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AUDIT OBJECTIVE 
 
Our objective was to determine whether the 
New York State Education Department (SED) 
has established an effective system of internal 
controls over equipment inventory, 
procurement and payroll. 
 

AUDIT RESULTS - SUMMARY 
 
We found SED has not established a strong 
system of control over its equipment 
inventory.  In addition, we found certain 
improvements are needed in SED’s controls 
over procurement activities and payroll 
processing.  
 
We found an overall lack of control and 
management oversight in regards to SED’s 
equipment inventory.  SED spent about $23.1 
million on equipment from 2002 through 
2006.  Property control management does not 
maintain an accurate, complete record of 
SED’s non-computer equipment.  Property 
control management could not provide us 
with inventory records for equipment 
purchased prior to 2004.  Records that were 
available for subsequent periods were not 
accurate and complete.  The property control 
manager had not conducted any physical 
inventories of equipment, and SED 
management did not provide adequate 
training or guidance to employees with 
significant roles in the equipment control 
system.  During our tests of the equipment 
inventory records, we found it difficult to 
locate certain items due to the lack of 
adequate records.  The results of our sampling 
and testing of the SED’s inventory records 
indicate these records are not sufficiently 
reliable as a management tool.  

We also determined for the period October 1, 
2005 through February 28, 2007, SED 
consistently paid its vendors late - 35 percent 
of the time.  The late payments were for 
purchases of goods and services relating to 
SED’s operating expenses, such as utilities, 
equipment and supplies.  The late payment 
percentages ranged from 15 to 52 percent for 
several regional offices within one of SED’s 
major programs, Vocational Educational 
Services for Individuals with Disabilities 
(VESID).  The limited review of outstanding 
vendor invoices by SED allowed these 
problems to persist.  For the period April 1, 
2005 through December 31, 2006, SED paid a 
total of $208,397 in late payment interest.  
 
SED’s Office of Human Resource 
Management (OHRM) did not always update 
its payroll information in a timely manner to 
reflect the current work status of its 
employees.  As a result, employees on leave 
of absence, active employees and terminated 
employees sometimes received salary 
payments they were not entitled to.  We 
identified 24 instances of overpayments 
totaling $55,536.  In addition, we found one 
employee who continued to receive location 
pay (additional compensation based on 
geographic location) that he was not entitled 
to over a seven year period, for a total of 
$6,151.  
 
Our report contains 17 recommendations to 
improve SED’s controls over certain financial 
management practices. SED officials agreed 
with our recommendations and indicated that 
they have already taken or will be taking steps 
to implement them. 
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This report, dated September 27 2007, is 
available 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 Government Accountability 
110 State Street, 11th Floor 
Albany, NY 12236 
 

BACKGROUND 
 
SED consists of six program offices, each 
under the direction of the Commissioner of 
Education.  Five of the offices are the: Office 
of Elementary, Middle, Secondary and 
Continuing Education; Office of Higher 
Education; Office of Cultural Education; 
Office of the Professions; and Office of 
Vocational and Education Services for 
Individuals with Disabilities (VESID).  The 
sixth office, Operations and Management 
Services (OMS), includes the Office of 
Facilities and Business Services (Facilities 
and Business Services), the Bureau of Fiscal 
Management (Fiscal Management) and the 
Office of Human Resource Management 
(OHRM).  OMS provides support services to 
each of the other five program areas.   
 
The Committee of Sponsoring Organizations 
(COSO) defines internal controls as a 
“process, effected by an entity’s board of 
directors, management and other personnel, 
designed to provide reasonable assurance 
regarding the achievement of objectives in 
effectiveness and efficiency of operations, 
reliability of financing, reporting, and 
compliance with applicable laws and 
regulations.”  SED has designated an Internal 
Control Officer, who also serves as the 
Executive Assistant to the Commissioner, to 
be responsible for ensuring the six program 
offices develop and maintain program-
specific policies and procedures.  The policies 
and procedures are available to all employees 

through the SED Intranet.  In addition, senior 
management required all six program areas to 
develop formal risk assessments over key 
program functions two years ago. 
 
SED’s financial operations are for the most 
part centralized at OMS.  For example, this 
office approves and processes expenditures, 
approves procurement and contracting 
activities, approves equipment purchases, 
maintains inventories of computer and non-
computer equipment, processes payroll 
transactions, oversees personnel transactions 
and is responsible for implementing 
appropriate systems of internal control for all 
these activities. 
 
In addition, some financial operations are 
decentralized at the program level. For 
example, VESID district offices are 
responsible for purchasing goods and services 
for its enrolled program consumers.  The six 
program offices’ managers and supervisors 
are responsible for approving and overseeing 
procurement activities, and approving and 
overseeing personnel transactions.  As of 
November 29, 2006, SED had 2,908 
employees statewide. 
 

AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Equipment Inventory 

 
Non-Computer Equipment Inventory 

 
From 2002 through 2006, SED spent about 
$23.1 million on equipment, according to 
information posted to the State’s Central 
Accounting System.  Agencies are 
responsible for establishing adequate internal 
controls over equipment.  The New York 
State Accounting System User Procedures 
Manual (Manual) provides guidelines to State 
agencies for establishing and maintaining 
control over equipment.  The Manual states 

 
 
Report 2006-S-99  Page 3 of 17  



 
 

 

 

that agencies should appoint a property 
manager to be responsible for maintaining up-
to-date, accurate equipment inventory 
records.  The Manual also states when 
equipment is transferred, the records should 
be updated.  Periodic physical inventories 
should be taken to account for the equipment, 
and lost or stolen equipment should be 
reported to the State Comptroller.  
 
In addition, SED has established its own 
policies and procedures over equipment 
inventory. SED’s current policy states items 
with an acquisition price of $5,000 or more 
should be inventoried.  Lower dollar items 
(those less than $5,000) considered to be high 
risk, such as digital cameras, are also to be 
inventoried. The Purchasing Office assigns an 
inventory decal to each piece of new furniture 
or equipment as it is received.  Each of the six 
program offices is responsible for maintaining 
a current list of their equipment inventory. 
The inventory records should include: a 
description of the item, serial number, SED 
issued decal number, source of funds, name of 
entity that holds title, acquisition date and 
cost, location and condition, and any 
disposition date and sale price. 
 
We reviewed SED’s controls over equipment 
and performed a number of tests of the 
inventory records.  We found an overall lack 
of control over SED’s equipment inventory, 
as follows: 
 

• Property control management, which 
includes a property manager and 
support staff, has not maintained an 
adequate inventory record and does 
not ensure the central office records 
accurately reflect the physical 
inventories at the various program 
locations throughout SED.  The 
central office record included only the 
vendor name, a limited description of 
the item, the quantity ordered, and the 

unit price.  It did not include the other 
required information, such as the 
equipment location and SED-issued 
decal number.  We also found that, 
except for the vendor name, the 
information was often inaccurate.  In 
addition, property control 
management could not provide us with 
inventory records for equipment, 
worth millions of dollars, purchased 
prior to 2004. 

 
• SED’s inventory records included 

items with dollar amounts far below 
the established threshold of $5,000.  
The inventory records provided by 
property control management 
consisted of 65,402 items or 
transactions totaling $7,417,435 for 
equipment purchased from 2004 
through 2006.  We determined that 
54,242 or 83 percent of the inventory 
consisted of items or transactions less 
than $100, for a total value of 
$44,244.  The majority of these items 
under $100 consisted of office 
supplies, small furniture, tools, 
cables/wires, and shipping and 
delivery costs. 

   
• The inventory records also included 

items listed at “zero” dollar value.  We 
determined some of the items should 
have a dollar value while other items 
should not be listed on the inventory 
record.  For example, the information 
included price quotes for certain 
pieces of equipment not purchased and 
not owned by SED.  It also included 
warranties for certain items. 

 
• Due to a lack of information on the 

equipment inventory records provided 
by property control management, we 
found it difficult and time consuming 
to locate equipment.  For example, 
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SED inventory records indicated the 
Office of Cultural Education 
purchased one steel dolly truck for 
$8,009, when in fact, the purchase 
consisted of ten steel dolly trucks with 
a total cost of $8,517.  We eventually 
were able to locate the ten steel dolly 
trucks. 

  
• The results of our sampling and 

testing of the SED’s inventory records 
indicate these records are not 
sufficiently reliable as a management 
tool. Consequently, the inventory 
records provided by property control 
management could not be used to 
efficiently conduct an inventory 
check.  Therefore, we obtained a data 
download of SED purchases of 
equipment from the Central 
Accounting System maintained by the 
Office of the State Comptroller 
(OSC).  The download included 
equipment purchases totaling $23.1 
million made from 2002 through 
2006.  From this download, we 
selected a sample of 17 purchase 
orders for equipment purchased by 
staff at the Cultural Education Center.  
The purchase orders included 158 
pieces of equipment valued at 
$220,811.  Although we were able to 
locate all 158 items, we noted there 
was no formal physical inventory logs 
kept for the equipment on hand or 
designated person responsible for 
keeping a physical inventory.  During 
our inventory checks we also noted 
that the majority of locations do not 
keep a formal physical inventory list. 

 
• We found inconsistencies between our 

OSC download sample and the central 
inventory records.  High risk items, 
such as digital cameras, bought with 
SED purchasing cards could not be 

matched to SED’s inventory record. 
Formal procedures are not in place to 
notify property control management 
when equipment is bought with the 
purchasing card.  (The purpose of 
SED’s purchasing card program is to 
establish a more efficient, cost-
effective method of purchasing and 
paying for small dollar purchases.  
The purchasing card enables the 
cardholder to make authorized 
purchases directly from a vendor 
without processing purchase orders or 
receiving additional authorizations. 
Cardholders are assigned a per 
transaction amount by Fiscal 
Management.) 

 
In addition to the problems we found during 
the testing of the inventory records, we noted 
other control weaknesses.  The Manual 
requires that an agency take an annual, 
independent count of equipment assigned to 
each location.  This count should be 
documented.  Physical inventories are 
important as they will alert management when 
items are missing, and they allow for records 
to be updated and adjusted.  We were 
informed by Facilities and Business Services 
management and staff they had no records of 
having taken a physical inventory nor could 
they recall the last time a physical inventory 
was performed. 
 
The Manual specifically states lost or stolen 
equipment items in excess of $250 should be 
reported to OSC.  According to Facilities and 
Business Services management, although they 
are aware of this requirement, it has not been 
consistently followed, and instances of lost or 
stolen equipment have gone unreported.  For 
example, SED officials advised us about an 
employee who was falsifying SED business 
records.  The employee ordered and signed 
SED authorization forms for the purchase of 
three computers for VESID consumers.  
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However, an investigation determined the 
employee sold the computers for his own 
profit.  This matter was not reported to OSC 
as required. 
 
In addition, the Manual requires the inventory 
records to reflect a dollar value for each 
equipment item.  This information is 
important for determining the value of 
inventory on hand for financial reporting 
purposes (e.g., financial statements), and is 
useful in determining the proper level of 
control and accountability over individual 
items.  We found that SED does not include 
accurate dollar values on its equipment 
inventory records.   
 
Based on our review, we concluded 
employees responsible for SED’s equipment 
inventory records did not have a sufficient 
understanding of the equipment control 
requirements contained in the Manual.  In 
addition, SED management has not 
adequately communicated required 
responsibilities to staff, nor provided 
oversight for this function.  Agency 
management should ensure that employees 
are aware of their job responsibilities, and 
provide the necessary oversight to ensure 
equipment control functions are carried out as 
required. 
 
SED officials acknowledged the control 
problems we identified, and stated that 
staffing issues have had an impact on their 
ability to properly administer the inventory 
control function.  They indicated that they are 
devoting additional resources toward 
inventory control management and 
developing a new electronic system which 
should address our recommendations.  
 

VESID Consumer Equipment 
 
VESID coordinates vocational and 
educational services to students and adults 

(consumers) with disabilities.  Caseworkers at 
local districts throughout the State are 
assigned to individual consumers to 
coordinate services and to ensure the 
consumers receive the necessary goods and 
services required for their educational or work 
programs.  Management at the VESID Central 
Office is responsible for overseeing these 
activities. 
 
Documentation required to support payments 
to vendors for equipment include a copy of 
the original authorization voucher and 
purchase amount; a copy of the invoice along 
with proof of receipt (i.e. packing slips); 
completion by the consumer of form VES-69 
(Ownership of Equipment and Supplies); 
and/or other documents that confirm that the 
consumer received the equipment.  We 
reviewed 85 consumer files at four district 
offices and identified nine instances where 
expenditures were not properly supported by 
the available documentation.  The purchases 
consisted of computer equipment and certain 
services totaling approximately $44,600. 
 
VESID’s Central Office requires three forms 
of documentation to be prepared before 
payments are authorized for equipment 
purchased for VESID consumers.  The 
required documentation includes the invoice, 
a verification form signed by the consumer 
(the VES-69), and a verification form signed 
by the vendor.  However, we determined that 
there is little communication and monitoring 
between the VESID Central Office and the 
local district offices to ensure that these 
procedures are working as intended.  
Moreover, we found each VESID office we 
visited followed its own procedures to verify 
the consumer received the equipment before 
the vendor is paid.  Consequently, there were 
procedural inconsistencies among the offices, 
and in certain instances, the procedures were 
not adequate.  As a result, VESID 
management has limited assurance that 
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consumers in certain districts have received 
the equipment procured for them. 
 
For example, at the Albany district office, 
management stated it is not their practice to 
require consumers to sign for the equipment. 
Only a verification phone call to the consumer 
is required before payment for equipment is 
approved by the VESID Central Office. 
Similarly, the Hempstead district office had 
no standard practice to determine whether 
consumers received their equipment.   
Although some files contained signed 
invoices by the consumer, other files 
contained informal documentation such as 
notes made by caseworkers (instead of a 
formal confirmation from the consumer).  In 
contrast, the Rochester district office required 
the consumer to sign the vendor invoice 
verifying they have received equipment 
before payment is approved.  In addition, the 
Syracuse district office required caseworkers 
to contact the consumer to verify that they 
have received their equipment.   
 
SED officials agreed with our findings and 
indicated they will take action to ensure the 
receipt of equipment by consumers is 
properly documented. 
 

Computer Equipment 
 
Support Magic is a statewide inventory 
management system used by SED to track 
computers and printers used by employees.  It 
is also used to track computers covered under 
maintenance agreements. At SED, 
Information Technology staff manages the 
system.  We selected and located 100 pieces 
of computer equipment recorded on Support 
Magic and located them at various program 
offices, including VESID district offices.  We 
determined SED’s Information Technology 
Unit has established sufficient controls, 
policies and procedures over information 
technology equipment.  

Recommendations 
 
1. Implement a complete, accurate and 

up-to-date recordkeeping system over 
equipment.  The recordkeeping system 
should contain, but not be limited to, 
such information as the equipment’s 
description, location, SED-issued 
decal number, value and other 
pertinent data. 

 
2. Define and identify high risk items 

under $5,000, and establish a dollar 
threshold for placing them under 
inventory record control. Remove 
items from the inventory records of 
minimal value and low risk, as well as 
non-equipment items such as quotes 
and warranties. 

 
3. Formally assign administrative 

responsibility for equipment control to 
specific individuals at program 
locations.  Such individuals should 
maintain accurate logs of equipment 
under their responsibility.  

 
4. Develop and communicate adequate 

written inventory control procedures, 
including procedures over equipment 
purchased by credit card. 

 
5. Establish a system to promptly notify 

property control management when 
new equipment is received so it can be 
properly inventoried, including items 
purchased through credit cards. 

 
6. Perform annual, independent physical 

inventories of equipment, and monitor 
the reported results.  

 
7. Report lost or stolen equipment in 

excess of $250 to OSC. 
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8. Ensure that employees are aware of 
their job responsibilities, and provide 
the necessary oversight to ensure 
equipment control functions are 
carried out as required. 

 
9. Require VESID Central Office 

management to reinforce the existing 
policies and procedures by: 

 
• clearly  communicating policies and 

procedures to each VESID district 
office; 

 
• monitoring district offices to ensure 

policies and procedures over 
consumer equipment are being 
followed. 
 

Procurement 
 
Within OMS, Facilities and Business Services 
and Fiscal Management are responsible for 
processing the direct purchase of goods and 
services for SED’s state operations.  Fiscal 
Management is also responsible for 
processing purchasing card payments and

payments to vendors for purchases made 
directly by program locations, such as 
VESID.  Our audit assessed the timeliness of 
payments to vendors and contractors.   

 
Late Payments 

 
Section 179-f of Article 11-A of the State 
Finance Law has established standards for 
payment to vendors and contractors and the 
payment of interest for bills not paid within 
30 calendar days of the receipt of the goods or 
proper invoice and supporting documentation. 
 
We found, based on information obtained 
from the Office of the State Comptroller, that 
SED has consistently paid its contractors and 
vendors late.  As shown in the following 
table, for the period October 1, 2005 through 
February 28, 2007, SED’s late payments 
consistently approached 35 percent of all 
invoice payments processed, while late 
payment percentages at VESID district offices 
ranged from 15 to 52 percent.  Some offices 
have made significant improvements over this 
period of time.  For the period April 1, 2005 
through December 31, 2006, SED paid a total 
of $208,397 in late payment interest.  

 
Percentage of Late Payments by Select Offices for Certain 12-Month Periods 

 
Office 10/1/05 - 

9/30/06 
11/1/05 - 
10/31/06 

12/1/05 - 
11/30/06 

1/1/06 - 
12/31/06 

2/1/06 - 
1/31/07 

3/1/06 - 
2/28/07 

SED 
(excluding 
VESID) 

36% 35% 35% 35% 35% 34% 

VESID 
Syracuse 

34% 34% 27% 21% 18% 18% 

VESID 
Bronx  

23% 26% 26% 23% 23% 23% 

VESID 
Hauppauge 

33% 30% 21% 20% 15% 18% 

VESID 
Albany 

38% 33% 24% 19% 3% 2% 

VESID 
Hempstead 

52% 52% 48% 40% 39% 39% 

 
 
Report 2006-S-99  Page 8 of 17  



 
 

 

 

Based on our conversations with Fiscal 
Management and program staff, we found 
most of the late payments occurred when 
program locations, including VESID district 
offices, failed to submit the required approval 
documentation to Fiscal Management on 
time.  Fiscal Management officials explained 
they have a manual process for monitoring the 
procurement files, but need to make use of 
newer technology.  Under the existing system, 
available staffing resources are not sufficient 
to manually monitor the files.  As a result, 
long delays often occur between the time 
Fiscal Management receives a vendor invoice 
and the time program locations send payment 
approval to Fiscal Management. 
 
For example, a purchase made by OHRM was 
paid 179 days late.  In this case, OHRM 
received the product on June 2, 2006.  Fiscal 
Management requested approval from OHRM 
to pay the invoice on June 5, 2006 and again 
on October 10, 2006.  The vendor was 
eventually paid on November 28, 2006. 
 
Officials explained that late payments 
sometimes occur because staff use the 
incorrect Merchandise Inventory Received 
(MIR) date.  The MIR date is the date the 
State agency actually receives the 
goods/services and corresponding supporting 
documentation.  For example, a vendor 
provided a service to a consumer from the 
VESID Albany district office on May 23, 
2005, but did not submit the required 
documentation to support the service until a 
later date.  However, the staff at the district 
office entered the MIR date as May 23, 2005 
instead of the date the supporting 
documentation was received.  As a result, 
when the vendor finally submitted appropriate 
documentation, the vendor was paid on 
February 7, 2006 with interest accruing since

June 22, 2005 (or 30 days from May 23, 
2005).  
 
Officials also told us that finance units at the 
certain local VESID offices have been under-
staffed.  For example, the Hempstead district 
office currently has one person working in the 
finance unit and as a result, has the highest 
percentages of late payments, most recently at 
39 percent.  The Albany district office added 
three additional finance staff between 
December 2005 and January 2006.  The late 
payment percentages for this district office 
significantly improved during the period, 
going from 38 percent late to only 2 percent 
late.  
 
In responding to our findings, Fiscal 
Management officials indicated they are 
developing new procedures to address the 
weaknesses we identified.  Fiscal 
Management officials indicated they are in 
the process of purchasing new software tools 
and training staff in their use in order to 
monitor the payment process more effectively 
and efficiently. 

 
Purchasing Cards 

 
Fiscal Management has established policies 
and procedures for SED’s purchasing card 
program that include documenting purchases, 
maintaining receipts, and requiring 
supervisory approval and review.  The 
policies and procedures also state that when a 
cardholder’s employment with SED 
terminates for any reason, the supervisor is 
responsible for collecting the purchasing card 
issued to that employee and contacting the 
procurement administrator so the account can 
be cancelled. 
 
Fiscal Management has been generally 
successful in monitoring the purchasing 
activities of SED’s cardholders.  However, we 
noted sometimes accounts were not cancelled 
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in a timely manner when the cardholder 
terminated employment with SED.  We 
identified five employees whose purchasing 
cards were cancelled between 4 and 20 
months after they had left SED.  The late 
cancellations resulted from a lack of 
communication between the program 
locations and Fiscal Management.   
 

Contracts and Purchase Orders 
 
To assess whether SED has established an 
effective system of internal controls over 
contracts, we judgmentally selected eight 
contracts for review: seven VESID contracts 
and one non-VESID contract.  We found 
VESID Central Office and some district 
offices do not follow consistent monitoring 
activities.  We noted long delays in the 
issuing of contractor monitoring reports by 
the VESID Central Office and the failure to 
follow up on issues identified in these reports.  
For example, a review of a VESID Albany 
contractor took place in November 2005 and 
identified follow-up issues.  The program 
monitoring specialist responsible for the 
review did not issue the report to the 
contractor until April 2006 and had not made 
a follow-up visit by the time we completed 
our audit fieldwork (in April 2007).  
 
We also observed the Hempstead district 
office did not maintain standard site visit 
reports that evaluate contractor performance. 
In contrast, we noted the Rochester district 
office has well-developed monitoring 
activities. Individual caseworkers are assigned 
to specific contractors to maintain 
communication and to monitor activities. 
 
Insufficient monitoring of contractor 
performance increases the risk of contractor 
deliverables not meeting contract expectations 
and can lead to inadequate services provided 
to VESID consumers. SED officials agreed 

with our findings and indicated that VESID 
will increase its monitoring efforts. 
 

Recommendations 
 

10. Develop new policies and procedures to 
prevent delays in the processing of 
vendor payments.  Monitor the 
timeliness of these transactions, and take 
corrective action when these 
transactions are not processed in a 
timely manner. 

 
11. Provide training for staff at the various 

program locations on the need to use the 
correct MIR date, as well as when and 
what documentation needs to submitted 
by vendors. 

 
12. Formally analyze the current finance 

office staffing levels throughout SED, 
including the central office and district 
offices.  Make appropriate adjustments 
to the staffing levels, as warranted.   

 
13. Improve monitoring and communication 
 between the program locations and 
 Fiscal Management to ensure timely 
 closure of employee credit card 
 accounts.  
 
14. Require the VESID Central Office to 
 develop and implement appropriate and 
 timely monitoring activities to assess 
 overall contractor performance 
 throughout all VESID regions. 
 

Payroll 
 
The Payroll Unit, under OHRM, is 
responsible for processing all payroll 
transactions.  To assist in this process, an 
automated time and attendance system, 
LATS, is used by the majority of SED 
employees to track their time and attendance 
and by supervisors to approve the time 
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records submitted.  LATS began in 2003 and 
was fully operational by 2005.  Prior to this, 
SED used a manual, paper driven system to 
track employees’ time and attendance. 
 
We found that OHRM’s policies and 
procedures provide for an adequate level of 
internal control over basic payroll operations. 
However, we noted that improvements are 
needed in controls over certain types of 
payroll transactions.  These transactions 
include:  removals from payroll, timely 
posting of lost time, and changes to 
geographic work location.  Because OHRM 
receives late notification of changes to time 
records of terminated employees, salary 
overpayments are sometimes inappropriately 
made to these individuals, and the payments 
cannot always be recovered. 

 
Overpayments 

 
Paychecks for SED’s employees are produced 
by the State’s centralized payroll system.  To 
make adjustments to an employee’s time 
record or to remove an employee from SED’s 
payroll, OHRM submits the appropriate 
payroll documents to the centralized payroll 
system.  If the documents are not submitted 
by their due dates, paychecks for terminated 
employees will not be stopped on time, and 
adjustments to employees’ time and 
attendance records will not be processed on 
time.  In such instances, terminated and active 
employees could be paid for time they did not 
work.  In order for OHRM to submit the 
appropriate documents on time, it must be 
notified promptly when employees are 
terminated or when they have adjustments to 
their time and attendance records. 
 
To determine whether removals from and 
adjustments to SED’s payroll were processed 
in a timely manner, we reviewed a download 
of SED payroll transactions from the State’s 
centralized payroll system.  We identified 24 

individuals on SED’s payroll who have 
outstanding salary overpayment balances. 
These individuals include those on leave of 
absence, active employees, and terminated 
employees.  The initial overpayments to these 
employees totaled $55,536.  As of April 17, 
2007, SED had recovered $25,451 of this 
amount, leaving $30,085 to be recovered.  In 
addition, officials advised us that two cases 
have been referred to the State Attorney 
General for collection and that they are still 
pursuing recovery of the remaining amounts. 
 
We found 22 of the overpayments occurred 
because OHRM did not receive prompt 
notification of adjustments to an employee’s 
attendance from their supervisor.  We noted 
this mostly involved instances of lost time; 
i.e., employees take time off, but do not have 
enough leave credits to cover the time taken. 
We also noted the majority of these 
employees enrolled in a payroll direct deposit 
plan.  As a result, when OHRM did not make 
adjustments to the payroll system in a timely 
manner, these employees received salary 
payments electronically that they were not 
entitled to.   
 
OHRM officials stated that, in general, 
employees are removed from the payroll late 
because OHRM does not always receive 
prompt notification from supervisors at the 
various program locations when employees 
resign.  For example, we found when one 
employee with direct deposit resigned, the 
supervisor at the program location failed to 
promptly notify OHRM.  As a result, this 
employee was overpaid for 63 days, for a total 
of $13,350.  OHRM officials told us that the 
recent installation of LATS should help them 
identify potential payroll overpayments and to 
take timely action to preclude them. 
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Location Pay 
 
The State’s Civil Service Law provides that a 
geographic pay differential be provided to 
employees working in the following 
locations: the five counties of New York City, 
three counties in the Mid-Hudson area, and 
the counties of Nassau, Suffolk, Rockland, 
and Westchester.  Using a download from the 
State’s centralized payroll system, we 
performed a data analysis of those SED 
employees receiving location pay.  We 
initially identified 14 active employees who 
did not appear to be eligible for location pay.  
 
After performing additional audit work, we 
determined one of the 14 employees has 
continued to receive location pay 
inappropriately. The employee’s geographical 
work location changed from New York City 
to Syracuse effective October 1999.  Because 
OHRM did not update its payroll information, 
this employee has continued to receive 
location pay totaling $6,151 inappropriately 
for the past seven years.  Management was 
not aware of this overpayment until we 
brought it to their attention. 
 
We determined the other 13 employees were 
eligible for the location pay they received; 
however, OHRM had not made the 
appropriate updates to the payroll system for 
these employees.  For example, we noted an 
employee listed (on the payroll system) with 
an Albany work location, but the employee is 
actually stationed in New York City.  During 
interviews with OHRM management, we 
learned SED has not developed its own 
policies and procedures or a formal 
monitoring system to periodically verify the 
propriety of location payments to employees. 
 

Recommendations 
 
15. Review and, where appropriate, update 

policies and procedures to prevent 

delays in the processing of payroll 
removals and adjustments.  Monitor the 
timeliness of payroll transactions, and 
take corrective action when these 
transactions are not processed in a 
timely manner. 

 
16. Routinely compare information in 

employee records to the information 
recorded on SED’s payroll to ensure 
employees’ official work stations and 
other pertinent information are updated 
appropriately. 

 
17. Recover the $6,151 in location pay 
 overpayments identified in this report 
 from the employee who received 
 them. 
 
AUDIT SCOPE AND METHODOLOGY 

 
We audited SED’s internal controls over 
selected financial management functions.  
Our audit covers the period April 1, 2005 
through April 17, 2007.  To accomplish our 
objective, we interviewed SED managers and 
staff, reviewed SED’s policies and 
procedures, and examined selected financial 
records.  In addition, we tested the reliability 
of the inventory records by tracing selected 
equipment items to and from the inventory 
records and corresponding purchase orders.  
We reviewed expenditure and payroll data 
and compared the records maintained by SED 
to the amounts recorded on OSC’s accounting 
and payroll systems.  We used auditing 
software to analyze expenditure and payroll 
transactions. At the time of our audit, SED’s 
Office of Audit Services had recently 
completed its own audit of the procurement 
process.  We therefore limited our review of 
the procurement area in order to avoid 
duplication of efforts. Our audit of 
procurement focused on the timeliness of 
payments to vendors and contractors. 
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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.  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 functions do not affect our 
ability to conduct independent audits of 
program performance. 

 
AUTHORITY 

 
The audit was performed pursuant to the State 
Comptroller’s authority as set forth in Article 
V, Section 1 of the State Constitution and 
Article II, Section 8 of the State Finance Law. 

REPORTING REQUIREMENTS 
 
We provided draft copies of this report to 
SED officials for their review and formal 
comments.  We considered SED’s comments 
in preparing this report.  SED officials agreed 
with the 17 recommendations made in the 
report and indicated that they have already 
taken or will be taking steps to implement 
them.  A complete copy of SED’s response is 
included in this report as Appendix A. 
 
Within 90 days of the final release of this 
report, as required by Section 170 of the 
Executive Law, the Commissioner of 
Education 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 
Steven Sossei, Brian Mason, Arthur F. Smith, 
Mary T. Roylance, Anthony Calabrese, 
Andrew Davis, David Pleeter, Tracy N. 
Samuel, Nicole Van Hoesen and Paul 
Bachman. 
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APPENDIX A - AUDITEE RESPONSE 

 
 

APPENDIX A - AUDITEE RESPONSE 
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