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AUDIT OBJECTIVE 
 
Our objective was to determine whether the 
Roosevelt Island Operating Corporation 
(Corporation) has established adequate 
controls over equipment and vehicles. 
 

AUDIT RESULTS - SUMMARY 
 
We determined the Corporation has not 
established an adequate control environment 
over equipment and vehicles.  According to 
its financial statements, the Corporation 
owned equipment and vehicles whose total 
historical cost was $4.9 million as of March 
31, 2007.  We selected a judgmental sample 
of invoices that included the purchase of 126 
equipment items costing about $2.6 million. 
We were able to locate all 126 items on the 
Corporation’s premises.  We also selected a 
sample of 52 computer items from the 
inventory records and, for the most part, were 
able to locate these items.  However, we 
found the Corporation’s oversight was 
insufficient to control other equipment items 
adequately, as follows.  
 
We determined the Corporation’s equipment 
inventory records were outdated and 
incomplete.  The Corporation’s general list of 
equipment contained more than 200 items 
totaling $1.1 million categorized as “not in 
use.”  The list should not have included these 
items because they reportedly had been 
disposed of.  The equipment list also included 
items that were neither equipment nor 
vehicles, including a $1.2-million house 
renovation.  In addition, this equipment list 
did not include the serial numbers for 58 of 
220 items reportedly in use, thereby making it 
difficult to match the recorded items with the 
actual equipment on hand.  We also identified 
several equipment items on the Corporation’s 
premises that were not recorded on the 
inventory records. 
 

Corporation officials have not placed a high-
enough priority on equipment controls.  They 
have not taken periodic physical inventories 
to account for their equipment and to update 
their records.  We also found that Corporation 
policies did not provide sufficient guidance to 
staff on how to maintain proper controls and 
records for equipment. 
 
According to New York State Department of 
Motor Vehicle records, the Corporation 
owned 27 licensed vehicles as of November 
30, 2006.  While Corporation officials told us 
they no longer owned two of these vehicles, 
we found inadequate proof of their ultimate 
disposition.  We found the Corporation had 
established written policies governing the use 
of public safety vehicles.  These policies 
prohibit passengers who are not on official 
business and require drivers to record the 
details of their vehicle use, including time of 
departure and return as well as destination.  
However, it was not until our audit that the 
Corporation established similar policies for its 
maintenance and administrative services 
vehicles - some of which have no Corporation 
logos on the exterior and are therefore more 
susceptible to personal use.  In addition, the 
Corporation has its own facility for fueling its 
vehicles.  However, the Corporation does not 
collect adequate data to monitor fuel 
consumption, and was not adequately tracking 
the use of fuel.  
 
As our audit progressed, Corporation officials 
were proactive in addressing many of our 
concerns.  They said they agree that a 
physical inventory count is essential to 
maintaining accurate equipment records, and 
said they plan to perform periodic equipment 
counts.  They also stated that they are putting 
in place a new asset-tracking system in which 
bar code labels will be attached to each 
equipment item and a handheld scanner will 
be used to record asset movement. 
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Our report contains seven recommendations 
to improve controls over equipment and 
vehicles. Corporation officials generally agree 
with our recommendations and are taking 
steps to implement changes. 
 
This report, dated May 22, 2008, 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 
 

BACKGROUND 
 
The Roosevelt Island Operating Corporation 
(Corporation) was created by the New York 
State Legislature in 1984 as a public benefit 
corporation charged with maintaining, 
operating, and developing Roosevelt Island. 
This 147-acre island is in the East River 
between Manhattan and Queens in New York 
City. Roosevelt Island is home to more than 
12,000 residents. The State of New York 
holds a 99-year lease on this land, which will 
expire in 2068, after which ownership will 
revert to the City of New York. 
 
The Corporation provides security services, 
performs snow removal, repairs the streets 
and sidewalks, and maintains the common 
grounds on Roosevelt Island. It also operates 
a fleet of buses that provide local 
transportation for a nominal fee. The 
Corporation has a staff of approximately 100 
employees. The Corporation receives 
revenues from such sources as commercial 
space leases, parking fees, bus and aerial 
tramway fares, as well as fees from housing 
companies that operate both rental and 
cooperative apartments on Roosevelt Island.  
According to the Corporation’s financial 
statements for the fiscal year ended March 31, 

2007, revenues exceeded expenses by $3.4 
million.  
 
The Corporation owns various types of office 
and maintenance equipment, and maintains a 
fleet of vehicles used for security, 
maintenance, and administrative purposes. 
According to its financial statements, the 
Corporation owned equipment and vehicles 
whose total historical cost was $4.9 million as 
of March 31, 2007. 
 

AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Equipment Records 

 
The Public Authorities Law (Law) requires 
that public benefit corporations establish and 
maintain an internal control system and a 
program of internal control review. An 
internal control system should safeguard 
agency assets, ensure the accuracy and 
reliability of financial reporting, and promote 
the effectiveness and efficiency of operations. 
The Law refers specifically to personal 
property valued at more than $5,000. In 
addition, the Law requires public benefit 
corporations to prepare complete and detailed 
reports of their assets and liabilities. 
 
Accurate, up-to-date inventory records are 
fundamental to a good system of internal 
control over equipment.  Such records should 
include, among other things, an adequate 
description of the equipment, an identifying 
number, a location, and the name of the 
employee assigned the equipment.  In 
addition, an agency should have adequate 
policies and procedures for maintaining its 
inventory records and for safeguarding its 
assets.  
 
Corporation officials told us that their practice 
is to place equipment items valued at $1,000 
or more under inventory control.  The 
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Corporation has an equipment inventory 
consisting of hundreds of items with a value 
of less than $5,000.  Some of these are 
susceptible to theft (such as computers and 
other valuable types of equipment).  
Therefore, it is a prudent practice to maintain 
inventory control over such types of 
equipment, even though they may be under 
the $5,000 threshold specified by Law.   
 
The Corporation’s inventory records consist 
of a 17-page general list of office and 
maintenance equipment as well as vehicles. 
This list contains more than 500 items.  In 
addition, separate inventory lists are kept for 
information technology (IT) equipment. 
 
We reviewed the general list as of January 16, 
2007, and identified the following exceptions: 
 

• The list contained more than 200 
items, totaling $1.1 million, that were 
recorded as "not in use.”  The list 
should not have included these items 
because they reportedly had been 
disposed of.  The list also included 
other items that were designated as 
being both "in use" and "not in use," 
as well as other items with neither 
status designated.  The equipment list 
also included items that were neither 
equipment nor vehicles, including a 
$1.2-million house renovation. 

 

• The list did not provide sufficient, 
identifying information for many 
equipment items.  For example, serial 
numbers were not reported for 58 
items that were reportedly still in use. 
These items include a snow plow 
purchased in January 2002 for $2,990, 
radios purchased in September 2004 
for $11,138, and a snow blower 
purchased in January 2006 for $1,900. 
Without serial numbers, it is difficult 

to match the items on the list with the 
actual equipment on hand. 

 

• The list included 25 items that were 
reportedly in use, while other 
Corporation records indicate these 
items had been disposed of prior to 
December 2004. 

 

• The list did not indicate the names of 
the various employees who had 
custody of the equipment items. 

 
We also reviewed the Corporation’s inventory 
lists of IT equipment.  One list contained 114 
items, such as desktops, laptops, and 
monitors.  We selected a judgmental sample 
of 43 items, but could not locate 2 desktops. 
Another IT list contained 18 printers.  We 
selected a judgmental sample of nine printers 
and located each item, although two of the 
printers were at locations different from the 
ones indicated on the list. 
 
To determine whether recent equipment 
purchases were included on the Corporation’s 
inventory records, we selected a judgmental 
sample of 30 invoices during the period April 
1, 2005, through February 28, 2007, which, 
based on the vendor’s name, appeared to be 
equipment purchases.  These invoices 
included 126 equipment items costing about 
$2.6 million.  They were selected from a 
population of vendor payments totaling $22.5 
million.  In April 2007, we observed all 126 
items on the Corporation’s premises. 
However, seven items, each costing more 
than $1,000, were not recorded on any 
equipment listing. One such item was a work 
platform purchased for $5,975 in May 2006.   
 
To determine if equipment items on the 
Corporation’s premises were recorded on the 
inventory lists, we selected at random a 
sample of 49 items that we observed on April 
13, 2007, and April 17, 2007.  We found that 
five items were not recorded on any list. 
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These items included gum-removing 
equipment that had been purchased in June 
2006 for $7,100, a refrigerator, two 
computers, and a leaf blower. 
 
We conclude the Corporation needs to place a 
higher priority on equipment controls. For 
example, Corporation officials informed us 
that they have not taken periodic physical 
inventories.  They indicated that they only 
began taking physical counts in August 2006, 
and could not provide us with the results of 
the counts reportedly taken. 
 
In addition, the Corporation did not have 
adequate policies and procedures for 
maintaining control over equipment.  The 
Corporation’s written equipment policy 
consisted of a copy of the requirements 
contained in the Law. However, there were no 
written procedures defining the specific 
control techniques employees are to use to 
comply with that policy.  For example, the 
Corporation’s policy calls for complete 
records of all acquisitions and disposals. 
However, there is no corresponding written 
procedure to describe the specific information 
that should be recorded, such as equipment 
serial numbers; who should record this 
information; or where the information should 
be recorded.  There also is no formal policy to 
cover items valued at $5,000 or less. Of the 
220 items reportedly in use on the general list, 
113 are recorded as having cost less than 
$5,000. Furthermore, the majority of 
computer and printer purchases are recorded 
as having cost less than $5,000.  In response 
to our findings, Corporation officials 
indicated that equipment control procedures 
will be extended to all valued assets. 
 
Prior audits by the Office of the State 
Comptroller issued in 1998 and 2003 
identified similar weaknesses in equipment 
controls.  In addition, on May 5, 2006, the 
Corporation’s certified public accounting firm 

reported to the Corporation’s Board of 
Directors that management was not 
maintaining updated property and equipment 
records.  
 
Corporation officials responded that, as a 
result of our findings, they have put into place 
a new asset-tracking system.  Bar code labels 
will be attached to each equipment item and a 
hand-held scanner will be used to record asset 
movement. They demonstrated certain 
preliminary aspects of the system to us in 
November 2007. Furthermore, they agreed 
that a physical inventory count is essential to 
maintaining accurate equipment records and 
said they plan to perform periodic equipment 
counts.   
 
The lack of accurate equipment records may 
have contributed to the following 
circumstances relating to the reporting of 
equipment and vehicles on the Corporation’s 
financial statements:  
 

• During the year ended March 31, 
2007, the Corporation removed from 
its financial statements equipment and 
vehicle assets that had cost $2.4 
million.  We found this amount 
included 137 equipment and vehicle 
items, totaling about $415,000, that 
had been disposed of prior to 
December 31, 2004. Therefore, the 
Corporation’s financial statements for 
the years ended March 31, 2005, and 
March 31, 2006, were not accurate. 

 

• The March 31, 2006, financial 
statements also indicated that 
machinery and equipment assets had 
increased by $3 million during the 
previous year.  When we requested 
supporting schedules for that number, 
Corporation officials provided a 
schedule supporting an increase of just 
$2.5 million. Corporation officials 
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explained that the $0.5-million 
difference was due to an error on a 
prior period’s statement. 

 
It is important for public benefit corporations 
to report their financial activity accurately, as 
required by Law, since such information may 
be used by public officials and other 
interested parties. 
 

Recommendations 
 
1. Ensure that equipment inventory records 

are accurate, complete, and up-to-date. 
 
 (Corporation officials responded that, to 

comply with this recommendation, they 
have purchased and begun utilizing asset 
tracking software. They report that, as of 
April 29, 2008, barcode labels have been 
affixed to 2,506 equipment items.) 

 
2. Perform periodic equipment counts, and 

document the results. 
 
 (Corporation officials responded that their 

policy is to do physical counts quarterly. 
A computer-generated report will be 
prepared showing the date and time the 
asset was counted.) 

 
3. Establish equipment control policies and 

procedures that are consistent with both 
the Law and the practices the Corporation 
is committed to follow, and monitor 
adherence to those policies and 
procedures. 

 
 (Corporation officials responded that they 

are committed to following and 
monitoring adherence to both the Public 
Authorities Law and the Corporation’s 
policies and procedures.) 

 

4. Ensure that the Corporation’s financial 
statements reflect financial activities 
accurately. 

 (Corporation officials responded that their 
financial statements accurately reflect 
RIOC’s financial position, adding that, for 
the fiscal year 2006-07, RIOC’s external 
auditors stated that their financial report 
conforms with accounting principles 
generally accepted in the United States of 
America.) 

 
 Auditor’s Comment: The inaccuracies we 

reported on relate to the Corporation’s 
financial statements from a prior period.   

 
Corporation Vehicles 

 
According to New York State Department of 
Motor Vehicle (DMV) records, the 
Corporation owned 27 licensed vehicles as of 
November 30, 2006. These included 
passenger automobiles, busses that provide 
local transportation for Roosevelt Island 
residents, and maintenance vehicles.  
 
While Corporation officials told us they no 
longer own two of the vehicles, we found 
inadequate proof of their ultimate disposition. 
 

• Officials stated that a 1996 Ford was 
destroyed in a fire on July 22, 2005. 
They provided us with a Roosevelt 
Island Public Safety Department 
incident report for a car fire to show 
the disposition of this vehicle.  
However, because the report did not 
include the vehicle’s license plate 
number, vehicle identification number, 
or year, we cannot conclude with 
certainty that the report refers to the 
Corporation’s 1996 Ford. After we 
questioned officials about this vehicle, 
the license plates assigned to it were 
returned to DMV in June 2007. 
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• Corporation officials state that a 2000 
Ford was scrapped prior to 2005. They 
did not provide any documentation 
relating to this disposal.  The license 
plates for this vehicle are still 
outstanding. 

 
We reviewed the controls in place over the 
use of Corporation vehicles.  We found that 
written policies exist for vehicles used by the 
public safety officers. These policies require, 
among other things, that the drivers make log 
entries indicating the condition of the vehicle, 
time of departure, destination, and time of 
return.  In addition, these vehicles may not 
leave Roosevelt Island without approval; and 
no passengers are allowed except for official 
business.  However, until May 2007, after our 
audit had begun, the Corporation had not 
established a written policy covering the 
vehicles used for maintenance and 
administrative services. Some of these 
vehicles have no Corporation logos on the 
exterior or other identifying information and 
are, therefore, more susceptible to personal 
use. 
 
In addition, Roosevelt Island has a fueling 
facility for use by Corporation vehicles. To 
activate a fuel pump, an authorized employee 
is required to insert the vehicle’s fuel usage 
key and enter an employee code. The 
vehicle’s odometer reading can also be 
entered into the pump, but it is not required 
for purposes of activating the pump.  
 
We found the Corporation does not collect 
adequate data to monitor fuel consumption, 
and was not adequately tracking the use of 
fuel.  We requested the vehicle fuel usage 
report for December 2006, which lists, by 
vehicle, the date and amount of fuel pumped 
as well as any odometer readings entered.  
This fuel report is incomplete and not useful 
as a monitoring tool.  For example, odometer 
readings were frequently not indicated.  

About 4,200 gallons of Corporation fuel were 
pumped during December. We found 
odometer readings were recorded for just 99 
of the 213 times the pumps were used during 
that month.  In addition, the Corporation owns 
two jeeps, but just one is assigned a fuel 
usage key; as a result, the other jeep’s fuel 
usage was not listed on the report and cannot 
be tracked. The lack of information on vehicle 
mileage makes it difficult to determine 
whether the amount of fuel pumped is 
consistent with a vehicle’s use.  
 
Although the Corporation purchased 
surveillance cameras in July 2006 for the area 
outside the fueling facility, we found that the 
cameras monitoring the pumps were not 
installed until May 2007, after our audit had 
begun. 

 
Recommendations 

 
5. Maintain adequate records of vehicle 

dispositions. 
 
 (Corporation officials responded that they 

have established policies and procedures 
for maintaining records of vehicle 
dispositions.) 

 
6. Ensure that license plates are returned to 

the New York State Department of Motor 
Vehicles for all vehicles no longer in use. 

 
 Corporation officials responded that they 

have adopted policies and procedures for 
the removal and return of license plates to 
the New York State Department of Motor 
Vehicles.) 

 
7. Establish adequate controls over fuel use 

by all Corporation vehicles. 
 
 (Corporation officials responded that, as 

of April 1, 2008, they have software in 
place to monitor fuel usage for 
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Corporation vehicles. Their response 
included a test version of a fuel usage 
report.) 
 

AUDIT SCOPE AND METHODOLOGY 
 
We conducted our performance audit in 
accordance with generally accepted 
government auditing standards. We audited 
the Corporation’s controls over equipment 
and vehicles for the period April 1, 2005, 
through May 31, 2007. To accomplish our 
objective, we reviewed the Corporation’s 
written policies and procedures. We also 
examined equipment listings, purchase orders, 
invoices, and vehicle logs. We also physically 
observed equipment and vehicles and 
interviewed Corporation officials.  
 
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 
 
This audit was performed pursuant to the 
State Comptroller’s authority as set forth in 
Article X, Section 5, of the State Constitution. 
 

REPORTING REQUIREMENTS 
 
Draft copies of this report were provided to 
Corporation officials for their review and 
comment. We considered their comments in 
preparing this report.  A copy of the 
Corporation’s response is included as 
Appendix A.   
 
Within 90 days of the final release of this 
report, as required by Section 170 of the 
Executive Law, the Chairman of the 
Roosevelt Island Operating Corporation shall 
report to the Governor, the State Comptroller, 
and the leaders of the Legislature and its 
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 
Frank Houston, Cindi Frieder, Gene 
Brenenson, Alina Mattie, Dino Jean-Pierre, 
Mary McManus, Feifei Pei, and Paul 
Bachman. 
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APPENDIX A - AUDITEE RESPONSE 
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