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Division of State Government Accountability

State of New York
Office of the State Comptroller

July 15, 2010

Mr. John C. Egan
Commissioner
Office of General Services
Corning Tower
Empire State Plaza
Albany, NY 12242

Dear Mr. Egan:

The Office of the State Comptroller is committed to helping State agencies, public authorities 
and local government agencies manage government resources efficiently and effectively and, 
by so doing, providing accountability for tax dollars spent to support government operations.  
The Comptroller oversees the fiscal affairs of State agencies, public authorities and local 
government agencies, as well as their compliance with relevant statutes and their observance 
of good business practices.  This fiscal oversight is accomplished, in part, through our audits, 
which identify opportunities for improving operations.  Audits can also identify strategies for 
reducing costs and strengthening controls that are intended to safeguard assets.

Following is a report of our audit of Interagency Consolidation of Administrative and Support 
Services.  This audit was performed pursuant to the State Comptroller’s authority under Article 
V, Section 1, of the State Constitution and Article II, Section 8, of the State Finance Law.

This audit’s results and recommendations are resources for you to use in effectively managing 
your operations and in meeting the expectations of taxpayers.  If you have any questions about 
this report, please feel free to contact us.

Respectfully submitted,

Office of the State Comptroller
Division of State Government Accountability

Authority Letter
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State of New York
Office of the State Comptroller

EXECUTIVE SUMMARY

Audit Objectives

The objectives of our audit were to determine whether the Office of General Services (OGS) 
is effective and efficient in performing selected administrative and support services for other 
agencies, and whether cost savings would increase if such services were provided to additional 
agencies.

Audit Results - Summary

OGS offers a wide array of centralized support services to State agencies and local governments.  
In addition, OGS is responsible for performing certain day-to-day administrative and/or 
support functions for smaller State agencies, in effect becoming those agencies’ finance office, 
human resources office, legal services office, and/or other specialized office.  In these instances, 
OGS is said to “host” the smaller agencies’ administrative and/or support functions.

As of October 2009, OGS was responsible for hosting administrative and support functions 
for 13 State agencies.  We examined OGS’s performance for ten of the agencies and found 
that overall OGS appeared to be effective, as seven of the ten agencies were satisfied with 
OGS’s performance.  One of the three remaining agencies was partially satisfied, another was 
dissatisfied, but was working with OGS to resolve the problems, and the third was dissatisfied 
with certain aspects of the hosting arrangement itself, rather than OGS’s performance of 
services under the arrangement.

We also found that there are clear efficiencies in the consolidation of these administrative and 
support services at OGS.  Freed from some of their administrative responsibilities, staff at the 
small hosted agencies are better able to focus on their core missions.  In addition, with the 
administrative responsibilities transferred to OGS, fewer staff in total are needed at the hosted 
agencies.  We conservatively estimate that, as a result of this reduction in the number of full-
time equivalent employees at the 13 hosted agencies, New York State is saving a net total of at 
least $716,900 a year in personal service costs through the hosting arrangements.

Because of the benefits of the hosting program, we recommend consideration be given to 
expanding the program to include more agencies.  Staff at the New York State Division of the 
Budget (DOB), which works with OGS in making hosting arrangements, believes the program 

Executive Summary
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should not be expanded because, in their opinion, such hosting arrangements are not beneficial 
for larger agencies.  However, in light of the State’s current fiscal difficulties and the pressing 
need for reductions in State expenditures, we recommend OGS work with DOB to identify 
opportunities for expanding the hosting program to mid-size State agencies.

In addition, there may also be opportunities to expand the consolidation effort in certain other 
service areas, such as information technology, by adopting a “shared services” approach.  In this 
approach, services are consolidated into a single stand-alone unit or agency.  Other government 
entities have adopted this approach for their information technology services and reported 
significant actual or expected savings, as well as other improvements.  We determined that, 
if New York State adopted a similar shared services approach for its information technology 
functions, and realized comparable savings, it could save between $31.5 million and $221.6 
million annually.  We recommend consideration be given to adopting such an approach in New 
York State.

OGS officials indicated they will continue to work with DOB, the Council on Shared Services, 
and the Office of  Taxpayer Accountability to explore additional opportunities to achieve 
savings for the State.

This report, dated July 15, 2010, is 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
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Introduction

The Office of General Services (OGS) was created in 1960 to provide 
essential services for the operation of New York State government.  It 
currently offers a wide array of centralized support services to State 
agencies, local governments, and not-for-profit agencies.  These services 
include the management and leasing of real property, designing and 
building of facilities, contracting for goods and services, and others.

OGS is also responsible for performing certain day-to-day administrative 
and/or support functions for smaller State agencies, in effect becoming 
those agencies’ finance office, human resources office, legal services 
office, and/or other specialized office.  In these instances, OGS is said to 
“host” the other agencies’ administrative and/or support functions.

To improve the efficiency and effectiveness of government operations, 
the New York State Division of the Budget (DOB) has been promoting 
such “hosting” arrangements.  While large multifaceted government 
agencies may be able to operate efficiently and effectively as stand-alone 
units, and perform their own administrative and support functions, small 
specialized agencies are less able to do so.  As the number of small and 
specialized agencies has increased, there has been increasing concern 
about possible administrative inefficiencies.  As a result, DOB has 
directed certain large agencies, such as OGS, to host the administrative 
and support functions for an increasing number of small agencies.

As of October 2009, OGS was responsible for hosting the following three 
types of administrative and support functions for the following 13 State 
agencies:

•	 Financial Administration (FA) functions, which include accounts 
payable, budgeting, travel-related, accounts receivable, payroll and 
purchasing.

•	 Human Resources (HR) functions, which include classification, 
staffing, labor relations, benefits administration, employee 
development, and records management.

•	 Specific Functions (SF), which include legal services, internal audit 
services, and information technology services.

Background

Introduction
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OGS treats each of the hosted entities as if it were a separate bureau 
within OGS.  Each of the functions supported by OGS is handled by 
the appropriate department within OGS (payroll, accounting, human 
resources, etc.).  Each entity approves its own transactions and then 
sends them to the appropriate OGS department for processing.

The objectives of our audit were to determine whether OGS is effective 
and efficient in hosting selected administrative and support services for 
other agencies, and whether cost savings would increase if such services 
were provided to additional agencies.  To accomplish our objectives, 
we selected ten hosted State agencies for review.  We interviewed 
human resources and financial administration officials at OGS.  We also 
interviewed officials at the ten State agencies.  Our audit period was 
January 1, 2006 through October 30, 2009.

In addition, we researched hosting and shared services arrangements at 
government entities in other states, New York City and other localities.  
We performed this research through the Internet and by consulting with 
the National Association of State Auditors, Comptrollers and Treasurers.  
We also worked with DOB to determine the history of hosting at OGS 
and any plans for future expansion of the program.

To estimate the possible cost savings to New York State from an expansion 
of existing shared services programs, we compared the projected 
and historical reported savings in three states (California, Texas and 
Michigan) and one county (Erie County, New York) to the entities’ total 

Audit Scope and 
Methodology

Agency FA HR SF 
Consumer Protection Board  X X X 
Office of Homeland Security X X X 
State Emergency Management Office  X X  
Division of Military and Naval Affairs    X 
Office for Technology  X  X 
Office for Technology Telecom X  X 
Office of Cyber Security and Critical Infrastructure Coordination X X  
Division of Alcoholic Beverage Control  X X X 
Division of Veterans’ Affairs  X X X 
Veterans’ Blind Annuities X   
Governor’s Office of Regulatory Reform X   
State Board of Elections X X  
State Commission of Investigation X X X 
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budgets, and applied the most conservative savings percentages to New 
York State’s budget for the 2009-10 fiscal year.

We conducted our performance audit in accordance with generally 
accepted government auditing standards.  Those standards require that 
we plan and perform the audit to obtain sufficient, appropriate evidence 
to provide a reasonable basis for our findings and conclusions based on 
our audit objectives.  We believe that the evidence obtained provides 
a reasonable basis for our findings and conclusions based on our audit 
objectives.

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.

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

A draft copy of this report was  provided to OGS officials for their review 
and comment.  Their comments were considered in preparing this report, 
and are included at the end of the report.

Within 90 days of the final release of this report, as required by Section 
170 of the Executive Law, the Commissioner of the Office of General 
Services 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 include Frank Houston, Al Kee, Greg 
Petschke, Lynn Freeman, Michele Krill and Dana Newhouse.

Authority

Contributors to 
the Report





                                     
Division of State Government Accountability    13

Audit Findings and Recommendations

We examined OGS’s performance in hosting administrative and support 
functions for the following ten State agencies:

•	 Consumer Protection Board

•	 Office of Homeland Security

•	 State Emergency Management Office

•	 Office for Technology

•	 Office for Technology Telecom

•	 Office of Cyber Security and Critical Infrastructure Coordination

•	 Division of Alcoholic Beverage Control

•	 Division of Veterans’ Affairs

•	 Governor’s Office of Regulatory Reform

•	 Board of Elections

We found that, on balance, OGS appeared to be effective in its performance 
of these services, as seven of the ten agencies indicated that they were 
satisfied with OGS’s performance.  One of the three remaining agencies 
was partially satisfied, another was dissatisfied, but was working with 
OGS to resolve the problems, and the third was dissatisfied with certain 
aspects of the hosting arrangement itself, rather than OGS’s performance 
of services under the arrangement.

We also found that there are clear efficiencies in the consolidation of 
these administrative and support services at OGS.  Freed from some of 
their administrative responsibilities, staff at the hosted agencies are better 
able to focus on their core missions.  In addition, with the administrative 
responsibilities transferred to OGS, fewer staff in total are needed at 
the hosted agencies.  We conservatively estimate that, as a result of this 
reduction in the number of full-time equivalent employees at the 13 
hosted agencies, New York State is saving a net total of at least $716,900 
a year in personal service costs through the hosting arrangements.

Effectiveness

We interviewed officials at 10 of the 13 hosted agencies to determine 
whether they were satisfied with OGS’s performance.  Officials at seven 

Performance of 
OGS

Audit Findings and Recommendations
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of the ten agencies stated that they were moderately to very happy with 
the hosting arrangement and saw little or no difference from when they 
administered these services themselves.

However, officials at the other three agencies (Division of Alcoholic 
Beverage Control, Office of Homeland Security, and State Emergency 
Management Office) were dissatisfied with some aspect of the hosting 
arrangement, as follows:

•	 Officials at the Division of Alcoholic Beverage Control were dissatisfied 
because some of their staff were transferred to OGS when the hosting 
arrangement was initiated.  They believe they were left with the front-
end work of reviewing and approving transactions with insufficient 
staff to perform this work.  They are currently working with DOB to 
remedy the situation.

•	 The Office of Homeland Security receives a large amount of grant 
and federal funding, and its Director believes that, because OGS does 
not have sufficient experience with this type of funding, the Office of 
Homeland Security still has to perform much of the procurement and 
invoice-related functions.  However, the Office of Homeland Security 
has not elected to withdraw from the hosting arrangement, as it is 
allowed to do.  It continues to receive these services from OGS and is 
attempting to work out the problems. 

•	 The State Emergency Management Office also receives a large amount 
of grant and federal funding, and its officials indicated that they had 
the same types of problems as the Office of Homeland Security with 
OGS’s financial administration services.  Because of these problems, 
they elected to stop receiving financial administration services (except 
payroll) from OGS in late 2006.  They have been satisfied with OGS’s 
human resources services and continue to receive these services from 
OGS, as well.

OGS officials acknowledge that they have little experience with grants.  
However, they believe they can provide adequate administrative support 
in this area.  In their opinion, grant funding presents a unique set of 
circumstances.  The agencies receiving this funding have their own grant 
management staff to monitor all phases of grant requirements, and OGS 
officials believe the agencies are hesitant to give up control of any part of 
the process.
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Efficiency

According to DOB officials, the hosting program was expected to increase 
the hosted agencies’ efficiency and effectiveness by freeing their staff 
from administrative responsibilities and allowing them to concentrate on 
their core missions.  At the ten agencies we examined, we found that this 
goal has been achieved.

We also identified an additional efficiency in the hosting program: 
with the administrative duties transferred to OGS, fewer staff in total 
are needed at the hosted agencies.  Some of the agencies actually have 
fewer staff because of the transfer of administrative duties, while others 
would need additional staff to perform these duties if they were not being 
performed by OGS.  Since neither OGS nor DOB is tracking these cost 
savings, we attempted to quantify the savings.  We estimate that, because 
of the hosting program, the 13 agencies hosted by OGS have experienced 
a net reduction of about nine full-time equivalent employees (net of the 
employees transferred to OGS from the Division of Alcoholic Beverage 
Control).

We conservatively estimate that, as a result of this net reduction in 
the number of employees at the 13 hosted agencies, New York State is 
saving at least $716,900 a year in employee salaries and related fringe 
benefit costs.  Because of these savings and because of the other gains 
in efficiency and effectiveness, we recommend consideration be given to 
expanding the hosting program to include more agencies.

According to DOB staff, the program should not be expanded, because 
they believe it already includes all the agencies that would benefit from 
hosting.  In their opinion, the larger agencies (i.e., those with more than 
100 employees) are not good candidates for hosting and the smaller 
agencies (those with fewer than 100 employees) are either hosted already 
or not suitable for hosting.  A total of 21 agencies with fewer than 100 
employees are not hosted by OGS, and DOB officials noted that it would 
not be beneficial for these agencies to be hosted by OGS for the following 
reasons:

•	 Twelve of these agencies are already hosted by larger agencies in the 
same program area.  For example, the Division of Criminal Justice 
Services hosts certain administrative functions for three criminal 
justice agencies: the Office for the Prevention of Domestic Violence; 
the Division of Probation and Correctional Alternatives; and the 
Crime Victims Compensation Board.
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•	 Eight of these agencies cannot be hosted due to the nature of their 
work.  For example, several of these agencies perform tasks whose 
confidentiality is more important than the savings that could be 
realized through hosting.  These agencies include the Interest on 
Lawyers Account; the Public Employees Relations Board; and the 
State Inspector General’s Office.

•	 One agency, the Governor’s Office of Employee Relations, already 
hosts other groups, such as the Deferred Compensation Plan and 
several agency labor management committees.

We acknowledge that there are limitations on the extent to which 
administrative and support services can be consolidated at New York State 
agencies.  However, in light of the State’s current f﻿iscal difficulties and the 
pressing need for reductions in State expenditures, we recommend OGS 
officials work with DOB officials to identify opportunities for expanding 
the hosting program to mid-sized State agencies to the extent possible.

1.	 Work with DOB to identify opportunities for expanding the hosting 
program to mid-size State agencies, and expand the program to such 
agencies to the extent possible.

In the OGS hosting program, New York State has consolidated some of 
the administrative and support services of some of its smaller agencies, 
and as a result, realized measurable savings.  As was previously noted, 
there may be opportunities to include larger agencies in this consolidation 
effort, and thereby realize additional savings.  In addition, there may also 
be opportunities to expand the consolidation effort in certain service 
areas, such as information technology.  Such an expansion could result in 
significant cost savings.

This kind of expansion is called “shared services.”  The most common 
definition of shared services is the concentration or consolidation of 
functions, activities, services or resources into one stand-alone unit.  
Typically, government entities that have taken the “shared services” 
approach to service consolidation have started with information 
technology and used that experience as a basis for sharing other services.

We reviewed the reported successes of three state governments 
(Michigan, California and Texas) and one county government (Erie 
County in western New York) in using the shared services approach.  The 
four entities have reported either actual or expected savings, as well as 
other improvements, as follows:

Recommendation

Shared Services 
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•	 Michigan reported that, in 2001, it began using the shared services 
approach for the information technology function in its executive 
branch agencies, as it centralized all information technology 
personnel, equipment, and activities in a single agency.  Michigan 
reported that it realized about $100 million in savings from this 
project over a six-year period, while maintaining or increasing service 
levels.  For example, state information technology staff was reduced 
from 2,064 to 1,762 (15 percent) and contractors were reduced from 
1,764 to 469 (64 percent).  In addition, the number of data centers in 
the state was reduced from 38 to three, and hardware maintenance 
costs were reduced by $403,000 a year through the elimination of 
310 servers (more than 50 percent of the inventory).  This reduction 
in hardware reportedly enabled the support staff to focus on higher 
priority systems instead of facilities or aging infrastructure.

•	 California reported that it began switching to a shared services 
approach for information technology services in 2009.  Its plan calls 
for the creation of a new agency that will be responsible for all of the 
state’s data centers, telecommunications, and e-mail systems.  The 
new agency will oversee all information technology procurement 
and will be responsible for a major overhaul of the state’s information 
technology infrastructure.  According to published reports, 
California officials expect to save $1.5 billion over five years through 
the implementation of this plan.

•	 Texas hired a private firm (IBM) in 2007 to provide data center and 
disaster recovery services for 27 state agencies.  Under the seven-
year contract, 31 independent state data centers were replaced by two 
contractor-operated facilities.  At the time the contract was signed, 
Texas officials estimated the arrangement would save more than $159 
million over the life of the contract.  According to published reports, 
during the first two years of the contract, Texas realized savings of 
$11 million.

•	 Erie County established a shared services program for its local 
governments’ information technology services in 2005.  According to 
published statements, the program is expected to save a total of about 
$245 million over five years (an average of $49 million annually).

New York State created the Office for Technology (OFT) in 1997 to serve 
as the State’s information technology center.  OFT provides statewide 
technology direction and centralized technology policies and services to 
New York State agencies.  However, OFT is different than the shared 
services models of Michigan and California, because agency use of OFT’s 
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services is optional.  At present, less than half of 60 state offices and 
agencies use some or all of OFT’s information technology services.

We determined that the four entities have reportedly realized, or 
expect to realize, savings of between .06 and .40 percent of each entity’s 
respective general fund budget.  If New York State changed its approach 
for information technology services to the fully shared models above 
and realized comparable savings, it could save between $31.5 million 
and $221.6 million annually.  We recommend consideration be given to 
adopting such an approach in New York State.

DOB officials told us that they have been researching the shared 
services approach for several years.  In addition, the Council on Shared 
Services (co-chaired by the Director of DOB) and the Office of Taxpayer 
Accountability, which were created by the Governor’s Office in June 2009, 
have begun planning for the consolidation of the State’s information 
technology functions, but so far no stand-alone specialized units have 
been created.

2.	 Work with DOB, the Council on Shared Services, and the Office 
of Taxpayer Accountability to identify opportunities for the shared 
services approach in New York State government and OGS’s role in 
such an approach, either for information technology or other support 
services.

(OGS officials indicated that for the past year the Office of Taxpayer 
Accountability has been making significant strides in transforming 
the way the State does business, with specific focus and attention on 
the consolidation and sharing of services in six key areas: strategic 
sourcing, human resources, technology, customer services, asset 
management and financial management.  OGS officials state they will 
continue to work with DOB, the Council on Shared Services, and the 
Office of Taxpayer Accountability to explore additional opportunities 
to achieve savings for the State.)

Recommendation
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Agency Comments

Agency Comments
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