
 

H. CARL McCALL
STATE COMPTROLLER

STATE OF NEW YORK
OFFICE OF THE STATE COMPTROLLER

 A.E. SMITH STATE OFFICE BUILDING
ALBANY, NEW YORK   12236

On August 29, 1997, the Governor signed welfare reform legislation that abolished the Department of Social1

Services and created a new agency in its place: the Department of Family Assistance.  The Department of Family
Assistance is composed of two independent agencies: the Office of Temporary and Disability Assistance and the Office
of Children and Family Services (OCFS).  OCFS now has oversight responsibility for the CHCF-contracted program.

February 6, 1998

Mr. John A. Johnson
Commissioner
Office of Children and Family Services
52 Washington Street
Rensselaer, NY  12144-2735

Re:  Committee for Hispanic Children
       and Families, Inc.
       Report 96-R-1

Dear Mr. Johnson:

Pursuant to the State Comptroller's authority as set forth in Section 1, Article V of the State
Constitution and Section 8, Article 2 of the State Finance Law, we audited the books and records of
the Committee for Hispanic Children and Families, Inc. (CHCF), for the period of October 1, 1993
through September 30, 1995.  Our audit related to reimbursements claimed by CHCF under contract
C-005645 awarded by the New York State Department of Social Services (DSS) .1

The objectives of our financial-related audit were to determine whether costs claimed by
CHCF were allowable, had been documented adequately, and had been incurred for services funded
under the contractual agreement we were auditing.  To accomplish these objectives, we reviewed the
contractual agreement, CHCF’s books and records of expenditures, internal controls over charges
to the contract, and the level of CHCF's compliance with contractual terms.

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
operations of CHCF that are included within our audit scope.  Further, these standards require that
we review and report on CHCF's internal control structure and its compliance with those laws, rules
and regulations that are relevant to CHCF's operations included in our audit scope.  An audit includes
examining, on a test basis, evidence supporting transactions recorded in the accounting records and
applying such other auditing procedures as we consider necessary in the circumstances.  An audit also
includes assessing estimates, judgments, and decisions made by management.  We believe that our
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audit provides a reasonable basis for our findings, conclusions and recommendations.

In planning and performing our audit procedures, we considered CHCF's internal control
structure.  Our consideration was limited to a preliminary review of this structure that would enable
us to understand the control environment and the way in which transactions flowed through the
systems supporting CHCF’s claims.  Because we did not intend to rely on the internal control
structure in performing our work, our assessment did not extend beyond the preliminary review
phase.  Instead, we appropriately extended our substantive audit tests.

In conducting our audit, we performed tests of CHCF's compliance with certain terms of the
contract.  Our objective in performing these tests was to obtain reasonable assurance about the
allowability of amounts that CHCF had received from DSS, not to provide an opinion on CHCF's
overall compliance with such provisions.

The results of our tests indicate that, with respect to the items tested, CHCF complied in all
material respects with the provisions referred to in the preceding paragraph, except as noted in
Section B of this report.  With respect to the items not tested, nothing came to our attention that
caused us to believe that CHCF had not complied, in all material respects, with those provisions.

A. Background and Contract Terms

CHCF was incorporated as a not-for-profit organization in 1982 to advocate for quality
services to protect Hispanic children and families.  Some of CHCF’s programs are located at their
administrative offices in Manhattan, while others operate at schools throughout New York City.  DSS
provided about half of the $1.1 million in support and revenues that CHCF had reported receiving
during the fiscal year ended September 30, 1995.  CHCF employs a staff of about 20 employees.

During the two-year period that ended on September 30, 1995, DSS paid CHCF $694,323
to provide training services under contract C-005645.  According to this contract, CHCF was to offer
service providers to Hispanic families a variety of training courses in Hispanic cultural awareness.
It consisted of two programs that operated in overlapping periods: Cultural Diversity courses
presented during the period October 1, 1993 through April 30, 1995; and Domestic Violence courses
conducted during the period October 1, 1994 through September 30, 1995.

The contract budgets were structured by line-item categories of expenditures, including
salaries and fringe benefits, as well as other-than-personal-services expenses such as rent.  CHCF was
required to contribute a portion of the contract amount (usually obtained through fund-raising) to
offset contract-related administrative costs.

B. Results of Audit

As discussed below and detailed in Exhibits A and B, we determined that an $81,961 refund
is due to the State.



-3-

1. Salaries

We disallowed a total of $44,441 in claimed salaries.  The disallowance included
$32,614 in excessive allocations of administrative staff salaries, and $11,827 from claims for program
staff salaries that exceeded actual salaries paid.

The DSS Training Contract Operations Manual requires that contractors allocate the
salaries of employees working on DSS-funded programs based on the employees' actual salaries and
on the proportion of time they worked on contract programs.  Although CHCF officials indicated to
us that salaries had been allocated to the DSS contract based on program-related work time, CHCF
did not maintain employee time records to document its allocation.  In the absence of such
documentation, we allocated CHCF administrative salaries using the revenue-contribution method
and determined that CHCF had allocated an inequitable proportion of salaries to the DSS-contract
programs.

We found that CHCF had over-allocated the salaries of 7 of the 11 administrative
employees they claimed on contract C-005645.  As a result, we disallowed a total of $32,614 in
administrative salaries, $32,516 for the Cultural Diversity program and $98 for the Domestic
Violence program.  For example, the Executive Director’s salary totaled $101,486 during the
18-month period ended March 31, 1995.  CHCF charged $71,201 of that amount (about 70 percent
of her salary) to the Cultural Diversity program.  Since she had been involved in every CHCF
program, we determined that based on our allocation method, about 50 percent of her salary should
have been charged to the Cultural Diversity program.  Therefore, we disallowed $15,874 of her
salary.

CHCF officials disagreed with our allocation method and presented an alternative
method of allocating the salaries of the Executive Director and the Finance Director.  CHCF reported
that both of these administrative employees worked 50 or more hours per week, of which they spent
25 hours (about 50 percent) on the Cultural Diversity program.  (This rate is consistent with the 50
percent we allocated to this program.)  However, CHCF sought to allocate the 25 hours to 35 hours
(about 71 percent), which officials represented as the employees' base work week.  This methodology
is not acceptable because it does not allocate costs equitably to all programs.  CHCF did not present
documentation to support an alternative allocation for the other administrative staff.

We also found that CHCF had claimed more than the total actual salaries of two
Cultural Diversity program staff.  The excess claims totaled $2,055.  Two other program personnel
salaries were claimed concurrently on both the Cultural Diversity and Domestic Violence programs.
The combined salaries claimed for each employee exceeded their actual salaries by a total of $9,772.
The Program Director, for example, earned $45,000 in the 1994-95 fiscal year.  During that period,
CHCF claimed $20,192 for the Cultural Diversity program and $29,986 for the Domestic Violence
program, a total of $50,178, or $5,178 more than the director’s actual salary.
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2. Fringe Benefits

We disallowed a total of $20,025 in claimed fringe benefits.  The disallowance arose
for two reasons: fringe benefits associated with the previously-mentioned disallowed salary claims
($12,221); and accrued vacation pay ($7,804), which is not an appropriate fringe benefit cost.

In each program budget, CHCF budgeted and claimed a fringe benefit rate of
27.5 percent of gross salaries.  We disallowed a total of $12,221 in fringe benefit claims associated
with the disallowed salaries: $10,661 for the Cultural Diversity program and $1,560 for the Domestic
Violence program.  Included in the 27.5 percent rate was accrued vacation pay (2 percent of salaries),
which is not a reimbursable fringe benefit item.  We discussed this issue with DSS officials, and they
concurred.  As a result, we disallowed an additional $7,804 in claimed fringe benefit expenses on the
allowed salaries, $6,244 for the Cultural Diversity program and $1,560 for the Domestic Violence
program.

3. Space Rental Expense

The DSS contract does not specify a method for allocating appropriate rent expenses
to the contract programs.  Because CHCF had not used a fair and consistent method for allocating
rent expenses, we regarded such expenses as an administrative cost similar to administrative salaries
and applied the same allocation method for rent expenses as we did for salaries.  We determined that
CHCF had claimed $12,083 above the allowable amount for the Cultural Diversity program and
$11,673 above the allowable amount for the Domestic Violence program.  (CHCF officials disagreed
with our methodology and proposed one including the same methodology as they had proposed for
the administrative salaries.  As we indicated above, this methodology is not acceptable because it does
not allocate costs equitably to all programs.)

Recommendations

1. Obtain an $81,961 refund from CHCF.

2. Monitor allocated expense claims to ensure they are based on acceptable and verifiable
methods in accordance with the DSS contract operations manual.
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Major contributors to this report were Albert Kee, Thomas Trypuc, Michael Miller, Aurora
Caamano, and Leota Bernard.

We would appreciate receiving your written response to the report recommendations within
30 days, indicating any actions planned or taken to implement them.  We wish to thank the
management and staff of the Committee for Hispanic Children and Families, Inc., and the Department
of Social Services for the courtesies and cooperation extended to our auditors during this audit.

Very truly yours,

Frank J. Houston
Audit Director

cc:  Donna Arduin
      Elba Montalvo



EXHIBIT A

COMMITTEE FOR HISPANIC CHILDREN AND FAMILIES, INC.
CONTRACT C-005645 (CULTURAL DIVERSITY PROGRAM)

SUMMARY OF EXPENDITURES BUDGETED AND CLAIMED,
DISALLOWED AND ALLOWED

OCTOBER 1, 1993 THROUGH APRIL 30, 1995

Budgeted &
Category   Claimed   Disallowed Allowed

Personnel $350,954 $38,767 [a] $312,187
Fringe Benefits    94,574  16,905  [b]       77,669
Equipment    17,503    17,503
Consumable Costs      5,720      5,720
Travel          56          56
Consultants    18,694    18,694
Other    83,999  12,083  [c]    71,916
Total Expenditures $571,500 $67,755  503,745

Less: CHCF Contribution      38,942

Reimbursable Expenditures   464,803

State Payments  527,320

Refund Due the State $ 62,517

Notes:

[a] Represents administrative salaries in excess of program allocation ($32,516), and claimed
salaries in excess of amounts documented by CHCF’s books and records ($6,251).

[b] Represents claimed fringe benefits associated with the disallowed salaries ($10,661), and
accrued vacation pay claimed incorrectly as fringe benefits ($6,244).

[c] Represents claimed rent expenses in excess of program allocation.



EXHIBIT B

COMMITTEE FOR HISPANIC CHILDREN AND FAMILIES, INC.
CONTRACT C-005645 (DOMESTIC VIOLENCE PROGRAM)

SUMMARY OF EXPENDITURES BUDGETED AND CLAIMED,
 DISALLOWED AND ALLOWED

OCTOBER 1, 1994 THROUGH SEPTEMBER 30, 1995

Budgeted &
Category   Claimed   Disallowed  Allowed

Personnel  $ 83,657   $ 5,674 [a]  $ 77,983
Fringe Benefits     23,006   3,120 [b] 19,886
Equipment     15,152 15,152
Consumable Costs         3,200   3,200
Travel          637      637
Other         50,140     11,673 [c]     38,467
Total Expenditures  $175,792     $20,467        155,325

Less: CHCF Contribution        7,766

Reimbursable Expenditures              147,559

State Payments            167,003

Refund Due the State         $ 19,444

Notes:

[a] Represents claimed salaries in excess of amounts documented by CHCF’s books and records
($5,576), and administrative salaries in excess of program allocation ($98).

[b] Represents claimed fringe benefits associated with the disallowed salaries ($1,560), and accrued
vacation pay claimed incorrectly as fringe benefits ($1,560).

[c] Represents claimed rent expenses in excess of program allocation.


