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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
January 2016

Dear Community College Offi cials:

A top priority of the Offi ce of the State Comptroller is to help local government offi cials manage 
government resources effi ciently and effectively and, by so doing, provide accountability for tax 
dollars spent to support government operations. The Comptroller oversees the fi scal affairs of local 
governments statewide, including community colleges, as well as compliance with relevant statutes 
and observance of good business practices. This fi scal oversight is accomplished, in part, through 
our audits, which identify opportunities for improving operations and Board of Trustee governance. 
Audits also can identify strategies to reduce costs and to strengthen controls intended to safeguard 
local government assets.

Following is a report of our audit of Erie Community College, entitled Board Oversight and 
Management of College Resources. This audit was conducted pursuant to Article V, Section 1 of the 
State Constitution and the State Comptroller’s authority as set forth in Article 3 of the New York State 
General Municipal Law.

This audit’s results and recommendations are resources for community college offi cials to use in 
effectively managing operations and in meeting the expectations of their constituents. If you have 
questions about this report, please feel free to contact the local regional offi ce for your county, as listed 
at the end of this report.

Respectfully submitted,

Offi ce of the State Comptroller
Division of Local Government
and School Accountability

State of New York
Offi ce of the State Comptroller
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Offi ce of the State Comptroller
State of New York

EXECUTIVE SUMMARY

Erie Community College (College) was founded in 1946 and became a part of the State University 
of New York (SUNY) system in 1948. The College is located in Erie County (County) and has three 
campuses, one located in the City of Buffalo (City Campus), another in the Town of Orchard Park (South 
Campus) and a third campus in the Town of Amherst (North Campus). The College is a “community 
college” subject to Article 126 of the New York State Education Law and, as such, governed by a 
Board of Trustees (Board) composed of nine appointed members1 and one elected student trustee. 

The Board is responsible for establishing and monitoring compliance with policies governing the 
College’s fi nancial and educational affairs. The Board also selects service providers, awards contracts, 
and approves salary rates and employee benefi ts. The President of the College (President) is the 
College’s chief executive offi cer, while the Chief Administrative and Financial Offi cer serves as the 
chief fi nancial offi cer. Both are responsible, along with other administrative staff, for the day-to-day 
management of the College in accordance with policies established by the Board and SUNY.

During the 2014-15 fi scal year, the College had an enrollment of approximately 11,360 full-time-
equivalent students. The College had 692 full-time administrators, faculty and staff. The College’s 
budgeted appropriations were $112 million, which were funded primarily with County sponsorship 
money, tuition and other student-related fees, State aid, and various federal, State, local and private 
grants. 

Scope and Objective

The objective of our audit was to assess Board oversight and management of College resources for the 
period September 1, 2013 through July 2, 2015. We also reviewed certain fi nancial transactions and 
documentation pertaining to payroll and affi liated entities dating back to September 2010. Our audit 
addressed the following related questions:

• Did the Board properly authorize salaries and benefi ts for senior executive employees? 

• Did the College use competitive methods when procuring professional services?

• Did the Board adequately oversee contracts with affi liated entities to ensure services were 
rendered as contracted and the consideration provided was appropriate?

1 Five trustees are appointed by Erie County and four are appointed by the Governor.
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Audit Results

The Board has established a lax control environment and has allowed management to assume Board 
responsibilities and make key fi nancial decisions with little or no Board oversight. Additionally, the 
Board has allowed College offi cials to circumvent Board policies and compromise the transparency 
of College operations. The Board did not always perform its key fi nancial decisions and deliberations 
in a transparent and public manner. As a result, the College’s stakeholders, including the students and 
taxpayers who fund its operations, cannot be assured that College resources have been used properly 
or that decisions have been made in their best interest.

We found numerous control weaknesses over payroll processing and the maintenance of leave records. 
From September 9, 2010 through February 20, 2015, the President created 10 senior executive 
positions with salaries totaling $756,000 annually. Although the Board approved the creation of most 
of these positions, the rationale for approving these positions and the related salary information were 
not documented in the minutes as required by Board policies. 

The President directed the Payroll Supervisor by email to make questionable compensation payments 
to two executives totaling $77,000 and increase the base salaries of all senior executives by 2 percent, 
totaling $27,000, without Board approval. The salary increase was never approved by the Board 
and was not clearly disclosed in other public documents or records such as the annual budget. The 
College’s leave records also were inaccurate and had not been updated in a timely manner. As a result, 
two executives received overpayments totaling $5,285, and leave balances were overstated by 580 
hours (about 72 days) with a value of approximately $25,000. 

The Board also did not always ensure professional services were procured in a competitive manner. 
We reviewed payments totaling approximately $1.2 million made to 16 service providers during 2013-
14 and 2014-15. The College paid 11 professionals a total of $440,000 for services without using 
proposals. Further, the Board did not enter into written contracts with eight professionals for services 
totaling $342,000. 

The College has contracts with two affi liated not-for-profi t corporations: the Auxiliary Services 
Corporation of Erie Community College (ASC) and the Erie Community College Foundation 
(Foundation). These entities provide certain services to the College’s students and perform certain 
functions on the College’s behalf. However, the written agreements do not provide a means for the 
Board to measure or monitor the entities in carrying out their contractual obligations to the College. 
Furthermore, fi nancial transactions between the College and the entities were not always documented 
properly and conducted in a transparent manner. 

The ASC is responsible for the distribution of the College’s student activity fees. During 2013-14, the 
ASC distributed $1.5 million in fees on behalf of the College to various groups and organizations. 
However, the manner in which the College has directed the ASC to distribute these fees has not been 
transparent and the fees’ purpose has not been clearly communicated to students. Since September 
2010, the ASC has transferred over $1 million to the College in support of a capital project. However, 
the transfers were not handled in a clear or transparent manner and were not documented in Board 
minutes. 
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Pursuant to the operating agreement between the College and its Foundation, the College pays the 
majority of the Foundation’s operating expenses and provides the Foundation with rent-free offi ce 
space at the City Campus. The value of this compensation during 2013-14 was approximately 
$290,000. At times, the College provided additional fi nancial support to the Foundation indirectly 
through the ASC. In exchange for the fi nancial support it receives, the Foundation supports the College 
through fundraising efforts and is responsible for, among other things, receiving and administering the 
proceeds of any fundraising activities conducted for, or on behalf of, or with respect to the College. 
The Foundation Director generally reported gifts or donations to the President but did not report 
monetary gifts to the Board. The Foundation did not inform the Board of more than $303,000 in 
monetary donations and did not inform the President of two monetary donations totaling more than 
$154,000. Therefore, the Board could not ensure that such gifts are being used in the College’s best 
interest. 

The Board’s failure to provide adequate oversight over the College’s fi nancial operations and key 
offi cials has helped to create an environment where there is no expectation to follow policies or to be 
accountable to the public for the use of College resources.

Comments of College Offi cials

The results of our audit and recommendations have been discussed with College offi cials, and their 
comments, which appear in Appendix A, have been considered in preparing this report. As indicated in 
Appendix A, College offi cials did not agree with some aspects of our report. However, they generally 
agreed with our recommendations and indicated they are taking corrective action. Appendix B includes 
our comments on issues raised in the College’s response letter. 



55DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

Background

Introduction

Erie Community College (College) was founded in 1946 and became a 
part of the State University of New York (SUNY) system in 1948. The 
College is located in Erie County (County) and has three campuses, 
one located in the City of Buffalo (City Campus), another in the Town 
of Orchard Park (South Campus) and a third campus in the Town of 
Amherst (North Campus). The College is a “community college” 
subject to article 126 of the New York State Education Law and, as such, 
governed by a Board of Trustees (Board) composed of nine appointed 
members2 and one elected student trustee. 

The Board is responsible for establishing and monitoring compliance 
with policies governing the College’s fi nancial and educational 
affairs. The Board also selects service providers, awards contracts, 
and approves salary rates and employee benefi ts. The President of the 
College (President) is the College’s chief executive offi cer, while the 
Chief Administrative and Financial Offi cer serves as the chief fi nancial 
offi cer (CFO). Both are responsible, along with other administrative 
staff, for the day-to-day management of the College in accordance with 
policies established by the Board and SUNY.

During the 2014-15 school year, the College had an enrollment of 
approximately 11,360 full-time-equivalent students. The College had 
692 full-time administrators, faculty and staff. The College’s budgeted 
appropriations were $112 million, which were funded primarily with 
County sponsorship money, tuition and other student-related fees, State 
aid, and various federal, State, local and private grants.

The College has contracts with two affi liated not-for-profi t corporations 
to provide certain services to its students and to perform certain functions 
on behalf of the College.3  These corporations are closely affi liated with 
the College in name and purpose, but they are separate legal entities and 
their operations and fi nancial affairs are controlled by their own Boards 
of Directors.4  The Erie Community College Foundation (Foundation) 

2 Five trustees are appointed by Erie County and four are appointed by the Governor.
3 For purposes of this audit, we assume the College had authority to enter into these 

contracts and that all of the provisions of these contracts are within that authority.
4 The Foundation’s Board can have between fi ve and 25 directors elected by majority 

vote of all current voting directors at the annual meeting. The President of the 
College and the Chair of the Alumni Association serve as ex-offi cio directors with 
all rights and privileges of elected directors. The ASC’s Board is composed of nine 
appointed members including three students, three College administrators and 
three faculty members. The three Student Government Association Vice Presidents 
representing each campus serve as directors by virtue of their position and serve a 
one-year term. The College President appoints three administrators for two-year 
terms and the Faculty Federation elects or appoints the three faculty members for 
two-year terms.
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supports the College through fundraising efforts and is responsible 
for, among other things, receiving and administering the proceeds 
of any fundraising activities conducted for, on behalf of, or with 
respect to the College. The Auxiliary Services Corporation of Erie 
Community College (ASC) distributes the College’s student activity 
fees and operates auxiliary services such as coffee shops, cafeterias 
and bookstores. 

The objective of our audit was to assess Board oversight and 
management of College resources. Our audit addressed the following 
related questions:

• Did the Board properly authorize salaries and benefi ts for 
senior executive employees? 

• Did the College use competitive methods when procuring 
professional services?

• Did the Board adequately oversee contracts with affi liated 
entities to ensure services were rendered as contracted and 
the consideration provided was appropriate?

We assessed Board oversight over selected activities related to our 
audit objective for the period September 1, 2013 through July 2, 2015. 
We also reviewed certain fi nancial transactions and documentation 
pertaining to payroll and affi liated entities dating back to September 
2010.

We reviewed fi nancial transactions between the College and the 
two affi liated entities to determine whether the entities fulfi lled 
their contractual obligations to the College and whether the Board 
adequately monitored the entities as service providers. During our 
review, the extent of our testing was limited to reviewing College 
records; therefore, we could not verify all fi nancial data such as total 
revenues and expenses reported by these entities.

We conducted our audit in accordance with generally accepted 
government auditing standards (GAGAS). More information on such 
standards and the methodology used in performing this audit are 
included in Appendix C of this report. Unless otherwise indicated in 
this report, samples for testing were selected based on professional 
judgment, as it was not the intent to project the results onto the entire 
population. Where applicable, information is presented concerning 
the value and/or size of the relevant population and the sample 
selected for examination.

Scope and
Methodology

Objective
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The results of our audit and recommendations have been discussed 
with College offi cials, and their comments, which appear in Appendix 
A, have been considered in preparing this report. As indicated in 
Appendix A, College offi cials did not agree with some aspects of our 
report. However, they generally agreed with our recommendations 
and indicated they are taking corrective action. Appendix B includes 
our comments on issues raised in the College’s response letter. 

The Board has the responsibility to initiate corrective action. A 
written corrective action plan (CAP) that addresses the fi ndings and 
recommendations in this report should be prepared and forwarded 
to our offi ce within 90 days, pursuant to Section 35 of General 
Municipal Law. For more information on preparing and fi ling your 
CAP, please refer to our brochure, Responding to an OSC Audit 
Report, which you received with the draft audit report. We encourage 
the Board to make this plan available for public review in the Secretary 
of the Board’s offi ce. 

Comments of
College Offi cials and
Corrective Action
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Board Oversight

The Board has a fi duciary responsibility for College assets and 
fi nances and an obligation to serve the stakeholders, protect students’ 
interests and exercise good faith and due diligence. One of the 
Board’s most fundamental roles is setting the right tone “at the 
top” which requires the Board to take an active role in signifi cant 
fi nancial decisions and ensure appropriate policies and procedures 
are implemented by management.

In many regards, the Board has taken a passive role and yielded much 
of its rightful decision-making duties and authority to the President. 
The President and other College offi cials have been allowed to act 
independently of the Board and have made signifi cant decisions out 
of the view of the public and students. 

The following defi ciencies illustrate the lack of Board oversight 
and involvement which permitted management to override existing 
Board policies or substitute its own interpretation where contracts 
and policies were unclear. These defi ciencies are discussed in further 
detail in the relevant sections of this audit report as detailed in the 
table of contents.

• The President assumed the Board’s responsibility for 
establishing salaries and authorizing benefi ts for senior 
executives and was allowed to do so without adequate Board 
oversight.

• The Board did not appropriately establish and monitor policies 
and procedures for the procurement of professional services. 
Consequently, College offi cials did not always procure 
professional services in a competitive manner. 

• The College entered into agreements with two closely affi liated 
but legally independent corporations, the ASC and the 
Foundation. However, the Board has provided little oversight 
over these contracts and has allowed College offi cials to blur 
the lines of separation by operating certain fi nancial aspects 
of these entities as if they were one.

• The written agreements governing the relationship between 
the College and the affi liated entities were not suffi ciently 
detailed to provide a means for the Board to evaluate the 
performance of the entities. 
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• The Board did not require or request important fi nancial 
information that would have enabled it to monitor the affi liated 
entities in performance of their contractual obligations.

The Board should establish and oversee much of the policy, fi nancial 
and ethical framework within which the College operates. Through 
its actions and policies, the Board should chart the course for the 
College’s activities. The Board’s lack of involvement in some cases, 
and lack of information and ineffectual monitoring in other cases, 
allowed College offi cials to circumvent the controls that did exist and 
to compromise the transparency of the College’s fi nancial activities 
and operations. 

The Board should: 

1. Take a suffi ciently active role in all signifi cant fi nancial 
decisions.

2. Establish and maintain a control environment that fosters a 
commitment to compliance with relevant laws and College 
policies. The Board also should routinely monitor the 
implementation and compliance with its policies.

3. Ensure College offi cials maintain a separate and distinct 
relationship with the ASC and the Foundation at all times to 
ensure all three entities operate independently.

Recommendations
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Executive Salaries and Benefi ts

The Board should authorize and approve all salaries and wages 
paid to employees, as well as any benefi ts provided to them.5  The 
Board should clearly stipulate employees’ compensation and 
benefi ts and document this authorization in writing by resolution, 
collective bargaining agreement, or in a policy document approved 
by resolution. Such documentation communicates the Board’s intent 
to the offi cers and employees who must execute the procedures and 
provides public transparency of the Board’s intentions. Furthermore, 
the Board should ensure that signifi cant fi nancial decisions, including 
decisions to create new positions and appoint new hires, are made 
in an open and transparent manner and are in the best interest of the 
College’s students and taxpayers.

The Board did not authorize salaries and benefi ts for senior executives. 
The President assumed responsibility for establishing salaries and 
authorizing benefi ts for senior executives and was allowed to do so 
without adequate Board oversight. College offi cials did not submit 
required written justifi cations to the Board for approval prior to 
creating 10 senior executive positions with annual salaries totaling 
$756,000. Moreover, the College made questionable compensation 
payments to two executives totaling $77,000. In addition, leave 
records were not accurate or updated in a timely manner. As a result, 
two executives received overpayments totaling $5,285.

According to Board policy, the Board shall require written justifi cation 
prior to approving a full-time appointment or creating a full-time 
position. During the period September 9, 2010 through February 20, 
2015, the College created 10 senior executive positions with salaries 
averaging $75,600 and totaling $756,000 annually.6  The College also 
provided these employees with benefi ts including health insurance 
and retirement benefi ts with an annual cost of more than $200,000. 
However, College offi cials did not submit written justifi cations for 
creating these positions to the Board for approval as required. College 
offi cials stated that the Board was typically provided with verbal 
explanations justifying the creation of the various senior executive 
positions. Although the Board approved these positions, its rationale 
was not documented in the minutes. College offi cials also could 

Newly Created Positions 

5 The Board appears to be required by a SUNY regulation to authorize and approve 
salaries and benefi ts. Section 604.2 of SUNY’s regulations (8 New York Codes, 
Rules and Regulations (NYCRR) 604.2) provides that “the college trustees upon 
the recommendation of the president shall … determine and implement salary 
and employee benefi t schedules …”.

6 The College also eliminated one senior executive position, resulting in a net 
increase of nine senior executive positions from September 2010 to February 
2015.
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not demonstrate how the Board determined that the positions were 
deemed necessary or essential to the College’s operation. 

Additionally, we found no evidence that the Board approved the 
salaries for the new positions. The President stated that he presented 
his salary recommendations to the Board and the Board approved 
them verbally. Therefore, the salaries and the Board’s approval were 
not recorded in the minutes. The Board’s lack of involvement in 
these signifi cant fi nancial decisions seriously undermines its ability 
to provide adequate oversight over the College’s fi nancial affairs and 
compromises the transparency of the College’s operations. 

The Board has the responsibility to establish salary and benefi ts 
for all College employees. The Board can establish salaries and 
benefi ts by position as part of a collective bargaining agreement, 
Board resolution, individual employment contract or Board policy. 
In addition, adequate monitoring procedures should be implemented 
to ensure salary payments match Board-approved amounts and that 
employees receive only Board-authorized benefi ts.

Authorization – The salaries and benefi ts for most of the College’s 
full-time employees have been established by collective bargaining 
agreements. However, individuals working in senior executive 
titles are not covered by the College’s four collective bargaining 
agreements. During the 2013-14 fi scal year, salaries paid to senior 
executives totaled approximately $2.2 million. We reviewed the 
salaries and leave benefi ts provided to all senior executives on the 
payroll during the period September 1, 2013 through February 20, 
2015 and found that salaries and benefi ts had not been authorized or 
approved by the Board. 

The College had 29 individuals, including the President, working 
in a senior executive title/position during the period reviewed. The 
President’s salary and benefi ts were established by an individual 
employment contract approved by the Board. However, we found no 
written Board authorization for the salaries and benefi ts provided to 
the other 28 executives. The salaries and benefi ts for 17 executives 
were supported by written appointment letters signed by the Human 
Resources Director but not approved by the Board. The salaries and 
benefi ts for nine executives were supported by written individual 
employment contracts that had expired as of August 29, 2007.7  There 
was no written support or documentation pertaining to the salary or 
benefi ts8 for the remaining two executives.

Salary and Benefi ts

7 These executives had written contracts for the period August 30, 2006 through 
August 29, 2007. The Chief Administrative and Finance Offi cer had an expired 
individual employment contract and a memo directed to the Board Chairperson 
listing the salary and benefi ts that he desired. The memo was approved and 
signed by the Chairperson but not approved by the Board.

8 No individual employment contract or appointment/offer letter
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College offi cials told us that senior executives receive the 
same employment benefi ts established in the Administrator’s 
Association of the Erie Community College Collective Bargaining 
Agreement (AAECC). However, College offi cials could not provide 
documentation indicating that the Board had approved the extension 
of these benefi ts to the executives. College offi cials stated that salaries 
were authorized by the President and discussed with the Board. The 
College’s Executive Vice President of Legal Affairs stated that the 
Board had delegated its power to establish salaries to the President 
but could not provide documentation to demonstrate that the Board 
had formally done so. Moreover, as we read SUNY’s regulations, 
the Board lacked authority to delegate to the President authority to 
establish salaries.9  

Salary Increases and Questionable Payments – We reviewed the 
compensation paid to all executives during the period September 1, 
2013 through February 20, 2015 totaling approximately $3.4 million 
and found that the President had authorized salary increases totaling 
approximately $41,000 and additional compensation totaling more 
than $77,000 for senior executives without Board approval. 

In November 2012, the President authorized a 2 percent salary 
increase for all 15 senior executives on the payroll without Board 
approval. The average salary increase was $1,800 and totaled $27,000. 
The President authorized the increase in an email to the Payroll 
Department Supervisor (Payroll Supervisor). Although the Chairman 
of the Board was copied on the email, College offi cials could not 
demonstrate that the rest of the Board had been made aware of the 
raises. College offi cials also contended that the Board’s approval was 
implicit in its approval of the annual budget. However, the 2012-13 
budget and subsequent budget documents presented to the Board 
indicated that senior executive salaries refl ected no increases. 

The President also directed the Payroll Supervisor by email to give 
his secretary and offi ce assistant salary increases. The President’s 
secretary was given a 10 percent salary increase totaling $5,160 in 
July 2012 and a 4 percent increase of $2,298 in September 2012. The 
President directed the Payroll Supervisor to give his offi ce assistant 
a salary increase of $6,500 (20 percent) in July 2012 and the step 
increases provided for in the AAECC for every year thereafter.10  

The Associate Vice President of Information Technology (AVP of IT) 
also received questionable payments totaling $74,750 from March 

9 See 8 NYCRR 604.2.
10 The President directed the Payroll Supervisor to change the assistant’s salary to 

the AAECC group seven step three salary on September 1, 2012. She received 
the step increases provided for in the AAECC every year thereafter.
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3, 2010 through September 20, 2013. In March 2010, the President 
directed the Payroll Supervisor in a memo to pay the AVP of IT a 
weekly stipend of $500 as additional compensation for a three-month 
temporary assignment. College offi cials could not provide adequate 
documentation describing the temporary assignment or additional 
work to be performed. On several occasions, the President authorized 
the Payroll Supervisor by email to continue the AVP of IT’s stipends 
in varying amounts until September 2013. 

In August 2014, the President directed the Payroll Supervisor in 
an email to pay the Vice President of Academic Affairs a one-time 
“cash bonus” of $2,500. The President told us that the bonus payment 
represented compensation for additional duties performed, but could 
not provide written documentation describing them or detailing the 
dates and times when they were performed. Without clearly defi ned 
compensation terms or suffi cient oversight, the Board cannot ensure 
executives are being paid appropriately or as intended. 

Unauthorized Employee Benefi t – Senior executives’ benefi ts 
generally paralleled the benefi ts provided to administrators by the 
AAECC. However, executives were provided with a unique time and 
attendance benefi t not provided for or defi ned in the AAECC.

Senior executives are allowed to alter or “fl ex” their daily work 
schedule at will and on a regular ongoing basis without supervisory 
approval. Executives earn “fl ex” time for any time worked beyond 
eight hours a day and then save or “bank” their fl exible hours to be 
used at their discretion for paid time off at a later date.11  Flexible 
hours can be carried over year to year and can be accumulated up to 
120 hours (15 days). The payroll department and human resources 
department implemented this additional fringe benefi t for executives 
based upon an email directive from the President in April 2009 
without Board approval. 

Senior executives do not receive a cash payment for accumulated 
fl exible hours, but they can and do accumulate a signifi cant number 
of fl exible hours which can be used in lieu of paid vacation time. 
Although there is no immediate benefi t to preserving vacation leave 
time, signifi cant unused leave time accruals provide employees with 

11 Article 11 of the AAECC allows administrators to occasionally alter their normal 
work schedule for work-related matters within the 80-hour pay period with 
supervisory approval. Additionally, the collective bargaining agreement allows 
administrators to earn, accumulate and use compensatory time. Compensatory 
time is earned when an administrator works more than 40 hours in a work week. 
Administrators can receive time off or payment for compensatory time and can 
accumulate up to 80 hours (10 days) if they were hired after September 1, 1999 
and up to 200 hours (25 days) if they were hired before September 1, 1999.
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an opportunity to receive employer-paid health insurance premiums 
during retirement.12 Therefore, the Board should ensure adequate 
monitoring procedures are implemented. For instance, work schedules 
should only be altered with proper supervisory approval.

The Board’s lack of involvement in establishing salaries and benefi ts 
seriously undermines the transparency of the College’s fi nancial 
operations. The College is a publicly-funded institution that receives 
approximately 50 percent of its funding from State and County 
taxpayers. As such, its fi nancial operations should be open and 
transparent to all stakeholders including the taxpayers that fund its 
operations. 

Paid leave time is an employee benefi t generally granted to employees 
pursuant to collective bargaining agreements, employment contracts, 
policies or Board resolutions. When executives terminate employment 
with the College by retirement or resignation, they are paid the 
monetary value of their unused vacation time at separation. Therefore, 
it is especially important to maintain accurate leave accrual records 
and regularly reconcile leave balances.

Senior executives submit paper time cards to the payroll department 
to be processed every two weeks. Executives are also required to 
submit leave request forms prior to using leave time. The Payroll 
Supervisor is responsible for processing senior executive time cards. 
He reviews the time cards and hand writes data from time cards and 
leave forms onto a manual payroll summary form. The Supervisor 
then enters leave charges into the computerized payroll system to 
update leave balances. 

We reviewed the time and attendance records of all 29 senior 
executives for the period September 1, 2013 through February 20, 
2015 and found that leave records were inaccurate and had not been 
updated in a timely manner. As of March 2015, the Payroll Supervisor 
had not updated leave records since October 2014. The Payroll 
Supervisor stated that he had not had time to update leave records 
regularly because his department was understaffed. 

Because leave balances had not been updated in a timely fashion, one 
executive was overpaid a total of $2,761 in January and February 
2015. This executive was out on paid leave and had exhausted her 
leave balances by the end of December 2014. However, the College 

12 Employees who reach maximum vacation accruals under existing collective 
bargaining agreements are permitted to apply any accruals in excess of the 
existing maximums toward calculating their health insurance premium payment 
during retirement. Employees with 2,100 hours of accumulated unused leave 
time at retirement receive fully paid health insurance during retirement. 

Leave Records
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continued to provide her with paid leave based on the reported leave 
balances that had not been updated or reduced since October 2014. 

We also identifi ed numerous data entry errors that resulted in 
overstated leave balances totaling 580 hours (about 72 days). The 
value of these excess days at the executives’ current salaries is 
approximately $25,000. We reviewed the recording errors with the 
Payroll Supervisor and he indicated that he would immediately correct 
the leave balances. However, one executive had already retired and 
cashed out his overstated leave balance upon separation, resulting in 
a total overpayment13 of $2,524. 

Leave accrual records were inaccurate because the Payroll Supervisor 
did not ensure that unused leave accrual balances were accurate and 
updated in a timely fashion. While the Payroll Supervisor is primarily 
responsible for updating leave accruals, neither the executives nor 
any other College offi cial periodically review these balances to verify 
that they are accurate. Because College offi cials did not adequately 
monitor the accuracy of employees’ leave accruals, the College is at 
risk of paying employees for leave to which they are not entitled at 
the taxpayers’ and students’ expense.

The Board should:

4. Ensure signifi cant fi nancial decisions, such as the creation 
of new positions, are conducted in an open and transparent 
manner.

5. Authorize all salaries, compensation and fringe benefi ts 
provided to senior executives. 

6. Confer with the College’s legal advisor as to the advisability 
of ratifying salary and fringe benefi ts provided to current and 
former College employees without prior Board authorization.

7. Take the necessary action to recover any salary and separation 
payments determined to have been improperly made to current 
and former College employees.

8. Adopt comprehensive time and attendance policies for senior 
executives. These policies should clearly defi ne leave time 
benefi ts including “fl ex” time benefi ts.

Recommendations

13 The executive received paid time off for 15.5 hours and cash payment at 
separation for 42.5 hours. 
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Senior Executives should: 

9. Obtain and document supervisory approval prior to altering 
work schedules. 

10. Establish procedures to provide for an independent review 
of leave records to ensure they are supported by timesheet 
entries and updated in a timely fashion.

The Secretary of the Board should:

11. Ensure that all offi cial action taken by the Board, including 
actions pertaining to salaries and benefi ts, are recorded in the 
Board minutes.
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Procurement

The signifi cant dollar amounts and complexities of professional 
service contracts increase the need to obtain quality services at 
competitive prices. General Municipal Law (GML) does not require 
competitive bidding for the procurement of professional services that 
involve specialized skill, training and expertise; use of professional 
judgment or discretion; and/or a high degree of creativity. However, 
GML does require the Board to adopt written policies and procedures 
for the procurement of goods and services, such as professional 
services, that are not subject to the competitive bidding requirements. 
Soliciting competition for professional services helps ensure that 
quality services are obtained at a reasonable cost and avoids the 
appearance of favoritism or impropriety. In addition, College offi cials 
should enter into written contracts with professionals to establish the 
services to be provided and the basis for compensation and ensure that 
the professionals submit adequate documentation for any services for 
which they request payment. 

Although the Board adopted a procurement policy that required 
obtaining competition for purchases not subject to bidding 
requirements, College offi cials did not follow it. The College paid 11 
professionals a total of $440,000 for services without using requests 
for proposals (RFPs) as required by the College’s procurement policy. 
The College also paid one professional $514,000 for services without 
verifying that State contract pricing was obtained. Further, the College 
did not enter into written contracts with eight professionals for services 
totaling $342,000 and paid two professionals a total of $72,400 based 
on claims that lacked dates or descriptions of the services provided. 
As a result, there is an increased risk that the College will overpay 
for professional services or pay for services that were not supplied as 
intended.

An RFP generally is a document that provides detailed information 
concerning the type of service to be provided including minimum 
requirements and, where applicable, the evaluation criteria that will 
govern the contract award. Proposals can be solicited via public 
advertisement, or a comprehensive list of potential vendors can be 
compiled with vendors contacted directly and provided with the RFP. 
Evaluation criteria and any weighing or ranking of the importance of 
those criteria should be set forth in the RFP. The evaluation criteria, 
in addition to price, can include factors such as experience, staff 
availability, work plan and methodology to achieve the desired result, 
estimated completion times and references. The vendor selection 
process should be based on a fair and equitable review and evaluation 

Proposals
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or ranking of the proposals. A well-planned effort can help encourage 
qualifi ed providers to respond to the RFP and ultimately result in 
increased competition and potential cost savings. 

The Board’s procurement policy14 requires the use of competitive 
methods for acquiring professional services over $10,000, such as the 
solicitation of proposals through an RFP process. The “requestor” is 
required to obtain three responses or quotes and select the consultant 
providing the lowest appropriate cost proposal. The lowest cost 
proposal does not need to be selected when services are specialized. 
The policy also requires Board approval when procuring professional 
services.

We reviewed payments totaling approximately $1.2 million made to 
16 contractors during 2013-14 and 2014-1515 and found the College 
paid 11 professionals a total of $440,000 for services without the use 
of an RFP or other competition. Six professionals were paid a total 
of $186,000 for recruiting, training, computer system consulting, 
data mining, accreditation consulting and a study for relocating the 
nursing program without any evidence that a competitive process was 
used. 

Five professionals were paid a total of $254,000 for architectural 
and auditing services where College offi cials represented that the 
College was procuring services through County contracts, also 
known as “piggybacking.” Although there is a provision in statute 
allowing municipalities to procure commodities and certain services 
in this manner, College offi cials could not demonstrate that they 
had performed an analysis to determine whether piggybacking was 
cost effective or that they adequately reviewed County contracts to 
ensure they allowed piggybacking. Further, College offi cials did 
not ensure that the County used some form of competitive process 
prior to awarding the professional service contracts. College offi cials 
merely selected architects on a County-approved vendor list based on 
County requests for qualifi cations, not RFPs. According to County 

14 College offi cials indicated that the policy entitled “Consultant Services/Guest 
Lecturers” was the College’s procurement policy which applied to consulting 
services and professional service contracts. Although the policy is not entirely 
clear on this issue, it is our understanding that, in most instances, consultant and 
any other type of professional service contract with a value of $10,000 or more 
required the use of an RFP process prior to awarding the contract. Even if an RFP 
was not required, we generally recommend that a competitive process, such as an 
RFP process, be used prior to awarding professional service contracts. We note 
that according to the College’s proposed new purchasing policies (introduced in 
June 2015), professional, technical or other consultant services having a value of 
$10,000 or more are to be procured by the use of an RFP.

15 See Appendix C, Audit Methodology and Standards, for details on our sample 
selection.
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offi cials, the County uses the list of qualifi ed vendors to solicit RFPs 
on a project-by-project basis. However, College offi cials did not 
solicit RFPs prior to selecting a vendor from the County’s list. 

Furthermore, College offi cials could not demonstrate that they 
reviewed the County’s procurement procedures with respect to the 
auditing services obtained to ensure the County properly bid and 
awarded the contract. College offi cials did not obtain or review 
copies of the contract, proposal specifi cations or proposals/quotes. 
Further, the engagement letter and correspondence indicate that the 
accounting fi rm provided a proposal to the College but there was 
no indication that offi cials sought competition for these services. 
However, it would have been permissible for the College to procure 
these services through County contracts. We found that the fi rm was 
providing auditing services to the College and County at different 
rates. The fi rm’s proposal to the County was for three audit years, 
2011 through 2013, with the option to extend the contract for two 
years at an average annual cost of $150,500 and an estimated hourly 
rate of $94.52. The College was quoted a lump sum of $33,700 for 
auditing services for the 2013-14 fi scal year and was not quoted an 
average hourly rate. We were told by the fi rm that the rates charged 
the College were not the same as those charged the County.

When competitive methods are not used to procure professional 
services, there is an increased risk of overpaying for those services 
and the appearance of favoritism or impropriety.

One way the College can obtain professional services on favorable 
terms is to procure them off State contract. This allows the College 
to benefi t from the competitive process already undertaken by New 
York State. When procuring services through State contracts, College 
offi cials are responsible for ensuring that the prices paid for those 
services are in accordance with the State contracts.

The College paid one professional $514,000 for information 
technology (IT) services and equipment without verifying that State 
contract pricing was actually obtained. This amount accounted for 43 
percent of our sample total. The IT Director stated that he reviewed 
invoices prior to approving them for payment but he does not verify 
the pricing to ensure the vendor is charging the State contract price. 
We reviewed the invoices for the items purchased from this vendor 
and found that the College was charged in accordance with State 
contract pricing. However, by not verifying that State contract pricing 
is obtained, there is an increased risk the College could overpay for 
professional services.

State Contract Purchases
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The Board is responsible for entering into written contracts with 
professionals to establish the services to be provided, the time frames 
for those services and the basis for compensation. College offi cials 
should require that professionals submit service claims with adequate 
documentation to ensure they do not pay for services they do not 
receive, overpay for services or pay for services that do not comply 
with contractual conditions and rates.

The College did not enter into written contracts with eight 
professionals for services totaling $342,000, which included 
architectural services, leadership training, computer system and 
data mining consultation services. Further, the College paid two of 
these professionals $72,400 for system consultation, data mining and 
accreditation consultation even though the professionals submitted 
claims that lacked descriptions of the services provided. Although the 
accreditation consultant had a contract with the College, the contract 
did not specify documentation requirements to be paid. As a result, 
this professional was paid despite submitting claims that lacked 
specifi c dates or descriptions of the services that were purportedly 
provided. 

Additionally, the College paid the architectural and engineering 
service providers over $200,000 for services rendered without 
written contracts or documentation demonstrating how the rate 
of compensation was determined or by whom. For example, an 
architecture fi rm was paid more than $28,000 for work subcontracted 
to other vendors and an additional $10,500 for drawings for a locker 
room renovation project. Similarly, an engineering fi rm, typically 
compensated at an hourly rate, was paid more than $19,000 for 
engineering services relating to a kitchen renovation project. College 
offi cials could not demonstrate how the project cost was determined. 
In both instances, there was no written contract with the fi rms. 

Because of these control defi ciencies, there is an increased risk 
that the College will pay for services it does not receive, overpay 
for services or pay for services that do not comply with contractual 
conditions and rates.

College offi cials should:

12. Procure professional services using a competitive method 
such as an RFP process.

13. Review documentation to verify that they have obtained State 
contract pricing.

14. Require that professional service providers submit 

Contracts and 
Documentation

Recommendations
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documentation that includes the dates and services provided 
before authorizing payment.

The Board should:

15. Consider amending the procurement policy to allow 
professional services to be procured from service providers 
who conduct business under a County contract. Any amended 
policy should include a requirement that purchasing offi cials 
verify the County’s contract allowed the College’s use, was 
bid and awarded in compliance with statute and was procured 
using a competitive process. 

16. Enter into written contracts with professionals to establish the 
services to be provided, the time frames for those services and 
the basis for compensation.
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Affi liated Entities

Community colleges require a number of services to adequately 
conduct business and meet their students’ varying needs. The Board 
can choose to contract with private entities for the performance of 
some of these services. However, when deciding whether to contract 
for services, the Board should determine that a contract is in the 
College’s best interests. Moreover, after the Board contracts for 
services, the Board must ensure that the College receives the services 
for which it contracted. To fulfi ll this responsibility, it is essential for 
the Board to ensure written agreements clearly defi ne the contractual 
relationship and responsibilities of each party, including what services 
will be provided, when they will be provided, how they will be 
provided and at what cost. A written agreement should also stipulate 
how, or provide a means by which, performance will be measured 
and evaluated.

The Board has not provided adequate oversight over the College’s 
contracts with the affi liated entities to ensure services were rendered 
as contracted and the consideration provided by the College was 
appropriate. The College, the ASC and the Foundation are separate 
and distinct entities governed by their own Boards. However, certain 
College offi cials − including the President and the CFO − hold key 
positions at the Foundation and the ASC, respectively. At times, it 
appears that these offi cials did not act as though they were working 
for three separate entities and often managed the entities’ fi nances and 
operations as if they were one entity. The close relationship between 
the three entities and these overlapping roles have often compromised 
the transparency of the College’s actions and operations.

The “contract agreement” between the College and the ASC was 
amended in April 2013 and provides for an ongoing relationship 
between the parties with no defi ned term or end date. Among other 
things, the agreement grants the ASC permission to operate auxiliary 
services such as the bookstore, on-campus vending, concessions, coffee 
shops and food service facilities on College premises. Additionally, 
the ASC acts as the custodian and has fi duciary responsibility for 
all student activity fees collected by the College. During 2013-14, 
the College collected and remitted more than $1.5 million in student 
activity fees to the ASC. Although the agreement requires the ASC to 
perform certain functions, the agreement is not suffi ciently detailed 
to provide a means for the Board to evaluate ASC’s performance of 
those functions or to ensure student activity fees are used as the Board 
intended or in the students’ best interest.

Auxiliary Services 
Corporation
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Student Activity Fees – The College imposes a mandatory16 student 
activity fee on all full-time and part-time students17 but students are 
not provided with a written description regarding the fee’s purpose 
or intended use. The Board has adopted several policies relating to 
student activity fees, but the College lacks a clear and comprehensive 
written policy governing the administration and use of these fees. 
Instead, it appears that the fees are administered and used in accordance 
with various provisions found in Board-adopted policies, the contract 
agreement between the College and the ASC, and the ASC’s bylaws. 
However, these documents are not readily available to or provided to 
students. Although one of the Board’s policies explains the purpose 
of the fee in general terms,18 the policy does not clearly defi ne what a 
student activity entails or detail the manner in which student activity 
fees will be used. 

In accordance with Board policy and the College’s agreement with 
the ASC, the student activity fee is imposed at the time of registration, 
collected by the College and remitted to the ASC. During 2013-14, 
the College remitted more than $1.5 million in student activity fees 
to the ASC to be distributed to various clubs and organizations in 
accordance with the agreement. The agreement states that “all activity 
fees collected by the [ASC] under the provisions of this contract are to 
be expended for the benefi t of the College community” as described 
in 21 categories of expenditure. However, the agreement does not 
specify how or by whom the fee is to be allocated among the 21 
expenditure categories. 

Although not binding on the College, the manner in which the student 
activity fees are to be allocated among the different expenditure 
categories appears to be addressed by a provision of the ASC’s bylaws. 
These bylaws provide that “[t]he Activity Fees collected yearly from 
all students shall be allocated by the Student Activity Fee Allocation 
Committee (Committee) for the purposes that are in accordance with 
the SUNY Student Activity Fee Guidelines”19 (SUNY Guidelines). 

16 All other fees except the technology fee are considered service fees which can be 
waived if the student does not receive the related service.

17 Although we are not aware of any statute pertaining specifi cally to the imposition 
of student activity fees by community colleges, we note that a SUNY regulation 
relating to community colleges’ internal business practices provides that “student 
activity programs and fees” are matters for local college trustees’ determination. 
Based on this regulation, we determined for the purposes of this report that the 
College has authority to impose a student activity fee. The student activity fee 
assessed during 2013-14 was $70 per semester for full-time students or $5 per 
credit hour for part-time students.

18 The fee’s purpose is described as being “to support co-curricular and out-of-
classroom activities which provide intellectual, social, cultural and leadership 
opportunities, as well as support services, which assist in student persistence and 
are an integral part of the mission of Erie Community College.” 

19 The SUNY Student Activity Fee Guidelines appear to apply only to “State-
Operated Campuses,” not community colleges.
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Although not exactly clear, the Committee appears to be the “Student 
Activities Fee Allocation Board” established by Board policy.20  
Further, the SUNY Guidelines do not expressly permit a mandatory 
student activity fee to be used for six of the expenditure categories 
specifi ed in the College’s agreement with the ASC.21 

In accordance with Board policy, the Committee recommended 
a 2013-14 fee allocation schedule for student activity fees which 
was approved by the Board on May 29, 2013. During 2013-14, the 
ASC distributed more than $1.5 million in student activity fees in 
accordance with this schedule. However, we have concerns with two 
of the approved allocations. Approximately $234,000 (15 percent of 
the total student activity fees) was allocated to the ASC to support the 
operation of its childcare centers22 and another $24,000 (1.5 percent 
of the total fee) was remitted to the Foundation to support alumni 
activities. Because only 90 percent of the spots in the ASC’s childcare 
centers are reserved for the children of students and tuition rates are 
not based on actual costs, there is a risk that the student activity fee 
could be used to subsidize childcare for non-students (e.g., faculty). 
Similarly, it is unclear how current students paying the fee benefi t 
from alumni activities. Moreover, although the agreement between the 
College and the ASC authorizes the ASC to use student activity fees 
for childcare programs and alumni activities, the SUNY Guidelines 
do not expressly permit mandatory student activity fees to be used 
for these purposes. To the extent that the Board relies on the SUNY 
Guidelines for authority to impose the student activity fee, the Board 
should adopt a formal policy to ensure that the College complies with 
those Guidelines. 

20 The stated purpose of the policy is to “establish a College-wide Committee 
that will, on an ongoing basis, review student activity fees and their percentage 
breakdowns for the institution.” The board or committee established by the 
policy comprises students, faculty members and ASC administrators. The policy 
requires the board/committee to meet at least once every two years to re-evaluate 
and recommend the “student activity fee structure” ultimately to the appropriate 
subcommittee of the College’s Board for its review and approval. Once approved, 
the “fee structure” remains in place for a three-year period.

21 The six expenditure categories specifi ed in the College’s agreement with the ASC 
which SUNY Guidelines do not expressly permit a mandatory student activity 
fee to be used for are: (1) campus childcare programs, (2) support for campus 
alumni activities, (3) support for college commencement programs, (4) career 
placement activities, (5) college honors programs and (6) stipends to student 
offi cers for service to student government and publications.

22 The ASC operates a childcare center on each campus for the children of students, 
faculty and staff. The primary purpose is to serve student parents: 90 percent 
of the spaces are allotted for students and the remaining 10 percent for faculty, 
staff or community. Most students are eligible for subsidies provided through 
SUNY Block Grants to assist them with childcare tuition at all three centers. 
The subsidies are based on income eligibility guidelines, and the need for the 
subsidies far exceeds the grant money available, so the ASC offers additional 
student subsidies made from the student activity fee allocation. 
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Without a clear and comprehensive written policy or adequate fee 
description, the College cannot clearly communicate to students the 
fee’s purpose and students cannot determine how the fees will be used 
to benefi t them. The Board should ensure its written policies clearly 
communicate to students the manner in which fees shall be used. To 
do otherwise undermines the transparency of the Board’s actions in 
this regard.

Excess Student Activity Fees – The agreement between the Board 
and the ASC states that when fees allocated to a particular club or 
program are not fully expended in a given fi scal year, the remaining 
balance shall be retained for use by that program in subsequent years. 
Three clubs had not fully expended their allocated fees during 2013-
14. Specifi cally, Student Government received 18 percent of student 
activity fees, or $280,479, and had a remaining cash balance of 
$334,433, which was 119 percent of its allocation. Student Athletics 
received 46.25 percent of student activity fees, or $720,674, and had 
a cash balance of $213,044, which was 30 percent of its allocation. 
Publications received .50 percent of student activity fees, or $7,791, 
and had a cash balance of $83,638, which was almost 11 times its 
allocation. Although these clubs had minimal income from other 
sources, 98 percent of their 2013-14 revenue was from student activity 
fees. 

When the Committee last met in March 2013 to develop the 2013-
14 fee allocation schedule, the Committee did not take minutes to 
document its proceedings or discussions. According to the ASC’s 
Director and President, the Committee is provided with information 
regarding the unexpended balances of the programs receiving 
allocations and considers it when deciding how to best allocate these 
funds. The Committee did not reconvene to develop a 2014-15 fee 
schedule. Therefore, the 2013-14 fee allocation schedule was being 
used to allocate the 2014-15 student activity fees, despite the large 
cash balances of the clubs noted above.

Although the Committee could recommend reducing the allocation 
percentage for clubs or programs with large unexpended balances, it 
lacks the authority to reduce the actual fee assessed upon students each 
semester. The Board could take action to reduce the student activity 
fee and thereby reduce the burden it places upon students. However, 
the Board is not provided with the information necessary to assess 
the appropriateness of the fee being currently charged to students. 
The ASC does not provide the Board with detailed fi nancial reports 
showing the amounts allocated to each club or the amounts expended 
or remaining at year-end. Without that information, the Board cannot 
knowledgably determine the appropriate level of the fee.
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Financial Support – The College does not provide signifi cant 
fi nancial support to the ASC other than student activity fees allocated 
for administrative costs. During 2013-14, the ASC was allocated 
approximately $83,000 (5.3 percent of the total student activity fees). 
Additionally, the ASC receives an indirect fi nancial benefi t from the 
College because it is allowed to operate various ventures and generate 
revenue on College premises without paying rent or utilities. The 
College has granted ASC permission to operate bookstores, vending 
and food service operations, and childcare centers on each of the 
three campuses. These operations allow ASC to be self-suffi cient23 by 
generating operating revenues suffi cient to cover operating costs. The 
ASC’s resulting net profi ts are controlled exclusively by its Board. 

Capital Contribution – In accordance with the agreement between 
the ASC and the College, the ASC is required to provide the College 
with minimal fi nancial support in consideration of being allowed 
to operate on College premises. The most recent version of the 
agreement, as “restated” in 2013, states that “in consideration of 
said licenses and permission,” the ASC will spend a minimum of 
$25,000 each fi scal year on “capital improvements, acquisition of 
equipment items, or such other category of expenditure.” According 
to the ASC’s Director, the ASC’s Board has always considered ASC 
equipment purchases and capital improvements as a fulfi llment of 
this requirement, because the ASC exists solely for the benefi t of the 
College. During 2013-14, the ASC spent $25,204 to purchase various 
pieces of equipment for the ASC business offi ce, food service and 
childcare centers. 

It is not clear whether these purchases truly satisfy the contractual 
obligation because the equipment purchased was for the ASC; as such, 
the College did not directly benefi t. Furthermore, the College Board 
was not afforded an opportunity to submit recommendations to the 
ASC for the contribution as stipulated in the agreement, and the Board 
was not provided with information regarding these expenditures. 
The ASC’s President stated that the only fi nancial information or 
reports provided to the College Board are the ASC’s audited fi nancial 
statements. Although the audited fi nancial statements include a 
note disclosing that the ASC has satisfi ed its contractual obligation 
to the College, no details regarding the expenditures are provided. 
Therefore, the audited fi nancial statements do not provide suffi cient 
information to enable the Board to determine whether the ASC has 
fulfi lled its fi nancial obligation to the College.

23 According to ASC’s audited fi nancial statements, ASC’s primary source of 
revenue is from the sales of merchandise and food (96 percent) and fees collected 
from students by the College (4 percent). For the fi scal year ending August 31, 
2014, operating revenues totaled approximately $2.1 million and operating 
expenses totaled $1.9 million.
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Year-End Cash Balance – The agreement limits the amount of 
unrestricted24 cash that the ASC can have at year-end to $750,000. 
When the cash balance exceeds the stipulated maximum, the ASC is 
required to submit a detailed plan to the College indicating how the 
cash balance will be reduced to the $750,000 limit. 

In April 2014, the ASC transferred $252,842 to the College to reduce 
the unrestricted cash balance to the contractual limit. The ASC Board 
approved the transfer, stipulating that the funds could only be used to 
support a capital project at the North Campus. Although the transfers 
were approved by the ASC Board, a detailed plan was not submitted 
to the College and there was no record indicating that the College 
Board was made aware of the transfer. The transfer of these funds 
from the ASC to the College was not handled in a transparent manner, 
and the CFO may have been the only individual at the College aware 
of these transfers or their intended purpose.

Had the ASC submitted a detailed plan to the Board as required, the 
Board may have had an opportunity to discuss with the ASC how 
these funds should be used. Furthermore, there is no written agreement 
between the College and the ASC documenting the ASC Board’s 
intentions or restriction for these funds. Therefore, there is a risk that 
these funds could be used in a manner other than what was intended.

The CFO told us that the funds have been set aside in a restricted 
capital account to cover the College’s share of a capital project and 
reported as a liability on the College’s balance sheet. Since September 
2010, the ASC has transferred over $1 million to the College in 
support of the capital project. The CFO stated that there were no Board 
authorizations or approvals accepting the transfers, but he has provided 
periodic verbal updates to the Board regarding the College’s progress 
toward reaching the College’s match for the project. However, the 
CFO’s updates were not documented in the Board minutes. Further, it 
is unclear whether the ASC should be providing fi nancial support to 
the College for capital projects because SUNY Guidelines25 applicable 
to State-operated campuses specifi cally state that auxiliary service 
corporations shall not fi nance campus capital construction projects 
not included within the space made available to the corporation. 

24 The unrestricted cash balance excludes cash balances being held in trust for 
student organizations, clubs and programs.

25 SUNY has adopted written policies and guidelines for the proper administration 
and operation of auxiliary service corporations for State-operated campuses. 
Although the SUNY Guidelines do not apply to the ASC because the College is 
not a “State-operated campus,” the College is a part of the SUNY system and it 
would seem that the same policy considerations underlying the guidelines should 
also apply to auxiliary services corporations established for county-sponsored 
community colleges. 



28                OFFICE OF THE NEW YORK STATE COMPTROLLER28

The Foundation is an independent not-for-profi t entity that has a 
contractual relationship with the College. The Board entered into a fi ve-
year agreement with the Foundation in August 2013. In accordance 
with this agreement, the College provided the Foundation $290,000 in 
direct and indirect fi nancial support during 2013-14. The agreement 
broadly stated the Foundation’s described goals and objectives. The 
agreement primarily charged the Foundation with a responsibility to 
solicit fi nancial support for the College and to develop and manage 
alumni relations. However, the agreement does not provide suffi cient 
detail of the activities the Foundation will engage in or how delivery 
of services will be measured. Therefore, the Board cannot adequately 
monitor the Foundation in carrying out its contractual obligations.

Financial Support – The Foundation relies heavily on the College for 
fi nancial support and also receives fi nancial support from the ASC. 
Although the agreement between the College and Foundation clearly 
stipulates that the College will pay for the Foundation’s operating 
costs, the agreement provides no means to measure or monitor 
service quality or to ensure the services provided justify the cost of 
doing business with the Foundation. Further, the exact cost of the 
Foundation’s services is not readily apparent as the agreement simply 
provides that the College will pay the Foundation’s operating costs in 
exchange for services rendered. However, operating costs are variable 
and not within the College’s control and could vary signifi cantly from 
one year to the next. 

The College provides employees to staff the Foundation without 
charge and pays the Foundation’s general operating costs including 
printing, supplies and postage expenses. During 2013-14, the salaries/
wages, payroll taxes and benefi ts of the employees staffi ng the 
Foundation totaled approximately $255,000, and the Foundation’s 
other operating expenses totaled $12,500. The Foundation operates 
out of 1,563 square feet of offi ce space on the premises of the 
College’s City Campus and, under its agreement with the College, 
is not required to pay rent or contribute toward the cost of utilities, 
maintenance or insurance. Based on the average rental rates for offi ce 
space in the City of Buffalo, the annual rental value of that offi ce 
space is approximately $22,800.26 Therefore, the total value of the 
fi nancial support provided by the College to the Foundation during 

Erie Community College 
Foundation

26 In the notes to the Foundation’s audited fi nancial statements, the external auditors 
estimated that the value of the offi ce space used by the Foundation was $11,852. 
However, the external auditors could not support the estimate quoted, and 
College and Foundation offi cials maintained no data regarding the approximate 
value of the space utilized. The average asking rental rate per square foot per 
year for offi ce properties in the City of Buffalo as of March 15, 2015 was $14.58 
or nearly twice as much as the amount utilized in preparing the Foundation’s 
fi nancial statements.
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2013-14 totaled more than $290,000. In addition to this contractual 
fi nancial support, the ASC distributes to the Foundation approximately 
$24,000 in student activity fee revenues which are used to fi nance 
alumni activities.27  

Generally, the Board has the authority to enter into written contracts 
for services and compensate for those services provided. In this 
case, the Board has entered into an agreement with the Foundation 
whereby, in exchange for certain services, the College pays the 
Foundation’s operating expenses. Although the agreement stipulates 
how the Foundation will be compensated, the amount of compensation 
can vary signifi cantly and is, to a great extent, out of the College’s 
control. However, the College could not demonstrate that it had ever 
performed a cost benefi t analysis or considered limiting the amount 
of compensation that it provides to the Foundation to ensure it was 
in line with, or at least justifi ed, the cost of doing business with the 
Foundation. Written service agreements should clearly defi ne the 
contractual relationship and responsibilities of each party including 
the cost of services. 

Pouring Rights Revenue and Discretionary Account – The ASC has 
an agreement with a soft drink company whereby the ASC collects 
commissions on vending machines and pouring rights28 revenues 
from serving the company’s products in the cafeterias. Each year, the 
ASC remits $38,840 of its pouring rights revenues to the Foundation. 
The Foundation uses these funds to provide the President with a 
“discretionary” spending account for expenses not included in the 
College’s operating budget. The Foundation Director provided us 
with a detailed cash disbursement report showing payments totaling 
approximately $33,400 issued from the President’s discretionary 
account. We noted29 numerous reimbursements to the President and 
payments to vendors for dues, dining, banquets and entertainment. 
During 2013-14, the reimbursements to the President totaled 
approximately $9,500 and included a $4,000 reimbursement for 
catering services at the President’s holiday party. Additionally, we 
noted payments totaling approximately $7,400 to a private club for 
the President’s membership dues, fees and banquet services. 

27 As noted previously, we have concerns with the student activity fee being used to 
support alumni activities.

28 The exclusive rights of a beverage maker or distributor to have its products sold 
at particular venue, event or institution.

29 The Foundation’s records and operations were outside the scope of our audit; 
therefore, we did not verify the accuracy or completeness of the data provided in 
the cash disbursement ledger. 
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According to the ASC President, the prior College President started 
the practice over 10 years ago. Prior to remitting the funds to the 
Foundation, ASC would pay a portion of the President’s discretionary 
costs for entertaining and promoting the College. However, the ASC 
Board felt confl icted about paying for certain types of expenses. 
As an example, the ASC President cited expenses for alcohol. 
Therefore, the Foundation took over paying for these expenses. The 
ASC President stated that the former College President may have 
discussed this with the Board Chairperson, but the discussion was 
not documented in the minutes and there was no College or ASC 
Board resolution documenting the decision. According to the ASC 
President, the rationale for sending the money to the Foundation was 
not only to provide continued funding for the President’s discretionary 
spending, but also to increase Foundation revenues. He explained 
that, by increasing the Foundation’s revenues, it would appear that 
the Foundation was generating more income than it actually was and 
make it appear to be a viable functioning program.

Gifts and Donations – The agreement requires the Foundation to 
“process, record, acknowledge, and report all gifts to the College.” 
Although the Foundation generally reports gifts to the College 
President, it does not report all gifts or donations to the College 
Board. We identifi ed30 monetary gifts, donations or contributions 
totaling $303,683 that were received by the Foundation on behalf 
of the College during 2013-14 but were not reported to the College 
Board. 

According to the Foundation Director, he had not interpreted the 
agreement’s provision to mean that all gifts had to be reported to the 
College Board. He stated that only gifts of equipment donated for use 
by College academic programs are reported to the Board. He explained 
that, “all gifts of $500 or more are reported to the College through the 
Offi ce of the President via acknowledgment letters for his signature 
on behalf of himself and the College trustees. This also extends to 
gifts from all College personnel, College trustees and Foundation 
directors regardless of the amount.” The President’s Offi ce had no 
documentation to demonstrate that he had been informed of two 
monetary donations totaling more than $154,000. 

Although it appears that the Foundation Director is generally reporting 
gifts or donations to the President, the Board is not being informed 
of the substantial amount of gifts and donations the Foundation is 
receiving on the College’s behalf. The Foundation’s primary function 
is to solicit gifts, grants and donations to be used to benefi t the 
College. However, the Board is not being provided with adequate 

30 All gifts, donations and contributions were identifi ed using tax forms fi led by the 
Foundation with the Internal Revenue Service for reporting purposes.
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information to evaluate the Foundation’s effectiveness in the pursuit 
of this goal. Furthermore, the Board is not provided with suffi cient 
information to determine how these gifts are being used to benefi t 
the College, because all expenditures are made at the sole discretion 
of the Foundation Board without consulting the College Board. The 
College Board has essentially delegated to the Foundation most, if not 
all, of the College’s rights to receive and manage philanthropic gifts 
and donations.

Monitoring and Oversight – The agreement provides no means 
to evaluate how well the Foundation is carrying out its contractual 
obligations to the College or to ensure the services provided justify 
the cost of doing business with the Foundation. Furthermore, the 
College Board is not provided with adequate fi nancial reports or 
other information to monitor the Foundation’s compliance with and 
fulfi llment of the terms of the agreement. According to the Foundation 
Director, no written fi nancial reports are provided to the College 
Board. The Foundation Director provides periodic verbal updates to 
the College Board which are very general in nature and pertain to 
general news and planned events. The audited fi nancial statements 
are submitted to the College’s fi nance department and presented to 
the Foundation’s Board31 but are not presented to the College’s Board. 

During 2013-14, the Foundation provided support or services to 
the College with an approximate value of $502,000. These services 
included providing $247,364 in scholarships; spending $142,290 on 
capital improvements at the North Campus; and providing the College 
with $112,239 in support of educational programs through equipment 
donations, grants and student assistance programs. The Foundation 
is also responsible for handling alumni functions and managing the 
College’s relationship with its alumni. However, the Board is not 
provided with written reports or any information to monitor the 
Foundation’s progress and efforts in enhancing or expanding alumni 
relations. 

Although it appears that the Foundation is providing the College with 
suffi cient support to justify the cost of its operations, the Board did 
not have suffi cient information on which to base decisions or properly 
monitor contract compliance. As a result, the Board did not properly 
monitor the Foundation, thereby diminishing its ability to properly 
protect the College’s interests. 

The Board should:

17. Ensure that written agreements with affi liated entities stipulate 
how performance will be measured and evaluated. 

31 The Foundation Board includes one member who also serves as a trustee on the 
College Board.

Recommendations
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18. Adopt a formal comprehensive policy specifying the purposes 
for which the student activity fees may be used and the process 
for allocating the fees among those uses.

19. Review student activity fee allocations provided to and used 
by clubs and organizations at least annually to determine 
whether the amount of the fee is appropriate and necessary.

20. Establish clearly defi ned and measurable goals and objectives 
for evaluating the performance of affi liated entities.

21. Review audit reports, periodic fi nancial reports and other 
interim reports necessary to evaluate the activities and 
performance of affi liated entities in pursuit of stated goals and 
objectives.

22. Require affi liated entities to provide adequate documentation 
regarding their key activities and contractual obligations.
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APPENDIX A

RESPONSE FROM COLLEGE OFFICIALS

The College offi cials’ response to this audit can be found on the following pages.

In their response, College offi cials referred to page numbers in the draft report. These page numbers 
have since changed upon the report’s fi nal formatting.
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See
Note 1
Page 51
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See
Note 2
Page 51
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See
Note 2
Page 51
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See
Note 3
Page 51
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See
Note 4
Page 51
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Note 1

The audit team made several attempts to contact Board members during the audit process.  However, 
the College designated an audit liaison who was unwilling to provide the audit team with phone 
numbers for the Board members. She later provided us with the Board Chairperson’s phone number, 
but he did not return our call. Another College offi cial provided us with a different Board member’s 
phone number, whom the audit team was able to contact. The audit team also notifi ed Board members 
in writing that the audit team was onsite conducting audit work and provided Board members with the 
audit manager’s pertinent contact information.

Note 2

The President and appropriate members of the College’s senior executive staff were kept informed 
throughout the course of the audit. The audit team met with these offi cials on multiple occasions to 
explain the audit scope, objectives and fi ndings. We made several attempts to contact Board members 
and we encouraged College offi cials to provide the Board with periodic updates. As such, had the 
Board taken a more proactive role, it would have been aware of audit’s fi ndings in a more timely 
manner.

Note 3

In September 2010, there were 17 senior executive positions on the payroll. In February 2015, there 
were 26 senior executive positions on the payroll, resulting in an increase of nine positions. During 
this time, 10 senior executive positions were created and one was eliminated. We updated the report 
to clarify the issue.

Note 4

Although faculty members are required to pay a market rate for childcare services, this rate is not 
based on the costs to provide the childcare services.  Therefore, there is still a risk that student activity 
fees could be used to subsidize childcare costs for faculty members. 

APPENDIX B

OSC COMMENTS ON THE COLLEGE’S RESPONSE
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

The objective of our audit was to assess Board oversight and management of College resources for the 
period September 1, 2013 through July 2, 2015. To accomplish the objective of our audit and obtain 
valid audit evidence, our procedures included the following:

Executive Salaries and Benefi ts

• We reviewed relevant laws or regulations pertaining to the duties and powers of the Board and 
President as it pertains to appointments, salaries and benefi ts.

• We interviewed offi cials and employees to gain an understanding of the College’s applicable 
payroll and personnel policies and procedures (e.g., creating new positions, appointments, 
recruitment, hiring). 

• We analyzed changes in headcount and payroll costs in comparison with enrollment trends 
over the past fi ve fi scal years.

• We reviewed payroll registers and employee earnings reports to determine the total amount 
of compensation paid to all senior executives including base salary, pay increases, salary 
adjustments, stipends and longevity during the period September 1, 2013 through February 20, 
2015. We extended our scope back to September 1, 2010 to verify base salaries of newly hired 
executives and to quantify cumulative pay increases and stipends paid to senior executives.

• We reviewed Board personnel agendas and minutes to determine whether the salary and 
benefi ts were accurate, supported and Board-approved.

• We compared benefi ts provided to senior executives to collective bargaining agreements, 
individual employee contracts and Board minutes to ensure that executives only received 
benefi ts to which they were entitled.

• We reviewed time sheets, leave accrual records and other appropriate supporting documentation 
for all senior executives during the period September 1, 2013 through February 20, 2015 to 
verify that these employees were accruing leave time per contract agreements and/or applicable 
collective bargaining agreements, and to ensure leave records were accurate and updated in a 
timely fashion.

• We reviewed Board personnel agendas and employee listings with job titles for the past fi ve 
fi scal years to identify all newly created senior executive positions/titles and verify that all 
new positions were created in a transparent manner and in compliance with applicable Board 
policies. 
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Procurement

• We reviewed Board-adopted policies regarding the procurement of professional or contractual 
services.

• We interviewed College offi cials and employees regarding policies and procedures for 
procuring professional services.

• We selected 16 professional service vendors with contracts or payments during 2013-14 and 
2014-15 with cumulative payments exceeding $10,000, the threshold established by Board 
policy for seeking competition. The sample selection was judgmental based on payment 
amounts, vendor names and service descriptions, and included identifying “split payments” 
that would meet the threshold if aggregated.

• We reviewed procurement documentation and interviewed appropriate offi cials to determine if 
services were procured in compliance with Board policies.

• We reviewed professional service documentation on fi le, interviewed appropriate offi cials 
and reviewed Board minutes to determine if the College entered into written contracts with 
the service provider. If no written contract was on fi le, we reviewed Board minutes and 
interviewed offi cials to determine how the basis for compensation and services to be rendered 
was determined and documented.

• We reviewed all invoices and supporting documentation on fi le to ensure payments were 
properly supported, contained suffi cient evidence that the services were rendered and were 
made in accordance with written contracts if applicable.

• We compared prices paid for services procured through State contracts to State contract prices 
to ensure the College paid the appropriate rates. 

Affi liated Entities

• We reviewed the affi liated entities’ constitution, bylaws and articles of incorporation to obtain 
key background information including organization, stated purpose and operational structure.

• We reviewed written contracts between the College and its affi liated entities and identifi ed 
pertinent terms regarding basis for compensation, services to be rendered and contractual 
reporting requirements.

• We requested that the College and its affi liated entities provide documentation to demonstrate 
that each party is fulfi lling their service and support provisions of the agreement.

• We interviewed offi cials and employees of the College, Foundation and ASC to determine what 
information or reports the College Board receives to monitor the organization’s compliance 
with and fulfi llment of the terms of agreement.

• We reviewed the audited fi nancial statements, which were the only fi nancial reports provided 
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to the Board, to determine if the information was adequate for monitoring the affi liated entities 
and ensuring contract compliance.

 
• We reviewed federal tax exempt forms that the Foundation fi led with the Internal Revenue 

Service and identifi ed reportable gifts and donations received on the College’s behalf.

• We reviewed cash disbursement fi les, such as general ledger detail and vendor history reports, 
to identify all payments to affi liated entities.

• We reviewed all payments to affi liated entities to ensure payments were made in accordance 
with contract stipulations and/or in compliance with applicable policies, rules, regulations and 
laws.

• We reviewed payroll records including earning summaries, expenditure detail reports and 
personnel fi le records to document all payroll salary and benefi ts provided for Foundation 
employees or offi cers.

• We interviewed offi cials and employees of the College, Foundation and ASC to determine what 
direct and indirect fi nancial support (facilities, utilities, supplies, etc.) the College provides to 
the organizations.

• We reviewed audited fi nancial statements for the College, Foundation and ASC to identify 
direct and indirect fi nancial support provided by the College and compared this information 
with College fi nancial records. For all sources of fi nancial support identifi ed, we verifi ed 
whether the support was appropriate based on contracts, articles of incorporation, applicable 
policies, rules, regulations and laws.

We conducted this performance audit in accordance with GAGAS. Those standards require that we 
plan and perform the audit to obtain suffi cient, appropriate evidence to provide a reasonable basis 
for our fi ndings and conclusions based on our audit objective. We believe that the evidence obtained 
provides a reasonable basis for our fi ndings and conclusions based on our audit objective.
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APPENDIX D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

Offi ce of the State Comptroller
Public Information Offi ce
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/

To obtain copies of this report, write or visit our web page: 
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