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AUDIT OBJECTIVE 
 
Our objective was to determine whether 
Empire State College (ESC) has established 
effective systems of internal control over the 
following financial management functions: 
payroll, revenue and collection activities, 
contracting and procurement, cash and 
investments, equipment and asset 
management, budgeting and expenditure 
control, accounting and information systems, 
and risk assessment.  
 

AUDIT RESULTS - SUMMARY 
 
We found that, generally, ESC has established 
policies and procedures that provide for an 
adequate level of internal control over its 
basic financial operations.  However, certain 
improvements are needed in ESC’s controls 
over revenue collection activities, payroll 
processing, and equipment and asset 
management.   
 
For example, we found that ESC’s total 
accounts receivable balance for unpaid tuition 
and student fees of $3,000 or more ($359,783) 
was overstated by $148,508 due to erroneous 
data entries.  We also determined that an 
additional $50,056 could be written off as 
uncollectible because of the age of the 
receivable and the lack of any current 
collection efforts.  We recommend that ESC 
periodically review its accounts receivable 
records to ensure that they are accurate and 
establish a policy for writing off delinquent 
accounts not likely to be collected.   
 

We also found that ESC often failed to update 
its payroll register on time when employees 
were hired or terminated.  As a result, new 
employees often had to wait for their initial 
paychecks and terminated employees 
sometimes received paychecks they were not 
entitled to.  During the State fiscal year ended 
March 31, 2005, 24 percent of the payroll 
additions and 21 percent of the payroll 
removals were not processed in a timely 
manner.  In addition, 19 paychecks totaling 
$9,833 were inappropriately issued to 
terminated employees, and only $5,467 of this 
amount had been recovered by ESC.  We 
recommend certain actions be taken by ESC 
to prevent delays in the processing of payroll 
additions and removals.  We also found 
improvements were needed in ESC’s controls 
over its fleet of five vehicles, its supply of 
train tickets, and its verification of part-time 
faculty’s qualifications.   
 
Our report contains nine recommendations to 
improve ESC’s controls over certain financial 
management practices.  SUNY and ESC 
officials agreed with our recommendations 
and indicated planned actions to implement 
them. 
 
This report, dated August 1, 2006, is available 
on our website at:  http://www.osc.state.ny.us. 
Add or update your mailing list address by 
contacting us at: (518) 474-3271 or 
Office of the State Comptroller 
Division of State Services 
State Audit Bureau 
110 State Street, 11th Floor 
Albany, NY 12236 
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BACKGROUND 
 
ESC is one of 13 university colleges within 
the State University of New York (SUNY).  
ESC was founded in 1971 to offer 
nontraditional methods of taking college 
courses and obtaining college degrees.  ESC’s 
mission is to enable motivated adults, 
regardless of their life circumstances or their 
distance from a college, to design a rigorous, 
individualized academic program and earn a 
college degree.  ESC operates out of 35 
locations across New York State.  These 
locations include a central administrative 
office in Saratoga Springs and seven regional 
centers.  There are also several satellite 
offices in each region.   
 
ESC offers 5 undergraduate degrees in 11 
areas of study and graduate degrees in 6 areas 
of study.  ESC’s faculty members work 
individually with students, serving as 
mentors, and guide the students as they 
pursue their degrees.  Students may earn 
credits through guided independent study, 
small group seminars, online courses, 
internships and cross-registered courses 
(traditional courses provided by other 
colleges).  About 16,000 students a year are 
enrolled at ESC, 75 percent of whom are full-
time students.  
 
ESC’s financial operations are for the most 
part centralized at the administrative office in 
Saratoga Springs.  For example, this office 
approves and processes expenditures, 
performs risk assessments, approves 
procurement and contracting activities, 
approves equipment purchases, processes 
payroll transactions, oversees personnel 
transactions, and collects revenues.   
 
In addition, some financial operations are 
decentralized at the regional centers, as the 
dean of each regional center oversees the day-
to-day financial activities in each region.  For 

example, the deans are responsible for 
managing revenue allocations, supervising 
and monitoring faculty and staff, approving 
and overseeing personnel transactions, 
approving and overseeing procurement 
activities, and implementing appropriate 
systems of internal control for all these 
activities.   
 
During the fiscal year ended June 30, 2005, 
ESC received $54.4 million in revenue from 
State appropriations (which include student 
tuition and fees) and income fund 
reimbursement accounts (these accounts 
relate to self-funding activities such as 
bookstores).  During that year, total 
expenditures from State appropriations and 
income fund reimbursement accounts totaled 
$48.9 million.  ESC also receives revenue 
from the not-for-profit ESC Foundation, 
which solicits donations, and the Research 
Foundation of the State University of New 
York.  

 
AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Revenue Collection Activities 

 
ESC collects tuition and related fees from 
students and third parties (private companies) 
paying on behalf of students.  Any 
uncollected amounts owed to ESC are 
classified as accounts receivable.  ESC 
maintains records summarizing its total 
accounts receivable.  The records stratify the 
accounts by dollar amount and age.  
 
According to these records, as of December 
31, 2005, accounts receivable of $3,000 or 
more that had been outstanding for over one 
year totaled $359,783.  However, when we 
reviewed the individual student accounts that 
made up this total, we found some of these 
individual accounts were erroneous, as the 
individuals named in the accounts did not 
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actually owe any tuition or student fees to 
ESC.  These erroneous accounts totaled 
$148,508.  Thus, accounts receivable of 
$3,000 or more that had been outstanding for 
over one year actually totaled $211,275.  We 
determined the erroneous accounts were 
created through data entry errors.  ESC does 
not periodically review the summary accounts 
receivable records to ensure they are accurate.  
We recommend such reviews be performed.   
 
We also determined that $50,056 of this 
$211,275 in accounts receivable (24 percent) 
had been outstanding for four years or more 
and no further efforts were being made to 
collect the accounts.  However, ESC had not 
written off the accounts as uncollectible and 
had no plans to do so.   
 
ESC officials told us that, generally, they 
write off accounts as uncollectible only when 
the account holder is deceased, has filed 
bankruptcy or has extenuating medical 
circumstances, or ESC receives a judgment 
letter from the Office of the State Attorney 
General (AG) stating that the debt is 
considered by law to be satisfied because 
twenty years have passed since it was 
incurred.  ESC officials noted they are not 
required to write off accounts as uncollectible 
by SUNY’s Procedures for the Collection of 
Delinquent Accounts.  According to these 
Procedures, delinquent accounts under $100 
may be written off at the college’s discretion, 
while delinquent accounts over $100 that 
have been outstanding for more than 150 days 
must be referred to the AG or a collection 
agency.  The accounts referred to the AG may 
be written off if the AG directs the college to 
do so, but such accounts do not have to be 
written off.   
 
ESC refers accounts to the AG, but when 
these accounts cannot be collected, the AG 
does not direct ESC to write off the accounts 
as uncollectible.  Rather, the AG sends a letter 

to ESC stating the accounts can either be kept 
open or written off at ESC’s discretion, and 
ESC chooses to keep the accounts open.   
 
We acknowledge ESC is not required to write 
off accounts as uncollectible at any point in 
time.  However, we also note that ESC is not 
prohibited from doing so.  If accounts that are 
not likely to be collected are not written off as 
uncollectible, the accounts receivable balance 
will be overstated and unnecessary account 
records will be maintained.  In addition, if the 
allowance for doubtful accounts is not large 
enough, expenses will be understated.  We 
recommend ESC establish a policy for writing 
off accounts that are not likely to be collected.   
 
In response to our preliminary findings, ESC 
officials agreed to write off delinquent 
accounts under $100 after a period of time.  
However, the officials intend to keep larger 
accounts open for possible collection.  We 
question the prudence of this course of action 
and note that it is contrary to generally 
accepted accounting principles.   
 
If uncollectible accounts are to be kept to a 
minimum, collection efforts should be 
initiated as soon as accounts become 
delinquent.  However, in our review of 
accounts receivable of $3,000 or more that 
had been outstanding for over one year, we 
identified an instance in which collection 
efforts were not initiated for more than five 
years.  The tuition and fees (totaling $3,797) 
were due in January 2000, but ESC did not 
attempt to collect the payment until the Fall of 
2005.  We recommend that accounts 
receivable records be periodically reviewed to 
ensure that collection efforts are initiated 
promptly.  In response to our preliminary 
findings, ESC agreed to perform such 
reviews.   
 
In a third-party registration, a third party 
(usually a private company) pays the 
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student’s tuition and related fees.  According 
to ESC’s guidelines, such registrations should 
not be processed unless a letter of credit has 
been received from the third party.  This letter 
certifies the third party will pay the student’s 
tuition and related fees for certain authorized 
courses.   
 
However, we found some third-party 
registrations were processed without a letter 
of credit, and as a result, the company refused 
to pay the tuition and related fees for the 
students.  We identified six such registrations, 
all made through the same corporate program.  
The registrations were made between 2002 
and 2004, and the tuition and fees related to 
the registrations totaled $24,450.   
 
ESC is pursuing payment on these accounts.  
In two of the six accounts, it is attempting to 
collect payment from the students; in the 
other four accounts, it is attempting to collect 
from the company and has yet to bill the 
students.  We recommend ESC also bill the 
four students for these accounts.   
 
According to ESC officials, the six students 
were allowed to register without a letter of 
credit because there was an assumption the 
letters would be provided at a later date.  
However, the letters were never provided.  
The officials stated the policy of requiring a 
letter of credit up front is now being strictly 
enforced.   
 

Recommendations 
 
1. Periodically review individuals and 

summary accounts receivable records to 
ensure that the summary records are 
accurate and collection efforts are initiated 
promptly on individual accounts.  

 
2. Establish a policy for writing off as 

uncollectible delinquent accounts not 

likely to be collected, and comply with 
that policy.   

 
3. Bill the four students who have yet to be 

billed for the unpaid third-party 
registrations.   

 
4. Reinforce the existing requirement 

concerning letters of credit for third-party 
registrations and develop additional 
safeguards to ensure such letters are 
provided before the registrations are 
processed. 

 
Payroll 

 
We found that ESC’s policies and procedures 
provide for an adequate level of internal 
control over the supervision of staff.  
However, improvements are needed in ESC’s 
controls over certain types of payroll 
transactions: additions to and removals from 
the payroll.  Because terminated and retiring 
employees are not always removed from the 
payroll promptly, paychecks are sometimes 
inappropriately issued to these individuals and 
the payments cannot always be recovered.  
Because new employees are not always added 
to the payroll on time, payments to these 
employees may be delayed.  We further 
determined the qualifications of part-time 
mentors and adjunct faculty may not be 
verified by the regional centers, because such 
verification is not required by ESC.   
 

Supervision of Staff 
 
Most personnel records, time accrual records, 
and records of employee pay rates are 
maintained by the central administrative 
office in Saratoga Springs.  The central office 
audits employees’ time sheets and provides 
supervisors with employees’ time accrual 
reports on a monthly basis so that the 
supervisors can ensure time records are 
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accurate.  The time sheets are also signed and 
approved by the employees’ supervisors.  
 
Employees are formally evaluated by their 
supervisors, and faculty are formally 
evaluated by their supervisors and students.  
Faculty can also be monitored informally, as 
they can be observed holding meetings with 
students in their offices and must be reachable 
at home during their scheduled work hours.  
Full-time faculty must also maintain a course 
load of 840 credits throughout the year and 
must maintain a 37.5-hour weekly work 
schedule.  Time-off requests have to be 
approved by the appropriate dean.  We 
conclude that, generally, ESC has established 
policies and procedures that provide for an 
adequate level of internal control over the 
supervision of staff. 
 

Payroll Additions and Removals 
 
Paychecks for ESC’s employees are produced 
by the State’s centralized payroll system.  To 
add an employee to, or remove an employee 
from, ESC’s payroll register, the Office of 
Human Resources submits the appropriate 
payroll documents to the centralized payroll 
system.  If the documents are not submitted 
by their due dates, paychecks for new 
employees will not be produced on time and 
paychecks for terminated employees will not 
be stopped on time.  In such instances, new 
employees will have to wait before being paid 
for time they have worked, and terminated 
employees will be paid for time they did not 
work.  If the Office of Human Resources is to 
be able to submit the appropriate payroll 
documents on time, it must be notified 
promptly when employees are hired and 
terminated.   
 
To determine whether additions to and 
removals from ESC’s payroll register were 
processed in a timely manner, we reviewed all 
the additions and removals for the year ended 

March 31, 2005.  A total of 560 additions 
were made to the payroll register during that 
year.  We found 136 of these 560 additions 
(24 percent) were not processed in a timely 
manner, and as a result, the employees were 
paid late.  The late payments totaled $94,210.   
 
We also determined that 21 of the 99 
removals from the payroll register during this 
one-year period were not processed in a 
timely manner.  In 19 of these 21 instances, a 
paycheck was inappropriately issued to the 
employee.  These 19 paychecks totaled 
$9,833.  As of December 31, 2005, ESC had 
recovered only $5,467 of this amount, leaving 
$4,366 unrecovered.   
 
We identified several reasons additions and 
removals may not be processed in a timely 
manner.  Most of the late additions were part-
time tutors, mentors and adjunct faculty, 
whose pay rates are determined by the size of 
their classes.  ESC officials explained that, 
usually, these employees are not added to the 
payroll register at the beginning of the 
semester.  Instead, ESC waits until the end of 
the student add/drop period, when class sizes 
have stabilized, before adding these 
employees to the payroll register.  The 
officials stated that this approach prevents the 
need for repeated adjustments in the 
employees’ pay rates and ensures the pay 
rates are accurate.   
 
Other late additions are caused by processing 
delays, especially at the regional centers.  For 
example, if a dean is out of the office for an 
extended period of time, the authorization for 
a new employee is not signed until the dean 
returns.  The officials also noted that some 
employees, for various reasons, are frequently 
added to and removed from the payroll, and 
because there are so many transactions for 
these employees, some are inevitably delayed.   
ESC officials stated that, in general, 
employees are removed from the payroll 
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register late because the Office of Human 
Resources does not always receive prompt 
notification from the regional centers when 
employees resign unexpectedly.   
 
In response to our preliminary audit findings, 
ESC officials stated they plan to provide 
training for deans and staff on the need to 
submit the appropriate documentation 
promptly to the Office of Human Resources 
when employees must be added to or removed 
from the payroll register.  The officials also 
stated they would continue to monitor the 
timeliness of these activities and continue to 
promote policies and procedures conducive to 
such timeliness.   
 

Verification of Part-Time Faculty 
Qualifications 

 
According to ESC officials, full-time faculty 
is usually hired through a national search 
process, while part-time faculty is usually 
hired locally and tend to be academic 
colleagues from neighboring institutions.  
Part-time faculty is hired to perform specific 
jobs described in specific students’ learning 
contracts.  Such faculty is hired on the basis 
of a curriculum vitae review and an interview.   
 
Adjunct candidates must possess at least a 
Master’s degree (or terminal degree if a 
Master’s degree is not applicable) in the 
applicable field in order to be considered for 
hire.  For accounting positions, the candidate 
must also be a licensed Certified Public 
Accountant.  For finance positions, the 
candidate must have work experience in 
financial management.  Adjuncts or mentors 
who possess a specialized skill with 
demonstrated competency are hired based on 
their expertise and experience.  
 
When a candidate is hired, the individual’s 
resume or curriculum vitae is to be submitted 
to the central administrative office in Saratoga 

Springs.  Central office officials told us they 
process these documents, but do not require 
any other information to be submitted to 
verify the credentials are accurate.  They 
stated the regional dean would be responsible 
for the verification of a candidate’s 
credentials.  However, ESC has no formal 
policy requiring that the credentials of part-
time faculty be verified, and no guidelines 
describing how the credentials should be 
verified.   
 
To determine how the credentials of part-time 
faculty are verified at the regional centers, we 
interviewed some of the deans at these 
centers.  We found there were inconsistencies 
in their verification processes.  For example, 
one dean only verified the credentials of full-
time candidates, and only verified their 
terminal degree.  Another dean performed 
limited verification for part-time faculty, as 
this dean contacted the named references for 
selected candidates only.   
 
We conclude that, in the absence of a formal 
policy requiring the credentials of part-time 
faculty be verified, there is no assurance the 
credentials are being verified in an adequate 
manner at all regional centers.  If the 
credentials are not being verified in an 
adequate manner, there is an increased risk 
unqualified faculty will be hired.  In response 
to our preliminary audit findings, ESC 
officials agreed to develop a formal policy 
and appropriate guidelines for the verification 
of part-time faculty’s credentials. 

 
Recommendations 

 
5. Develop new policies and procedures for 

preventing delays in the processing of 
payroll additions and removals, monitor 
the timeliness of these transactions, and 
take corrective action when these 
transactions are not processed in a timely 
manner.   
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6. Provide training for deans and staff on the 
need to submit the appropriate 
documentation promptly to the Office of 
Human Resources when employees must 
be added to or removed from the payroll 
register.   

 
7. Develop a formal policy requiring the 

credentials of part-time faculty be 
verified, and develop guidelines for the 
verification process.   

 
Equipment and Asset Management 

 
We found ESC’s policies and procedures 
provide for an adequate level of internal 
control over most of its equipment and other 
assets.  However, improvements were needed 
in ESC’s controls over its fleet of five 
vehicles and its supply of train tickets.  
Specifically, ESC had not developed a written 
fleet management policy as required by the 
State Division of the Budget, and did not fully 
account for the use of its train tickets.   
 

Equipment and Inventory Controls 
 
When new assets are acquired, the items are 
entered onto the Property Control System at 
ESC and asset tags are affixed to certain 
items.  If an item of equipment is deemed to 
be outdated, damaged or surplus, the item is 
disposed of.  Equipment considered outdated 
or surplus must first be given to SUNY 
System Administration.  If SUNY System 
Administration can find no use for the item, it 
is given to the Office of General Services.   
 
ESC’s central administrative office maintains 
the Property Control System.  All additions to 
and removals from this system are handled 
centrally.  Biennially, a physical inventory is 
performed at each of ESC’s locations.   
 
According to SUNY policies and procedures, 
all inventory and equipment items with a 

dollar value of $1,500 or greater must be 
affixed with an asset tag and number.  In 
addition to tagging items of $1,500 or greater, 
ESC also tags items below this dollar 
threshold if the items are believed to be at risk 
of being stolen.  The head of ESC’s 
Technology Services Unit must approve the 
purchase of all computer-related equipment.  
We conclude that, with the exception of 
ESC’s fleet of five vehicles and its supply of 
train tickets (which are discussed in the 
following sections of this report), ESC has 
established policies and procedures that 
provide for an adequate level of internal 
control over its equipment and other assets.   
 

Fleet Management 
 
ESC maintains a fleet of five vehicles.  One 
of the vehicles is assigned to the President of 
the College for both business and personal 
use, while the other four vehicles are assigned 
to the central administrative office for 
business use.  One of these vehicles is used by 
ESC employees for business travel, another is 
used for mail pick-up and delivery, and the 
remaining two are used by maintenance staff.   
 
If a State agency has a fleet of vehicles, it is 
required by the New York State Division of 
the Budget (Budget and Policy Reporting 
Manual D-750) to develop a comprehensive 
fleet management policy addressing such 
matters as allowable uses for the vehicles, 
eligible drivers, maintenance practices, 
inappropriate driving practices, vehicle 
assignment, risk management, and fraud 
prevention.  However, we found that ESC had 
not developed such a policy.  As a result, 
there was an increased risk its vehicles could 
be used for inappropriate purposes.   
 
To determine whether the mileage on ESC’s 
vehicles was consistent with the vehicles 
intended uses, we read the vehicles’ 
odometers.  We found that, given the 
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vehicles’ ages and intended uses, the mileage 
appeared to be reasonable.   
 
To help ensure that the vehicles are not used 
inappropriately, we recommend ESC develop 
a comprehensive fleet management policy and 
distribute the policy to the appropriate 
employees.  ESC officials agreed with this 
recommendation, and subsequent to our audit 
field work, developed and implemented such 
a policy.  The policy took effect March 17, 
2006.   
 

Accounting for the Use of Train Tickets 
 
ESC’s employees are frequently required to 
travel for business purposes.  In many 
instances, the travel is between Albany and 
New York City.  To accommodate this travel, 
ESC regularly purchases round-trip train 
tickets in bulk lots.  According to ESC 
records, between July 1, 2004, and December 
31, 2005, ESC purchased 165 such train 
tickets at a cost of $13,620.   
 
To determine whether these tickets were 
adequately protected against loss and misuse, 
we examined the controls established by ESC 
over the train tickets.  We found some of 
these controls adequate, but improvements 
were needed in other controls.  For example, 
the tickets are adequately secured, as they are 
either stored in the business office safe or 
kept at the desk of the clerk who is 
responsible for issuing them to travelers.   
 
However, the tickets are not adequately 
accounted for after they are purchased, as 
newly purchased tickets are not recorded in an 
inventory log.  Rather, the tickets are recorded 
when they are issued to a traveler.  At that 
point, the ticket number is recorded in a log, 
as is the traveler’s name, the travel date, the 
date of issuance, and the name of the person 
issuing the ticket.  However, if a ticket were 
lost or stolen before it could be issued, the 

loss or theft could not readily be detected.  
The ticket would not be missed because there 
is no record showing the ticket was ever at 
ESC.  We therefore recommend that bulk 
train tickets be recorded in the log when they 
are purchased.   
 
We also determined there is no process for 
verifying the issued train tickets are in fact 
used for business purposes.  Since the 
travelers are not required to submit their ticket 
stubs to the business office after the tickets 
are used, there is no way to perform such a 
verification.  We recommend travelers be 
required to submit their ticket stubs to the 
business office, and the stubs be reconciled to 
the log of tickets issued.  
 
In addition, to ensure these changes are 
effective, we recommend the relevant sections 
of ESC’s Fiscal Budgetary Procedures 
Manual be modified accordingly and 
distributed to the appropriate employees.  
ESC officials agreed with our 
recommendations.   
 

Recommendations 
 
8. Distribute the appropriate sections of the 

new fleet management policy to the 
appropriate employees.   

 
9. Record bulk train tickets in the ticket log 

when they are purchased.  Require 
travelers to either attach their ticket stubs 
to their travel vouchers or remit the stubs 
to the business office.  Periodically 
reconcile used ticket stubs and unused 
tickets against the ticket log and employee 
travel records.  Revise the Fiscal 
Budgetary Procedures Manual to reflect 
these new procedures and distribute the 
revised procedures to all affected 
employees.   
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Other Financial Management Functions 
 
We also examined ESC’s internal controls 
over its contracting and procurement 
activities, cash and investments, budgeting 
and expenditures, accounting and information 
systems, and risk assessment practices.  We 
conclude that, generally, ESC has established 
policies and procedures that provide for an 
adequate level of internal control over these 
financial management functions.  Following 
are examples of these policies and procedures.  
 
ESC uses four different methods when 
purchasing goods and services: formal 
contracts, purchase orders, individual 
employee travel cards and individual 
employee procurement cards.  Generally, a 
purchase requisition should be approved by 
the appropriate personnel before a purchase is 
made.  Purchases are made from various 
accounts (including income fund 
reimbursement accounts), and each account is 
controlled by certain designated personnel.  
Ordered goods may be received at the central 
office, the regional centers or the satellite 
offices.  After the purchase is received, a 
signed receiving form verifying the receipt 
should be sent to the central office for 
approval and payment.  Each regional center 
is allocated a yearly budget and is allowed to 
make purchases within its budget.   
 
ESC has four bank accounts and no 
investments.  We reviewed the controls over 
the four accounts and concluded there was 
minimal risk associated with the accounts.  
Consequently, we performed no audit testing 
in this area.   
 
ESC’s college-wide annual budget is based on 
the anticipated State appropriations and 
income fund reimbursement account revenue 
for the upcoming year.  The needs of the 
regional centers are also taken into account, 
as each regional dean proposes a budget for 

that regional center.  These regional budget 
proposals are evaluated by senior ESC 
managers who develop an approved budget 
for each regional center.  In the budgeting 
process, the upcoming year’s expenditures are 
forecasted on the basis of the previous year’s 
expenditures, and the upcoming year’s 
revenues are projected on the basis of the 
previous year’s enrollment numbers, taking 
into consideration any projected growth or 
contraction.   
 
ESC has taken various steps to protect its 
accounting and information systems against 
harm and unauthorized access.  For example, 
firewalls have been installed to provide 
protection against unauthorized access.  In 
addition, virtual private networks along with 
encryption are used to protect data 
transmissions.  Users are granted access to the 
systems on an as-needed basis.  The systems 
are backed up incrementally (only changes 
are backed up) on a nightly basis and fully 
every weekend.  ESC has implemented a 
disaster recovery plan that would enable all 
systems to be up and running in two weeks, 
and is working on a new disaster recovery 
plan that would provide for a more timely 
recovery period.  ESC officials hope to have 
the new disaster recovery plan implemented 
by the Summer of 2006.   
 
ESC has established a process for identifying 
and assessing financial management risks.  A 
listing of assessable units was identified along 
with the personnel responsible for each unit.  
An overall vulnerability rating was 
established for each unit as a result of an 
assessment survey.  After the vulnerability 
assessments were completed, the adequacy of 
the internal controls was assessed in each 
unit.  Formal training on risk assessment was 
presented to each of the deans and the deans 
are expected to talk about internal controls to 
the staff they oversee on an informal basis.  
New internal controls are to be put into place 
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to mitigate any control deficiencies that are 
identified.   
 
AUDIT SCOPE AND METHODOLOGY 

 
We audited ESC’s internal controls over 
selected financial management functions.  
Our audit covered the following two time 
periods: for the period April 1, 2004, through 
December 31, 2005, we audited ESC’s 
internal controls over contracting and payroll; 
for the period July 1, 2004, through December 
31, 2005, we audited ESC’s internal controls 
over revenue and collection activities, cash 
and investments, procurement, equipment and 
asset management, budgeting and expenditure 
control, accounting and information systems, 
and risk assessment.   
 
To accomplish our objective, we interviewed 
ESC managers and staff, reviewed ESC’s 
policies and procedures, and examined 
selected financial records.  In addition, we 
tested the validity of the inventory records by 
tracing selected equipment items to and from 
both the inventory records and purchase 
orders.  We conducted our performance audit 
in accordance with generally accepted 
government auditing standards. 
 
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 accounting system; 
preparing the State’s financial statements; and 
approving the State’s 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. 

 
AUTHORITY 

 
The audit was performed according to the 
State Comptroller’s authority under Article V, 
Section 1, of the State Constitution; and 
Article II, Section 8, of the State Finance 
Law. 
 

REPORTING REQUIREMENTS 
 
We provided a draft copy of this report to 
SUNY and ESC officials for their review and 
comment.  SUNY and ESC officials agreed 
with our recommendations and indicated 
actions planned or taken to implement them.  
A complete copy of their response is included 
as Appendix A. 
 
Within 90 days of the final release of this 
report, as required by Section 170 of the 
Executive Law, the Chancellor of the State 
University of New York shall report to the 
Governor, the State Comptroller, and the 
leaders of the Legislature and fiscal 
committees, advising what steps were taken to 
implement the recommendations contained 
herein, and where recommendations were not 
implemented, the reasons therefor.   
 

CONTRIBUTORS TO THE REPORT 
 
Major contributors to this report include Brian 
Mason, Arthur F. Smith, Brittany Hayes, 
Raymond Barnes, Heather Pratt and Dana 
Newhouse. 
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