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       Re:  Report 2005-Q-4 
 
Dear Mr. DeWitt: 
 

Pursuant to the New York State Governmental Accountability, Audit and Internal Control 
Act of 1987 (Act), as revised in 1999, the management of the New York State Office of Real 
Property Services (ORPS) 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 (Item B-350).  We have 
examined ORPS management’s certification of compliance for the year ended March 31, 2005, as 
well as controls over selected financial management practices to September 2, 2005, the end of 
fieldwork.  ORPS management is responsible for the certification.  Our responsibility is to express 
an opinion on the certification based on our examination. 
 
Background 
 

In 1958, the Real Property Tax Law (Law) was enacted.  The Law created a five-member 
State Board of Real Property Services (Board).  The Law also created the Office of Real Property 
Services, in the Executive Department, with an executive director who is responsible for effectuating 
the policies of the Board. 
 

ORPS is responsible for the general supervision of local tax administration in New York.  
ORPS plays a major role in developing the State’s property tax policy and helps local governments 
with property tax administration in accordance with constitutional provisions for the supervision, 
review, and equalization of local assessments for purposes of taxation.  ORPS is involved with all 
State-level responsibilities relating to real property tax, which is the largest revenue source for 
counties, towns, villages, school districts and other municipalities. 
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ORPS has about 400 employees. During the fiscal year ended March 31, 2005, its revenue 
and expenses were $32.3 million and $29.1 million, respectively. 
 
Examination Objective and Methodology 
 

The objective of our examination was to determine whether the ORPS 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 ORPS employees follow those 
policies and procedures. 
 

To accomplish our objective, we interviewed appropriate ORPS officials and reviewed 
applicable policies and procedures governing the following significant financial operations: 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 ORPS staff responsible for these financial operations and performed limited compliance 
testing to provide assurance that ORPS 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 
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 ORPS should either improve its system of internal controls or strengthen the 
adherence to existing policies and procedures.  ORPS officials indicated that they will work to 
address many of the deficiencies we identified.  (A summary table addressing specific questions 
related to each of ORPS’s basic financial operations is attached as Table I.) 
 
• ORPS needs to periodically verify that real property transfer fees collected by the counties and 

New York City on the State’s behalf are remitted to ORPS and that they are remitted timely.  
Real property transfer fees are ORPS’s primary revenue source. 
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• For the year ended March 31, 2005, ORPS collected $32.3 million.  We found that ORPS 

deposits these monies bi-weekly.  The New York State Accounting System User Procedures 
Manual (Manual) requires that all cash receipts be deposited promptly.  Deposits should be made 
daily, but under no circumstances should they be made less often than once a week.  ORPS 
officials stated that they do not have the staff or time to make daily deposits, but will consider 
weekly deposits. 

 
• An employee time record is a legal document that is the basis of salary payments and the accrual 

of leave credits and must contain a certification statement attesting to its accuracy by the 
employee as well as by the supervisor.  We selected a sample of timesheets from October to 
December 2004 for five randomly-selected ORPS employees and found that their timesheets did 
not contain the required certification statements.  The Director of Human Resources agreed that 
ORPS timesheets do not contain certification statements, but explained that the sign off by the 
employee and supervisor signifies their certification.  ORPS should revise its timesheet to 
include the certification statement. 

 
• The Manual requires agencies to establish procedures for processing and documenting 

resignations so that employees are removed from the payroll on a timely basis.  During the 
period April 1, 2004 through June 22, 2005, 14 ORPS employees left the payroll.  We selected a 
random sample of five former employees to determine whether their final work day, according to 
timekeeping records, agreed with their payment histories.  We found that one of the former 
employees had remained on the payroll 10 weeks after he stopped working and was paid $11,975 
for that time.  His final work day was April 21, 2004, but ORPS continued to pay him until July 
14, 2004.  ORPS staff subsequently identified the problem and the employee paid ORPS back in 
January 2005.  ORPS officials stated that the employee had not been removed from the payroll 
timely due to a shortage of Human Resources personnel.  They have since implemented 
procedures for reconciling the payroll register with employee timesheets. 

 
• The Manual requires that equipment control records be maintained for each item of equipment, 

including a dollar value for each item.  ORPS does not have a complete record of its equipment 
inventory and does not know its value.  In anticipation of the installation of a new inventory 
system, ORPS is currently verifying its equipment inventory. 

 
• Managers should ensure that specific reconstruction and recovery plans be developed for 

important accounting and information systems in the event of a disaster at their agencies.  
Because ORPS does not have a formal written disaster recovery plan that would ensure 
continuity in emergency situations, ORPS operations could be impaired during a disaster.  ORPS 
officials are in the process of finalizing such a plan. 

 
Major contributors to this examination were Cindi Frieder, Gene Brenenson, Charles 

Johnson, and Elaine Yu. 
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We welcome your comments in response to this examination.  We wish to express our 
appreciation to the management and staff of ORPS for the courtesies and cooperation extended to 
our auditors during this examination. 
 
       Very truly yours, 
 
 
 

Frank J. Houston 
Audit Director 

 
 
cc:  Robert Barnes, Division of the Budget 
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OFFICE OF REAL PROPERTY SERVICES 
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 ORPS 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 that 
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 ORPS records related to certain basic financial operations.  Our questions in each 
area, along with a summary of ORPS’s activities and our comments, are presented below. 
 
 

  
QUESTION 

 
ORPS ACTIVITIES 

COMPTROLLER’S 
COMMENT 

Revenue & Collections:   

 

 

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

Most ORPS revenue comes 
from real property transfer fees 
($28.4 million in the year ended 
March 31, 2005) that are 
collected by counties and New 
York City on the State’s behalf. 
ORPS relies on the localities to 
remit the proper amount.  ORPS 
does not bill for these revenues.
 
The Industrial and Utility Fund, 
with revenues totaling $2.9 
million in the year ended March 
31, 2005, consists of revenues 
related to assessments on 
railroads, public utilities, and 
gas and oil producers.  The 
Local Services Fund, with 
revenues totaling $1.1 million in 
the year ended March 31, 2005, 
includes amounts related to 

Regarding the Industrial and 
Utility and the Local Services 
Funds, ORPS has established 
appropriate internal controls over 
revenue to ensure that its billings 
are done timely and accurately and 
that revenue is recorded properly 
in the accounting records.  ORPS 
relies on the localities to remit the 
proper amount of real property 
transfer fees. 
 



TABLE I (Cont’d) 
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QUESTION 

 
ORPS ACTIVITIES 

COMPTROLLER’S 
COMMENT 

licensing fees and the use of 
ORPS computer systems. 
ORPS bills these entities 
annually. 
 
 

 

 

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

ORPS is adequately monitoring 
the timely collection of revenue 
related to the Industrial and 
Utility and the Local Services 
Funds.  ORPS uses aging 
reports to review outstanding 
account balances and sends 
follow-up letters requesting 
payment for balances 
outstanding for more than 90 
days.  Regional Office staff also 
assist in collection efforts. 
 
ORPS does not ensure that all 
real property transfer fees 
collected by the counties and 
New York City on the State’s 
behalf are remitted to ORPS and 
that they are remitted timely. 
ORPS does review the 
reasonableness of the amounts 
remitted based on historic 
trends. 
 

Our examination indicates that 
internal controls over receivables 
contribute to the timely collection 
of Industrial and Utility Fund, as 
well as Local Services Fund, 
revenues.  However, ORPS needs 
to implement better controls over 
real property transfer fees to ensure 
that all real property transfer fees 
collected by the counties and New 
York City on the State’s behalf are 
remitted to ORPS and that they are 
remitted timely. 
 

 
Cash & Investments: 

  

 
 

 

Do ORPS’s internal controls 
provide assurance that cash and 
investments are properly 
safeguarded, accounted for, and 
deposited into the appropriate 
accounts? 
 

ORPS’s internal controls 
provide assurance that cash 
receipts are properly 
safeguarded, accounted for, and 
deposited into the appropriate 
accounts.  ORPS’s Fiscal Office 
separates the responsibilities for 
the handling of cash receipts 
from recording activities.  All 
transactions are reviewed and 
approved by management.  

Our examination indicates that 
internal controls are operating as 
intended with the exception of the 
timely deposit of cash receipts. 
We found that cash receipts are not 
deposited timely; deposits are 
made every two weeks.  For 
example, on Friday, June 3, 2005, 
ORPS had almost $108,000 on 
hand.  This money had not been 
deposited by the following Friday. 
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QUESTION 

 
ORPS ACTIVITIES 

COMPTROLLER’S 
COMMENT 

ORPS has no investments. 
 

 Officials stated that they do not 
have the staff or time to make daily 
deposits, but will consider weekly 
deposits. 
 

 

 

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

ORPS has established internal 
controls that provide assurance 
that cash disbursements are 
properly authorized and 
recorded.  ORPS disbursements 
are reviewed and approved by 
either the Director of Financial 
Administration or the Associate 
Budget Analyst.  Separate staff 
members are responsible for 
authorizing and recording the 
payments in the accounting 
records. 
 

Our examination indicates that 
ORPS staff are following the 
prescribed procedures and that 
these internal controls are working 
as intended. 
 

 
Payroll: 

  

 

 

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

ORPS has established a 
computerized bi-weekly system 
for tracking employee time and 
attendance and charges to 
accruals.  Employees must 
either enter their time worked or 
a charge to their accrual 
balance. 
 

We tested the time sheets related to 
five randomly-selected employees, 
and found that none contained the 
employee's or supervisor's 
certification that the time sheets 
were accurate.  ORPS should 
ensure that time sheets include the 
certification statement. 
 

 

 
 
 

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

ORPS has established controls 
for assuring the accuracy of 
overtime and payroll changes. 
ORPS overtime costs are very 
low.  ORPS does not reconcile 
the payroll register with 
timesheets. 
 

We tested the records for one 
employee who incurred about 35 
percent ($4,071) of ORPS’s 
overtime costs during the year 
ended March 31, 2005.  We found 
that the amount of overtime paid 
agreed with the amount of 
compensatory overtime earned. 
We also tested five randomly-
selected new employees who were 
added to the payroll and found that 
the changes had been processed 
accurately and timely.  However, 
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QUESTION 

 
ORPS ACTIVITIES 

COMPTROLLER’S 
COMMENT 

in a randomly-selected sample of 
five employees who were 
terminated after April 1, 2004, we 
identified one employee who had 
remained on the payroll for five 
pay periods beyond his April 21, 
2004 final work day (an $11,975 
overpayment).  ORPS 
subsequently identified this error 
and recovered the overpayment in 
January 2005.  ORPS has since 
implemented procedures for 
reconciling the payroll register 
with timesheets. 
 

 
Procurement & Contracting: 

  

 

 

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

ORPS has written policies and 
procedures for procurement and 
contracting.  Staff are informed 
of the importance of having 
purchases authorized, received, 
and recorded properly.  ORPS 
has properly segregated the 
duties of requesting, 
authorizing, and recording 
purchases.  The Director of 
Financial Administration or 
Associate Budget Analyst 
approves all purchases. 
 

Our examination indicates that 
ORPS’s procurement policies 
provide assurance that purchases 
are authorized, received, and 
recorded properly.  Staff are 
following the policies and 
procedures and the internal 
controls are operating as intended.
 

 

 

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

ORPS follows State purchasing 
and contracting guidelines. 
These guidelines are provided to 
staff in a written format, as well 
as on the ORPS Intranet site. 
 

Our examination indicates that 
ORPS staff are following the 
procurement guidelines and that 
the internal controls are operating 
as intended. 
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QUESTION 

 
ORPS ACTIVITIES 

COMPTROLLER’S 
COMMENT 

 
Equipment & Asset Management: 

  

 

 

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

ORPS management approves 
equipment acquisitions and 
dispositions.  They have been 
using an equipment inventory 
software package for the past 20 
years.  ORPS officials said that 
they plan to install a new system 
for tracking inventory because 
the current system no longer 
meets their needs. 
 

Our examination indicated that 
ORPS staff followed their 
equipment policies and procedures 
for acquisitions, but did not for the 
proper removal, disposal, or 
destruction of items from their 
inventory records.  As a result, 
ORPS does not have an accurate 
equipment inventory list. 
 

 

 

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

All equipment must be entered 
in the ORPS inventory system 
and have an identifying decal 
number.  The location of the 
item is also recorded.  ORPS’s 
policies limit the personal use of 
its equipment by staff. 
 

Our examination indicates that 
ORPS staff are following the 
equipment policies and procedures 
and that the internal controls are 
working as intended. 
 

 
Budgeting & Expenditure Control: 

  

 

 

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

Management prepares its initial 
budget and the Division of 
Budget reviews it.  Once 
approved, the budget is enacted. 
Management monitors all 
expenditures against budgeted 
amounts monthly.  Reports are 
produced comparing actual 
revenue and costs to budgeted 
amounts. Revisions are made as 
necessary. 

Our examination indicates that the 
budget policies and procedures are 
being followed and the internal 
controls are operating as intended.
 

 

 

Do ORPS’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? 

ORPS’s Fiscal Unit monitors all 
expenditures and revenues 
against budgeted amounts and 
makes any necessary changes 
caused by unforeseen 
circumstances. 
 

Our examination indicates that 
ORPS staff are following the 
budgeting and expenditure control 
procedures and that these internal 
controls are operating as intended.
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QUESTION 

 
ORPS ACTIVITIES 

COMPTROLLER’S 
COMMENT 

 
Accounting & Information Systems: 

 

 

 

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

ORPS’s accounting and 
information systems provide 
assurance that management has 
access to timely, accurate, and 
relevant information. 
 

We found that accounting 
transactions are posted timely and 
that all necessary information is 
available for revenue and expense 
reports. 
 

 

 

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

ORPS has established controls 
assuring that the accounting and 
information systems it uses are 
secure and are accessible only 
through authorized user 
passwords.  Access restrictions 
based on required duties also 
exist, and the information 
system is protected by firewalls. 
All networks are backed up and 
these backups are stored off-site 
at ORPS regional offices.  The 
backed-up data is rotated 
between the Albany and 
regional offices. 
 

Our examination indicates that 
ORPS’s internal controls are 
operating as intended, with the 
exception of the absence of a 
written disaster recovery plan. 
ORPS officials stated they are in 
the process of finalizing the plan. 
 
 

 


