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Dear Mr. Hanna: 
 

Pursuant to the State Comptroller’s authority as set forth in Article X, Section 5 of the State 
Constitution and Section 2803 of the Public Authorities Law, we audited the Archives Partnership 
Trust’s internal controls over its major financial management functions for the period April 1, 2003 
through March 31, 2005. 
 
A. Background 
 

In 1992, the New York State Legislature formed the Archives Partnership Trust (Trust) to 
preserve and make accessible the archives from 350 years of New York’s colonial and state 
government, so that they may be used for the benefit of the public.  To accomplish this task, the 
Trust has created an endowment to provide project support to enhance humanities programs, 
increase access to these outstanding treasures, and continue the preservation needs.  The Trust is 
governed by a 25-member Board of Citizens appointed by the Governor, the Board of Regents, and 
legislative leaders.  Members serve without compensation, except for their ordinary and necessary 
expenses incurred in the performance of their powers and duties as a Board member.  Although it 
remains responsible for all such transactions, the Trust has a memorandum of understanding (MOU) 
with the State Education Department (SED) to process vouchers, payroll and accounting transactions 
for the Trust.  
 

Since the inception of the Trust, a 501(c) (3) non-profit organization, the State Legislature 
has provided $3.6 million or about $300,000 annually, to support the Trust’s operations.
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Additionally, the Trust has used its endowment, which as of March 31, 2005 is valued at $2.7 
million, and donations made by the public to fund numerous projects to sustain the excellence of the 
New York State Archives.  The Trust with a staff of three, expended about $466,000 on operations 
and $144,000 on public outreach projects during the fiscal year ended March 31, 2005. 
 
B. Audit Scope, Objectives, and Methodology 
 

The objectives of our performance audit were to determine whether the Trust has established 
policies and procedures that provide an appropriate level of internal control over its basic financial 
operations and to determine whether Trust staff follow those policies and procedures.  Our review 
covered the period April 1, 2003 through March 31, 2005.  
 

The audit focused on eight basic aspects of the Trust’s financial operations: 1) Board 
Governance, 2) Revenue and Collection Activities, 3) Investments, 4) Payroll, 5) Procurement and 
Contracting, 6) Equipment and Asset Management, 7) Budgeting and Expenditure Control, and 8) 
Accounting and Information Systems.   
 

To accomplish our objectives, we interviewed appropriate Trust staff, reviewed applicable 
policies and procedures for each of the eight financial operations, and conducted limited compliance 
testing to provide reasonable assurance that Trust staff complied with established policies and 
procedures.  

 
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 of the Trust that are within our audit scope.  Further, these standards require that we 
understand the Trust’s internal control structure and its 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 that 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 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. 
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C. Audit Results 
 

Internal control is the integration of the activities, plans, attitudes, policies, and efforts of the 
people of an organization to provide reasonable assurance that the organization will achieve its 
objectives and mission.  Specifically, internal controls should: 

 
• promote orderly economical, efficient and effective operations; 
• safeguard resources against loss due to waste, abuse, mismanagement, errors and fraud; 
• ensure adherence to laws, regulations, contracts and management directives; and 
• develop and maintain reliable financial and management data, and accurately present 

that data in timely reports. 
 
In our opinion, the Trust has internal controls in place to provide adequate assurance that it 

achieves its goals and objectives.  We found that the internal controls over Board governance, 
revenue and collection activities, payroll, budgeting and expenditure control, and accounting and 
information systems were adequate.  We identified several areas where the Trust could further 
strengthen its internal controls or improve compliance with its existing policies and procedures by 
implementing our recommendations.   

 
 1. Investments 

 
 The Trust’s enabling legislation and its investment guidelines require that staff manage its 
endowment account consistent with Section 11-2.3 of the Estates, Powers, and Trust Law and 
Section 2925 of the Public Authority Law (PAL).  We found that the Trust guidelines are not fully 
consistent with the PAL.   Specifically, the Trust’s guidelines do not address: 
 

• the need for collateral or the types of collateral allowed including acceptable alternatives 
such as insurance, as well as how to evaluate, value or monitor the collateral received, or 
the types of collateral; 

 
• the standards for the diversification of investments, including diversification with respect 

to types of investments and firms with which the Trust transacts business; and  
 
• the qualifications of investment bankers, brokers, agents, dealers and other investment 

advisers and agents which transact business with the Trust, such as criteria covering 
quality, reliability, experience, capitalization, size and any other factors that, in the 
judgment of the Board, make a firm qualified to transact business with the Trust.  

 
 Additionally, we reviewed the Trust’s investment portfolio as of March 31, 2005 and found 
that two of the six corporate bonds did not currently have a rating of A or better from rating agencies 
as required by the Trust’s investment guidelines.  When the Trust purchased the bonds, both of them 
did have the required A rating, but had subsequently lost the A rating in 2001 and 2002, 
respectively. One of the bonds matured in 2005 and the other bond will mature in 2007.  Trust 
officials informed us that although the bond rating declined since purchase, the Investment 
Committee focuses on the estimated current yield of the bonds to make a decision as to whether to 
keep or sell the bonds.  The estimated yields for the B rated bonds had gone up since the purchase.  
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We were informed by Trust staff that the Investment Committee decided to hold the bonds until 
maturity.  However, Trust officials did not have documentation to support the decision made by the 
Investment Committee to hold the bonds. 

 
In addition, the Trust’s investment guidelines require written instructions signed by any two 

of the following: the Chair of the Board and any member of the Investment Committee other than 
the Chair of the Board and/or the Executive Officer before investments are made.  We reviewed the 
last nine investments made by the Trust and found that the Investment Committee did select the 
investments and documented the selection in both the Investment Committee and Board minutes.  
However, the required written instructions were not available.  The Trust uses an Investment 
Committee resolution rather than the required written instructions.  

   
 2. Procurement and Contracting 
 

We reviewed 94 procurement and 18 travel credit card transactions, as well as the awarding 
of two contracts, during the period April 1, 2003 through March 31, 2005.  Overall, the Trust’s 
procedures for purchases provided adequate assurance that purchases were properly authorized, 
received, and recorded.  However, the Trust did not always follow its procurement guidelines when 
awarding contracts.  During the audit period, the Trust awarded a contract for graphic design, valued 
at $65,000, without using competitive procurement procedures.  

 
The graphic design contract was not competitively bid and there was no documentation to 

support the basis for contractor selection.  While the Trust’s procurement guidelines allowed 
contracts to be awarded on a non-competitive basis, the guidelines require the Chair of the Board or 
the  Executive Officer to determine that: 1) the timely procurement of goods and services involved 
precludes selection of a contractor pursuant to a competitive procedure, and 2) the goods and 
services involved require a vendor with unique or exceptionally rare qualifications or experience, 
specialized equipment or facilities not readily available from other sources, or patents, copyrights, or 
proprietary data.  The Trust lacked documentation to support that the contract was awarded because 
of either of the above situations.  

 
 Furthermore, there is no evidence in the awarding of contracts to indicate that the Trust gave 
comparable consideration to minority and women owned firms, as well as, firms owned by 
individuals with disabilities.  There is no documentation in contract files that would indicate that the 
Trust consulted with the Governor’s Office of Minority and Women Business Development for 
assistance in identifying certified enterprises as stated in their procurement guidelines.  
 
 3. Equipment and Asset Management 
 
 SED maintains the Trust’s equipment inventory records.  However, neither the Trust nor 
SED staff conduct a periodic physical inventory of the Trust’s equipment to ensure that equipment is 
available, properly inventoried, tagged and recorded.  Our physical inventory identified that the 
Trust has 11 equipment items.  However, the inventory records maintained by SED showed only 
seven of these equipment items.  The four unrecorded items included two laser jet printers (worth 
approximately $2,800) and two digital cameras (worth approximately $1,600).  Additionally, the two 
digital cameras were not properly tagged.  Subsequently, the Trust has received and affixed 
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inventory tags to the digital cameras.  Further, we identified an additional two items (a laptop and a 
docking station) on the Trust’s equipment inventory records, which were purchased by and actually 
belonged to SED’s Cultural Education Center.  Such items should not have been included on the 
Trust’s inventory records.  
 

Recommendations 
 

1. Enhance the Trust’s investment guidelines to address the areas of inconsistency with 
 Section 2925 of Public Authority Law and the Trust’s investment guidelines. 
 
2. Require the Investment Committee to formally assess any investments that are currently not 
 permitted by the Trust’s investment guidelines and take action to modify the investments, if 
 deemed necessary. 

 
3. Comply with existing investment guidelines, which require signed written instructions to 

enter into a transaction with the endowment custodian or change the guidelines to require a 
Board resolution directing such a transaction. 

 
4. Ensure that the Trust’s procurement guidelines are followed for all future contracts.  
 Specifically, the Board should ensure that the basis for contractor selection on non-
 competitive contracts is adequately documented.  

 
5. Consult with the Governor’s Office of Minority and Women Business Development for 
 assistance in identifying certified enterprises for future contracts.  

 
6. Document that minority and women-owned business enterprises, as well as firms owned by 
 individuals with disabilities, are considered when contracts are awarded. 

 
7. Enhance equipment inventory controls by:  
 

• ensuring that equipment items are entered into SED’s Inventory system accurately 
and timely; 

• ensuring  that all equipment is properly tagged; 
• performing an annual physical inventory of the Trust’s equipment; and  
• removing SED Cultural Education Center equipment items from the Trust’s 

inventory records. 
 
A draft of this report was provided to Trust officials for their review and comment.  Their 

comments have been considered in the preparation of this report and are included as Appendix A.  
Trust officials generally agreed with all seven recommendations and appreciated the report’s 
constructive suggestions to further strengthen the Trust’s internal controls.  Trust officials will 
ensure that (a) investment guidelines are consistent with applicable laws, (b) procurement guidelines 
are followed for all future contracts and (c) staff works with SED to enhance equipment inventory 
controls. 

 
Within 90 days after the final release of this report as required by Section 170 of the 
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Executive Law, the Chair of the Archives Partnership Trust should report to the State Comptroller 
advising what steps were taken to implement the recommendations contained herein, and where 
recommendations were not implemented, the reasons therefor. 

 
Major contributors to this examination were Brian Mason, Bill Clynes, Cindy Herubin, Jeff 

Dormond, and Heather Pratt.  
 
We wish to thank the management and staff of the Archives Partnership Trust for the 

courtesies and cooperation extended to our auditors during this audit. 
 
      Very truly yours, 
 
 
 
      Steven E. Sossei 
      Audit Director 
 
 

cc:  Richard Mills, State Education Department 
       Robert Barnes, Division of the Budget 
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Appendix A 

 

* 
Note

1 

* See State Comptroller’s Notes, p. 10 
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* 
Note

2 

* See State Comptroller’s Notes, p. 10 
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Appendix B

State Comptroller’s Notes 

1. Report has been edited to reflect that the Chair of the Archives Partnership Trust, rather 
that the Commissioner of the State Education Department should provide the 90 day 
response to this report. 

 
2. The Discretionary Buying Threshold in the NYS procurement guidelines require that a 

formal competitive bid process be followed for contracts over $15,000, unless the 
contract is with a participating New York State Small Business Initiative concern or a 
certified Minority/Women Owned Business Enterprise.  The vendor that received the 
contract reviewed by the auditors did not meet either of these exceptions. 

 




