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Re: Report 99-F-43
Dear Mr. Carey:

Pursuant to the State Comptroller’s authority as set forth in Article X, Section 5 of the
State Constitution, we have reviewed the actions taken by officials of the Battery Park City
Authority (Authority) as of July 12, 1999 to implement the recommendations contained in our
audit report, Battery Park City Authority Is Not In Full Compliance With the Internal Control Act
of 1987 (Report 92-S-35).  Our report, which was issued August 7, 1992, examined the
Authority’s compliance with the Internal Control Act of 1987.

Background

In 1987, the State Legislature enacted the New York State Government Accountability,
Audit and Internal Control Act (Act) to promote accountability over State assets and help control
State operations.  The Act requires the heads of State agencies and covered authorities to establish
guidelines for a system of internal controls.  In addition, they must develop and maintain adequate
internal control systems.  Further, a program had to be developed for review of these systems.

Battery Park City Authority is a public benefit corporation created by Chapters 343 and
344 of the Laws of 1968 to develop the Battery Park City project area.  The site consists of
approximately 92 acres of landfill at the tip of lower Manhattan. 

Summary Conclusions

Our prior audit found that although the Authority had taken some steps to address each of
the requirements of the Internal Control Act of 1987 (Act), those steps were not sufficient to fully
comply with the Act’s provisions.  The Authority had not formalized written procedures for all
significant areas, periodically reviewed the internal controls to ensure that established controls are
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in place or provided an internal audit function that meets the requirements of the Act.  Further,
the Authority could not document that all staff had been trained regarding the importance and
benefits of an effective internal control system.

In our follow-up review, we found that the Authority implemented two of the five prior
audit recommendations and partially implemented a third recommendation.  Authority officials
have developed a policy and procedures manual to help ensure that staff understand management’s
objectives.  Authority officials also hired a Vice President of Internal Audit, who reports to the
Authority’s Board of Directors.  In addition, the Authority has partially implemented our
recommendation describing the need for internal audit coverage to ensure that staff functions
achieve the Authority’s policy objectives.  While Authority officials stated their belief that they
have implemented the other two recommendations by alternative means, we believe that additional
actions must be taken to achieve compliance and to provide the necessary controls. 

Summary of Status of Prior Audit Recommendations

Of five prior recommendations, the Authority implemented two recommendations, partially
implemented one recommendation and did not implement two recommendations.

Follow-up Observations

Recommendation 1

Complete development of a comprehensive policy and procedures manual.

Status - Implemented

Agency Action - The Authority issued a policy and procedures manual in March 1993.

Recommendation 2

Begin a program of internal control review. 

Status - Not Implemented

Agency Action - Authority officials indicate that each department has conducted internal control
reviews of its operations.  They further indicate that the Internal Audit department has an
annual audit plan and the Vice President of Internal Audit is a member of the Investment
and Contract Selection committees.  However, the Authority cannot document that it has
in place a program to determine, on a periodic basis, whether appropriate control
procedures have been established to identify and correct deficient practices.



-3-

Recommendation 3

Train all employees to ensure that they achieve an adequate awareness and understanding of
internal control.

Status - Not Implemented

Agency Action - In April 1999, the Authority hired an Internal Control Officer, but Authority
officials could not provide documentation that all employees had been trained in awareness
and understanding of internal control.

Recommendation 4

Ensure that the Director of Internal Audit reports to the Board of Directors and that the Board of
Directors actively oversees internal audit activities.
 
Status - Implemented

Agency Action - The Authority hired a Vice President of Internal Audit who reports to the Board
of Directors.  The Board approved the 1998-99 audit plan submitted by the Vice President
of Internal Audit. 

Recommendation 5

Provide the internal audit coverage necessary to ensure that staff functions achieve BPCA’s policy
objectives.

Status - Partially Implemented

Agency Action - The Vice President of Internal Audit informed us that he focuses his audit efforts
on outside contractors.  From June 1993 through June 1999, the Internal Audit
department, which consists of the Vice President of Internal Audit and the Director of
Internal Audit, performed seven audits of outside contractors, five internal audits of
Authority functions, and three internal audits of the retail area.  Authority officials indicate
the Vice President of Internal Audit is an integral member of the Investment and Contract
Selection committees; thus he has the ability to review on a continuing basis the
Authority’s investment and contract practices.  We believe that membership on these
committees is no substitute for internal post audit coverage.  The Authority has not
demonstrated that the five internal audits of Authority functions over six years have
effectively provided the audit coverage necessary to ensure that staff functions achieve the
Authority’s policy objectives.

Major contributors to this report were Howard Feigenbaum, Stuart Dolgon, Myron
Goldmeer, Orin Ninvalle and Irina Herman.
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We would appreciate your response to this report within 30 days, indicating any actions
planned or taken to address any unresolved matters discussed in this report.  We also thank the
management and staff of Battery Park City Authority for the courtesies and cooperation extended
to our auditors during this review.

Very truly yours,

Kevin M. McClune
Audit Director

cc: Enzo Iannozzi
Charles Conaway


