authority should 
compare its physical inventory results of 
its furniture and equipment to inventory 
records to determine if all items are 
accounted for and if items are inventoried. 
Information Technology Department 
equipment should be inventoried by an 
independent employee to reduce the risk 
of theft.  
 
The Authority should continue re-training 
staff on proper use of its parts inventory 
system and monitor the accuracy of the 
parts inventory data.   
  
See “Results of Examination issue # 10” 

 

 

Do the Authority’s internal 
controls provide assurance 
that equipment is secured 
properly and used as 
intended? 

The Authority has policies 
prohibiting the personal use of 
equipment, and maintains usage logs 
for seven of the nine non-revenue 
vehicles.  Four of the nine vehicles 
are assigned to specific employees. 
The Authority also blocks access to 
various internet sites.  

To improve internal controls over 
equipment security and use, the Authority 
should monitor vehicle logs to ensure 
usage is documented and appropriate, 
monitor internet use, and require 
employees to obtain prior approval before 
installing software onto their computers.  
We judgmentally selected seven 
equipment items to locate and accounted 
for all items. 
 
See “Results of Examination issue # 11” 

TABLE I (Cont’d) 
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QUESTION 
  

AUTHORITY ACTIVITIES 
COMPTROLLER’S 

COMMENT 
 
Budgeting and Expenditure Control: 

  

 
 

 

Do the Authority’s internal 
controls provide assurance 
that the Authority’s annual 
budget is prepared accurately 
and timely? 
 

Annually, the chief financial officer 
sends reports to each department 
head showing the current year’s 
budget and the estimated revenues 
and expenses for the year. 
Department heads add next year’s 
estimated budget amounts including 
justifications for changes. The chief 
executive officer and chief financial 
officer negotiate with the department 
heads until a balance budget is 
achieved. Estimated revenues and 
expenses are based on historical 
costs and revenues, current needs, 
and known changes such as rising 
fuel costs. The chief financial officer 
submits the proposed budget to the 
Authority’s Planning and Resource 
Development Committee for review. 
The proposed budget goes to the full 
Board for approval.     

Our examination indicated that the 
Authority’s annual budget is prepared 
timely and with consideration of prior 
years’ actual results and expectations for 
the upcoming year.  However, the 
Authority needs to document it’s policies 
and procedures related to budgeting 
practices.  
 
See “Results of Examination issue #12” 

 
 

 

Do the Authority’s internal 
controls provide assurance 
that actual operating results 
are monitored against 
budgeted estimates and that 
appropriate revisions to 
current and future budgets are 
made as warranted by these 
operating results?  

On a monthly basis the chief 
financial officer prepares Monthly 
Management Reports that compare 
current actual expenses and revenues 
to the approved budget and also 
includes year-end projections to 
monitor budget performance.  The 
reports are provided to department 
heads and the Board.  The Board 
must approve any increase to the 
approved budget and any adjustment 
between budget line items that 
exceed $25,000.  

The Authority monitors actual operating 
results against the approved budget and 
appropriate revisions are made as needed.  
However, the Authority’s internal 
controls could be improved by developing 
written policies and procedures related to 
its expenditure control practices.  
 
See “Results of Examination issue # 12” 

 
Accounting and Information Systems: 

 

 

 

Do the Authority’s accounting 
and information systems 
provide assurance that 
management has access to 
timely, accurate and relevant 
information? 

The Authority uses software 
packages for its various 
accounting, payroll, maintenance, 
and scheduling functions. These 
systems enable the Authority to 
have timely, accurate and relevant 
accounting information.   

Our examination indicated that the 
Authority is following its policies and 
procedures.  

 

 

Do the Authority’s internal 
controls provide assurance that 
the accounting and information 
systems are secure and that the 
information is recoverable in 
case of system failure? 

We assessed the Authority’s 
controls over its computer security 
and disaster readiness. 
 

The details of our observations are not 
included here due to the sensitivity of the 
information and the potential risk 
associated with release of such 
information. 
 
See “Results of Examination issue # 13” 
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