
 

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 of1

Social Services and created a new agency in its place: the Department of Family Assistance.  The Department of
Health (DOH) now has oversight responsibility for the entire BPN-contracted program.

September 14, 1998

Barbara A. DeBuono, M.D., M.P.H.
Commissioner
Department of Health
Empire State Plaza
Albany, NY  12237

Re: Brooklyn Perinatal Network, Inc.
      Report 96-R-3

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 the books and
records of Brooklyn Perinatal Network, Inc. (BPN), for the period of July 1, l993 through
September 30, 1995.  Our audit related to reimbursements claimed by BPN under the following
contracts awarded by the New York State Departments of Health (DOH) and Social Services
(DSS) .1

Agency Contract  Period  Amount

DOH C-008102 7/1/93 - 6/30/95 $763,624

DSS C-005884 7/1/93 - 9/30/95      234,403
 

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

We conducted our audit in accordance with generally accepted government auditing
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standards.  Such standards require that we plan and perform our audit to adequately assess those
operations of BPN that are included within our audit scope.  Further, these standards require that
we review and report on BPN's internal control structure and its compliance with those laws, rules
and regulations that are relevant to BPN's operations that are 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 the estimates, judgments, and decisions made by
management.  We believe that our audit provides a reasonable basis for our findings, conclusions
and recommendations.

In planning and performing our audit procedures, we considered BPN’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 accounting system and other systems supporting BPN'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 BPN's compliance with certain terms of
the contracts with DOH and DSS.  Our objective in performing these tests was to obtain
reasonable assurance about the allowability of amounts BPN received from DOH and DSS, not
to provide an opinion on BPN's overall compliance with such provisions.

The results of our tests indicate that, with respect to the items tested, BPN 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 BPN had not complied, in all material respects, with those provisions.

A. Background and Contract Terms

BPN is a multi-funded, not-for-profit service agency founded in 1984 to help reduce the
incidence of illness, death, and developmental disabilities among the infant children of minorities,
immigrants, and substance abusers.  It has formed a federation of local health and human service
providers and consumers to jointly identify and resolve problems in the Bedford-Stuyvesant,
Brownsville, Bushwick, and Fort Greene sections of Brooklyn.

For the fiscal year that ended on June 30, 1996, BPN received revenues totaling $1.65
million, about one-third of which was provided by the State.  BPN also received some private
donations.  The bulk of its funding, however, was provided by the Federal government.  During
our audit period, BPN received a total of $821,572 from the State under contracts C-005884 and
C-008102.

DOH contract C-008102 had two component programs: Network and Connect.  The
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Network program required BPN to recruit community service providers and, through network
meetings, educate BPN clients about services that were available to them.  The Connect program
was part of an effort to reduce the high rates of infant mortality in communities where BPN is a
service provider.  It was designed to improve maternal and child health by connecting service
providers and recipients.  DSS contract C-005884 provided funding to improve access to substance
abuse treatment services for pregnant substance abusers, by developing identification and referral
networks in the community.

B. Results of Audit

As discussed below and detailed in the attached exhibits, we determined that a $113,936
refund is due the State from the $821,572 paid to BPN.  The major portion of the refund is due
to expenditures that BPN claimed but did not document.  In response to our preliminary findings,
BPN officials attempted to explain the nature of the disallowed expenditures; however, they did
not provide any additional documentation to support their claims.

1. Salaries

We found instances in which BPN had claimed and received reimbursement for
salary expenses that exceeded the amounts it actually expended on the State-contracted programs.
We disallowed such excess amounts.  We disallowed claimed salaries of $4,725 and $30 for the
Network and Connect programs, respectively, for the period of July 1, 1993 through June 30,
1994 (see Exhibits A and B).  Most of this ($4,400) had been paid to an employee BPN officials
did not identify.  We also disallowed claimed salaries of $1,046 for the DSS-contract program for
the period of July 1, 1993 through September 30, 1994, because it was in excess of the amounts
paid to two employees (see Exhibit C).

For the period of July 1, 1994 through June 30, 1995, we disallowed claimed
salaries and fringe benefits of $12,633 and $22,653 for the Network and Connect programs,
respectively.  The $12,633 (see Exhibit D) includes salaries totaling $4,280 that were claimed in
excess of the DOH-approved contract budget amount for salaries, $1,763 claimed in excess of the
actual salaries paid to contract employees, $1,813 in fringe benefits related to the disallowed
salaries, and $3,675 in salaries and $1,102 in fringe benefits that had been incurred and already
claimed (and reimbursed by DOH) in the prior contract period.  The $22,653 disallowance (see
Exhibit E) includes salaries of $8,169 that were claimed in excess of the DOH-approved budgeted
amount, $3,743 claimed in excess of the amount actually paid to staff working on the DOH
contract program, and $484 not supported by staff time records.  Also included were $3,471 in
fringe benefits related to the disallowed salaries, as well as $5,302 in salaries and $1,484 in fringe
benefits that had been incurred and already claimed (and reimbursed by DOH) in the prior contract
period.

Under the DSS contract for the period of October 1, 1994 through September 30,
1995,  we disallowed a total of $1,815 in salaries and fringe benefits.  These included  $1,185 in
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salaries and $355 in fringe benefits that had been incurred and already claimed (and reimbursed
by DSS) in the prior contract period, $211 claimed in excess of the salaries that were actually
paid, and $64 in related fringe benefits (see Exhibit F).

2. Space Rental and Postage

A total of $19,990 had been budgeted for space rental for the DOH Network and
Connect programs during the contract period of July 1, 1993 through June 30, 1994.  We found
that BPN’s total rent liability for that 12-month period was $25,954 and that BPN had recovered
$18,532 of that amount from its Federal funds.  As a result, the unrecovered balance was just
$7,422.  Nevertheless, BPN claimed the entire contract budget amount of $19,990 from DOH.
We disallowed $12,568, the amount that was in excess of what was actually expended by BPN
to satisfy its rent costs (see Exhibit A).  For the period of July 1, 1994 through June 30, 1995,
we disallowed BPN's rent charges to the Network and Connect programs, as well as the DSS
contract - $1,252, $1,138, and $278, respectively because the entire rent expense had been
recovered by BPN from its Federal funds (see Exhibits D, E, and F).

For the period of July 1, 1993 through June 30, 1994, BPN's total postage liability
was $4,733.  BPN recovered $3,713 of that amount from its Federal funds.  The unrecovered
balance totaled $1,020, yet BPN claimed the full budgeted amount of $3,262 from DOH.  We
disallowed the $2,242 claimed in excess of BPN's total costs (see Exhibit A).

3. Equipment

We disallowed $16,878 in claimed equipment expenditures under the Network and
Connect programs for the period of July 1, 1993 through June 30, 1994, because BPN did not
provide us with supporting invoices or canceled checks for the purchases (see Exhibits A and B).
We also disallowed $516 in claimed equipment expenditures for the DSS contract for the period
of July 1, 1993 through September 30, 1994, for the same reason (see Exhibit C).

4. Health Educational Activities and Consultant Costs

We disallowed $4,828 in health educational activities expenditures claimed under
the Network program for the period of July 1, 1993 through June 30, 1994.  This includes a
$4,000 expenditure for the purchase of a video that was recovered (reimbursed) from Federal
funds, and $828 in other expenditures that were not supported by invoices or canceled checks (see
Exhibit A).

In the same contract year and for the same DOH program, we disallowed $5,267
in claimed consultants’ expenditures that were not supported with consultant agreements, invoices,
or canceled checks (see Exhibit A).
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5. Travel

We disallowed travel expenditures of $608 and $497 that had been charged to the
Network and Connect programs, respectively, for the period of July 1, 1994 through June 30,
1995 (see Exhibits D and E).  We also disallowed travel expenditures of $319 under the DSS
contract for the period of October 1, 1994 through September 30, 1995 (see Exhibit F); because
they were not supported with documents showing the name of the traveler or the date, destination,
and purpose of the travel.

6. Other Expenses

We disallowed other claimed expenditures primarily because, although they were
recorded on BPN's books and records as adjusting journal entries, they were neither supported by
invoices or canceled checks nor documented adequately in other ways as appropriate
contract-related claims.  Such inadequate documentation was the reason we disallowed $20,103
under the Network program for the period of July 1, 1993 through June 30, 1994, including the
following expenses: telephone ($6,542), staff development ($6,070), council ($4,441), office
supplies ($1,528), stipends ($990), and miscellaneous ($532) (see Exhibit A).  Under the Connect
program for the period of July 1, 1993 through June 30, 1994, we disallowed $3,537 in
undocumented claimed costs, including expenses listed as: telephone ($1,024), insurance ($1,000),
staff development ($836), and printing ($677) (see Exhibit B).  For the same program, we
disallowed $1,003 for unsupported other-than-personal service (OTPS) items for the period of
July 1, 1994 through June 30, 1995 (see Exhibit E).

7. Other Matters

The program work plans under these contracts require BPN to hire qualified
individuals to fulfill the contract terms.  We found that BPN does not maintain complete employee
personnel records to document its hiring practices.  At a minimum, such records should include,
among other documents, a copy of the job description and qualifications, references with
documentation of written or oral verification, a hiring notice or letter, and separation records.
We reviewed the personnel files of all 20 staff members whose salaries had been charged to the
State contracts, including individuals with titles such as Substance Abuse Counselor and Health
Educator, and found nothing to indicate that BPN had checked references or verified the
applicants’ qualifications before hiring them.  Sixteen of the 20 files we reviewed did not contain
job descriptions for the positions employees were hired to fill.

Salary and fringe benefits are the largest expenditure items in these State contracts.
To maintain proper internal control over these expenditures, employees must sign time sheets that
are to be approved in writing by their immediate supervisors.  We reviewed 431 hours of
compensatory time that had been paid to State-contract employees for the period of July 1, 1993
through June 30, 1994, and found inadequate controls over payment for such time.  For example,
one employee had been paid for 70 hours of compensatory time during the period; but her time
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sheets had not been signed by a supervisor, as BPN policy requires.

Recommendations

1. Obtain refunds totaling $113,936 from BPN as detailed in the attached exhibits.

2. Ensure that BPN maintains adequate accounting and timekeeping records.

3. Ensure that BPN maintains complete employee personnel records.

4. Ensure that BPN implements proper controls over employee time and attendance, including
the signing of time sheets by staff and  supervisors.

(DOH officials were in agreement with our recommendations.)

Major contributors to this report were Tom Trypuc, Lesley Padmore, Carole Siegall, and
Claude Volcy.

We would appreciate receiving your written response to the report recommendations within
30 days, indicating any action planned or taken to implement them.  We wish to thank the
management and staff of the Brooklyn Perinatal Network, Inc., and the New York State
Department of Health for the courtesies and cooperation extended to our auditors during this audit.

Very truly yours,

Frank J. Houston
Audit Director

cc:  Robert L. King
      Ngozi Moses



EXHIBIT A

BROOKLYN PERINATAL NETWORK, INC.
DOH  CONTRACT C-008102 - NETWORK PROGRAM

SUMMARY OF EXPENDITURES BUDGETED,
CLAIMED, DISALLOWED, AND ALLOWED

JULY 1, 1993 THROUGH JUNE 30, 1994

Expenditures Budgeted Claimed       Disallowed Allowed

Salaries  $ 78,178 $71,974 $ 4,725 [a] $67,249

Fringe Benefits    23,453   21,987  21,987

Consultants    37,243   37,243  5,267 [b]  31,976

Audit/Accounting      7,321     7,300   7,300

Telephone      8,400      8,400  6,542 [c]   1,858

Space/Rent    13,600 13,600 12,568 [d]   1,032

Office Supplies      3,000 3,000 1,528 [c] 1,472

Insurance         500 500 500

Postage      2,500  2,500 2,242 [d] 258

Equipment/Furniture    18,400 18,400 16,478 [e] 1,922

Travel      1,800 1,800 1,800

Health Ed. Activities      5,000 5,000 4,828 [f] 172

Cons./Student Stipend      3,000 3,000 990 [g]  2,010

Staff Development      6,737 6,737 6,070 [c] 667

Network/Conf./Printing      1,000 1,000 1,000

Council Expenses      5,000 5,000 4,441 [c] 559

Miscellaneous      1,080      1,080      532 [c]       548

Total Expenditures $216,212 $208,520 $66,211     142,309

State Payments  208,520

Refund Due the State  $ 66,211
 

See the attached notes to the Exhibit.



Notes to Exhibit A

[a] Represents claimed salary expenditures for an unidentified employee ($4,400) and others
that exceeded documented costs ($325).

[b] Represents claimed consultant expenditures that exceeded documented costs.

[c] Represents claimed expenditures from adjusting journal entries that were neither supported
by invoices or canceled checks, nor documented adequately in other ways as appropriate
claims.

[d] Represents claimed expenditures that had been recovered from Federal funds.

[e] Represents claimed equipment expenditures that were not supported by invoices or
canceled checks.

[f] Represents some claimed expenditures that were recovered from Federal funds ($4,000)
and others that were not supported by invoices or canceled checks ($828).

[g] Represents claimed stipend expenditures that were not supported by student signatures or
other documentation.



EXHIBIT B

BROOKLYN PERINATAL NETWORK, INC.
DOH CONTRACT C-008102 - CONNECT PROGRAM

SUMMARY OF EXPENDITURES BUDGETED,
CLAIMED, DISALLOWED, AND ALLOWED

JULY 1, 1993 THROUGH JUNE 30, 1994

Expenditures Budgeted Claimed Disallowed Allowed

Salaries $115,399 $ 98,161 $    30  [a] $98,131
Fringe Benefits    31,136    29,696   29,696
Audit/Accounting      1,000      1,000     1,000
Programmer           500         500              500
Training Materials      1,000      1,000     1,000
Travel         875         875        875
Office Supplies      1,500      1,500     1,500
Equipment/Furniture      1,000      1,000      400  [b]        600
Space/Rent      6,390      6,390                     6,390
Telephone      2,500      2,500   1,024  [c]     1,476
Postage         500         500        500
Insurance      1,500      1,468   1,000  [c]        468
Staff Development       1,000      1,000      836  [c]        164
Miscellaneous         300         300        300
Printing      1,000         923      677  [c]        246

Total Expenditures          $165,600 $146,813 $3,967  142,846

State Payments  146,813

Refund Due the State $  3,967

Notes:

[a] Represents claimed salary expenditures that exceeded documented costs for the contract
program.

[b] Represents claimed expenditures that were not supported by invoices or canceled checks.

[c] Represents claimed expenditures from adjusting journal entries that were neither supported
by invoices or canceled checks, nor documented adequately in other ways as appropriate
claims.



EXHIBIT C

BROOKLYN PERINATAL NETWORK, INC.
DSS CONTRACT C-005884

SUMMARY OF EXPENDITURES BUDGETED,
CLAIMED, DISALLOWED, AND ALLOWED

JULY 1, 1993 THROUGH SEPTEMBER 30, 1994

Expenditures Budgeted Claimed   Disallowed Allowed

Salaries  $ 83,125 $42,871    $1,046 [a] $41,825

Fringe Benefits     20,784   10,088   10,088

Data Collect/Management     16,625       772       772

OTPS     17,205    8,113          516 [b]    7,597

Total Expenditures  [c]  $137,739 $61,844 $1,562  60,282

State Payments       [c]  61,844

Amount Due the State $ 1,562

Notes:

[a] Represents claimed salary expenditures that exceeded amounts paid to employees for the
contract program.

[b] Represents claimed equipment expenditures that were not specifically identified or supported
by invoices and canceled checks.

[c] Represents amounts claimed by BPN and payments made by DSS during our audit period.
Subsequent amounts claimed, totaling $19,343, were not included in our examination.



EXHIBIT D

BROOKLYN PERINATAL NETWORK, INC.
DOH CONTRACT C-008102 - NETWORK PROGRAM

SUMMARY OF EXPENDITURES BUDGETED,
CLAIMED, DISALLOWED, AND ALLOWED

JULY 1, 1994 THROUGH  JUNE 30, 1995

Expenditures Budgeted Claimed Disallowed Allowed

Salaries $139,300 $123,712     $ 9,718 [a] $113,994

Fringe Benefits    41,790    37,113        2,915 [b]    34,198

OTPS    35,122    33,265        1,860 [c]    31,405

Total Expenditures $216,212 $194,090 $14,493   179,597

State Payments   194,090

Amount Due the State  $ 14,493

Notes:

[a] Represents $3,675 in claimed salary expenditures that had been incurred and claimed in the
prior contract period, $4,280 claimed in excess of the salaries budgeted for the program, and
$1,763 claimed in excess of documented costs.

[b] Represents $1,102 in claimed fringe benefit expenditures that had been incurred and claimed
in the prior contract period, and $1,813 in claimed fringe benefit expenditures related to the
other disallowed salaries.

[c] Represents $608 in claimed travel expenses that were not documented, and $1,252 in claimed
rent expenditures that were recovered from Federal funds.



EXHIBIT E

BROOKLYN PERINATAL NETWORK, INC.
DOH CONTRACT C-008102 - CONNECT PROGRAM

SUMMARY OF EXPENDITURES BUDGETED,
CLAIMED, DISALLOWED, AND ALLOWED

JULY 1, 1994 THROUGH JUNE 30, 1995

Expenditures Budgeted Claimed Disallowed Allowed

Salaries $104,955 $ 95,444 $17,698 [a] $ 77,746

Fringe Benefits    29,215    26,724    4,955 [b]    21,769

OTPS    31,430    25,804    2,638 [c]    23,166

Total Expenditures $165,600 $147,972 $25,291  122,681

State Payments  147,972

Amount Due the State $ 25,291

Notes:

[a] Represents $5,302 in claimed salary expenditures that had been incurred and claimed in the
prior contract period, $8,169 claimed in excess of the salaries budgeted for the program,
$3,743 claimed in excess of documented costs, and $484 of salary payments claimed that
were not supported by staff time sheets.

[b] Represents $1,484 in claimed fringe benefit expenditures that had been incurred and claimed
in the prior contract period, and $3,471 in claimed fringe benefit expenditures related to the
other disallowed salaries.

[c] Represents $497 in claimed travel expenditures that were not documented, $1,003 in other
expenditures claimed in excess of documented costs, and $1,138 in claimed rent expenses that
were recovered from Federal funds.



EXHIBIT F

BROOKLYN PERINATAL NETWORK, INC.
DSS CONTRACT C-005884

SUMMARY OF EXPENDITURES BUDGETED,
CLAIMED, DISALLOWED, AND ALLOWED

OCTOBER 1, 1994 THROUGH SEPTEMBER 30, 1995

Expenditures Budgeted Claimed Disallowed Allowed

Salaries $62,667 $36,259 $1,396 [a] $34,863

Fringe Benefits   18,880   10,878      419 [b]   10,459

OTPS   15,197   15,196      597 [c]   14,599

Total Expenditures $96,664 $62,333    $2,412   59,921

State Payments   62,333

Amount Due the State  $ 2,412

Notes:

[a] Represents $1,185 in claimed salary expenditures that had been incurred and claimed in the
prior contract period, and $211 in salary expenditures that exceeded documented costs for
the contract program.

[b] Represents $355 in claimed fringe benefit expenditures that had been incurred and claimed
in the prior contract period, and $64 in claimed fringe benefit expenditures related to the
salaries claimed in excess of documented costs.

[c] Represents $319 in claimed travel expenditures that were not documented, and $278 in
claimed rent expenditures that were recovered from Federal funds.


