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EXECUTIVE SUMMARY 
 

OFFICE OF MENTAL RETARDATION AND 
DEVELOPMENT DISABILITIES 

HUDSON VALLEY DDSO 

FINANCIAL MANAGEMENT PRACTICES 

 

SCOPE OF AUDIT 

 
he Office of Mental Retardation and Developmental Disabilities (OMRDD) 
provides a comprehensive system of care for over 116,000 individuals with 

developmental disabilities (consumers) and their families through 13 
Developmental Disabilities Services Offices (DDSOs) and a network of not-for-
profit private agencies and State-operated community programs.  The Hudson 
Valley DDSO (formerly known as Letchworth Village) coordinates and delivers 
services to consumers residing in Sullivan, Orange, Rockland and Westchester 
counties.  Hudson Valley operates 130 State-operated community residences 
(group homes) for more than 1,000 consumers and oversees 170 family care 
residences.  For the 1999-00 State fiscal year, Hudson Valley’s budgeted and 
actual personal service costs were $71.9 million (including $1.1 million for 
overtime) and $73.1 million (including $4.1 million for overtime), respectively. 
 
Our financial related audit addressed the following question about selected 
Hudson Valley financial management practices for the period April 1, 1999 to 
April 4, 2001: 

 
• Does Hudson Valley maintain adequate controls over staff overtime, 
consumer cash, purchasing, CMM projects and equipment to ensure 
assets are safeguarded and funds are expended appropriately? 

 

AUDIT OBSERVATIONS AND CONCLUSIONS 

 
ur audit found that Hudson Valley does not adequately control staff overtime, 
consumer cash, purchasing, Community Minor Maintenance (CMM) projects 

and equipment in operating its group homes.  Most significantly, because staff 
and supervisors often disregarded established controls over overtime, we 
determined that Hudson Valley may have paid for overtime that was not worked.  
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Also, at the five homes we visited, we also found that consumer funds were 
sometimes unaccounted for and that certain purchases and CMM projects were 
not competitively bid, as required. 
 
To evaluate the effectiveness of Hudson Valley’s controls over overtime, we 
selected the 25 Hudson Valley employees who were paid the most overtime in  
the 1999-00 fiscal year and examined their records for a total of 125 sampled pay 
periods for the 1999-00 fiscal year and through October 18, 2000. We found that 
prior approval of overtime was not documented and instances in which no 
reasons for overtime were documented, supervisors’ authorizations and other 
documentation were incomplete or missing, and employees’ signatures on daily 
timesheets were questionable.  As a result, Hudson Valley management may 
have paid $44,109, or almost 23 percent of the total overtime cost for our 
sample, for overtime that was not worked.  (See pp. 7-12) 
 
We found deficiencies in controls over consumer in-house accounts at four of the 
five group homes we visited, with the result that 12 percent of the amounts 
reportedly spent on consumers’ behalf were undocumented or unable to be 
reconciled.  Further, Client Cash System withdrawals were not always timely and 
correctly posted to consumers’ accounts.  Hudson Valley should ensure 
compliance with established procedures to safeguard consumer funds.  (See pp. 
15-19) 
 
Our test of a judgmental sample of 25 purchases at the above five homes 
revealed numerous instances in which purchases were not competitively bid, and 
not adequately documented.  We also tested a sample of 16 purchase orders 
related to the ten CMM projects.  We found no evidence that services were 
provided for five purchases; we also found that managers sometimes avoided 
competitive bidding.  (See pp. 21-22, 25-26) 
 
We made eight recommendations to improve controls and procedures at the 
Hudson Valley DDSO. 

 

COMMENTS OF OFFICIALS 

 
n their response to our draft report, OMRDD officials agree with our 
recommendations and indicate the steps they have taken or will take to 

implement them.  A complete copy of OMRDD’s response is included as 
Appendix B. 
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INTRODUCTION 

 

Background 
he Office of Mental Retardation and Developmental 
Disabilities (OMRDD) provides a comprehensive system of 

care for over 116,000 individuals with developmental disabilities 
(consumers) and their families through 13 Developmental 
Disabilities Services Offices (DDSOs) and a network of not-for-
profit private agencies and numerous State-operated programs 
based in the community.  The Hudson Valley DDSO (Hudson 
Valley), formerly known as Letchworth Village, is responsible for 
coordinating and delivering services to consumers residing in 
Sullivan, Orange, Rockland and Westchester counties. Hudson 
Valley operates 130 State-operated community residences 
(group homes) with over 1,000 consumers and oversees 170 
family care residences with 330 consumers.  
 
Hudson Valley’s budget for the State fiscal year ended March 
31, 2000 totaled $83 million, for a staff authorization of 2,003 
employees.  Of the $83 million, $71.9 million was budgeted for 
personal service costs (including $1.1 million budgeted for 
overtime) and $11.1 million was budgeted for non-personal 
service costs.  Actual personal service costs for the 1999-00 
fiscal year were $73.1 million, including $4.1 million in overtime 
cost; actual non-personal service costs for this period totaled 
$11.1 million.  Hudson Valley officials stated that their overtime 
costs were higher than expected due principally to costs 
associated with the phase down of the Letchworth Multiple 
Disability Program and the continued operation of the physical 
plant at Letchworth. 
 
The Hudson Valley Business Office maintains a cash account 
for every consumer residing in a group home on the Client Cash 
System, which records every consumer’s receipts and 
withdrawals. On a monthly basis, the group home director 
receives a check for the total amount of Client Cash System 
withdrawals requested by all consumers in the group home, and 
posts the individual amounts to the consumers’ general ledger 
accounts at the home.  Withdrawals of funds from these in-
house accounts are documented on the ledger cards.  Group 
home employees who accompany consumers on shopping trips 
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sign and date receipts for purchases and deposit change in 
consumers’ accounts.   
 
The Hudson Valley Purchasing Department is responsible for 
buying all goods and services for the DDSO group homes.  
Group homes submit purchase requests to the Purchasing 
Department, which issues purchase orders for approved 
requests, and payment vouchers when the goods or services 
have been received.  For the period April 1, 1999 through 
October 31, 2000, Hudson Valley issued 13,992 purchase 
orders totaling $12.7 million. 
 
Hudson Valley receives State funding for Community Minor 
Maintenance projects, which involve repair and maintenance of 
its group homes.  Projects include work such as new roofs, 
bathroom rehabilitations and driveway repaving. For fiscal 1999-
2000, Hudson Valley received $753,792 for these projects.  
Projects must be approved by OMRDD and are subject to 
competitive bidding requirements. 
 
Hudson Valley maintains inventory records for all equipment, 
including furniture, appliances and electronic equipment, on its 
Equipment Inventory System.  Hudson Valley equipment 
controls require that all items valued at $200 or more be entered 
into the system, and that items valued at $500 or more also be 
tagged. 
 

Audit Scope, Objective and Methodology 
 

e audited Hudson Valley’s controls over selected financial 
practices for the period April 1, 1999 to April 4, 2001.  The 

objective of this financial related audit was to determine whether 
internal controls over staff overtime, consumer accounts, 
purchasing, Community Minor Maintenance projects and the 
equipment inventory system are adequate to ensure assets are 
safeguarded and funds are expended appropriately. To 
accomplish our objective, we interviewed Hudson Valley officials 
and reviewed applicable laws, rules, regulations, policies and 
procedures.  In addition, we sampled records as described 
below. 
 
We analyzed the overtime database provided by Hudson Valley 
for the fiscal year ended March 31, 2000 (1999-00 fiscal year) 
and for the period April 1, 2000 through October 18, 2000, by 
using the Audit Command Language program to ascertain the 
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ranking and amount of employees’ overtime.  Of the 1,354 
employees listed on the overtime database, we selected the 25 
employees who were paid the highest amount of overtime 
during fiscal year 1999-2000. For the 25 sampled employees, 
we then selected a total of 125 sampled pay periods for the 
fiscal year 1999-2000 through October 18, 2000.  For our 
sample of 25 employees and for the 125 sampled pay periods, 
there were 1,113 overtime entries (for each entry, there is a 
corresponding employee daily sign-in/out time sheet) listed on 
the employees’ overtime reports representing 8,043.5 overtime 
hours worked at a cost of $193,540. We then reviewed the 
overtime reports and the 1,113 daily sign-in/out sheets to 
determine whether the overtime was justified, properly 
authorized and adequately documented. 
 
To test controls over consumer funds, we reviewed the personal 
allowance accounts of 55 consumers who resided at five 
sampled group homes (Farrington, Hudson, North Salem, Mid-
Hudson II and Echo Lake), which were selected based on the 
deficiencies found during the 1999 and 2000 annual cash audits 
performed by Hudson Valley Business Office personnel.  We 
judgmentally selected a total of 284 transactions made on 
behalf of these 55 consumers that had occurred during our audit 
period.  Each transaction involved a cash withdrawal and re-
deposit of any change.  We sought documentation of purchases 
reportedly made with the monies. 
 
To determine whether consumer withdrawals from the Client 
Cash System maintained by the Business Office were properly 
posted to the consumers’ in-house accounts at the group 
homes, we judgmentally selected a total of 230 withdrawal 
transactions from the Client Cash System reports for 53 of the 
55 consumers (one died and one made no withdrawals). In 
addition, we judgmentally selected one cash withdrawal from 
the Client Cash System report for each of the 53 consumers 
mentioned above and reviewed the supporting documentation to 
determine if the withdrawals were properly authorized and the 
cash accounted for. 
 
To examine Hudson Valley’s compliance with purchasing 
procedures and guidelines, we selected a judgmental sample of 
25 purchases (five purchases for each of our five sampled 
homes) from the 1,906 purchases listed on Hudson Valley’s 
Expenditure Transactions by Cost Center Report for the period 
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April 1, 1999 through October 31, 2000.  For this test, we 
selected higher cost items that we could physically verify. 
 
We also reviewed a sample of projects involving the repair and 
maintenance of group homes to determine if the projects were 
appropriately bid and satisfactorily completed.  We selected a 
judgmental sample of 10 projects from the 198 projects listed on 
the fiscal year 1999-2000 Community Minor Maintenance 
Report.  In selecting projects, we focused on higher cost 
projects for which we could physically verify the satisfactory 
completion of the work performed.  We then reviewed 16 
purchase orders associated with the sampled 10 projects to 
determine whether Hudson Valley complied with purchasing 
guidelines.  Further, we obtained a listing of equipment items 
from the facility’s Equipment Inventory System as of February 
13, 2001 for each of the five sampled homes.  We then visited 
the homes to physically verify the existence of these items.  
 
We conducted our audit in accordance with generally accepted 
government auditing standards.  Such standards require that we 
plan and perform our audit to adequately assess those OMRDD 
operations included within the audit scope.  Further, these 
standards require that we understand OMRDD’s internal control 
structure and its compliance with those laws, rules and 
regulations that are relevant to the operations included in our 
audit scope.  An audit includes examining, on a test basis, 
evidence-supporting transactions recorded in the accounting 
and operating records and applying such other auditing 
procedures as we consider necessary in the circumstances.  An 
audit also includes assessing the estimates, judgments and 
decisions made by management.  We believe our audit provides 
a reasonable basis for our findings, conclusions and 
recommendations. 
 
We use a risk-based approach to select activities for audit.  We 
focus our audit efforts on those activities we have identified 
through a preliminary survey as having the greatest probability 
for needing improvement.  Consequently, by design, we use 
finite audit resources to identify where and how improvements 
can be made.  We devote little audit effort reviewing operations 
that may be relatively efficient or effective.  As a result, we 
prepare our audit reports on an “exception basis.”  This report, 
therefore, highlights those areas needing improvement and 
does not address activities that may be functioning properly. 
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Internal Control and Compliance Summary 
 

ur evaluation of the internal controls over overtime, 
consumer funds, purchasing, Community Minor 

Maintenance projects and the equipment inventory system 
identified several control deficiencies.  As a result of these 
control weaknesses, there is a risk that funds for these related 
areas may not have been used for their intended purposes.  
These matters are presented throughout the report. 
 

Response of OMRDD Officials to Audit 
 

raft copies of this report were provided to OMRDD officials 
for their review and comment.  Their comments were 

considered in preparing this report and are included as 
Appendix B. 
 
Within 90 days after final release of this report, as required by 
Section 170 of the Executive Law, the Commissioner of the 
Office of Mental Retardation and Developmental Disabilities 
shall report to the Governor, the State Comptroller, and the 
leaders of the Legislature and fiscal committees, advising what 
steps were taken to implement the recommendations contained 
herein, and where recommendations were not implemented, the 
reasons therefor. 
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OVERTIME 

 
vertime costs need to be controlled by ensuring that 
overtime is justified, properly authorized and adequately 

documented.  However, in our audit of overtime practices for our 
sample of 25 employees at Hudson Valley, we found the 
following evidence that staff and supervisors often disregarded 
established control procedures: the reason for overtime was 
missing; supervisors’ certifications and other documentation 
were incomplete or missing; employees’ signatures on daily 
sign-in/out sheets were sometimes questionable; and certain 
employees were improperly paid for non-mandated overtime 
while traveling between group homes.  We believe these control 
deficiencies exist because Hudson Valley management has not 
acted to ensure overtime controls were fully implemented and 
effective. As a result, Hudson Valley may have paid $44,109 for 
overtime that was not worked. 
 
Our analysis of Hudson Valley’s overtime database for the fiscal 
year ended March 31, 2000 (1999-00 fiscal year) showed that 
1,354 employees were paid $3.9 million in overtime. (Hudson 
Valley’s database, which reflects overtime on the cash basis, 
listed $3.9 million in overtime costs; Hudson Valley’s fiscal year 
data, which reported overtime on the accrual basis, indicated 
overtime costs for the same period as $4.1 million.)  Also, 36 
employees received overtime that was 40 percent or more of 
their regular salaries. Most of the overtime was paid to 
“Developmental employees” who received $3.6 million (92 
percent) of the $3.9 million in overtime.  For the period April 1, 
2000 through October 18, 2000 (the cut-off date for our overtime 
review), Hudson Valley incurred overtime costs of $ 2.5 million. 
 

Hudson Valley Overtime Reports 
 

udson Valley’s overtime report is an OMRDD form that lists 
the amount of overtime worked for each employee during a 

pay period. It should indicate the following: the name of the 
employee; the date and amount of overtime hours worked; the 
shift(s) worked; the site location (where the employee worked 
the overtime); the work location (the group home or department 
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to which the employee is normally assigned); the justification or 
reason why the overtime was needed; and the authorized and 
dated signatures of the site location supervisor, work location 
supervisor and team leader (in charge of site and work location 
supervisors) or the department head. 
 
We reviewed the overtime reports for our sample of 25 
employees (19 developmental, 3 maintenance and 3 safety 
employees) and found the following exceptions: 
 

• For 120 entries representing 752.75 overtime hours 
 paid (9.4 percent of the sampled 8,043.5 overtime 
 hours), there was no evidence of justification for the 
 overtime. 

 
• For 49 entries representing 274.5 overtime hours (3.4 
 percent), the site supervisors did not sign the 
 overtime reports to verify that the overtime was 
 actually worked.  

 
• For 249 entries representing 1,863 overtime hours 
 (23.2 percent), the work location supervisors did not 
 sign the overtime reports.  Since work location 
 supervisors are required to monitor employees’ 
 overtime, according to Hudson Valley officials, their 
 signatures on the overtime report should demonstrate 
 this monitoring.  

 
• For 190 sampled entries representing 1,346 overtime 
 hours (16.7 percent), site location supervisors’ 
 signatures were not dated; for 84 entries representing 
 690.75 overtime hours (8.6 percent), signatures of 
 work location supervisors’ were not dated; and for 686 
 entries representing 5,001.75 overtime hours (62.18 
 percent), team leaders’ signatures were not dated. 
 The lack of a date raises the possibility that the 
 supervisors’ signatures were added after the overtime 
 occurred, thus weakening the credibility of the 
 overtime reports.  

 
• For 11 entries involving four employees, the shifts in 
 which the overtime occurred were not recorded on the 
 overtime reports; another 25 shifts were recorded 
 incorrectly for the overtime worked.  Not recording, or 
 incorrectly recording, the shifts during which overtime 
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occurred makes it more difficult to trace the overtime on 
overtime reports to the employees’ daily sign-in/out 
sheets.  

 
In response to our preliminary audit findings, OMRDD officials 
stated that they agreed with our findings. They indicated they 
would work with Hudson Valley to improve the facility’s 
compliance with OMRDD requirements for pre-approving, 
justifying and documenting overtime hours worked, and for 
reviewing entries on the overtime report to ensure their 
completeness and accuracy.  
 

Daily Sign-in/out Sheets 
 

MRDD regulations require that overtime-eligible employees 
must maintain time records of actual hours worked on a 

daily sign-in/out sheet.  Hudson Valley officials told us that 
employees should sign in and sign out on a daily basis on the 
daily sign-in/out sheet (timesheet).  This daily timesheet, which 
is maintained at each group home or department office, shows 
the arrival for duty and departure time for all the employees who 
worked at the site that day, as well as any amount of overtime 
hours worked.  OMRDD regulations further require that 
employees’ supervisors sign daily timesheets to certify that the 
hours indicated, including overtime hours, were actually worked. 
 
For each entry on the overtime report, there should be a 
corresponding daily timesheet documenting the hours (overtime 
as well as regular) the employee worked.  However, our review 
of the sampled 1,113 daily timesheets found that 1,665.25 
overtime hours totaling $44,109 (22.8 percent of the sampled 
overtime cost of $193,540) were not properly documented on 
daily timesheets. Examples included the following: 
 

• 15 timesheets, representing 93.5 overtime hours, 
 were missing. Timesheets are evidence that 
 employees worked the hours for which they were 
 paid.  Without these records, there is no evidence that 
 the overtime hours (as well as regular hours) were 
 worked.   

 
• Supervisors of the sampled employees (excluding the 
 3 safety officers) did not sign 64 daily time sheets, 
 representing 486 overtime hours (6 percent of the 
 sampled overtime hours).  In addition, the supervisor 
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 of the three safety officers did not sign their daily 
 timesheets representing 364 hours of overtime (4.5 
 percent).  Without the supervisors’ certifications, the 
 employees should not have been paid for the 
 overtime.  In the course of our review, we also found 
 that supervisors did not sign at least 345 daily time 
 sheets for non-sampled employees assigned to the 
 same group homes as our sampled employees. 

 
• 524.25 overtime hours (6.5 percent) for two sampled 
 safety officers were not documented on 64 daily time 
 sheets. 

 
• Seven sampled employees were paid for 78.75 hours 
 of overtime based on time sheets that did not show 
 their names. Therefore, there is no evidence that the 
 employees worked the overtime.  

 
• Overtime recorded on the sampled employees’ daily 
 time sheets was less than what was paid per the 
 overtime report by 33.50 hours.  OMRDD officials said 
 the payroll clerk would recalculate the total number of 
 hours worked in each two-week period to ensure the 
 accuracy of site supervisors’ calculations.  

 
A total of 77.25 hours of overtime were not properly 
documented for various reasons, including employees’ signing 
in but not signing out, inaccurate reporting of starting times and 
not listing overtime hours on the timesheet.  
 
Given the above deficiencies in controls over overtime, Hudson 
Valley and OMRDD management have little assurance that the 
employees in our sample worked all the overtime for which they 
were paid a total of $44,109. 
 
The objective of controls over employee time and attendance, 
including employee overtime, is to ensure that employees work 
the hours for which they are paid.  Lax controls invite abuse.  
We believe supervisors and management at Hudson Valley 
have not fully implemented adequate controls over overtime.  
For example, proper internal controls require the prior approval 
of overtime before it is incurred.  However, Hudson Valley does 
not require documentation of prior approval for overtime. 
Hudson Valley officials explained that supervisors give verbal 
prior approval of overtime, and that the supervisors’ signatures 
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on the overtime reports imply that prior approval was granted.  
We maintain that, in order to provide adequate control, such 
prior approval should be in writing.  
 
In one instance, a Hudson Valley official countermanded an 
existing control procedure.  The Director of Hudson Valley’s 
Safety Department said he had decided that, as of June 3, 
1999, his Department’s employees did not have to record or 
document any of the overtime they work on the daily time 
sheets.  This is a clear violation of Hudson Valley’s policy and 
contrary to the basic tenets of proper internal controls.  In the 
absence of such documentation, there is a high risk that safety 
officers may be getting paid for overtime not worked. Our 
analysis of Hudson Valley’s overtime database showed that six 
safety officers were paid almost $80,000 in overtime during 
fiscal year 1999-00 and $84,685 for the period April 1, 2000 
through October 18, 2000. 
 
We also found that supervisors’ certifications may not provide 
assurance that they have carefully reviewed the time sheets to 
ensure entries are accurate and employee signatures are 
authentic.  For example, we found that the signature of one 
sampled employee did not appear to be authentic. Hudson 
Valley officials explained that another employee had mistakenly 
signed the sampled employee’s name.  They offered no 
explanation as to why this occurred, but claimed that the 
sampled employee did work the overtime.  In another instance, 
it appeared that a supervisor signed in the names of all the 
employees on a daily sign-in/out sheet. Hudson Valley officials 
said that the employees’ timesheet was defaced accidentally 
and was re-created by the supervisor. 
 
Supervisors should also date their signatures on the daily 
timesheets. The lack of a date adversely impacts the credibility 
of the certification process.  Our review found that 103 daily time 
sheets, representing 9.3 percent of the sampled sheets and 9.2 
percent (743.25 hours) of the sampled hours, were signed by 
the supervisors but not dated.  Also, in the course of our audit, 
we found that supervisors’ signatures on at least 809 daily 
timesheets for employees outside our sample (i.e., employees 
assigned to the same group homes as our sampled employees) 
were not dated. 
 
Developmental staff can travel from one group home to another 
in order to work overtime. Our review found that some 
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employees were improperly paid overtime for travel time. 
Hudson Valley officials told us that employees who travel from 
one group home to another to work overtime are not supposed 
to include this travel time as overtime unless the overtime is 
mandated.  However, we found that seven sampled employees 
were paid for such travel time to work non-mandated overtime in 
33 instances.  In this regard, OMRDD officials informed us that 
Hudson Valley will seek recovery of overpayments in those 
instances cited, and that the Director of Personnel has issued a 
memo reiterating OMRDD policy. 
 
We also examined records to determine whether any employee 
worked excessive hours.  According to State regulations, 
employees in certain governing negotiating units may not be 
required to work more than 16 consecutive hours in a 24-hour 
period, except in extraordinary circumstances.  We found that 
on at least two occasions, one employee at a group home 
worked five continuous shifts, totaling 36 hours and 24 hours, 
respectively.  OMRDD officials replied that this employee has 
been advised in writing of the facility’s policy and that Hudson 
Valley’s Director of Personnel will reiterate the facility’s policy to 
all staff in writing.    
 
In response to our preliminary audit findings, OMRDD officials 
stated the Hudson Valley’s Deputy Director has issued a memo 
reminding employees about appropriate sign-in/out procedures, 
the documentation needed to support overtime worked and the 
proper completion of the overtime report.  They further indicated 
that the Quality Assurance staff would conduct an annual 
independent internal control review to ensure compliance with 
the above.  Officials also stated that they planned to conduct in-
service training for all supervisory personnel for the purpose of 
reviewing proper time and attendance practices by June 30, 
2001. 



 

 
13

 

Recommendations 
 
Hudson Valley should: 

 
1. Obtain written prior approval for overtime before it is 
 incurred. 

 
2. For those employees in our sample, strengthen internal 
 control over staff overtime. These should include, but not 
 be limited to, the following measures: 

 

 • Ensure that the overtime reports are properly signed 
 and dated by the site location supervisor, the work 
 location supervisor and the team leader/department 
 head. The reports should also indicate the work shifts 
 in which the overtime occurred. 
 

 • Reconcile the overtime recorded on the overtime 
 report with the payroll register to ensure the correct 
 amount of overtime is paid. 
 

 • Require all employees to properly document the daily 
 time sheet by showing their regular work hours, listing 
 any overtime hours and signing the time sheet. 
 

 • Ensure that daily time sheets are properly certified 
 and dated by the employees’ immediate supervisors. 
 

 • Comply with its policies with regard to overtime pay 
 for travel to work non-mandated overtime and 
 excessive work hours. 
 

3. Require all safety officers to document their overtime 
 worked. 
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CONSUMER FUNDS 

 
he Hudson Valley Business Office maintains a cash account 
for every consumer residing in a group home on the Client 

Cash System (CCS), which records every deposit and 
withdrawal for each account. Each group home maintains 
personal allowance accounts for individual consumers so 
consumers can purchase items they need or want, such as 
clothing, televisions, movie tickets or meals at restaurants.  We 
performed tests to ascertain whether the five group homes we 
visited complied with OMRDD and Hudson Valley procedures 
for controlling consumer cash.  Our audit identified significant 
weaknesses in controls over consumer funds at four of the five 
group homes we visited during the months of March and April 
2001.  We found that 12 percent of sampled consumers’ funds 
could not be properly accounted for or could not be reconciled.  

 
The five group homes we selected for these tests (Farrington in 
Tarrytown; Hudson in Ossining; North Salem; Mid-Hudson II in 
Middletown; and Echo Lake in Briarcliff Manor) were based on 
the deficiencies found during the 1999 and 2000 annual cash 
audits performed by Hudson Valley’s Business Office personnel. 
The CCS reported that the cash balance of the consumers 
residing at Hudson Valley’s 130 group homes as of October 31, 
2000 totaled $3.4 million. The consumers’ cash balance for 
these five homes totaled over $196,000.     
 
To test controls over consumer cash, we did three discrete tests 
of judgmentally selected samples of transactions, as described 
below: 
 

• General Ledger Cards.  We selected a judgmental 
sample of 284 transactions from the general ledger cards 
for 55 consumers who resided at the five homes to test 
for documentation of cash withdrawals, purchases and 
redeposit of any change.  In making our selection, we 
attempted to obtain a representative sample of 
transactions throughout the audit period. 

 
• CCS Withdrawals.  We selected a judgmental sample of 

230 withdrawals from the CCS, made on behalf of 53 of 
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the above 55 consumers (2 consumers made no 
withdrawals), to determine whether the withdrawals were 
accurately posted to their general ledger accounts 
maintained at the group homes. 

 
• Compliance with OMRDD Procedures.  We sampled 53 

CCS withdrawals (one for each of the above consumers) 
to test for compliance with OMRDD’s approval process.  

 

General Ledger Cards 
 

ach of the 284 transactions involved a cash withdrawal from 
the consumer’s in-house account and the redeposit of any 

change. The withdrawal transactions totaled $6,777 and the 
redeposit of change totaled $694. Thus, $6,083 was reported as 
being spent on behalf of the consumers.  When we checked for 
documentation to support the $6,083 reportedly spent, we found 
that, in many instances, there were no receipts available for 
review; in other instances, the receipts provided were for more 
than what was reportedly spent.  Our review found that $756 of 
$6,083 (12 percent) of consumers’ funds was either not 
documented ($585) or could not be reconciled ($171). 

 
We found problems at four of the five houses.  For example, at 
Hudson House, a withdrawal for $30 was made from a 
consumer’s account on April 10, 1999 and a receipt for $26.66 
was shown as the amount spent.  However, no change was 
returned to the consumer’s account, resulting in $3.34 being 
unaccounted for.  The rehabilitation specialist in charge of the 
consumers’ account at that time could not explain this 
discrepancy.  At Echo Lake, $40 was withdrawn from a 
consumer’s account on November 2, 2000, but the receipt 
indicated $42.57 was spent.  There was no additional 
withdrawal from the consumer’s account for this transaction or 
any explanation for the difference. 
 
Hudson Valley’s policy states that monies withdrawn on behalf 
of a consumer should be used and posted to his/her in-house 
account within a two-day period.  However, we found that group 
homes do not always follow this policy.  For example, at the 
Hudson House, we found receipts dated July 8, 1999 and July 
16, 1999 even though the general ledger withdrawals were not 
posted until July 20, 1999 and July 22, 1999, respectively.  At 
this same house, we also noted that cash from a consumer 
account was withdrawn on March 30, 2000 for a trip to the 
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circus; however, the consumer reportedly did not attend the 
circus.  The funds were deposited back into the account 31 days 
later on April 30, 2000.  At Echo Lake, we noted that a 
withdrawal of $50 was made from a consumer’s account on 
September 10, 2000, yet the receipt was dated September 30, 
2000 - 20 days later.  Lax adherence to Hudson Valley 
procedures may encourage “borrowing” from the customers’ 
accounts. 
 

Client Cash System Withdrawals 
 

e selected a judgmental sample of 230 withdrawals made 
on the Client Cash System (CSS) on behalf of 53 of the 55 

sampled consumers (two consumers had no withdrawals during 
our audit period) who resided at the five sampled group homes.  
We then traced the withdrawals to the consumers’ respective 
general ledger cards maintained at the group homes.  We found 
a total of five exceptions: four at North Salem House and one at 
Farrington House. 
 
At North Salem House, our test revealed problems in four of the 
ten accounts, as follows: 
 

• A withdrawal of $100 made on February 20, 2001 had 
not been posted to the consumer’s general ledger card at 
the time of our visit on March 23, 2001.  The house 
director explained that she had not yet picked up the 
check from the Westchester County field office.   
However, two other consumers who made similar 
withdrawals on the same day had their monies posted to 
their respective ledger cards on March 10, 2001.  We 
believe there is a significant risk that the $100 may have 
been lost, stolen or misused.  

 
• A withdrawal for $125, dated August 21, 2000, was 

posted to the consumer’s ledger card on August 30, 2000 
for $100.  The house director could not explain the 
difference of $25. 

 
• A withdrawal for $130, dated April 19, 2000, was posted 

to the consumer’s ledger card but the entry was not 
dated.  Therefore, there is less assurance that the 
transaction was posted in a timely manner and an 
increased risk that it may have been temporarily 
misused. 
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• A withdrawal for $75, dated February 20, 2001, was 
posted to the consumer’s ledger card on March 10, 2001 
as a deposit of $100.  The house director could not 
explain this overage.  

 
At Farrington House, we noted that a $1,000 withdrawal was 
recorded on CCS for one of our sampled consumers, and that a 
corresponding check was dated April 1, 1999.  Four receipts 
totaling $985.22 were not initialed by the house director or the 
consumer as required; a note (unsigned and undated) attached 
to the receipts indicated that, since receipts totaled $1,003.44, 
an additional $3.44 would be withdrawn from the consumer’s 
account.  The withdrawal for $3.44 was made 30 days later on 
May 28, 1999.  Based on the above, the consumer’s account 
was overdrawn by $18.22 ($1,003.44 less $985.22).  Also, since 
the purchases made by this male consumer were atypical (e.g., 
female clothing), an explanation of the purchases should have 
accompanied receipts, signed and dated by both the employee 
purchaser and the consumer, to avoid any inferences of 
misappropriation of consumer funds. 
 

Compliance with OMRDD Procedures 
 

e judgmentally selected one cash withdrawal for each of 
the 53 consumers mentioned above to determine whether 

they were made in compliance with OMRDD procedures. These 
procedures require that the group home director send a request 
for a withdrawal of consumer funds (Form 73A or Form 174), as 
approved by the home’s team leader, to the Hudson Valley 
Business Office.  When the director receives the check for all 
the requested withdrawals, he or she signs and dates the 
receipt on one of the above forms and posts amounts to 
consumers’ respective in-house accounts.  We noted the 
following exceptions among these 53 withdrawals, which totaled 
$5,574:   
 

• For a withdrawal of $175, Form 73A showed the team 
leader’s approval of the withdrawal, but did not indicate 
who had requested the withdrawal.   

 
• For a withdrawal of $100, there was no indication on 

Form 73A as to whom received the cash.  
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• For 22 (41.5 percent) of the 53 transactions totaling 
$2,701, the date the cash was picked up was not 
indicated. 

 
During our March 23, 2001 visit to the North Salem House, we 
also noted that the director still maintained the account for one 
consumer who died in September 2000, more than five months 
before our visit.  The money in this account totaled $71.40.  
According to OMRDD policy, in-house cash for a deceased 
consumer should be returned to the DDSO Business Office 
immediately. 
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Recommendation 
 

Hudson Valley should: 
 

4. For our sampled group homes, comply with established 
 internal controls over consumer funds to properly account 
 for and safeguard consumer cash. These controls should 
 include, but not be limited to, the following: 

 

 • Verify that all consumer personal allowance 
 transactions are promptly and accurately entered onto 
 the ledger cards, and that consumer funds are used 
 within two days or redeposited. 
 

 • Accurately post withdrawals from the CCS to 
 consumers’ in-house accounts in a timely manner.   
 

 • Maintain adequate documentation for consumers’ 
 personal allowance transactions. 
 

 • Ensure that the consumer and a designated 
 employee authorize all receipts.  
 

 • Document the name of the person who picks up 
 consumer account checks from the Business Office, 
 and the date this occurs. 
 

 • Indicate the name of the employee requesting 
 consumer funds on Form 73 A.  
 

 • Reiterate to group home directors that the money of 
 deceased consumers must be returned to the 
 Business Office immediately. 
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PURCHASING 

 
he Hudson Valley Purchasing Department is responsible for 
buying all goods and services for the DDSO group homes.  

Hudson Valley has purchasing procedures to ensure purchases 
are properly authorized, received and paid for.  Hudson Valley 
also has established Purchasing Rules and Regulations (Rules) 
to promote competitive bidding.   However, our review of a 
judgmental sample of 25 purchases made by the five homes we 
visited revealed that purchases do not always comply with the 
Rules and stated procedures, as follows: 8 purchases did not 
comply with competitive procurement policies; and 5 purchase 
requests were not properly documented.  As a result, Hudson 
Valley may have spent too much for goods and services it 
purchased and may have purchased items that were not 
needed.  

 
To determine whether group home purchases complied with the 
Rules and purchasing procedures, we selected a judgmental 
sample of 25 purchases (five purchases for each of the five 
sampled homes) from the 1,906 purchases listed on Hudson 
Valley’s Expenditure Transactions by Cost Center Report for the 
period April 1, 1999 through October 31, 2000.  These sampled 
purchases cost $44,374 out of the total of $547,136 expended 
for the five homes for the period April 1, 1999 through October 
31, 2000.  Our sample comprised higher cost items that could 
be physically verified during our visit.  We determined whether 
these purchases complied with the Rules, were adequately 
documented and made in compliance with Hudson Valley’s 
purchasing procedures. 

  
The Rules state certain requirements for purchases, depending 
on the amount expended: 
 

• For open market purchases up to and including 
 $1,000.00, Hudson Valley should ensure the “price is 
 reasonable and the vendor is reliable;” 

 
• For purchases between $1,000.01 and $2,500.00, two 
 price quotes are required;  
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• For purchases between $2,500.01 and $4,999.99, at 
 least three written bids must be attached to the 
 purchase request sent to the Purchasing Department  for 
 processing; and, 

 
• Purchases of $5,000.00 and over must be advertised  in 
 the Contract Reporter, and require a formal bid opening. 
 

Our review found that Hudson Valley did not adhere to the 
Rules regarding competitive bidding for 8 of the 25 sampled 
purchases, as follows: 

 
• For 5 purchases totaling $3,142 and meeting the 

threshold of  $1,000.00 and less, there was no evidence 
that Hudson Valley had secured a reasonable price. 

 
• For 3 purchases totaling $6,050, each of which cost 

between $1,000.01 and $2,500, there was no evidence 
that Hudson Valley had obtained the required two price 
quotes. For example, the installation of a new stockade 
fence at Hudson for $2,400 had no documentation 
establishing that two quotes were received. 

 
Hudson Valley purchasing procedures require that purchase 
requests and purchase orders be properly authorized and 
dated. Vouchers authorizing payment should be complete to 
indicate that goods or services were received before payment is 
made. Our review found that 5 of the 25 purchasing transactions 
were not adequately documented.  For these five purchases 
totaling $5,695, there were no dates affixed to the purchase 
requests.  An example of this was an undated purchase request 
from Farrington for hand railings at a cost of $1,500.  In addition, 
a purchase request for services to Mid-Hudson II (clothing 
repair) did not indicate either the date or the duration of the 
sewing services provided.  
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Recommendation 
 

Hudson Valley should: 
 

5. For purchases at the sampled group homes, comply with 
 its Rules and purchasing procedures.  Such compliance 
 should ensure that:  

 

• All purchase documents are properly authorized and 
 dated; and, 

 

• Policies and procedures for bidding thresholds in 
 purchasing goods and services are adhered to. 
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COMMUNITY MINOR MAINTENANCE PROJECTS 

 
ommunity Minor Maintenance (CMM) projects involve the 
repair and maintenance of Hudson Valley’s group homes.  

These projects, such as new roofs and bathroom rehabilitations, 
are approved by OMRDD on an annual basis.  OMRDD Central 
Office produces a CMM Expenditure Report which lists 
approved projects, including budgeted amounts and monies 
spent to date for each project.  When the project is completed 
and the contractor seeks payment from Hudson Valley, an 
authorized person certifies the work was completed 
satisfactorily before the facility approves the voucher for 
payment.  For fiscal 1999-2000, Hudson Valley received 
$753,792 in State funds for these projects. 
 
CCM projects are subject to competitive bidding requirements.  
As with more routine purchases, purchase orders, receiving 
reports and vouchers must be authorized and dated to ensure 
goods are received and services are performed satisfactorily.  
However, in our review of a judgmental sample of ten projects, 
we found several exceptions to the above requirements, 
including evidence that competitive bidding was avoided.  As a 
result, OMRDD and Hudson Valley have less assurance that 
such project work has been obtained at the most reasonable 
cost and that project costs a re approved and appropriate.  
 
To test controls over CMM projects, we selected a judgmental 
sample of 10 projects from 198 Hudson Valley CMM projects for 
fiscal 1999-00, as provided to us by the Hudson Valley Business 
Office.  The total cost of all 198 projects was $753,792 and the 
total cost of the 10 CMM projects in our sample was $172,792.  
For each of the sampled projects, we reviewed selected 
purchases made in order to complete the projects.  We 
examined the sampled projects’ bidding files, purchase orders 
and vouchers to ascertain whether the proper bidding 
procedures were followed and that purchase orders, vouchers 
and receiving reports were properly approved.  We also visited 
each site to determine whether the work was performed and 
completed in a satisfactory manner.  We noted the exceptions 
described below. 
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• For 6 projects, there was no evidence that Hudson Valley 
had obtained the required two price quotes for six 
purchases costing between $1,000.01 and $2,500.  For 
example, architectural services for the roof replacement 
at the Mid-Hudson I IRA showed no evidence of bidding.   

 
• For 4 projects, there were five purchase requests totaling 

$13,104 that were not dated.  
 

• For 4 projects, there was no evidence as to when the 
services were provided for five purchases totaling 
$33,586.  For example, there was no evidence as to 
when construction services costing $8,823 were 
completed at the Chester IRA House.  In response to our 
preliminary audit findings, Hudson Valley officials stated 
that they would provide the necessary training to help 
ensure that the appropriate staff person documents the 
quantity and date of all receipt of goods and services.  

 
• For one project, there were four purchase orders made 

within 60 days and totaling $2,815 for the Spring Valley 
East IRA House.  If these purchases were grouped 
together, as required, Hudson Valley should have 
obtained written bids. By processing them separately, 
written bids were not required.  In response to our 
preliminary audit findings, Hudson Valley officials 
explained that the multiple purchases were not issued to 
circumvent the bidding requirements, but that as work 
progressed at the house, more materials than originally 
planned, were required to complete the project. 

 

Recommendation 
 

Hudson Valley should: 
 

6. Comply with relevant procedures for the purchase of 
goods and services related to CMM projects, including: 
 

 • Completing proper documentation (including required 
 dates, evidence of competitive bidding) of the receipt 
 of goods and services before payment is made. 
 

 • Grouping together similar purchases and complying 
 with the required bidding procedures. 
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EQUIPMENT INVENTORY SYSTEM 

 
udson Valley’s internal procedures required that all 
equipment purchases with a value of $200 or more be 

entered on its Equipment Inventory System, and that equipment 
purchases with a value of $500 or more be tagged.  The 
identification tag indicates the name of the agency and an 
inventory number.  Equipment items include furniture, 
appliances, electronic equipment and medical devices. The 
Business Officer is responsible for the equipment inventory, 
including updating Equipment Inventory System records on a 
routine basis to ensure inventory records are accurate.  When 
we attempted to verify the existence of a sample of equipment 
items using Equipment Inventory System records, however, we 
could not find or specifically identify 73 percent of the items. 
Since Equipment Inventory System records are not reliable, 
there is a significantly higher risk that equipment will not be 
available when it is needed because it is either lost or stolen. 
 
We obtained the Equipment Inventory System inventory records 
as of February 13, 2001 for the five houses we visited during 
our audit.  We attempted to locate all the items listed on the 
Equipment Inventory System at each group home.  The house 
directors of the respective homes accompanied us during our 
observations. The results were as follows: 
 

 
 
 
House 

 
Number of 
Equipment 
Items 

 
Item 
Found 
& Tagged 

 
 
Item Not 
Found (a) 

Item Not 
Found, but 
a Similar 
Item Found 
(b) 

Total 
Items 
Not 
Found 
(a + b) 

 
Percent 
Not 
Found 

Echo Lake 34 15 10  9 19 56 

Hudson 19 4 6 9 15 79 

Farrington 19 3 8 8 16 84 

No. Salem 14 3 3 8 11 79 
Mid-
Hudson II 

 
22 

 
4 

 
7 

 
11 

 
18 

 
82 

Totals 108 29 34 45 79 73 
 
 

H
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As indicated in the table, we could not find 34 items at all; 
another 45 items were similar to the items we looked for (e.g., a 
washing machine with no tag number or serial number).  Similar 
items could be uninventoried replacements for original items 
that were lost or misused.  In all, we could not identify 79 of the 
108 items listed on the Equipment Inventory System for these 
homes.  In response to our preliminary audit findings, Hudson 
Valley officials stated that a significant portion of the missing 
equipment represented items that were either transferred to 
another house or were deemed useless and discarded.  They 
explained that the inventory records were not updated because 
the house directors did not complete the required form.  For 
example, six of the missing items at Echo Lake were reportedly 
transferred to another house or condemned without the 
approval of the Business Office and without updating the 
Equipment Inventory System.  
 
Beginning November 1, 2000, Hudson Valley officials 
implemented a new policy that established that equipment 
under $500 would not be maintained on the inventory system.  
They indicated that as each annual audit of a group home is 
conducted after November 1, 2000, the inventory listing of that 
site would be corrected to reflect the new $500 equipment 
standard. However, in our judgment, this policy change will 
dramatically reduce the number of items on the equipment 
inventory lists, and will severely limit the controls over a 
significant portion of the equipment items at group homes.  For 
example, as a result of this policy change, the May 10, 2001 
equipment list for Hudson shows only three equipment items (a 
photocopier and two oak tables) instead of the 19 items that 
were originally listed.  In response to our inquiry, an OMRDD 
official indicated two other DDSOs had inventory thresholds of 
$200, and another DDSO had an inventory threshold of $500.  
The official stated that two of these DDSOs also inventoried 
items that are of a high-theft nature even though the item’s 
dollar value was less then the respective inventory threshold.  
Hence, we suggest that Hudson Valley officials include in their 
inventory records those items with a high-theft nature.  
However, Hudson Valley officials disagree, stating that the 
losses of high theft items are immediately noticeable by house 
staff. 
 
In addition, during the course of our floor check of our sampled 
inventory equipment items at the five group homes, we 
observed that there were 68 other pieces of equipment that 
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were not listed on the Equipment Inventory System listings.  
Many of these items such as TVs, printers, fax machines and 
microwave ovens, are transportable and can be easily stolen.  
 

Recommendations 
 

Hudson Valley should: 
 

7. For our sampled group homes, ensure that all 
 equipment items meeting the threshold of $500 are 
 accounted for, recorded on the Equipment Inventory 
 System and properly tagged. 

 
8. Reassess inventorying equipment items that are less 

than $500 that are susceptible to theft.  
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