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Dr. Matthew Goldstein 
Chancellor 
City University of New York 
Office of the Chancellor 
535 East 80th Street – 7th Floor 
New York, NY 10075 

Re: Report 2011-0046 

Dear Dr. Goldstein: 

Our Office examined1 payments made by the City University of New York’s Brooklyn College 
and Hunter College (collectively, the Colleges) from June 1, 2011 through December 31, 2011 to 
Communications Audio Visual (CAV) for audio visual equipment under Office of General 
Services Contract Award 21273-E (Award).  We also examined payments made by Brooklyn 
College for audio visual equipment and installation services under Contract N901601 (Contract) 
for the same time period.  Based on the nature of our findings, we expanded the scope of our 
examination to include CAV employee payroll records for the period January 1, 2011 through 
December 31, 2011. 

The objectives of our examination were to determine whether (i) the payments complied with the 
terms and conditions of the Award and Contract, (ii) CAV paid its employees prevailing wage 
rates, and (iii) CAV provided Workers’ Compensation coverage to all its employees. 

A. Results of Examination 

We found the Colleges did not comply with the terms and conditions of the Award, and 
Brooklyn College did not comply with the terms and conditions of the Contract.  Specifically, 
the Colleges procured installation services not included in the Award, and Brooklyn College paid 
for equipment and installation under the Contract on an incorrect basis.  As a result, CAV 
received an unfair advantage over other vendors by providing $196,062 in equipment and 
services without the Colleges’ seeking the required competition or obtaining a properly amended 
contract when necessary.  In addition, the Colleges did not monitor the number of hours worked 
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by CAV employees providing installation services, and CAV could not provide valid 
documentation to support hours billed.  Therefore, the Colleges cannot demonstrate they 
obtained the best value for their purchases absent fair and open competition.  

We also found CAV did not pay its employees prevailing wage rates.  CAV’s owner admitted to 
owing employees more than $82,000 for the difference between the actual wages paid to the 
employees who worked at the Colleges in 2011 and the amount owed for prevailing wages and 
supplemental benefits.  CAV could not provide valid documentation, including the required 
certified payroll records, to support the number of hours its employees worked and may owe the 
employees significantly more than $82,000.  Instead, CAV provided us with conflicting payroll 
records.  We have referred these findings to the New York State Department of Labor for further 
investigation. 

In addition, the Colleges did not monitor the number of hours worked by contractors and 
subcontractors or require contractors and subcontractors to submit certified payroll records, as 
required by law.  As a result, the Colleges have no assurance that contractors and subcontractors 
were paid only for actual hours worked and that contractors and subcontractors required by law 
to pay their employees prevailing wages were doing so. 

CAV may not have provided continuous Workers’ Compensation coverage to all its employees, 
as required by the State Workers’ Compensation Law.  By under-reporting the number of 
employees, a contractor may obtain Workers’ Compensation insurance at a cheaper rate to cut 
costs and increase profits.  We referred this matter to the New York State Workers’ 
Compensation Board for further investigation. 

We shared a draft report with officials from the Colleges and City University of New York 
(CUNY) Administration.  We considered their comments (Appendix A) in preparing this final 
report.  The Colleges and CUNY Administration agree that the terms and conditions of the 
contract must be adhered to when procuring services and that any changes in those terms and 
conditions must be permissible or receive the required approvals.  The Colleges also agree that 
they must improve their monitoring of contract performance to substantiate the payment of 
invoices.  The Colleges are also committed to verifying the payment of prevailing wages and 
ensuring vendors’ maintain sufficient workers’ compensation coverage.  The Colleges also stated 
that they will increase their efforts to determine vendor compliance; however, ultimate 
responsibility for complying with these laws must rest with the vendor. 
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B. Background and Methodology 

CAV is an authorized reseller of audio visual equipment and accessories under multiple contracts 
awarded by the Office of General Services (OGS) under the Award.  The Award is limited to the 
sale of audio visual equipment and accessories and does not include installation.  Authorized 
users of the Award must procure installation separately. 

CAV also provides audio visual equipment and installation to Brooklyn College under the 
Contract.  According to the Contract’s terms and conditions, CAV is paid for audio visual 
equipment on a per item basis and for installation on a per hour basis.  There are no provisions in 
the Contract for Brooklyn College to procure audio visual equipment and installation at a 
combined price that includes both the equipment and installation. 

To accomplish our objectives we (i) examined vouchers and other documentation supporting 
payments to CAV, (ii) reviewed available payroll records, (iii) analyzed the terms and conditions 
of the Award and Contract, and (iv) interviewed officials from the Colleges and CAV. 

C. Details of Findings 

 Failure to Comply With Terms and Conditions of the Award and Contract 

We found the Colleges procured installation services from CAV using the Award, despite 
College officials’ acknowledging installation was not allowed.  The Colleges simply awarded the 
services totaling $58,567 ($56,367 for Hunter College and $2,200 for Brooklyn College) to CAV 
without competition and charged the services to the OGS contracts under the Award.  As a result, 
the Colleges provided CAV an unfair advantage by circumventing the required procurement 
process and may not have paid the best price for these purchases.  According to Hunter College 
officials, it was more convenient to procure the audio visual equipment and the installation 
services from the same vendor. 

We also found that Brooklyn College initially procured audio visual equipment on a per item 
basis and installation on a per hour basis, as required by the Contract.  However, the College 
later procured audio visual equipment and installation services totaling $137,495 from CAV at a 
combined price that included equipment and installation on a per room basis.  There are no 
provisions in the Contract for procuring equipment and installation on a per room basis.  
Brooklyn College officials claimed it was cheaper to procure audio visual equipment and 
installation services in this manner. 

By procuring audio visual equipment and installation from CAV in a manner not provided for in 
the Contract, Brooklyn College changed the scope of services obtained under the Contract.  
According to Chapter XI, Section 2.H of the Office of the State Comptroller’s (OSC) Guide to 
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Financial Operations, if during the contract term there is a change in the scope of services, the 
agency must submit an amendment to OSC for review and approval (if appropriate) before the 
change can be made.  Brooklyn College did not amend the Contract.  Therefore, Brooklyn 
College should have followed the terms and conditions of the Contract.  By not doing so, 
Brooklyn College provided CAV an unfair advantage over other vendors and may not have paid 
the best price for these purchases.  

In addition, the Colleges did not monitor the number of hours worked by CAV employees 
providing installation services, and CAV could not provide valid documentation to support that 
its employees actually worked hours billed.  Consequently, the Colleges cannot demonstrate they 
paid a competitive price for the installation services under the Award, and Brooklyn College 
cannot demonstrate it was cheaper to procure audio visual equipment and installation services on 
a combined, per room basis. 

 Failure to Pay Prevailing Wage Rates 

Article 8, Section 220 of the State Labor Law requires contractors and subcontractors working 
on Public Works projects to pay their employees at least the prevailing wage rates and pay or 
provide the prevailing supplemental benefits (e.g., health insurance).  Contractors and 
subcontractors are also required to keep original payrolls or transcripts showing the hours and 
days worked by each employee, the occupation at which he/she worked, the hourly wages paid 
and the supplements paid or provided.  Contractors and subcontractors are also required to 
certify the payroll records are true under the penalty of perjury and to submit the certified payroll 
records to the entity for which they are providing services. 

In order to determine if CAV paid its employees the appropriate prevailing wage rates, we 
requested CAV’s payroll records for 2011.  CAV provided two sets of payroll records.  
According to the first set of payroll records, nine CAV employees provided 1,883 hours of 
service at Brooklyn College and nine CAV employees provided 1,608 hours of service at Hunter 
College.  According to the second set, eight CAV employees provided 199 hours of service at 
Brooklyn College and nine CAV employees provided 428 hours of service at Hunter College.  
CAV’s payroll records did not include the employees’ last names, the occupations worked, the 
hourly wages paid, or the supplements paid or provided. 

Subsequently, CAV hired an accounting firm to compile payroll records for 2011.  According to 
a spreadsheet prepared by the accounting firm, 11 CAV employees provided 2,031 hours of 
service at Brooklyn College and 10 CAV employees provided 1,401 hours of service at Hunter 
College in 2011. 
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In response to our questions regarding the state of CAV’s payroll records and the differences 
between CAV’s payroll records and the spreadsheet prepared by the accounting firm, CAV’s 
owner admitted he did not pay his employees prevailing wage rates.  He also admitted to owing 
his employees more than $82,000 ($49,907 for Brooklyn College and $32,200 for Hunter 
College) for the difference between the actual wages paid to the employees who worked at the 
Colleges in 2011 and the amount owed for prevailing wage rates and supplemental benefits. 

The lack of information maintained by CAV and the inconsistencies in the payroll records cause 
us to question whether CAV provided our auditors with potentially fraudulent payroll records in 
an attempt to cover up the fact that it did not pay its employees the appropriate prevailing wage 
rates or maintain certified payroll records.  Based on these inconsistencies, we also question if 
CAV owes its employees more than the $82,000 the owner admitted he owed.  Therefore, we 
have referred our findings to the New York State Department of Labor for further investigation. 

We found the Colleges did not monitor the number of hours worked by contractors and 
subcontractors or require those contractors and subcontractors to submit certified payroll records, 
as required by law.  Had the Colleges done so, they could periodically review the certified 
payroll records to ensure contractors and subcontractors were paid only for actual hours worked 
and that contractors and subcontractors paid prevailing wage rates.  As a result, the Colleges 
have no assurance that contractors or subcontractors are paid only for actual hours worked and 
are complying with Article 8, Section 220 of the State Labor Law. 

 Workers’ Compensation Coverage 

Workers' Compensation insurance provides cash benefits and/or medical care for workers who 
are injured or become ill as a direct result of their job.  The State Workers’ Compensation Law 
requires employers to provide continuous Workers’ Compensation insurance coverage for all 
employees, including part-time staff.  The law also requires employers to keep accurate records 
of the number of employees, job classification, wages and accidents for four years.  If an 
employer fails to maintain coverage and an employee is injured or becomes ill as a direct result 
of his or her job, the employer is liable for the actual award (including both compensation and 
medical costs), plus any other penalties the Workers’ Compensation Board assesses.  Pursuant to 
the law, Appendix A of the Contract requires CAV to maintain Workers’ Compensation 
insurance coverage for its employees during the life of the contract. 

CAV submitted proof of Workers’ Compensation insurance to Brooklyn College as part of the 
bid process for the Contract.  Our review showed that this policy covered three employees.  
However, payroll records CAV provided to us indicate CAV may have at least 14 full-time 
and/or part-time employees.  Accordingly, CAV may not have provided Workers’ Compensation 
coverage to all employees as required by law and the Contract. 
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Based on the nature of our findings throughout the examination, we question whether CAV may 
have intentionally and materially understated or concealed payroll to obtain Workers’ 
Compensation insurance at a cheaper rate.  Doing so could result in a fine and/or criminal 
conviction.  Therefore, we referred this matter to the New York State Workers’ Compensation 
Board for further investigation. 

Recommendations 

To Brooklyn and Hunter Colleges 

1) Establish a process to monitor and evaluate vendors’ compliance with contract 
terms and conditions. 

2) Ensure invoices only for work within the scope of existing contracts are charged 
against those contracts. 

3) Ensure all contractors and subcontractors with Public Works contracts submit 
certified payroll records, as required by law.   

4) Periodically review certified payroll records to ensure contractors and 
subcontractors are paid only for hours worked and are paying prevailing wage 
rates. 

5) Ensure all contractors and subcontractors provide Workers’ Compensation 
insurance to all employees. 

To Brooklyn College 

6) Ensure staff complies with Chapter XI, Section 2.H of OSC’s Guide to Financial 
Operations. 
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We thank the management and staff of the City University of New York, Brooklyn College, and 
Hunter College for the courtesies and cooperation extended to our auditors.  Since your response 
to the draft is in agreement with this report, there is no need for further response unless you feel 
otherwise.  If you choose to provide a response, we would appreciate it by April 19, 2013. 

Sincerely, 

Bernard J. McHugh 
Director of State Expenditures 

Attachment: Appendix A 
 
cc: Karen Gould, President of Brooklyn College 
 Jennifer Raab, President of Hunter College 
 Barry Kaufman, University Comptroller, City University of New York 
 Gordon Taylor, Director of Internal Audit, City University of New York
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