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Dear Mr. Sanchez:

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 Education and Assistance Corporation (EAC) for the period from July 1, 1995 to June 30, 1996.
Our audit related to reimbursements claimed by EAC under contract C-940910 which had been
awarded by the New York State Division of Probation and Correctional Alternatives (DPCA).

The objectives of our financial-related audit were to determine whether costs claimed by EAC
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, EAC's books and records of revenues and expenditures, its internal controls
over charges to the contract, and the level of its 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
EAC that are included within our audit scope.  Further, these standards require that we review and
report on EAC's internal control structure and its compliance with those laws, rules and regulations
that are relevant to EAC'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 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 EAC's internal control
structure.  Our consideration was limited to a preliminary review of EAC's internal control structure
that would enable us to understand the control environment and the way in which transactions flowed
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through the accounting system and other systems supporting EAC'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 EAC's compliance with certain terms of the
contract.  Our objective in performing these tests was to obtain reasonable assurance about the
allowability of amounts EAC received from DPCA, not to provide an opinion on EAC's overall
compliance with such provisions.

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

A. Background and Contract Terms

The Education and Assistance Corporation, established in 1969, is a not-for-profit agency
providing educational, vocational and counseling services for families, youth, the aged and the
disadvantaged. EAC administers programs throughout Long Island and New York City.  Its various
programs, which are funded by Federal, State, and local governments and contributions from the
public, are organized into four divisions:  Educational and Vocational Services, Family Services,
Community Services, and Criminal Justice.  The contract that we reviewed (C-940410) was
administered by the Criminal Justice Division.

Contract C-940410 was the Suffolk/Nassau/New York City EAC Treatment Alternatives to
Street Crime (TASC) Program.  TASC’s goals are to reduce the local and State incarcerated
population, and act as a viable cost-effective diversionary and sentencing alternative project for drug/
alcohol-involved offenders.  Its primary services are case management, including screening,
assessment and referral for the drug/alcohol-involved offender.  

The contract was awarded by DPCA for the period July 1, 1994 to June 30, 1999.  Funding
for each of the contract years could not exceed the amount specified in the appropriate budget for that
period.  The budgeted contract amounts were $2.8 million for the first year (1994/95) and $2.5 million
for the second year (1995/96).  Our audit verified the accuracy of reimbursements claimed by EAC
for the period July 1, 1995 to June 30, 1996.

B. Results of Audit

EAC’s claimed expenses totaled $2,543,199 for the period July 1, 1995 through June 30, 1996,
which equaled the budgeted amount for the contract.  As detailed in Exhibit A, we determined that
DPCA is due a net refund of $4,942 for 1995-96.  EAC incorrectly claimed payroll expenses of
$2,293 for one employee who did not work on this contract.  In addition, EAC was reimbursed $2,038
by an employee’s disability insurance policy but did not deduct this payment from its claim.  Since
these claimed expenses are ineligible, we also reduced the claimed amount by $218 for related fringe
benefits and $393 for related indirect costs.
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1. Salaries

The contract requires EAC to report actual expenses incurred for the contract period.
We reviewed EAC's payroll reports and found that it claimed $2,293 in salaries for one employee who
was working on another contract.

During the contract period, EAC claimed salary costs for an employee who was on
disability  leave with reduced pay.  EAC was reimbursed by an employee insurance policy for $2,038
of the claimed expenditure.  We disallowed this amount because EAC did not reduce its claim to
DPCA for this reimbursement of expenditures.  In response to our preliminary report, EAC indicated
that this was an oversight and stated that steps have been taken to ensure that all reimbursements are
handled properly.  

2. Fringe Benefits

EAC claimed fringe benefits based on its actual fringe benefit costs.  EAC's fringe
benefit package included social security, Medicare, unemployment insurance, health insurance,
worker’s compensation, and pension.  However, to the extent that EAC claimed fringe benefits for
overpaid salaries (see “Salaries” report section), we disallowed a total of $218 in claimed fringe
benefits for the contract period.

3. Indirect Costs

EAC claimed indirect costs based on its actual direct costs multiplied by a rate approved
by DPCA.  For the period July 1, 1995 to June 30, 1996, EAC’s approved indirect cost rate was 15.65
percent.  We disallowed $393 in claimed indirect costs related to the overpaid salaries and fringe
benefits.

4. Allocation of Time

The majority of the TASC program staff charged 100 percent of their time to the
program.  However, the salaries of 11 TASC employees, including program administrators, were
allocated to more than one contract.  The proportion of their salaries allocated to this contract ranged
30 to 93 percent.  While DPCA required EAC to submit a schedule showing the allocated salaries of
program staff, DPCA did not require EAC to justify the basis for the allocations in the contract budget.
Furthermore, EAC was not required to document the actual amount of time these employees spent on
each contract.

EAC records employees’ attendance, work locations and absences on daily location
sheets and time sheets.  These records do not indicate what contract the employee is working on.
Without proper documentation of the basis for allocated costs there is a lack of assurance that the
claimed costs are accurate.  In response to our preliminary report, EAC indicated that it has complied
with all of the reporting requirements imposed by DPCA.  While we recognize that EAC was not
required to document the basis for its allocations, we believe that such documentation is necessary and
we have recommended that DPCA require such documentation in the future.
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5.  Time Records

Internal control requires that each payroll transaction be based on a properly approved
attendance record.  Attendance should be reported accurately and timely in accordance with budget,
payroll and personnel regulations. DPCA does not require EAC to submit time records to substantiate
the claims.  We requested the time records for a sample month (two payroll periods) for the 72
employees on this contract.  EAC could not locate both time records for three employees and was able
to locate only one time record for five employees.  EAC provided other documentation that indicated
these three employees were performing work related to this contract during the sampled months. In
response to our preliminary report, EAC indicated that it would take steps to prevent the loss of
records in the future.  

6. Record Keeping for Contract Performance

Contract goals include the completion of 1,690 diagnostic court plans for which a goal
of 80 percent or 1,352 plans should be accepted by the court as a condition of case disposition.  These
plans are in-depth assessments of clients who are defendants charged with a non-violent crime and are
facing a sentence of at least 60 days of incarceration.  The plans provide detailed information regarding
the offender’s current history of substance abuse, prior treatment involvement and criminal history.
In accordance with these plans, the offenders must be willing to enter treatment for a minimum of 12
months.  Contract funding was not linked to the achievement of these goals.  At the completion of the
contract period, EAC’s reports showed that 1,704 plans were prepared and 1,516 plans or 89 percent
were accepted by the courts.

We reviewed the accuracy of reported statistics pertaining to the number of plans
prepared and the number of plans accepted at two sample sites.  Both sites, Nassau TASC and NYC
Queens TASC, were able to provide us with a listing to support the reported number of plans
prepared.  The Queens TASC program also retained monthly reports which served to provide an audit
trail for the number of plans accepted for its Supreme Court program.  The Queens TASC Project
Director advised us that the number of plans accepted was derived by subtracting from the number of
plans prepared, the number of plans rejected for each month.  We were able to verify that the reported
number of plans accepted for two sample months was accurate. 

The Nassau TASC did not retain the monthly reports.  Therefore, there was an
insufficient audit trail to readily document the accuracy of this reported figure.  To determine the
number of plans accepted, we reviewed 155 plans in the Nassau TASC program.  Of the 155 plans,
our review showed that 109 plans or 70 percent were accepted by the courts.  In addition, 100 plans
were accepted by Nassau Family Court.  Thus, Nassau TASC met the contractual goal of 80 percent
(209 ÷255 plans = 82 percent) for court acceptance.  In response to our preliminary report, EAC
noted that it has taken steps to include the retention of monthly reports as a normal course of storing
supporting documentation. 

Recommendations

1. Recover $4,942 for ineligible expenses and unreported reimbursements from EAC.

2. Require that EAC document the basis of the allocations of employees’ salaries.
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3. Ensure that EAC retains time records for the contractually required time period.

4. Ensure that EAC maintains supporting documentation for the reported number of plans
accepted by the courts to meet contract requirements.

Major contributors to this report were Kenneth Spitzer, Barry Mordowitz, Christine Chu,
James Pugliese, and Frank Torres.

We would appreciate receiving your written response to the report findings and
recommendations within 30 days, indicating any actions planned or taken to implement them.  We wish
to thank the management and staff of the Education and Assistance Corporation and the Division of
Probation and Correctional Alternatives for the courtesies and cooperation extended to our auditors
during this audit.

Very truly yours,

William P. Challice
Audit Director

cc: Lance W. Elder, EAC
Robert L. King, DOB



EXHIBIT A

EDUCATION AND ASSISTANCE CORPORATION
CONTRACT C-940910

SUMMARY OF EXPENSES BUDGETED, CLAIMED, DISALLOWED, AND ALLOWED
JULY 1, 1995 THROUGH JUNE 30, 1996

Category Budgeted/Claimed Disallowed Allowed

Personnel $1,446,100 $4,331 (a) $1,441,769
Fringe Benefits 418,693  218 (b) 418,475
Consultants 7,550 7,550
Equipment 28,098 28,098
Supplies 18,238 18,238
Travel 32,781 32,781
Rent 136,179 136,179
Alterations 1,396 1,396
All Other     454,164      393 (c)      453,771

Total Expenses $2,543,199 $4,942      2,538,257

State Payments 2,543,199

Refund Due the State $     4,942

Notes:

(a) Represents $2,293 in claimed salaries for one employee who did not work on this contract,
and $2,038 in employee disability benefits received by EAC in addition to claimed salaries.

(b) Represents the fringe benefits paid for the overstated salaries.

(c) Represents the indirect costs paid for the overstated salaries and fringe benefits.


