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Dear Dr. Carpinello: 
  
 Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the State 
Constitution and Article II, Section 8 of the State Finance Law, we audited selected financial 
management practices of the South Beach Psychiatric Center.  Our audit covered the period April 1, 
2001 through March 18, 2003. 
 
A.   Background 
 
 The Office of Mental Health (OMH) is responsible for planning and operating an integrated 
system of mental health care designed to assist adults who have serious and persistent mental illness 
and children who suffer from serious emotional disturbances.  The South Beach Psychiatric Center 
(South Beach) is one of 28 OMH-operated facilities providing inpatient, outpatient and community 
support programs throughout the State.  South Beach provides intermediate level inpatient services 
to persons living in Staten Island, western Brooklyn and Manhattan south of 42nd Street.  Services 
are provided on-site at the facility and in nine sites located in Brooklyn.  South Beach has a staff of 
1,041 employees. 
 
 For the fiscal year ended March 31, 2002, South Beach had total expenditures of $55.6 
million: $49.2 million for personal services and $6.4 million for non-personal services.  For the 
fiscal year ended March 31, 2003, South Beach’s budget totaled $63.7 million: $55.1 million for 
personal services and $8.6 million for non-personal services. 
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South Beach employees were paid over $6.6 million for overtime during the 30-month period 
from April 1, 2000 through September 30, 2002.  As of October 17, 2002, the South Beach Business 
Office maintained 166 accounts for patients’ personal funds totaling $208,313 and 99 accounts for 
patient’s unclaimed funds totaling $20,275. 
 
B.    Audit Scope, Objective and Methodology 
 

We audited selected financial management practices of South Beach for the period April 1, 
2001 through March 18, 2003.  The objective of this financial-related audit was to determine 
whether internal controls over employee time and attendance, overtime, purchasing, equipment 
inventory and patient funds were adequate to safeguard assets and ensure funds were expended 
appropriately.   To accomplish our objective, we interviewed South Beach officials and reviewed 
applicable laws, rules, regulations, policies and procedures.  In addition, we sampled various records 
as described in the following paragraphs. 

 
 We visited two of the 13 inpatient and four of the nine offsite outpatient units with at least 
several employees scheduled to work the shift in progress at the time of our visit to determine if 
South Beach management had provided the necessary oversight to ensure that employees at the units 
properly recorded their sign-in/out times on daily attendance records and that the employees worked 
the hours for which they were paid.  To review controls over employee overtime, we downloaded 
from the State Payroll System (PaySR) the names of 636 South Beach employees who were paid 
$6.6 million for claimed overtime during the 30-month period from April 1, 2000 through September 
30, 2002.  Of these employees, we selected a random sample of 15 employees from among the top 
100 overtime payees, and a second random sample of 10 of the remaining 536 overtime payees.  We 
judgmentally selected two pay periods for each sampled employee when at least several hours of 
overtime was paid and determined whether that employee’s overtime was approved and documented 
adequately. 
 
 In addition, to review controls over purchasing, we selected a random sample of 30 purchase 
orders from a population of 2,095 initiated from April 1, 2001 through September 30, 2002.  Since 
the purchase order listing from which we selected our sample did not have a description of the item 
purchased, we selected an additional sample of purchase orders to test controls over equipment 
inventory.  From copies of the equipment purchase orders for the same period, we judgmentally 
selected an additional sample of 20 equipment purchases representing equipment bought for use on-
site and at the outpatient units.  For the 50 purchase orders, we determined whether there was proper 
justification and approval, and whether the procurements were made according to State purchasing 
guidelines.  In addition, we performed an inspection of the sampled equipment purchases to assess 
controls over equipment. 
 
 Further, we reviewed the internal controls over patient accounts.  We determined whether 
South Beach followed OMH requirements concerning the level of authorization necessary for 
making withdrawals from those accounts and whether the facility transmitted funds to patients or 
their families in a timely manner following the patients’ discharge from the facility. 
 

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 
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South Beach operations included within the audit scope.  Further, these standards require that we 
understand South Beach’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 when selecting activities to be audited.  This approach focuses 
our efforts on those operations identified through our 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.  Thus, we devote little audit effort to reviewing 
operations that may be relatively efficient or effective.  As a result, our audit reports are prepared on 
an “exception basis.”  This report, therefore, highlights those areas needing improvement and does 
not address activities that may be functioning properly. 
 
C. Internal Control and Compliance Summary 
 

Our evaluation of the internal control structure at South Beach identified control weaknesses 
relating to employee time and attendance, overtime, purchasing, equipment inventory and patient 
funds.  As a result of these control weaknesses, there is an increased risk that funds for these areas 
may not have been used or accounted for appropriately.  These matters are presented throughout this 
report. 
 
D. Results of Audit 
 

We identified weaknesses in South Beach’s internal controls over employee time and 
attendance, overtime, purchasing, equipment inventory and patient funds.  South Beach officials 
should implement the recommendations contained in our report to correct these weaknesses and to 
maintain adequate control over these important areas. 
 

1. Employee Time and Attendance 
 
 Personal service costs constitute the majority of South Beach’s annual budget.  To ensure 
that employees are paid only for time actually worked and that they properly charge their leave 
accruals, adequate internal controls must be exercised over employee time and attendance.  In this 
regard, South Beach should provide the necessary oversight to ensure that employees properly 
record their sign-in/out times on daily attendance records, which are important documents for the 
control of employee time and attendance. 
 
 We observed employee sign-in/out practices at two judgmentally selected inpatient units and 
four judgmentally selected outpatient clinics.  As explained in the three paragraphs below, we found 
inadequate time and attendance controls at several of the units.  Primarily, we identified instances of 
employees signing out before the end of their shifts.  In this regard, we did not seek to determine 
whether the employees who had signed out before the end of their shifts had actually departed work. 
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However, because of the weak controls we found, South Beach officials cannot be sure that 
employees at these locations worked the required hours for which they were paid and properly 
charged their leave accruals.  South Beach should institute better supervisory controls to ensure 
employees are working the hours claimed on their daily attendance records. 
 
 We visited the Coney Island Inpatient Unit on March 13, 2003 at 3:30 p.m. to observe the 
change in shift from day to evening. Even though the scheduled end of the day shift was 4:30 p.m., 
10 of 12 employees whose shifts ended at 4:30 p.m. had already signed out − at least one hour before 
the scheduled end of shift.  One employee whose shift was from 11:00 a.m. to 7:30 p.m. had also 
signed out − at least four hours before the scheduled end of shift.  We also found that one of the four 
employees who signed in for the evening shift had signed out at the same time.  Therefore, this 
employee may not have worked his entire shift. 
 

We visited South Richmond Inpatient Unit on March 18, 2003 at 3:30 p.m. to observe the 
change of shifts.  We found that ten employees from the day shift had already signed out for the day 
– at least one hour before the end of their shift.  We also found that one of the evening shift 
employees who signed in at 4:00 p.m. had already signed out for 12:00 p.m. − eight hours before the 
end of shift.  
 
 We found similar control weaknesses at the clinics.  At the Coney Island Outpatient Clinic 
on March 19, 2003, seven employees had signed out prior to our arrival at 12:30 p.m. − hours before 
the end of their shifts.  At the Baltic Street Outpatient Clinic on March 19, 2003, we noted at our 
8:31 a.m. arrival that one employee had already signed out for 3:30 p.m.   
 
 2. Overtime  
 
 It is important to adequately control overtime to ensure that South Beach employees are paid 
correctly for time actually worked and to minimize the incurrence of overtime.  OMH procedures for 
minimizing overtime require supervisors to carefully review their staffing and coverage needs before 
granting requests for vacation or personal leave.  Weak supervisory controls over the planning and 
approval of overtime could increase overtime costs.   
 
 South Beach employees record their overtime on the Overtime Authorization Roster (OAR) 
forms.  Unit supervisors send the OAR forms to the Business Office, which reviews them and 
forwards them for payment.  To accomplish our objective in this audit area, we reviewed 
information on the PaySR Payment Inquiry screen, an online record of overtime payments to 
employees that includes the dates and time shifts for which they were paid.  We compared this 
information to the supporting documentation on file at South Beach, such as OAR forms and daily 
sign-in/out records.  We reviewed overtime payments to 25 employees for two pay periods to 
determine whether the employees’ overtime was approved and documented adequately.  We 
determined that overtime payments totaling $458 for 18.25 hours were not properly documented or 
justified for 7 employees we sampled.  In addition, we found many instances where South Beach 
should have pre-approved its overtime before incurring this expense. 
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 a. Overtime Not Properly Documented or Justified 
 
 We found that six employees claimed, and were paid for, the last 15, 30, 45 or 60 minutes of 
their prior time shift as overtime for working through their meal breaks.  The six employees were 
paid $369 for 32 of these instances.  However, we saw no documentation that these employees had 
worked through their meal breaks and had exceeded the 40-hour workweek during the time period 
we have questioned. 
 

We found that one sampled employee was paid $89 for 3.5 hours of overtime on seven 
occasions by claiming to have worked during the half-hour lunch breaks of her coworker.  She 
claimed that she was unable to take a lunch break of her own while providing adequate staffing 
coverage.  However, South Beach officials could not provide an explanation as to why these two 
employees could not stagger their lunch breaks to provide coverage, allow for a lunch break for 
each, and prevent unnecessary overtime. 
 
 b. Need to Pre-Approve Overtime 
 
 The OMH Personnel and Employee Relations Manual requires that overtime able to be 
scheduled in advance should be pre-approved.  We analyzed the reasons that the 25 sampled 
employees cited for their 234 instances of overtime to determine whether any of the overtime could 
have been pre-planned and pre-approved.  The reasons cited on the OAR forms by the sampled 
employees for 48 overtime instances indicate that the overtime could not have been pre-planned.  
For the remaining 186 instances, we found that the reason for the overtime should have allowed for 
pre-planning and pre-approval.  However, there was no indication of pre-approval for these 186 
instances.  The reasons cited for overtime by employees on the OAR forms for the 186 instances 
were as follows: the maintenance of minimum staffing level (97 instances), scheduled absence (37 
instances), other (29 instances), and completion of routine work (12 instances).  No reason was 
provided for 11 instances of overtime.  For the 29 overtime reasons cited as “other,” employees are 
required to provide a full explanation of the work done in the space provided on the OAR form.  
However, no explanation was provided for 22 instances and another seven instances relate to the 
sampled employee described in the previous section as having worked through her coworker’s lunch 
break and did not take a lunch break of her own.  In response to our preliminary audit findings, 
South Beach officials stated that they use 28-day schedules to plan for the deployment of staff and to 
schedule overtime.  However, South Beach did not provide proof that any of the 186 overtime 
instances were pre-planned and pre-approved on a 28-day schedule, or any time thereafter. 
 

The need for pre-planning and pre-approval of overtime is demonstrated by the following 
instance we identified during our review.  We found one sampled employee had worked 
continuously for 48 hours during July 20 and July 21, 2002 except for one one-hour meal break.  
The 47 hours worked consisted of 16 hours of her regular shifts and 31 hours of overtime. The four 
eight-hour overtime shifts were not pre-approved by the supervisor, as required, and the reason 
provided was to maintain minimum staffing.  This situation raises concerns, as we believe that any 
employee working nonstop for two days with only one one-hour meal break cannot effectively 
discharge his or her duties.  In addition, OMH procedures require supervisors to take reasonable 
steps to provide for an equitable distribution of scheduled overtime opportunities among qualified 
staff.  In the response to our preliminary audit findings, South Beach officials stated that the example 
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cited represents an atypical situation, as in general the facility does not utilize employees to work 
more than two consecutive shifts other than on an emergency basis.  They stated that this employee 
accompanied a patient to the hospital and remained with that patient during the hospital stay.  
However, South Beach officials did not provide documentation that this was an emergency and no 
other member of the South Beach staff was available to provide relief.  In addition, there is a 
separate code on the OAR for instances where an employee works overtime due to “general hospital 
or coverage.”  This code is defined as “overtime incurred due to providing supervision of a patient in 
a general hospital.” However, the code actually used by the employee, and signed off by the 
supervisor, was for maintenance of minimum staffing because of staff shortage or retirement. 
 
 3. Purchasing Practices 
 
 South Beach is required to purchase goods and services in accordance with guidelines 
promulgated by the Office of General Services (OGS).  These guidelines were established to ensure 
that State agencies make purchases at reasonable prices.  Different requirements apply to different 
purchases, depending on the dollar value of the goods or services involved.  OGS guidelines require 
agencies to first review the list of preferred source offerings to determine if the desired commodity 
or service is available from a preferred source in the form, function and utility which meets its needs. 
 The guidelines further require agencies to review OGS centralized contracts to determine if the 
desired commodity is available on a centralized commodity, service or technology contract.  If 
procurement cannot be made from these two sources, the purchase must adhere to OGS requirements 
for discretionary purchases.  Such requirements vary, depending on the dollar amount of the 
purchase. 
 
 The individual South Beach department/unit initiates purchase requisitions and documents 
the justification for the purchases.  The Business Office is responsible for preparing purchase orders 
and selecting the vendors.  The Business Office then submits the required documentation to OMH’s 
Consolidated Business Office, which prepares payment vouchers and issues checks to vendors. 
 
 In our review of purchasing controls, we reviewed a sample of 50 purchases consisting of 28 
discretionary purchases and 22 purchases from OGS contracts.  We determined that South Beach 
purchasing practices did not comply with OGS purchasing requirements, particularly in regard to 
discretionary purchases, as follows. 
 
 South Beach purchasing practices did not comply with OGS discretionary purchasing 
requirements for all 28 sampled discretionary purchases.  At least one of the specific requirements 
was not followed for each purchase.  Consequently, there is an increased risk that South Beach is 
making purchases that are unjustified or unauthorized and that the facility is not obtaining the most 
reasonable price.  We noted the following: 
 

• The vendor selection and the reasonableness of the price paid was not justified and 
documented for 25 of 28 discretionary purchases reviewed.  It is important that vendors are 
appropriately selected to ensure that the facility is expending its funds in the most efficient 
and economical manner.  However, in our review of one purchase, we found that the vendor 
that submitted the second highest bid was awarded the contract to sell South Beach a 
camcorder.  Three vendors were solicited for bids.  One bid came in at $1,999, a second bid 
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came in at $1,999 with a $100 discount coupon that effectively lowered the price to $1,899, 
while a third bidder provided a price of $2,185.  The following day, the third bidder 
submitted a revised bid at $1,998 and was selected as the seller of the camcorder for that 
price, although it was higher than the $1,899 price submitted (including discount coupon) by 
another bidder.  Therefore, there was no justification in South Beach files for the decision to 
purchase the camcorder from the vendor that had not furnished the lowest price.  In response 
to our preliminary audit findings, South Beach officials stated that the third vendor had 
offered the same $100 coupon, which would have lowered the price to $1,898, one dollar 
less than the second vendor.  In addition, the officials said that South Beach regularly does 
business with this vendor, finds the vendor reliable, and wanted to give the vendor a chance 
to match the other vendors’ bids.  We requested documentation from South Beach that the 
selected vendor provided the $100 coupon and that South Beach took advantage of the 
rebate.  South Beach officials did not provide that documentation.  In addition, we question 
South Beach’s favorable treatment of this vendor.  It gives the appearance of favoritism and 
impropriety. 

 
• Five purchase requisitions, totaling $25,298, were not dated as to when they were prepared, 

thereby raising a question as to whether they were related to the sampled purchase orders. 
 

• The justification for two purchase requisitions was not indicated in the appropriate space on 
the requisition.  Therefore, there is no proof that these purchases were necessary prior to the 
preparation of the purchase order. 

 
Our review of 22 sampled purchases from State contracts found that South Beach sometimes 

did not follow OGS requirements.  We noted that purchase requisitions for two sampled purchases 
were not dated, one purchase requisition was missing the name of the ordering unit/department, and 
the stated justification for two purchase requisitions was not adequate.  The justification provided for 
these purchases was “first place award” and “challenge funds purchase.” 
 

4. Equipment Inventory Controls 
 
 South Beach equipment inventory policy and procedures state that all moveable equipment 
with a monetary value of $500 or more should be entered on the South Beach equipment inventory 
system.  In addition, even though their value may be under $500, all televisions, computer 
equipment and medical equipment should be entered on the system.  The policy also requires that all 
equipment on the system will be assigned an inventory control number and information pertinent to 
each piece of equipment will be logged onto the system.  We found that South Beach does not tag 
equipment, maintain inventory records, or take physical inventories for equipment other than 
computer equipment.  Other equipment such as television sets, fax machines, photocopiers, 
refrigerators, camcorders, videocassette recorders and printers are not under inventory control even 
though their value may be over $500. 
 
 According to South Beach officials, each department is expected to maintain its own 
equipment inventory.  We requested, but South Beach officials were unable to provide, inventory 
records to account for equipment on hand at the departments.  The Business Office provided us with 
a list that it claimed to be the inventory of the other assets in the various departments at South 
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Beach. However, there were only 26 items listed, and the asset location and tag numbers were not 
indicated. Our on-site observations noted that South Beach has more than 26 items that should be 
under inventory control. 
 

We judgmentally selected a sample of 20 purchase orders for equipment items (ten for 
delivery on-site at South Beach and ten for delivery to outpatient facilities) for the period April 1, 
2001 through September 30, 2002.  We attempted to determine the location of the sampled assets 
from the purchase orders and computer printouts of receiving reports.  We found that none of the 
South Beach departments maintained inventory records or knew the precise location of the sampled 
assets.  We were able to locate all 20 of the sampled assets through alternative means.  For example, 
the location indicated on the purchase order for three sampled 27-inch television sets was Baltic 
Street.  We visited the Baltic Street location and were unable to locate the television sets.  It was 
several days later that South Beach officials located the sets, one at each of three other locations.  
We verified that the sets were at these locations. 
 

5. Authorization of Patients’ Cash Withdrawals 
 

Both inpatients and outpatients are allowed to maintain cash accounts at South Beach for 
their personal funds.  Many of the patients at South Beach are unable to handle their own funds 
and/or withdraw them when needed.  OMH’s Administrative Support Procedure Manual provides 
for the safeguarding of these patients’ funds by requiring authorization of patient cash withdrawals 
by South Beach staff at a certain grade level.  We found that South Beach’s controls over patients’ 
cash needed strengthening because, contrary to the OMH procedures, South Beach allowed staff 
below the specified grade levels to authorize cash withdrawals. 
 

OMH procedures require cash withdrawals under $50 to be approved by a staff member at or 
above the level of a Nurse Administrator (grade 20), cash withdrawals from $50 to $500 to be 
approved by a staff member at or above the level of a Chief of Service/Team Leader (grade 25), and 
cash withdrawals over $500 to be approved by a Deputy Director or Director.  We reviewed South 
Beach’s authorized signature list for patient cash withdrawals and determined that 34 of the 86 listed 
employees were in job titles below the minimum grade level required by OMH for the specific dollar 
amounts of withdrawals.  We reviewed 25 selected patient accounts and determined that 16 of 54 
withdrawals were made without the authorization of a staff member meeting the OMH requirements. 
Since not all patients are capable of managing their own finances, it is important that all withdrawals 
be properly authorized. 

 
6. Cash Refunds to Discharged Patients 

 
When a patient is discharged, transferred or dies, South Beach’s Discharge Planning Unit and 

the Business Office handle the disposition of the patient’s funds.  If the patient’s funds are not 
released and remain in South Beach’s charge, the patient’s account later appears on what is referred 
to by South Beach as the Abandoned Cash Report, which is a listing of accounts for patients who 
have left the facility.  OMH internal policy requires that cash refunds be made to discharged and 
transferred patients within 90 days of discharge or transfer.  It is important for South Beach to 
transfer these funds to the discharged patients or their families in a timely manner, since these funds 
belong to the patients, not South Beach. 



–9– 
 

 We reviewed the timeliness of cash refunds to patients who were discharged from South 
Beach from June 3, 2002 through August 29, 2002.  We found that 59 of the 139 patients discharged 
during this period had accounts at South Beach.  Our review of the account statements for the 59 
discharged patients indicated that three patients were subsequently transferred to other facilities 
while four were readmitted to South Beach after discharge.  Of the remaining 52 patients, 40 were 
mailed or received their funds within the 90-day time requirement, but five were mailed their cash 
refunds between 91 to 180 days after discharge.  South Beach had not yet mailed cash refunds to 
seven discharged patients as of the date of our review – January 28, 2003.  The average time elapsed 
for the seven discharged patients whose refunds had not been mailed was 190 days, ranging from 
153 days to 231 days. 
 

Recommendations 
 
1. Strengthen time and attendance controls at South Beach units to provide reasonable 

assurance that employees are paid for the hours actually worked. 
 
2. Enforce existing time and attendance policies to ensure that overtime is properly 

documented and approved.  Overtime able to be scheduled in advance should be pre-
planned/pre-approved to the extent practical. 

 
3. For the employees in our sample, determine whether correct overtime payments were made 

and make adjustments to such payments if appropriate. 
 
4. Comply with OGS purchasing requirements relating to discretionary and contract 

purchases. 
 
5. Strengthen controls over equipment by establishing inventory control over, and tagging, all 

required equipment, and performing periodic physical inventories. 
 
6. Improve controls over patient cash accounts by: 
 

• Requiring that patients’ cash withdrawals be authorized in accordance with the 
OMH Administrative Support Procedure Manual. 

 
• Promptly processing cash refunds to patients in accordance with OMH guidelines. 

 
 
We provided draft copies of this report to OMH officials for their review and comment.  We 

considered their comments in preparing this report.  OMH officials generally agreed with the 
report’s recommendations and indicated actions planned or taken to implement them.  A complete 
copy of OMH’s response is included as Appendix A.  Appendix B contains State Comptroller’s 
Notes, which address matters contained in OMH’s response. 
 
 Within 90 days after the final release of this report, as required by Section 170 of the 
Executive Law, the Commissioner of the New York State Office of Mental Health shall report to the 
Governor, the State Comptroller and the leaders of the Legislature and fiscal committees, advising 
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what steps were taken to implement the recommendations contained herein, and where 
recommendations were not implemented, the reasons therefor. 
 

Major contributors to this report were Stuart Dolgon, Robert Tabi, Charles Johnson, 
Raymond Louie, Adrian Wiseman and Paul Bachman. 
 

We wish to thank the management and staff of the South Beach Psychiatric Center for the 
courtesies and cooperation extended to our auditors during this audit. 
 

     Very truly yours, 
 

 
Kevin M. McClune 
Audit Director 

 
 
cc: W. Henri 
 J. Einbond 
 S. Lockwood 
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State Comptroller’s Notes 

Appendix B 

1. In addition to providing details of our findings related to overtime during the course of 
our audit, we also provided OMH officials with the specific details of our findings related 
to overtime on October 7, 2003, more than a week prior to the date of OMH’s response to 
our draft report. 

 
2. Based on documentation provided by South Beach officials subsequent to our receipt of 

OMH’s October 15, 2003 response to our draft report, we removed our findings with 
respect to two instances of undocumented overtime totaling $908 for 38.5 hours. 

 
3. During the course of our audit, we provided OMH officials with the names of the 

employees and the dates and times of overtime that should have been pre-planned and 
pre-approved.  Subsequent to our receipt of OMH’s October 15, 2003 response to our 
draft report, South Beach officials acknowledged they had received this information. 

 
4. As stated in the Audit Scope, Objective and Methodology section of our report, we 

selected a random sample of 30 purchase orders from a population of 2,095 initiated from 
April 1, 2001 through September 30, 2002.  We judgmentally selected an additional 
sample of 20 equipment purchases representing equipment bought for use on-site and at 
the outpatient units.  Hence, our sample of purchases was not selected because the 
purchases were likely to be out of compliance with OGS requirements. 

 
5. We applied New York State Office of General Services Discretionary Purchasing 

Guidelines as our criteria for assessing the controls over the purchasing process.  
According to these guidelines, for procurements under $15,000, agencies must maintain 
justification to support both the selection of the vendor and the reasonableness of the 
prices to be paid.  Methods for determining reasonableness of price include informal 
quotes, cost to other governmental agencies and historical cost or price comparisons.  The 
OGS guidelines do not require three vendors to be solicited and do not include extensive 
purchasing history with a reliable vendor as criteria for determining reasonableness of 
price.  Further, we note that, in the future, South Beach officials will strive to more 
thoroughly document both vendor selection and the reasonableness of the price, and to 
maintain justification in its files. 

 
6. Subsequent to our receipt of OMH’s October 15, 2003 response to our draft report, we 

confirmed with a South Beach official that the five purchase orders were not dated as of 
when the were prepared.  The South Beach official confirmed that the dates referred to in 
OMH’s response are the requisition approval dates. 

 
7. We modified our report accordingly. 
 
8. Purchase requisitions should contain justification for the purchase.  It should not be 

necessary to infer the justification from a description of the articles purchased and the 
signature of an authorized employee. 
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  9. At the beginning of our audit, we requested copies of current procedures and were 
provided with the 1991 South Beach Business Office Manual and the OMH 
Administrative Support Procedure Manual (ASPM).  During the course of our audit, 
neither OMH nor South Beach officials informed us that any of these procedures had 
changed. 

 
10. Although we were able to locate all of the sampled equipment items, we did so with the 

assistance of a South Beach official and it was necessary to search multiple locations 
before the items could be located.  Hence, it is clear that improvements are needed in 
South Beach’s equipment inventory control system. 

 


