
H. CARL McCALL
STATE COMPTROLLER

STATE OF NEW YORK
OFFICE OF THE STATE

COMPTROLLER

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

September 13, 1999

Antonia C. Novello, M.D., M.P.H.
Commissioner 
New York State Department of Health
Empire State Plaza
Corning Tower
Albany, New York 12237

Re: Bushwick Community Service Society, Inc. 
Report 98-R-2

Dear Dr. Novello:

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 the books and
records of Bushwick Community Service Society, Inc. (BCSS), for the period July 1, 1995
through June 30, 1997.  Our audit related to reimbursements claimed by BCSS under contracts
awarded by the New York State Department of Health (DOH).

The objectives of our financial-related audit were to determine whether costs claimed by
BCSS were allowable, adequately documented, and incurred for services funded under the
contractual agreements we were auditing.  To accomplish these objectives, we reviewed the
contractual agreements, BCSS’ books and records of revenues and expenditures, 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 BCSS that are included in our audit scope.  Further, these standards require that we
review and report on BCSS’ internal control structure and its compliance with those laws, rules
and regulations that are relevant to BCSS’ operations included in our audit scope.  An audit
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includes examining, on a test basis, evidence supporting transactions recorded in the accounting
records and applying 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
recommendation.

In planning and performing our audit procedures, we considered BCSS’ 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 BCSS’ 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.

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

A. Background and Contract Terms

BCSS is a not-for-profit organization, located in a multi-service center owned by the City
of New York, in the Bushwick section of Brooklyn.  Incorporated in 1981, it provides case
management services to pregnant and parenting women, through the Bushwick Community Health
Worker Program (Healthy Baby Project) funded by DOH.  BCSS also offers case management
services to persons who are HIV positive and their families, as well as education/prevention
services, and harm-reduction services to the entire Bushwick community.  These services are
funded by DOH’s Aids Institute.  In addition, BCSS provides case management services to
Medicaid eligible persons who are HIV-positive (COBRA program), and manages the multi-
service center building for the City of New York.  The revenue it receives from rents is used to
maintain the building.  In April 1998, BCSS amended its Certificate of Incorporation to include
affordable housing services to low- and moderate-income persons. 
  

BCSS received a total of $685,465 in State grant monies in fiscal 1996/97.  This accounted
for 56 percent of BCSS’s total revenues of $1,229,142.  Total revenues included $379,232 of
rental revenue.

The contract budget was structured according to line-item categories of expenditures,
including salaries and fringe benefits, and expenses for other-than-personal services such as rent.
DOH’s approval is needed to amend the budget.  In addition, the DOH contract requires BCSS
to report on program activities.
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DOH contracts with BCSS include:

Contract
Number Contract Period Agency Payments Program

C-010812 7/1/95 - 6/30/96 DOH/Aids Institute $346,008 Comrade in Arms (Aids I)

C-010812 7/1/96 - 6/30/97 DOH/Aids Institute $355,403 Comrade in Arms (Aids I)

C-012246 7/1/96 - 6/30/97 DOH $230,119 Community Health Worker
Program (Healthy Baby)

C-012169 1/1/96 - 6/30/96 DOH/Aids Institute $  69,904 Harm Reduction (Aids II)

C-012169 7/1/96 - 6/30/97 DOH/Aids Institute $  99,943 Harm Reduction (Aids II)

B. Results of Audit

As discussed below and detailed in Exhibits A, B and C, we determined that DOH is due
a refund of $52,551 from the contracts funded in 1996/97 primarily because:  BCSS used $30,378
of the DOH funds to support other programs; $19,978 was not adequately accounted for; and
$2,195 was not properly allocated to BCSS’ programs. 

As discussed below and detailed in Exhibits D and E, DOH is due a refund of $12,859 from
the contracts funded in 1995/96 because BCSS used $3,000 to support other programs, and $9,859
of expenditures were not adequately accounted for.

1. Disallowed Claimed Costs

a. Personal Services Expenditures

Contract C-010812 - Comrade in Arms (Aids I)

We disallowed $36,537 in salaries and fringe benefits from this contract because BCSS:
charged the Comrade in Arms program with $18,839 in salaries for two employees who worked
exclusively on Bushwick’s COBRA program; claimed $11,275 in salaries that were not supported
with payroll checks or other documentation; and claimed $6,423 in fringe benefits related to the
disallowed salaries.  DOH officials indicated that its Aids Institute had adopted a policy of
supporting COBRA positions with grant dollars during the start-up phase of the COBRA program.
Therefore, DOH contends that the $18,839 payment was appropriate.  However, the use of grant
funds to subsidize other programs takes away from the intended purpose of the program for which
the grant was awarded, and circumvents the contract award process.  Contract funds received by
a service provider can be used only for their intended purpose, unless that contract is amended in
writing and approved by the Office of the State Comptroller.  Accordingly, the contract states that
the agreement can be modified within an existing period by written mutual agreement of both
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parties (agency & service provider) and is effective only upon approval of the Office of the State
Comptroller.  There was no such amendment or approval in this case.

Contract C-012246 - Healthy Baby Project

We disallowed $2,523 in unsupported salaries and fringe benefits from this contract because
there were no payroll checks or other documentation for these expenditures.

Contract C-012169 - Harm Reduction Program (Aids II)

We disallowed $2,407 in salaries expenditures that were not supported with payroll checks
or other documentation, and $403 in fringe benefits related to the disallowed salaries.

b. Other-Than-Personal Services (OTPS) Expenditures

These expenditures included costs disallowed for contractual services, rental space,
equipment, transportation, utilities, audit and other items.  Disallowed amounts lacked the proper
documents to support the cost as a contract-related expenditure.  Missing documents included
invoices, and/or canceled checks.

Contract C-010812 Comrade in Arms (Aids I)

We disallowed $6,795 in OTPS expenditures from the 1996/97 contract: $1,933 for rental
space (consisting of $1,800 that was not documented, and $133 that should have been allocated to
other programs using the same rental space); $1,457 for supplies and material (consisting of $1,147
that was used to support other programs and $310 that was not supported); $465 for transportation
(consisting of $256 spent on other programs, and $209 which was unsupported); $233 in
unsupported utility costs; $1,287 for the cost of that portion of Bushwick’s annual audit which
should have been allocated to other programs; and $1,420 from other expenditures (consisting of
$940 used to support other programs, and $480 of unsupported costs).

We also disallowed $7,370 for the 1995/96 contract.  This included $1,811 for rental space
that was not supported with canceled checks; $2,559 for miscellaneous other expenditures which
also were not supported with canceled checks and invoices; and $3,000 used to support another
program.

Contract C- 012246 Healthy Baby Project

We disallowed $3,272 in OTPS expenditures from the 1996/97 contract: $2,601 for rental
space because it was being used by programs other than the Healthy Baby Program; $54 in
unsupported costs for transportation; $59 for unsupported utilities; and $558 representing an
adjusted allocation for BCSS’ annual audit.  The adjustment was made based on total revenues
received by BCSS during the program year.  Each of BCSS’ activities should bear an appropriate
part of the audit cost.
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Contract C-012169 Harm Reduction Program (Aids II)

We disallowed $614 in OTPS expenditures from the 1996/97 contract  consisting of $127
for rental space used by other programs, $50 for transportation ($39 used to support programs
other than the Aids II Program and $11 in unsupported costs), $350 for the cost of BCSS’ annual
audit which was erroneously charged to this program, a credit of $67 for underclaimed utility costs,
and $154 in unsupported miscellaneous expenses.

We disallowed $5,489 in OTPS expenditures from the 1995/96 contract because none of
the following expenditures were supported with invoices and canceled checks: $1,667 for supplies
and materials; $666 for rental space; and $3,156 for miscellaneous expenditures.

Recommendation

Obtain a $65,410 refund from BCSS.

Major contributors to this report were Charles Hammarberg, Barry Mordowitz, Lesley
Padmore, Claude Volcy and Hugh Zhang.

We would appreciate receiving your response to the report recommendation within 30 days,
indicating any actions planned or taken to implement it.  We wish to thank the management and
staff of the New York State Department of Health and the Bushwick Community Service Society,
Inc. for the courtesies and cooperation extended to our auditors during the audit.

Very truly yours,

William P. Challice
Audit Director

cc: Charles Conaway
Norman Cosentino



EXHIBIT A

BUSHWICK COMMUNITY SERVICES SOCIETY, INC.
CONTRACT C-010812

SUMMARY OF EXPENSES BUDGETED, CLAIMED, DISALLOWED, AND ALLOWED
JULY 1, 1996 THROUGH JUNE 30, 1997

Category Budgeted Claimed Disallowed Allowed

Salaries $252,891 $252,684 $30,114 (a)  $222,570

Fringe Benefits 57,178   53,898           (a)  47,475
6,423

Contractual Services 500 500 0   500

Space 20,400 19,749 1,933 (b)  17,816

Equipment 1,399   1,300 0   1,300

Supplies & Material 9,842 9,842           1,457 (c) 8,385

Transportation 3,932 3,572 465 (d)  3,107

Utilities  5,400 5,400 233 (e)  5,167

Audit   3,600  3,600     1,287 (f) 2,313

Other    4,858    4,858        1,420 (g)    3,438

Total Expenses $360,000 $355,403 $43,332  $312,071

State Payments 355,403

Refund Due the State $ 43,332

Notes:

(a) Represents $18,839 used to support another program, $11,275 in unsupported salary charges,
and $6,423 in fringe benefits associated with the disallowed salaries.

(b) Represents $1,800 in unsupported expenditures, and $133 used to support other programs.
(c) Represents $1,147 used to support other programs, and $310 in unsupported expenditures.
(d) Represents $256 used to support other programs, and $209 in unsupported expenditures.
(e) Represents unsupported expenditures.
(f) Represents an adjustment to BCSS’ allocation of its annual audit cost.
(g) Represents $940 used to support other programs, and $480 in unsupported expenditures.



EXHIBIT B

BUSHWICK COMMUNITY SERVICES SOCIETY, INC.
CONTRACT C-012246

SUMMARY OF EXPENSES BUDGETED, CLAIMED, DISALLOWED, AND ALLOWED
JULY 1, 1996 THROUGH JUNE 30, 1997

Category Budgeted Claimed Disallowed Allowed

Salaries and Fringe Benefits $211,657 $205,710 $2,523 (a) $203,187

Contractual Services 475           456 0 456

Space 14,940 14,940 2,601 (b)  12,339

Supplies & Material 2,923 2,923 0 2,923

Transportation  840 840 54 (c)              
786

Utilities  3,000 3,000 59 (c)  2,941

Audit    2,250    2,250   558 (d)    1,692

Total Expenses $236,085 $230,119 $5,795 $224,324

State Payments 230,119

Refund Due the State $   5,795

Notes:

(a) Represents unsupported salaries and related fringe benefits.
(b) Represents costs used to support other programs.
(c) Represents unsupported expenditures.
(d) Represents an adjustment to BCSS’ allocation of its annual audit cost.



EXHIBIT C

BUSHWICK COMMUNITY SERVICES SOCIETY, INC.
CONTRACT C-012169

SUMMARY OF EXPENSES BUDGETED, CLAIMED, DISALLOWED, AND ALLOWED
JULY 1, 1996 THROUGH JUNE 30, 1997

Category Budgeted Claimed Disallowed Allowed

Salaries $75,002 $75,001         $2,407 (a) $72,594

Fringe Benefits 12,548           12,548             403 (a) 12,145

Space  6,313  6,313 127 (b) 6,186

Supplies & Material  260    260 0 260

Transportation 660 660 50 (c) 610

Utilities 1,200 1,144         (67) (d) 1,211

Audit 1,000 1,000 350 (e) 650

Miscellaneous    3,017   3,017    154 (f)  2,863

Total Expenses $100,000 $99,943 $3,424 $96,519

State Payments 99,943

Refund Due the State $ 3,424

Notes:

(a) Represents unsupported salaries and related fringe benefits.
(b) Represents costs used to support other programs.
(c) Represents $39 used to support other programs, and $11 in unsupported expenditures. 
(d) Represents an underclaim of expenditures.
(e) Represents an adjustment to BCSS’ allocation of its annual audit cost.
(f) Represents unsupported expenditures.



EXHIBIT D

BUSHWICK COMMUNITY SERVICES SOCIETY, INC.
CONTRACT C-010812

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

Category Budgeted Claimed Disallowed Allowed

Salaries $232,510 $232,228 $0 $232,228

Fringe Benefits  43,281  43,281 0 43,281

Space  16,840   16,840 1,811 (a) 15,029

Supplies & Material  25,969  13,473 0 13,473

Utilities   4,200 4,113 0 4,113

Transportation 2,875 2,775 0 2,775

Audit 3,500 3,500 0 3,500

Miscellaneous  30,825   29,798           (b)  24,239
5,559

Total Expenses $360,000 $346,008 $7,370 $338,638

State Payments   346,008

Refund Due the State $    7,370

Notes:
 
(a) Represents unsupported expenditures.
(b) Represents $2,559 of unsupported miscellaneous expenditures, and $3,000 of consultant’s fees

improperly charged to this contract.



EXHIBIT E

BUSHWICK COMMUNITY SERVICES SOCIETY, INC.
CONTRACT C-012169

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

Category Budgeted Claimed Disallowed Allowed

Salaries $17,504 $16,102 $0 $16,102

Fringe Benefits 2,702 2,702 0 2,702

Space  6,580    6,181               666 (a) 5,515

Supplies & Material 40,524 14,411             1,667 (a) 12,744

Utilities 3,362  3,037 0 3,037

Transportation  384    27 0 27

Miscellaneous  28,944 27,444               3,156 (a) 24,288

Total Expenses $100,000 $69,904 $5,489 $64,415

State Payments 69,904

Refund Due the State $ 5,489

Note:

(a) Represents unsupported expenditures.


