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Dear Mr. Stack: 
 
 Pursuant to the State Comptroller’s authority as set forth in Article X, Section 5 of the State 
Constitution and Section 3663 of the Public Authorities Law, we have audited Nassau County 
Interim Finance Authority’s internal controls over selected financial management practices for the 
period January 1, 2005 to June 30, 2006.   
 
A. Background
 
 The Nassau County Interim Finance Authority (NIFA) is a corporate government agency and 
instrumentality of the State of New York.  NIFA is a public benefit corporation created by the 
Nassau County Interim Finance Authority Act, Chapter 84 of the Laws of 2000, as supplemented by 
the Chapter 179 of the Laws of 2000.  NIFA is empowered to issue bonds and notes for various 
purposes, including the restructuring of a portion of Nassau County’s (County) outstanding debt. 
NIFA is also empowered to review the County’s financial plans and to make recommendations to 
improve the County’s finances.  NIFA is governed by a Board of Directors (Board).  Two of the 
seven positions were vacant as of October 31, 2006.   
 
B.         Audit Scope, Objective and Methodology 
 
 We conducted our audit in accordance with generally accepted government auditing 
standards.  The objective of our performance audit was to determine whether NIFA’s financial 
management practices resulted in appropriate administrative expenditures.  Our audit covered the 
period January 1, 2005 to June 30, 2006.  To accomplish our objective, we interviewed NIFA staff, 
and reviewed and analyzed NIFA records and reports pertaining to payroll, purchases and contracts. 
 We also tested the internal controls that have been established for these functions.  
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 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. 
 
C.         Results of Audit  
 
 We determined that NIFA’s controls over financial management practices for personal 
services and other than personal services expenditures were adequate and resulted in appropriate 
expenditures.  NIFA has established policies and procedures that provide an appropriate level of 
internal control and that the NIFA is, in general, complying with these policies and procedures.  We 
identified several areas where NIFA could further strengthen its internal controls or improve 
compliance with its existing policies and procedures. 
  
 1.  Documentation of Awarding Contracts 
 
 NIFA’s Procurement Guidelines (Guidelines) describes the procedures that should be 
followed when contracts are awarded by NIFA.  The Guidelines state that when appropriate, written 
selection criteria should be prepared for each contract, which should include price as an important 
factor to be considered in the selection process.  Analysis of the proposals and/or bids submitted and 
the award of the contract should be documented in reasonable detail. 
  
 We reviewed NIFA’s contracts during 2005 and the documentation provided to justify the 
selection of those firms.  We concluded that, in general, NIFA adhered to the guidelines with one 
exception.  During the review of the documentation supporting the award of two contracts, one for 
an annual audit and the other for underwriting services, we found that the selection of a CPA firm 
and underwriters were based only on criteria such as experience, qualifications and expertise.  There 
was no indication that price was included in the criteria for the selection of the contracts. NIFA 
officials told us that due to the nature of NIFA’s operation and services offered by the firms, 
selection based solely on price was not in the best interest of NIFA.  We agree that selection based 
only upon price would not be in the best interest of NIFA.  However, the selection process and the 
related documentation should establish the weight of the various factors (such as price) that each 
will receive in the evaluation of the proposals. 
  
 2.  Expiration of Pre-qualified Bond Counsel Lists 
 
 Upon its inception, the NIFA issued a Request for Proposal (RFP) to solicit interest from 
firms that would like to provide bond counsel services.  After evaluating the RFPs and with the 
approval of the Board, NIFA established a list of pre-qualified counsels.  This list consisted of two 
tiers.  The Senior Tier firms were eligible for bond counsel positions on the Authority’s large 
financing or major initiatives.  The Junior Tier firms were eligible to serve on smaller financing 
initiatives as bound counsel, underwriter’s counsel or other engagements.  The list of pre-certified 
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counsels was intended to be valid for up to three years with the Chairman empowered to grant a one-
year extension. 
   
 We reviewed the NIFA Board’s minutes and found there was no indication that the Chairman 
extended the use of the pre-qualified list for bond counsel for the additional year or for any period 
after that.  NIFA used a counsel from the original 2000 list for their 2005 bond issuances.  In 
addition, the NIFA did not issue a new RFP after the four year period to establish a new pre-
qualified list of bond counsels.  During the audit, NIFA officials pointed out that for the two bonds 
issued in 2005, the Board approved the use of the counsel.  
 
 NIFA informed us that that continuity for their bond counsel was necessary.   It was in the 
best interest of NIFA to use the experienced firms due to a learning curve associated with NIFA’s 
issuance of bonds and operations.  However, there is no documentation that other competent firms 
had the opportunity to serve as counsel.  
 
 3.  Purchasing 
 

A good system of internal controls should include evidence to support that the goods and 
services were received prior to a payment being authorized.  We examined all of NIFA’s purchases 
that were made using purchase orders as well as documentation to support a sample of smaller cash 
disbursements to determine if evidence was available to show the items were received prior to 
payment being authorized.  The transactions were from the period of January 1, 2005 to June 30, 
2006.   
 

We found that there was no evidence to support the items were received prior to payment 
being authorized.  Further, we also noted that the individual who prepares the purchase order also 
receives the purchased items directly.  Ideally, someone other than the individual ordering the goods 
or services should verify that the goods or services were received prior to payment.  
 

Recommendations 
 

1. Fully document the contract award process, including price consideration, for all contracts 
 subject to the requirements contained in NIFA’s Procurement Guidelines, and maintain this 
 documentation. 
 
2. Issue a new RFP for bond counsel and establish a current list of pre-qualified bond 

counsels.  
 
3. Assign an individual independent of the procurement process to verify the receipt of 

purchases prior to payment. 
 

We provided draft copies of this report to Authority officials for their review and comments. 
 We considered their comments in the development of this report.  A complete copy of the 
Authority’s response is included as Appendix A.  Authority officials agree with our 
recommendations and indicated the actions planned to implement them.   
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 Within 90 days after release of this report, as required by Section 170 of the Executive Law, 
the Chairman of the Nassau County Interim Finance Agency 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 the recommendations were not 
implemented, the reasons why. 
 
 Major contributors to this report include Kenneth I. Shulman, Sheila Emminger, Stephen 
Lynch, Erica Zawrotniak, Tania Atria, and Orin Ninvalle.  
 
 We wish to thank the management and staff of the Nassau County Interim Finance Authority 
for the courtesies and cooperation extended to our auditors during this audit. 
 
        Very truly yours, 
 
 
 
        Steven E. Sossei 
        Audit Director 
 
cc:  Richard Luke, NIFA 
       Lisa Ng, Division of the Budget 
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