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Dear Mr. Carey: 
 

Pursuant to Article X, Section 5 of the State Constitution and Section 2803 of the Public 
Authorities Law, we have audited the internal controls over employee compensation, travel and 
entertainment, and community events expenditures at the Battery Park City Authority for the period 
January 1, 2003 through December 31, 2003.   
 
A. Background 
 

New York State adopted the Battery Park City Authority Act in 1968, creating the Battery 
Park City Authority (Authority) under the Public Authorities Law, as a public benefit corporation 
that would supervise the development of a 92-acre site on the lower west side of Manhattan.  This 
site, which was created from landfill, is owned by the Authority and is known as Battery Park City.  
The site includes 8 million square feet of office space, a 500,000 square-foot commodities trading 
facility, retail space, a marina, two hotels, a multiplex cinema, museums, public schools, and 
approximately 9,000 residential units, in addition to park land and open space.  Construction at the 
site is almost complete, except for the development of approximately 1.8 million square feet of 
additional commercial space and 2,200 residential units.  The Authority is governed by a Board 
consisting of three members appointed by the Governor, with the advice and consent of the New 
York State Senate.  For the fiscal year ended October 31, 2003, the Authority reported 62 employees 
and operating expenses totaling $39.5 million.   
 

In 1988, the Authority created the Battery Park City Conservancy (Conservancy); a private 
not-for-profit organization whose primary function is to maintain the nearly 35 acres of permanently 
protected open space.  The Conservancy is supported primarily by the Authority, and is governed by 
a four-member Board, consisting of the Authority’s President and all three members of its Board.   
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B. Audit Scope, Objectives and Methodology 
 

We audited the internal controls over employee compensation, travel and entertainment, and 
community events expenditures at the Authority for the period January 1, 2003 through December 
31, 2003.  The objectives of our audit were to determine whether adequate internal controls were in 
place over the Authority’s employee compensation, travel and entertainment, and community events 
expenditures.  We used standard audit programs to assess whether the Authority had established 
policies and procedures that provide adequate controls over these selected expenditures.  We also 
performed limited compliance tests to achieve reasonable assurance that these control systems were 
suitably designed and functioning as intended.   
 

To accomplish our objectives, we reviewed and analyzed relevant Authority records and 
interviewed appropriate Authority managers and staff.  We compared Authority and Conservancy 
payroll records to determine whether employees were being improperly paid by more than one 
entity. We reviewed a sample of travel and entertainment invoices to determine whether the 
payments were in accordance with the Authority’s employee expense reimbursement guidelines.   
 

We conducted our audit in accordance with Generally Accepted Government Auditing 
Standards.  Such standards require that we plan and perform our audit to adequately assess those 
operations included within the audit scope.  Further, these standards require that we understand the 
Authority’s internal control structure and compliance with those laws, rules and regulations that are 
relevant to the operations included in our audit scope.  An audit includes examining, on a test basis, 
evidence-supporting transactions recorded in the accounting and operating records and applying 
such other auditing procedures as we consider necessary in the circumstances.  An audit also 
includes assessing the estimates, judgments and decisions made by management.  We believe our 
audit provides a reasonable basis for our findings, conclusions and recommendations.   
 

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 who 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.   
 
C. Results of Audit 
 

The Authority has good internal controls in the area of employee compensation.  However, 
we noted areas of non-compliance with Authority guidelines during our review of travel and 
entertainment vouchers.  In particular, the Authority did not always obtain the required supporting 
documentation for these expenditures.  We also determined that the Authority could improve 
controls over community events expenditures by developing and implementing written policy and 
procedures governing such expenditures.   
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1. Travel and Entertainment 
 

The Authority’s guidelines for payment of business-related travel and entertainment 
expenditures are outlined in an employee handbook issued in August 1993.  For the calendar year 
ended December 31, 2003, Authority records indicate that expenditures for travel and entertainment 
totaled $72,465.  This represents less than one-half of one percent of the Authority’s total general 
and administrative budget for 2003.  From the population of 427 travel and entertainment vouchers 
paid in that year, we selected 17 for review.  Ten of the 17 vouchers, totaling $3,422, were selected 
using every 30th voucher from the population; the remaining seven, totaling $6,862, represented the 
highest dollar values in the population.  Our review of this sample identified paid vouchers that, at 
the time of our review, lacked proper supporting documentation.   
 

When Authority employees submit travel and entertainment vouchers for payment, they are 
required by their employee handbook to provide documentation, including detailed bills, the nature 
of the business discussions, and the names of the participants.  The Authority’s accounting 
department should review all employee expense submissions for mathematical accuracy and for 
compliance with the employee handbook, including reimbursement limits.  We found that 13 of the 
17 vouchers we examined had the required supporting documentation and complied with 
reimbursement criteria.  However, the remaining four vouchers did not have all the required 
supporting documentation and detail attached to the voucher.  Subsequent to our inquiry, Authority 
officials were able to provide support for three of the four vouchers.   
 

For example, six restaurant charges on two vouchers did not include the number of 
participants.  Therefore, we could not determine whether the charges exceeded the dollar limits 
allowed according to the employee handbook.  Subsequent to our inquiry, Authority officials did 
provide supporting documentation for one of the restaurant charges.  However, this documentation 
should have been included with the vouchers, as required, so the accounting department could 
determine whether the vouchers were in compliance with the employee handbook.   
 

According to the employee handbook, Authority credit cards should be used only for 
emergency or unforeseen situations.  We found that four officials had credit cards and they were 
being used for more than emergency or unforeseen situations.  Many travel and entertainment 
expenditures were included in the $74,948 reported by the Authority in 2003 for credit card charges. 
Credit cards were also used for everyday expenses such as food for Authority staff meetings, hotel 
rooms in New York City, and dinners without a stated business purpose.  Supporting documentation 
and detail was also lacking for a credit card payment we examined that was not part of our travel and 
entertainment sample.  We found that $1,009.50 was charged to the miscellaneous account for four 
tickets to a Central Park concert on September 24, 2003.  No business reason was indicated for the 
charge, and the names of the attendees were not included.   
 

We believe that the Authority needs to revise its employee handbook to reflect the number of 
credit cards in use and the types of purchases that are authorized.  Authority officials agreed with the 
need to modify the employee handbook to include more affirmative wording regarding the approval 
of additional credit cards and their use for non-emergency expenditures.  In addition, when the 
Authority revises it employee handbook, it should establish and implement internal controls relative 
to all vouchers including credit card usage.  The instances we identified where the Authority did not 
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comply with existing guidelines show the need for improved internal controls in this area.  Thus, 
Authority officials should ensure that all vouchers for travel and entertainment expenses comply 
with the Authority’s handbook.   
 

2. Employee Compensation 
 

As of December 31, 2003, the Authority had a staff of approximately 60 employees.  The 
Authority reported total wages and related benefits of $5.4 million for the fiscal year ended October 
31, 2003.  According to the Authority’s employee handbook, “It is the goal of the Authority to 
provide total compensation comparable to that being paid by other public entities and State agencies 
and to establish an equitable system for the administration and control of compensation throughout 
the organization.”  We performed various tests of the Authority’s compensation practices, and found 
that the Authority is in compliance with the employee handbook, as follows.   
 

In April 2000, the Authority contracted with a human resource management services 
consultant (consultant) to review the Authority’s compensation structure.  The consultant compared 
the Authority employee compensation rates with those of other public and private entities.  Authority 
management subsequently modified its compensation rates to reflect the findings and suggestions of 
the consultant.   
 

In July 2000, the Authority’s Board of Directors approved a policy that future salary 
increases and benefit enhancements for Authority employees will be based on the CSEA contract in 
effect at that time.  The Authority also approved a policy that provides for periodic adjustments of 
employee salaries to conform to the salary increments received by CSEA employees.   
 

We reviewed the 2003 salaries and benefits of all Authority employees to determine whether 
they were in accordance with those established in the year 2000, based on findings in the 
consultant’s report and the Board’s policy.  We determined that all employee salaries conformed to 
rates cited in that report and Authority employees receive at least the same employee benefits as 
those negotiated by CSEA for its members, such as health, dental, vision, deferred compensation and 
life insurance.   
 

We also performed an audit test to verify that the Authority was paying medical benefits only 
for eligible Authority employees.  We reviewed a medical benefits invoice that was paid on 
December 31, 2003, and compared the names listed on that voucher with the employee names listed 
on a December 2003 Authority payroll register.  All the employees listed on the voucher were active 
employees of the Authority in 2003, and were entitled to the medical benefits.   
 

We also examined the Authority and Conservancy’s records to determine if employees paid 
from both entities were paid appropriately.  We did not identify any duplicate payments.   
 

3. Community Events Expenditures 
 

It is the Authority’s practice to support and participate in community-related events.  
Expenditures associated with such events are charged to an account entitled “Authority - Tables.”  
The Authority budgeted $150,000 for this account for the 2003 fiscal year; however, it reported 
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expenditures of $171,071 in this period, exceeding the budget by $21,071.  During calendar year 
2003, the Authority’s records indicated expenditures of $189,140 from this account. 

 
We found that the Authority did not have written policies and procedures with regard to 

community events expenditures.  We judgmentally selected for review a sample of 9 of the 51 
vouchers from the Authority-Tables account for the 2003 calendar year.  None of the vouchers we 
reviewed initially contained adequate business explanations for participation in and financial support 
for these events.  The vouchers did not contain the intended goal of participation, an assessment of 
the event, or a justification for choosing one function over another.  Authority officials subsequently 
indicated that these functions raise awareness of Battery Park City, and permit staff to network with 
representatives of minority and women-owned business enterprises and to become familiar with 
events that could be held on Authority property.   
 

The expenditures for the nine vouchers we reviewed totaled $51,538.  One voucher totaling 
$1,038 for the rental of audiovisual equipment had been charged to this account in error.  The 
remaining eight vouchers totaling $50,500 were for the purchase of tickets to various events, such 
as: 
 

• A $10,000 payment for the Leadership in Tourism Award Dinner at the Mandarin 
Oriental Hotel on December 9, 2003.  It included seating for ten and a half page credit in the 
Dinner Program.  This event was held by a nonprofit organization whose mission is to 
promote tourism in New York City.   

 
• A $5,000 payment to the Regional Alliance for Small Business Contractors (Alliance) for 
dinner on the World Yacht Princess Boat on May 2, 2003.  The sponsorship included ten 
tickets, inclusion in the marketing materials and all publicity, acknowledgement in the 
program, and a sponsor listing.  According to Authority officials, the activities of the 
Alliance provide the Authority’s Affirmative Action and Construction department staff with 
opportunities to network with firms who seek to do business with the Authority.   

 
• A $2,500 payment for seats to the 2003 World Championships of Freestyle Wrestling at 
Madison Square Garden on September 12 to 14, 2003.  The purchase order indicates the 
tickets were for Authority and Conservancy employees, as well as employees of contractors - 
Wildcat Services Corporation and Park Enforcement Police.  Authority officials indicated 
this was done with the understanding that the event might take place on Authority property if 
the Olympics came to New York City.   

 
Authority officials stated their Community Relations Department is involved in selecting 

such events and that the Authority’s President, with the assistance of one or more Board members, 
decides which organizations will be supported, the amount of support, and who should be asked to 
attend the event.  In addition, the budget for Authority - Tables is included in the annual budget that 
is approved by the Board.  However, we found no evidence of the President’s approval on any of the 
eight Community Events vouchers we reviewed for calendar year 2003.   
 

Having a written policy and procedures for community events would result in better control 
and more accountability.  Authority officials agreed with the need to develop a written policy with 
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regards to community events expenditures.  Authority officials should also assess the event in terms 
of the benefits of attendance, as well as the need for continued financial support. 
 

Recommendations 
 

1. Ensure that all vouchers for travel and entertainment expenses, including credit card 
charges, have sufficient back-up documentation in accordance with the Authority’s 
employee handbook, including itemized bills, the business reason or nature of the business 
discussions, and a list of attendees, as well as comply with the Authority’s reimbursement 
limits.   

 
2. Update the Authority’s employee handbook regarding the use of credit cards to reflect 

changes authorized by the Authority’s management.   
 

3. Develop written policy and procedures for community events expenditures, requiring a 
documented approval process, written support that discloses the business necessity, and 
an assessment of benefits gained from Authority participation.   

 
We provided a draft copy of this report to Authority officials for their review and comment.  

Their comments have been considered in preparing this report, and are included as Appendix A.  In 
addition, State Comptroller’s Notes, in response to Authority comments, are included as Appendix 
B.   
 

While Authority officials concurred with our recommendation to develop written policy and 
procedures with regard to community events expenditures, they didn’t respond to the other two 
recommendations and expressed concern that the report distorted the adequacy of their internal 
controls over travel and entertainment expenses.   
 

Within 90 days after the final release of this report, as required by Section 170 of the 
Executive Law, the President of the Battery Park City Authority 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.   
 

Major contributors to this report were Cindi Frieder, Myron Goldmeer, Harry Maher, Yelena 
Feldman, Danielle Marciano and Paul Bachman.   
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We wish to thank the management and staff of the Battery Park City Authority for the 
courtesies and cooperation extended to our auditors during this audit.   
 

Very truly yours, 
 
 
 

Frank J. Houston 
Audit Director 

 
cc: Robert Barnes 
 Enzo Iannozzi 
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1. An error rate of 4 of 17 vouchers examined lacking the required supporting 

documentation is material and merits disclosure.  The successful actions taken 
by the Authority to subsequently locate supporting documents for three of the 
vouchers is disclosed in the report.  However, this doesn’t negate the need for 
Authority officials to take corrective action to strengthen controls.   

 
2. The report does not question the Authority’s policy regarding the purchase of 

meals for office management working groups and for meetings with outside 
business personnel.  Rather, it points out that Authority policy does not permit the 
use of credit cards to pay for those and other non-emergency situations.  Also, 
the report is accurate in stating “dinners” as we identified more than one dinner 
where Authority officials could not provide written support to evidence a business 
purpose.   

 
3. The report accurately cites that, when initially provided to the auditors for 

examination, none of the vouchers contained an adequate business explanation 
for participation in and financial support for the events.  Although we 
subsequently received an explanation for participation, we were not provided with 
the intended goal of participation, an assessment of the event, or the justification 
for Authority officials choosing one event over another.  We have revised the 
report to include the Authority’s explanations for participation. 

 
4. We revised the report to reflect the background information.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


