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Dear Mr. Rothbard: 
 

Pursuant to Article 14 of the 1983 agreement between the City University of New York 
(CUNY) and the Research Foundation of the City University of New York (Foundation), we have 
followed up on the actions taken by Foundation officials to implement the recommendations 
contained in our audit report, Research Foundation of the City University of New York, Procurement 
and Contracting Practices (2004-S-89).  
 
Background, Scope and Objective 
 
 The Foundation was chartered in 1963 as a non-profit educational corporation to administer 
external grants (for research, training, student support, and other activities) awarded to CUNY 
institutions.  The Foundation is governed by a Board of Directors that includes representatives from 
CUNY colleges, as well as a representative from private industry.  The Chancellor of CUNY serves 
as chairperson of the Board, ex officio.  The Foundation carries out its responsibilities pursuant to a 
contract with CUNY effective January 1, 1983.  The Foundation provides business administrative 
functions, including; personnel, payroll, purchasing, timekeeping, and accounting for grant awards 
to CUNY campuses.  In addition, the Foundation collects reimbursements for the facility and 
administrative support (or indirect) costs incurred by the Foundation and CUNY for sponsored 
programs.  The Foundation collects more in indirect cost reimbursements than it needs to fund its 
administrative and support functions.  The residual indirect cost recoveries and other miscellaneous 
revenues are available to campus officials for discretionary purposes, as identified by CUNY 
officials.  For the fiscal year ended June 30, 2006, the Foundation had expenses totaling about $349 
million.
 
 Our initial audit report, which was issued on June 6, 2006, examined the Foundation’s 
controls over the procurement of goods and services for the period July 1, 2003 through January 31, 
2005.  The objective of our audit was to determine if the Foundation had established adequate 
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internal controls over its purchasing and contracting functions.  Specifically, we sought to determine 
if the Foundation complied with its requirements for vendor competition, and if the justifications for 
sole/single source procurements were adequately documented.  Our initial audit concluded that the 
Foundation generally complied with its procurement policies and procedures for non-contract 
payments. However, the Foundation sometimes did not comply with its prescribed policies and 
procedures related to contract procurements and procurements that should have been contracted.  We 
noted that the Foundation did not obtain competitive bids for certain procurements, and the basis for 
selecting particular sole source vendors was not always documented.  Also, consultant payments  to 
a SUNY employee and a CUNY employee were not consistent with the Foundation’s procurement 
policies, and they might have been in violation of the Public Officers Law.   The objective of our 
follow-up, which was conducted in accordance with generally accepted government auditing 
standards, was to assess the extent of implementation as of September 6, 2007 of the six 
recommendations included in our initial report. 
 
Summary Conclusions and Status of Audit Recommendations 
 

We determined that Foundation officials implemented the six recommendations contained in 
our initial audit report.  Actions taken by the Foundation included the issuance of a memorandum 
(dated August 15, 2006) from the Foundation’s Chief Financial Officer to CUNY grants officers.  
This memorandum included specific procedural guidance corresponding to five of the six 
recommendations made in our initial report. 
 
Follow-up Observations   
 

Recommendation 1 
 
To comply with Foundation procurement policies, require central office and campus officials to 
obtain a minimum of three written or verbal bids or proposals for procurements at or exceeding the 
prescribed threshold amounts.  
 
Status - Implemented 
 
Agency Action - To ensure that the necessary bids or proposals are obtained for purchases, 

Foundation officials now require documentation of the bids or proposals to be submitted 
(along with purchase requisitions) to the Foundation’s finance office for processing.  This 
requirement was addressed in the aforementioned memorandum from August 2006.  
Specifically, the memorandum indicated that the Foundation would not process requisitions 
that did not comply with Foundation policies, including those requiring bids or proposals for 
procurements exceeding prescribed threshold amounts.  We randomly selected a purchase 
above the threshold for formal bidding and determined that officials had obtained the 
required bids for this transaction.   
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Recommendation 2 
 
Ensure that the justification(s) for using single or sole source contracts and personal service 
consultants are adequately documented whenever such contracts or consultants are used.   
 
Status - Implemented 
 
Agency Action - The Foundation requires adequate documentation of the justifications for sole 

source contracts over $5,000.  In the August 2006 memorandum, Foundation officials noted 
the requirement of written justification for the selection of sole source contractors. We 
reviewed a random selection of nine sole source procurements and determined that each of 
the nine procurements included the required documentation of the justifications for the 
contractors that were selected.  

 
Recommendation 3 

 
Formally review Policies 501-D and 518-B and identify any conflicting guidance within them.  
Amend the policies as necessary.  
 
Status - Implemented 
 
Agency Action - Foundation officials amended policies 501-D and 518-B to clarify them and to 

remove conflicting guidance.  Specifically, officials changed policy 501-D to help clarify 
that it pertains to the purchase of equipment supplies and construction-related contracts.  In 
contrast, Policy 518-B applies when officials procure the services of independent contractors 
(for example, professional service consultants).   

    
Recommendation 4 

 
Ensure that all Foundation business arrangements with SUNY and CUNY employees are fully 
consistent with pertinent provisions of the Public Officers Law.  
 
Status - Implemented 
 
Agency Action - Foundation officials advised us that they cannot readily determine if an 

independent contractor, hired by a campus with Foundation funding, is a SUNY or CUNY 
employee.  Therefore, the Foundation relies on the principal investigators (the CUNY 
employees responsible for direct oversight of grant projects), who have personal knowledge 
of the contractors they hire, to identify contractors who are SUNY or CUNY employees.  
Furthermore, in the guidance from August 2006, Foundation officials referenced the relevant 
sections of the Public Officers Law.  The guidance further directed grants officers and 
principal investigators to be conscious of the pertinent sections of the Public Officers Law 
and to comply with them when securing the services of independent contractors.   



- 4 - 
 

Recommendation 5 
 
Do not use Foundation funds to pay claims that have been denied payment with State funds by OSC. 
   
Status - Implemented 
 
Agency Action - Through its standard inquiry procedures, the Foundation attempts to avoid payment 

of claims which have been denied previously by OSC.  Further, pursuant to the August 2006 
guidance, Foundation officials will deny a requisition for a claim that was denied by OSC 
and direct the grant officer and/or principal investigator to revisit the matter with OSC.  The 
August 2006 guidance also directed CUNY officials to implement procedures to prevent the 
submission of OSC-denied claims to the Foundation.    

 
Recommendation 6 

 
Prior to paying invoices, require adequate supporting documentation of the products and services 
provided.  Supporting documentation should include properly prepared receiving copies of purchase 
orders or receiving reports, when appropriate.   
 
Status - Implemented 
 
Agency Action - In the August 2006 guidance, Foundation officials informed grant officers of their 

responsibility to obtain and prepare adequate supporting documentation (including receiving 
reports) for the claims they submit to the Foundation for payment.  Currently, the 
Foundation’s business office ensures that CUNY central office and campus officials provide 
adequate supporting documentation for claims before the Foundation pays them.  We found 
receiving reports for each of the eight purchases we reviewed for which receiving reports 
should have been prepared. 
 
Major contributors to this report were Bill Clynes, Donald Collins and Nisha Thomas. 
 
We thank the management and staff of the Research Foundation of the City University of 

New York for the courtesies and cooperation extended to our auditors during this process. 
 

Very truly yours, 
 
 
 

Brian E. Mason 
Audit Manager 

 
cc: Mr. Edward Kalaydjian (Research Foundation) 
 Mr. Jeffrey Lucks (Research Foundation)  
 Ms. Lisa Ng (Division of Budget) 
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