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Executive Summary
Purpose
To determine if Empire State Development (ESD) monitors the effectiveness of its international 
offices and manages payments to foreign representatives to ensure they are made only for 
authorized contract purposes. Our audit scope period was April 1, 2010 through October 17, 
2012.

Background
ESD’s International Division is responsible for promoting international trade and investment 
initiatives to improve global competitiveness for New York State companies. The International 
Division helps businesses increase exports and expand visibility of their business in the global 
marketplace; and develops and maintains a network of partners worldwide to attract foreign 
direct investment and create jobs for New Yorkers. This is accomplished through contracts with 
foreign representatives who assist businesses in these activities. Between April 1, 2010 and 
March 31, 2012 ESD paid its foreign representatives $2.7 million to manage ten international 
offices.  ESD has recently scaled back its international presence and closed offices in Australia, 
Brazil, Chile, China, Mexico and Turkey. ESD still has foreign representatives operating in Canada, 
Israel, South Africa and the United Kingdom.

Key Findings 
•	ESD does not have an appropriate performance monitoring system in place to evaluate foreign 

representatives’ activities against contract requirements.  Instead, performance reporting and 
monitoring efforts appeared to be informal and ad-hoc at best throughout most of the audit 
period.  Lack of more rigorous performance monitoring may have contributed to poor results 
from certain international offices. ESD has recently implemented a new system called the Client 
Resource Management System to assist in the monitoring of these contracts. 

•	ESD has made significant improvements in managing payments to foreign representatives and 
correcting deficiencies found in a 2011 OSC review of payments. These improvements include 
requiring adequate documentation, such as bank statements and vendor invoices, to support 
the expenses claimed by the foreign representatives. 

Key Recommendations
•	Monitor international office contracts to ensure that international offices are meeting contract 

requirements and are operating to benefit New York companies and New York State economy. 
•	Ensure that foreign representatives are only reimbursed for actual and necessary expenses 

incurred in the operation of international offices.

Other Related Audits / Reports of Interest
Empire State Development Corporation: Personal and Miscellaneous Services Contracts (2009-S-
62)
Empire State Development Corporation: Funding Commitments for Economic Development 
Projects (2008-S-162)

http://osc.state.ny.us/audits/allaudits/093010/09s62.pdf
http://osc.state.ny.us/audits/allaudits/093010/09s62.pdf
http://osc.state.ny.us/audits/allaudits/093010/08s162.pdf
http://osc.state.ny.us/audits/allaudits/093010/08s162.pdf
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State of New York
Office of the State Comptroller 

Division of State Government Accountability

June 28, 2013

Kenneth Adams
President & CEO of Empire State Development and 
Commissioner of the Department of Economic Development 
633 Third Avenue
New York, NY 10017

Dear Commissioner Adams:

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 the Empire State Development entitled Oversight of 
International Offices. This audit was performed according to the State Comptroller’s authority 
under Article X, Section 5 of the State Constitution and Section 6278 (3) of McKinney’s New York 
State Unconsolidated Laws.

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
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State Government Accountability Contact Information:
Audit Director:  John Buyce
Phone: (518) 474-3271 
Email: StateGovernmentAccountability@osc.state.ny.us
Address:

Office of the State Comptroller 
Division of State Government Accountability 
110 State Street, 11th Floor 
Albany, NY 12236

This report is also available on our website at: www.osc.state.ny.us 
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Background
Under the State’s Economic Development Law, Empire State Development (ESD) is charged with 
encouraging and developing commerce with foreign countries by promoting international trade 
and investment initiatives to improve global competitiveness for New York State companies.  To 
carry out this responsibility, ESD’s International Division contracts with foreign representatives 
who operate foreign offices to provide services that assist New York State businesses to develop 
or expand export sales; and to attract foreign direct investments to create jobs in New York.  The 
broad goals of ESD’s international presence are to:

•	help New York State companies increase exports and expand visibility of their business in 
the global marketplace;

•	develop and maintain a network of partners worldwide to attract foreign direct investment 
and create jobs for New Yorkers; and

•	simplify the process of international trade from New York State. 

Foreign offices assist businesses in finding sales agents and distributors to enter or expand their 
sales in foreign markets and provide guidance on issues ranging from market viability to local laws 
and related product adaptation, modification or compliance. In addition, foreign representatives 
are required to administer trade events and develop investment targets.  These efforts generally 
focus on five New York industry clusters: 

•	Clean Technology
•	Education
•	Financial Services
•	Information and Nanotechnology 
•	Life Sciences and Biotechnology 

ESD also contracts with the Council of Great Lakes Governors; a partnership of the governors 
of the eight Great Lakes States that facilitates economic growth in the Great Lakes region. The 
partnership has global interest in multiple foreign countries, but currently is only promoting and 
facilitating trade opportunities in South Africa. 

In 2011, OSC’s Bureau of State Expenditures examined payments made by ESD to several of its 
foreign representatives.  That review made recommendations to address deficiencies in ESD’s 
payment processes and the quality of the documentation retained by ESD in support of the 
payments, which raised questions about whether the expenses were necessary and appropriate.

Between April 1, 2010 and March 31, 2012, ESD paid $2.7 million to seven foreign representatives 
for costs associated with operating ten international offices. Due to budget constraints and 
economic conditions, ESD has more recently scaled back its international presence and closed 
offices in Mexico, Turkey and China; along with three offices in Australia, Brazil and Chile that had 
been operated through the Council of Great Lakes Governors.  ESD still has foreign representatives 
operating in the United Kingdom, Canada, Israel and South Africa.
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Audit Findings and Recommendations
Our audit found adequate documentation available to support payments made to ESD’s foreign 
representatives, indicating that significant improvements have been made to address the fiscal 
deficiencies identified by our Bureau of State Expenditures’ earlier review in 2011. However, ESD’s 
International Division still needs to continue to improve its monitoring of foreign representatives’ 
activities to ensure they are meeting established contract performance standards and contributing 
positively to New York State’s economy. 

ESD Management Needs to Improve Monitoring of Foreign 
Representatives

ESD does not have an appropriate performance monitoring system in place to evaluate foreign 
representatives’ activities against contract requirements.  Instead, performance reporting and 
monitoring efforts appeared to be informal and ad-hoc at best throughout most of the audit 
period.  Although ESD provided us with some information about specific international trade 
and investment successes, the information only spanned the most recent year.  Furthermore, 
the information included data on performance standards that were inconsistent with contract 
requirements and appeared to have been created in response to our audit and other requests for 
information.  More specifically:

•	When asked to provide support for monitoring efforts, International Division officials 
directed us to their Trade and Foreign Direct Investment Report Card (FDI Report Card), 
which consists of a spreadsheet listing out the international offices, their expected 
contract performance measures (such as projected export sales) and their actual trade 
and investment results. However, our analysis found the spreadsheet only included data 
for the 2010-2011 fiscal year and the expected results did not coincide with performance 
measures specified in the corresponding contracts. Even with these limitations, it was 
clear that some offices did not meet expected results, while others had very little results 
recorded at all. For example, the Toronto office had projected export sales of $1.2 million, 
but only reported $175,000 in actual export sales. At the same time, the Turkey office 
reported no export sales whatsoever. The wide disparities call into question whether the 
FDI Report Card had actually been used to monitor foreign representatives’ performance 
or for any related decision making. 

•	We also asked ESD to provide any internal management reports that had been created to 
document monitoring efforts, but were informed that such reports were discontinued in 
late 2007 at the request of management and replaced by the FDI Report Card. 

•	Another document supplied to us outlining the International Division’s 2011 
accomplishments appears to have been created specifically for our audit and, similar to 
the FDI Report Card, only includes major successes for a one-year period. Our review found 
that a former executive manager, who was responsible for oversight of the International 
Division at the time our audit began, contacted the international offices at about the same 
time ESD was notified of our audit. These contacts resulted in some of the international 
offices spontaneously self-reporting their recent accomplishments.  We view this as an 
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indication that the International Division did not have performance information readily 
available for its own use and was not actively monitoring their foreign representatives’ 
performance. 

We found the lack of monitoring extends not only to individual foreign offices, but to entire 
programs as well.  For example, ESD’s Export Marketing Assistance Service is a program that helps 
New York State businesses find foreign sales agents and distributors.  As part of this program, 
foreign representatives provide market-specific local intelligence and identify the best possible 
parties to represent businesses’ sales interests. We found that businesses applying for this 
service were not being actively tracked, with program applications spread across several of ESD’s 
regional offices. Division management had no system in place to monitor program activity, to 
track outcomes experienced by businesses that used this program, or even to inquire whether or 
not these firms were successful in meeting their exporting goals. 

Formal monitoring systems are an important means for management to acquire performance data 
on a regular basis, which can then be compared with contract requirements.  Management can 
use this information to identify contractors who are meeting or exceeding contract requirements, 
as well as those that are not.  Performance measurement also creates an opportunity for 
management to provide additional monitoring, support and outreach during the life of the 
contract, thereby allowing programs the greatest likelihood of achieving their desired results and 
increasing economic activity in the State.  

Performance data can also be useful to provide additional assurance when making contract 
payments, awarding future contracts and identifying international markets to exit or enter.  
However, during our audit, Division officials were unable to provide us with any up-front analyses 
or other documented basis for selecting the international markets that they entered. This poses 
particular concern because, during the course of our audit period, the Division had to close several 
international offices due to fiscal constraints.  According to Division officials, these decisions were 
based on fiscal impact, not performance. 

Had ESD been armed with comprehensive analyses of each market’s potential, along with 
appropriate data acquired by monitoring contractor performance against those expectations, 
we believe officials would have been in a much better position to identify the offices that had 
strong international markets as well as strong contractor performance.  This type of performance 
monitoring would have helped ESD objectively determine which offices had the greatest likelihood 
of contributing positively to New York State’s economy.

ESD’s lack of performance information dating back more than one year can be traced, at least 
in part, to a lack of consistent management approach over time. In discussions with ESD staff, 
we learned that various former executive managers had different approaches and requirements.  
Some wanted detailed monthly reporting of Division activities, while others did not.  These 
changing practices have led to inconsistency within the Division and mostly informal monitoring 
of foreign representatives’ activities. 

ESD officials agree that improvements and greater consistency are needed, both in monitoring 
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its contracts with foreign representatives and in tracking performance. To this end, ESD has 
recently begun implementing a new Client Resource Management System (CRMS) designed to 
assist in data collection and reporting on international trade and investment attraction activities. 
Data should include tracking of actual export sales and investment amounts associated with 
each foreign representative. Although we did not test the capabilities of the CRMS, on its face it 
appears to be a more comprehensive tool which, if fully utilized, should enable management to 
more effectively monitor and track the performances of foreign representatives.

Improved Controls Over Payments to Foreign Representatives

ESD has improved the controls over payments to foreign representatives as a result of our Bureau 
of State Expenditures’ review completed in early 2011. That review found various deficiencies in 
fiscal oversight, including payments made with little or no supporting documentation to show the 
purpose of claimed expenses or proof that they were actually incurred. Payment requests were 
often not supported by invoices or cancelled checks proving that vendors were paid for goods and 
services, and some of the invoices that were available had been submitted in foreign languages 
and reimbursed without translation.  Similarly, there was sometimes no documentation assuring 
that foreign representatives had actually paid their local employees for claimed payroll costs.

Our current review found that ESD has made significant improvements when processing payments 
to foreign representatives. Recent payments contained more documentation to support the 
expenses claimed, including bank statements showing that foreign representatives paid vendors, 
actual invoices from the vendors and signed affidavits for salaries paid for those countries that 
cannot provide bank statements. 

There were still some vouchers, particularly from Turkey and Israel, which included vendor 
invoices submitted in their native languages. ESD officials explained that, for these countries, 
it is difficult for the businesses to produce invoices in English. In each case, ESD had required 
the foreign representatives to itemize the expenses in English and convert the amounts to U.S. 
dollars. ESD’s finance office staff used this information to match amounts with invoices and, in 
some cases, would reach out to other ESD staff who were able to translate the invoices.  

Continued compliance with these strengthened controls should provide ESD management with 
reasonable assurance that they are paying for actual expenses incurred, which are related to 
activities authorized by the contracts with its foreign representatives. 

Recommendations

1.	 Monitor the performance of foreign representatives to ensure that international offices are 
meeting contract requirements and are operating to the benefit of New York companies and 
economy. 

2.	 Ensure that foreign representatives are only reimbursed for actual and necessary expenses 
incurred in the operation of international offices. 
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Audit Scope and Methodology
We audited whether Empire State Development monitors the effectiveness of its international 
offices and manages payments to foreign representatives to ensure they are made only for 
authorized contract purposes. Our audit scope included the period April 1, 2010 through October 
17, 2012. 

To accomplish our audit objectives, we interviewed ESD International Division and Finance 
officials. We reviewed: relevant State laws and regulations; ESD policies and procedures; 
organizational charts; and documentation provided by International Division officials supporting 
their monitoring efforts. 

In addition, we reviewed a judgmental sample of 18 vouchers paid between April 1, 2010 and 
March 31, 2012. Our sample included large payments made to six foreign representatives around 
the time of the Bureau of State Expenditure’s review and payments made after for comparison; 
and represented nine international offices including Canada, United Kingdom, Israel, Turkey, 
China, Australia, Brazil, Chili and South Africa. 

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.

Authority  
This audit was performed according to the State Comptroller’s authority under Article X, Section 
5 of the State Constitution and Section 6278 (3) of McKinney’s New York State Unconsolidated 
Laws.
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Reporting Requirements
We provided a draft copy of this report to Empire State Development officials for their 
review and comment. Officials agreed with our recommendations and reported already 
having taken steps to implement them. At the same time, officials also stressed that contract 
deliverables and other formal performance measures like trade success can often be 
impacted by unforeseen factors, including international economic and political events. While 
acknowledging that a comprehensive monitoring system was not in place, officials did provide 
examples of international trade and investment success that occurred during out audit period. 
However, these successes did not align with the factors mentioned in the contract terms. 
Officials expressed confidence that once fully implemented, certain new tools like their Client 
Resource Management System will greatly enhance their ability to monitor and oversee 
international offices. A complete copy of their response is included at the end of this report. 
 
Within 90 days after final release of this report, as required by Section 170 of the 
Executive Law, the President and Chief Executive Officer of Empire State Development 
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 why. 
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Division of State Government Accountability

Andrew A. SanFilippo, Executive Deputy Comptroller
518-474-4593, asanfilippo@osc.state.ny.us

Elliot Pagliaccio, Deputy Comptroller
518-473-3596, epagliaccio@osc.state.ny.us

Jerry Barber, Assistant Comptroller
518-473-0334, jbarber@osc.state.ny.us

Vision

A team of accountability experts respected for providing information that decision makers value.

Mission

To improve government operations by conducting independent audits, reviews and evaluations 
of New York State and New York City taxpayer financed programs.

			   Contributors to This Report
John Buyce, Audit Director

Walter Irving, Audit Manager
Bob Mainello, Audit Supervisor
Scott Heid, Examiner-in-Charge

Michele Krill, Staff Examiner

mailto:asanfilippo%40osc.state.ny.us%0D?subject=
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Agency Comments
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