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Dear Dr. DeBuono:

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 selected aspects of the
Roswell Park Cancer Institute’s (Institute) Clinical Income Practice Plan.  Our audit covered the period
July 1, 1993 through January 31, 1997.

A. Background

The Institute is the oldest cancer treatment center in the nation, one of three premier cancer
treatment centers in the United States, and one of just 24 comprehensive cancer treatment centers
designated by the National Cancer Institute.  Located in Buffalo, the Institute operates a 218-bed
hospital and provides a wide array of outpatient services.  In addition, the Institute operates extensive
cancer research facilities.  It is overseen by the New York State Department of Health (Department).

Chapter 293 of the Laws of 1992 established the Clinical Income Practice Plan (Plan) at the
Institute both to generate additional income and to ensure that the Institute could recruit and retain
physicians and other licensed health professionals for its clinical program.  Chapter 11, Section 88-4
of the Department’s rules and regulations contains requirements for Plan operations that relate to
physician membership and compensation, Plan expenditures, and the use of discretionary funds.
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The Plan’s Board of Trustees (Board) has developed policies and procedures for addressing the
Department’s requirements.  In addition, the Plan contracts with Health Research, Inc. (HRI) to provide
administrative services.  HRI is a not-for-profit corporation established by the Department primarily to
administer Federal, State and private funding to support, supplement, and extend the Department’s
research functions and programs.  As of December 1996, the Plan had about 100 members, who
generate about $15 million in clinical practice income each year.

B. Audit Scope, Objective, and Methodology

We audited selected aspects of the Institute’s Plan for the period July 1, 1993 through January
31, 1997.  The primary objective of our audit was to assess compliance with Department requirements
for physician compensation and discretionary fund expenditures.  To accomplish this objective, we
reviewed the Board’s policies and procedures, interviewed Plan officials and its certified public
accountants, and reviewed minutes of the Board meetings.  We also reviewed records pertaining to Plan
financial transactions.

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 the
Plan that are included within our audit scope.  Further, these standards require that we understand the
Plan’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 considered necessary in the circumstances.  An audit also includes
assessing the estimates, judgments and decisions made by management.  We believe that our audit
provides a reasonable basis for our conclusions.

C. Results of Audit

Our tests of physician compensation and discretionary fund expenditures indicated that the Plan
is in compliance with relevant Department rules and regulations and the related Plan policies and
procedures.

1. Physician Compensation

Chapter 11, Section 88-4 of the Department’s rules and regulations includes a provision
that allows Plan members to receive a supplement to their State salaries.  This supplement allows their
total compensation to be as much as the compensation of the 50th percentile of comparable professionals
(or as much as the 80th percentile of such professionals, if the Institute Chief Executive Officer has
determined that a physician’s performance merits additional compensation).  However, each member’s
total compensation is limited to a maximum of 275 percent of the State base salary paid by the State
University of New York (SUNY) to the members of its clinical practice plans.

We reviewed Plan procedures for determining annual physician compensation and found
that they address Department requirements adequately.  On an annual basis, the Plan Administrator
prepares a worksheet that lists each Plan physician and his/her position, the base State salary, the salary
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for a comparable position as listed in the American Association of Medical Colleges (AAMC), and the
amount of clinical practice income generated by each Plan physician for the year.  Department heads
review the worksheet information for the physicians who work in their departments, write a brief
description of each physician’s job performance, and make a recommendation for the amount of
additional compensation.  The worksheet is then forwarded to the Institute Chief Executive Officer, who
reviews the information and makes a final decision on each physician’s supplemental compensation.

We determined how much the Plan paid its doctors in supplemental salaries by
comparing a sample of 14 of the doctors’ total salaries (State base salary plus the supplemental amount)
with the base salary rates.  In selecting the sample, we chose those doctors whose total salaries exceeded
the base salary rate to the greatest extent (i.e., those with the highest salaries).  We found that none of
the 14 doctors in our sample had received more compensation than the regulations allowed.  Thirteen
of them had received supplements that brought their salaries up to the 50th percentile, and the
supplement paid the fourteenth had brought his salary up to the 80th percentile.  We also found that
none of the 14 doctors in our sample had a total salary in excess of 275 percent of the State base salary
paid by SUNY.  Therefore, we conclude that the Plan is in compliance with Department regulations for
physician compensation.

2. Discretionary Fund Expenditures

Department regulations require that 5 percent of the gross income from the Plan be
deposited into the Chief Executive Officer’s Fund (CEO Fund).  In addition, the regulations require that
after payment of Plan member compensation, administrative expenses, and capital costs, the remaining
Plan funds be split equally between the CEO Fund and the Academic Development Fund.
Disbursements from the CEO Fund are made at the discretion of the CEO for the benefit of clinical,
research, and academic programs at the Institute.  Disbursements from the Academic Development Fund
are made at the discretion of department chairpersons from allocations based on the amount of Plan
revenues each department generated in the past year.  Disbursements from the Academic Development
Fund are also made for the benefit of clinical, research, and academic programs at the Institute.

Department rules and regulations describe the types of expenditures that can be made
from the CEO and Academic Development funds.  We found that the Board’s policies and procedures
address the Department’s requirements adequately.  The procedures include appropriate levels of review
and approval of expenses, a requirement for documentation that will support the expenses, and sufficient
guidelines regarding the types of expenses that can be made from the funds.  We also found that HRI’s
procedures for administering expenditures from both funds are adequate to ensure that there is enough
money in the appropriate budget to pay the expenses, and that the expenses are in compliance with
relevant expenditure guidelines.

We examined a sample of 21 expenditures from the CEO and Academic Development
funds to test compliance with stated procedures, and found that all expenditures were for purposes that
met the Department requirements.  HRI officials had reviewed and approved the expenditures
appropriately, and Plan officials had provided adequate documentation to support the expenditures.
Thus, we conclude that the Plan is in compliance with Department rules and regulations related to
discretionary fund expenditures.
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A draft copy of this report was provided to Department of Health officials for their review and
comment.  Their comments have been considered in preparing this report and are included as Appendix
A.

Major contributors to this report were William Nealon, Karen Bogucki, Marcia Petersen, and
Mike Wrobel.

We wish to thank the management and staff of the Department of Health and the Roswell Park
Cancer Institute for the courtesies and cooperation extended to our auditors during this audit.

Very truly yours,

Frank J. Houston
Audit Director

cc:  Patricia A. Woodworth
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