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EXECUTIVE SUMMARY 
 

NEW YORK STATE DEPARTMENT OF 
CORRECTIONAL SERVICES 
NEW YORK CITY HUMAN RESOURCES 
ADMINISTRATION 
ADMINISTRATION OF OSBORNE ASSOCIATION 
CONTRACT - BILLINGS FOR JOB PLACEMENT 
SERVICES 

 
SCOPE OF AUDIT 

 
he South Forty Corporation, a nonprofit organization, was incorporated on 
November 22, 1968, and merged with the Osborne Association effective 

January 1, 2001.  The South Forty Program of the Osborne Association 
(Osborne) specializes in providing job preparation and job development 
programs for New York City area residents convicted of a felony.  From 1995 to 
August 2001, Osborne’s Vocational Training and Job Placement Services 
program has provided direct job placement services to work release participants 
in three facilities operated by the New York State Department of Correctional 
Services (DOCS).  Our audit focused on the second of these contracts, Contract 
C160673, which amounted to $1,470,000 and covered the period April 1, 1998 
through August 31, 2001. 
 
In April 2000, New York City Human Resources Administration (HRA) contracted 
with Goodwill Industries of Greater New York and New Jersey, Inc. (Goodwill), 
and Career & Educational Consultants, Inc. (CEC), both of which subcontracted 
with Osborne to provide direct job placement services for “economically 
disadvantaged adults facing serious barriers to employment who are in need of 
such training to obtain productive employment.”  The Goodwill contract, in the 
amount of $49,397,715, covered the period December 1, 1999 through 
November 30, 2002; and the CEC contract, amounting to $1,355,000, covered 
the period October 1, 1999 through September 30, 2002. 
 
In June 2001, the Office of the State Comptroller received an anonymous 
complaint alleging that Osborne had provided work release inmates with job 
placement services under a contract with DOCS, then subsequently billed both 
HRA contractors, Goodwill and CEC, for the identical services. 
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Our audit addressed the following questions about billings Osborne made under 
the DOCS and HRA contracts for the period January 1, 2000 through August 31, 
2001: 
 

• Did DOCS’ and HRA’s primary contractors pay for identical services 
delivered to the same recipients? 

 
• What controls have DOCS and HRA established that would prevent both 

agencies from being billed for identical services under separate contracts? 
 

Audit Observations and Conclusions 
 

e identified 118 individuals who had been placed in jobs by Osborne, which 
then billed both DOCS and either CEC or Goodwill, for the same placement 

and support services. The total billings to HRA from Goodwill and CEC for this 
group amounted to $302,747.  To date, $217,398 has been paid by HRA for 
services to 88 of the 118 clients.  The remaining bills, totaling $85,349, represent 
outstanding unpaid billings for 30 clients.  Our audit disclosed that Osborne had 
billed Goodwill and CEC for services to these clients while they were participants 
in the DOCS Vocational Training and Placement Services contract, despite the 
fact that the contract included the cost of any additional services provided after 
placement.  The duplicate billings occurred just prior to and shortly after Osborne 
Association merged with the South Forty Corporation.  These billings were 
processed by key employees of the South Forty Corporation.  The responsible 
employees are no longer employed by Osborne Association.  We recommend 
that HRA recover $39,895 from CEC, $34,328 from Goodwill and $132,825 from 
Osborne representing the respective fees paid for duplicated billings.  (See pp. 7-
9)  
 
Our review of Osborne billings submitted to DOCS found that 32 ineligible 
individuals were billed amounting to $35,843.  Due to the lack of thorough billing 
review procedures, DOCS paid Osborne the $35,843.  We recommend that 
DOCS verify the eligibility of all individuals listed in contractor billings before 
making payments.  DOCS should also recover these payments from Osborne.  
We also recommend that HRA coordinate with DOCS and the Department of 
Labor to help identify overlapping services.  In addition, we recommend 
improvements to existing contract monitoring controls at HRA to provide closer 
scrutiny to the delivery of billed services.  (See pp. 9-10, 11-13) 
 
We reviewed employee time and attendance records at Osborne and identified 
seven employees who were inappropriately billed to the DOCS contract.  
Osborne’s records indicate that these employees either worked on other 
assignments (four employees) or were on some form of leave from work (three 
employees).  These records were part of the old South Forty Corporation’s 
record keeping system which, we found, was in disarray.  The current Osborne 
record keeping system is far more organized.  These erroneous charges amount 
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to $27,061. We recommend that DOCS recover this amount from Osborne.  (See 
p. 10) 
 

COMMENTS OF DEPARTMENT OFFICIALS 
 

OCS officials agreed with our recommendations related to their operations.  
We commend DOCS’ officials for taking immediate action to improve their 

internal controls, and for their cooperative and supportive efforts throughout the 
audit.   
 
HRA officials agreed with some of our findings, but will not seek restitution until  
they have conducted their own review to verify that the services and billings we 
identified were duplicative.  HRA officials disagree with our recommendation that 
they need to improve internal controls, stating that we overlooked certain existing 
controls.  However, HRA never brought these reported controls to our attention 
until after the audit was completed, despite our numerous requests throughout 
the audit for a complete overview of its contract monitoring controls.  While we 
understand that HRA was placed in a difficult position by the actions of past 
Osborne Association employees who took advantage of the separation between 
City and State governments, and acknowledge that it would have been difficult 
for HRA to identify the inappropriate duplicate billings, the fact that the duplicate 
payments were made and not detected indicates that HRA’s existing controls 
need strengthening, as recommended. 

 
HRA also believes that the State Department of Labor (DOL) should take the 
lead role in monitoring potential duplicate services between DOCS and HRA, 
because DOL has the data  regarding services provided by both DOCS and 
HRA.  We believe that DOL is too far removed from the day-to-day contract 
monitoring conducted by both DOCS and HRA.  DOL should provide data and 
program information that would be helpful in identifying possible overlapping 
services among agencies.  Then, using this information, DOCS and HRA, which 
are responsible for monitoring contract deliverables, could conduct the detailed 
reviews to ascertain whether the services provided were appropriate and 
necessary.  While HRA does not fully agree with our conclusions, it has assured 
us, in its response, that it takes seriously the concerns that our report has 
brought to light, and will take measures to ensure that the best interests of the 
agency and its clients are safeguarded. 
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INTRODUCTION 
 

Background 
he Employment and Services Placement Program (ESP) 
provides comprehensive employment and training programs 

for individuals eligible under the Federal Job Training 
Partnership Act (JTPA) and other qualified individuals.  Title II-A 
of JTPA was designed to serve “economically disadvantaged 
adults facing serious barriers to employment who are in need of 
such training to obtain productive employment.”  Most eligible 
beneficiaries are in one or more of the following categories:  
deficient in basic skills; school dropouts; recipients of cash 
welfare payments; ex-offenders; disabled; homeless; as well as 
other State categories that have been approved by the Federal 
government.  In June 2000, JTPA was replaced by the 
Workforce Investment Act (WIA), which retained essentially the 
same goals and mission.  Just 10 percent of the funding for ESP 
is derived from the State; 14 percent is provided by the City; 42 
percent by JTPA/WIA; and 34 percent by other Federal sources. 
 
The New York City Human Resources Administration (HRA) 
was made primarily responsible for administering services under 
WIA.  In late 1999, HRA awarded a group of 17 contracts, which 
were referred to collectively as the Welfare to Work and Low-
Income Job Assessment, Placement, and Training contracts.  
Five of the contracts were for the Skills Assessment and Job 
Placement Program; the other 12 - including contracts with 
Goodwill Industries of Greater New York and New Jersey, Inc. 
(Goodwill), and Career and Educational Consultants, Inc. (CEC) 
- were for ESP.   
 
The South Forty Corporation, a nonprofit organization, was 
incorporated on November 22, 1968, and merged with the 
Osborne Association effective January 1, 2001.  Prior to the 
merger, South Forty Corporation operated job placement 
programs; after the merger, these programs remained with 
South Forty but were delivered under the auspices of the 
Osborne Association.  For purposes of this report, this 
organization is referred to as Osborne.  Between 1995 and 
August 2001, Osborne’s Vocational Training and Job Placement 
Services program has provided direct job placement services to 
work release participants in three facilities operated by the New 
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York State Department of Correctional Services (DOCS). This 
program was funded by two consecutive contracts with DOCS 
under its Inmate Job Development/Employment Program. Our 
audit focused on the second contract, Contract C160673.  
Amounting to $1,470,000, it covered the period of April 1, 1998, 
to August 31, 2001. According to the contract, Osborne was to 
provide the following for inmates assigned to work release 
facilities:  vocational assessment services that determine 
suitability for employment; pre-vocational workshops that 
improve employability and job retention; individual and group 
counseling in preparation for independent living; referrals to 
training, support services, and education programs; direct job 
placement for 300 participants a year; and continuing job 
placement and aftercare services, including re-employment. 
Payment under the contract was based on Osborne’s actual 
expenses for the program, approximately 76 percent of which 
were wage-related. 
 
In addition to its work release program, Osborne runs several 
other job placement programs for ex-offenders. In April 2000, 
Goodwill and CEC subcontracted with Osborne to provide direct 
job placement services under their primary contracts with HRA. 
The Goodwill contract, in the amount of $49,397,715, covered 
the period December 1, 1999 through November 30, 2002; and 
the CEC contract, amounting to $14,355,000, covered the 
period October 1, 1999 through September 30, 2002. 
 
HRA’s contracts with Goodwill and CEC involve comprehensive 
employment and training programs for “economically 
disadvantaged adults facing serious barriers to employment 
who are in need of such training to obtain productive 
employment.”  Funding for the contracts comes from many 
sources; but, in general, clients in the program who are not on 
public assistance, such as work release inmates, are funded by 
Federal dollars through WIA. 
 
Both the DOCS and HRA contracts involved job placement 
services, in addition to others.  However, the DOCS contract 
provided for compensation to the contractor for its services on 
the basis of actual cost to the contractor.  The HRA contract, on 
the other hand, bases payments to the two job placement 
contractors on a flat fee arrangement.  In this case, 40 percent 
of the job placement fee is paid upon proof that an individual 
has been placed in a job.  An additional 30 percent of the fee is 
paid upon proof that the new employee has been employed for 
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at least 90 days (90-day milestone payment).  The final 30 
percent is paid upon proof that the new employee has been 
employed for at least 180 days (180-day milestone payment).  A 
bonus equal to 10 percent of the job placement fee is also paid 
upon proof that the new employee is receiving wages above the 
minimum standard set by HRA. 
 
In June 2001, the Office of the State Comptroller (OSC) 
received an anonymous complaint letter about Osborne’s billing 
practices.  The complaint alleged that: “The New York State 
Department of Correctional Services (DOCS), its staff and its 
inmates (were) used to defraud the Human Resources 
Administration (HRA) out of hundreds of thousands of dollars.”   
Purportedly, Osborne provided job placement services to work 
release inmates under a contract with DOCS, then subsequently 
billed the HRA contractors Goodwill and CEC for the identical 
services. According to the allegation, which refers to Osborne 
as South Forty: “South Forty did so by duplicating 
DOCS…confidential documents on inmates…then physically 
submitting them to HRA Contractors Goodwill and CEC as proof 
of services rendered though none were provided...South Forty 
would…collect inmate pay check stubs to submit to HRA for 
payments of 90 and 180 day retention milestones…by telling 
correctional staff that inmates would be eligible for a $17.00 
unlimited metro card and support services if they gave their pay 
stubs to South Forty.” 
 
During the course of our audit, several Osborne and former 
South Forty Corporation executives left the firm, including the 
former Executive Director of the South Forty Corporation. 
 

Audit Scope, Objectives and Methodology 
 

e audited selected aspects of the billings made by 
Osborne under both the DOCS and HRA contracts for the 

period January 1, 2000 through August 31, 2001.  The 
objectives of our financial-related audit were to determine: (1) 
whether Osborne engaged in duplicate billing to both DOCS and 
HRA for performing the same services for the same clients, and 
(2) whether DOCS and HRA have established adequate 
controls for monitoring contractor billings.  To accomplish our 
objectives, we interviewed managers and staff at DOCS; HRA; 
Osborne; and HRA’s primary contractors, Goodwill and CEC. 
We also reviewed documentation maintained by HRA, Goodwill, 
CEC, and Osborne to support billings made under the contracts 
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in question.  During the audit, we were assisted by the Office of 
the State Inspector General (OSIG); and we also consulted with 
the New York City Department of Investigation. 
 
As is our practice, we notify agency officials at the start of each 
audit that we will be requesting a representation letter in which 
agency management provides assurance, to the best of their 
knowledge, concerning the relevance, accuracy, and 
competence of the evidence provided to the auditors during the 
course of the audit.  The representation letter is intended to 
confirm oral representations made to the auditors and to reduce 
the likelihood of misunderstandings.  In the representation letter, 
agency officials assert that, to the best of their knowledge, all 
relevant financial and programmatic records and related data 
have been provided to the auditors.  Agency officials further 
affirm either that the agency has complied with all laws, rules 
and regulations applicable to its operations that would have a 
significant effect on the operating practices being audited, or 
that any exceptions have been disclosed to the auditors.   
 
However, officials at the New York City Mayor’s Office of 
Operations have informed us that, as a matter of policy, Mayoral 
agency officials will not provide representation letters in 
connection with our audits.  As a result, we lack assurances 
from HRA officials that all relevant information was provided to 
us during the audit.  We consider this refusal to provide a 
representation letter to be a scope limitation on our audit.  
Therefore, readers of this report should consider the potential 
effect of this scope limitation on the findings and conclusions 
presented in this report. 
 
Except as noted in the previous paragraphs, 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 which 
are included in our audit scope. Further, these standards require 
that we understand the internal control structure at DOCS and 
HRA and their 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 consider necessary in the circumstances. An 
audit also includes assessing the estimates, judgments, and 
decisions made by management. We believe that our audit 
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provides a reasonable basis for our findings, conclusions and 
recommendations. 
 
We use a risk-based approach when selecting activities to be 
audited. This approach focuses our audit efforts on operations 
that have been identified through a preliminary survey as having 
the greatest probability for needing improvement. Consequently, 
by design, finite audit resources are used to identify where and 
how improvements can be made. Thus, little audit effort is 
devoted to reviewing operations that may be relatively efficient 
or effective. As a result, our audit reports are prepared on an 
“exception basis.”  This report, therefore, highlights those areas 
needing improvement and does not address activities that may 
be functioning properly. 
 

Internal Control and Compliance Summary 
 

ur consideration of the internal control structure focused on 
the processes used by DOCS and HRA to prevent 

payments from being made for services that had already been 
paid for under contracts with other governmental agencies.  We 
identified weaknesses in controls relating to billing verification, 
sample selection, and other areas that should be addressed by 
officials at HRA and DOCS.  These matters are presented in 
this report.  
 

Response of DOCS and HRA Officials to Audit 
 

 draft copy of this report was provided to officials of DOCS, 
HRA, and Osborne for their review and comment.  Their 

comments were considered in the preparation of this report, and 
are included as Appendix B.  In addition, State Comptroller’s 
Notes to HRA’s response are included as Appendix C. 
 
DOCS officials agreed with our recommendations related to 
their operations.  We commend DOCS’ officials for taking 
immediate action to improve their internal controls, and for their 
cooperative and supportive efforts throughout the audit.   
 
HRA officials agreed with some of our findings, but will not seek 
restitution until they have conducted their own review to verify 
that the services and billings we identified were duplicative.  
HRA officials disagree with our recommendation that they need 
to improve internal controls, stating that we overlooked certain 
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existing controls.  However, HRA never brought these reported 
controls to our attention until after the audit was completed, 
despite our numerous requests throughout the audit for a 
complete overview of its contract monitoring controls.  While we 
understand that HRA was placed in a difficult position by the 
actions of past Osborne Association employees who took 
advantage of the separation between City and State 
governments, and acknowledge that it would have been difficult 
for HRA to identify the inappropriate duplicate billings, the fact 
that the duplicate payments were made and not detected 
indicates that HRA’s existing controls need strengthening, as 
recommended. 

 
HRA also believes that the State Department of Labor (DOL) 
should take the lead role in monitoring potential duplicate 
services between DOCS and HRA, because DOL has the data 
regarding services provided by both DOCS and HRA.  We 
believe that DOL is too far removed from the day-to-day 
contract monitoring conducted by both DOCS and HRA.  DOL 
should provide data and program information that would be 
helpful in identifying possible overlapping services among 
agencies.  Then, using this information, DOCS and HRA, which 
are responsible for monitoring contract deliverables, could 
conduct the detailed reviews to ascertain whether the services 
provided were appropriate and necessary.  While HRA does not 
fully agree with our conclusions, it has assured us, in its 
response, that it takes seriously the concerns that our report has 
brought to light, and will take measures to ensure that the best 
interests of the agency and its clients are safeguarded. 
 
Within 90 days after final release of this report, as required by 
Section 170 of the Executive Law, the Commissioner of the 
Department of Correctional Services shall report to the 
Governor, the State Comptroller and leaders of the Legislature 
and fiscal committees, advising what steps were taken to 
implement the recommendations contained herein, and where 
recommendations were not implemented, the reasons therefor.  
In addition, we request that the Commissioner of HRA report to 
the State Comptroller, advising what steps were taken to 
implement the recommendations contained in this report, and 
where recommendations were not implemented, the reasons 
therefor. 
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BILLINGS FOR JOB PLACEMENT SERVICES 

 
e reviewed the billings by Osborne, as well as supporting 
records for the contracts in question, for the period 

January 1, 2000 through August 31, 2001.  The purpose of our 
review was to identify participants in the DOCS program for 
whom Osborne had also billed HRA contractors Goodwill and 
CEC.  
 

Billings to HRA 
 

ur audit found that key employees of the South Forty 
Corporation billed DOCS for employment services provided 

to 118 clients, and then inappropriately submitted duplicate 
billings to HRA’s primary contractors for these same clients.  
These duplicate billings occurred just prior to and shortly after 
South Forty Corporation’s merger with the Osborne Association 
on January 1, 2001.  This occurred because, for a few months 
after merging, South Forty Corporation’s program activity was 
not integrated into Osborne Association’s record keeping 
system.  South Forty Corporation’s record keeping system was 
in disarray.  Several client files documenting services rendered 
were missing, or were incomplete.  Other clients had multiple 
folders for the same program.  During the course of our audit, 
the key individuals responsible for maintaining the inadequate 
records and making the inappropriate duplicate billings left the 
Osborne Association. 
 
In all cases, the 118 clients first received employment services 
through the DOCS contract.  Both South Forty Corporation, and 
later Osborne Association, billed DOCS directly for these 
services.  Under a subcontracting arrangement in the HRA 
program, South Forty Corporation (and subsequently Osborne 
Association) submitted all billings to either CEC or Goodwill.  
CEC and Goodwill, in turn, submitted the billings to HRA. 
 
The total amount of duplicate billings processed by CEC and 
Goodwill for the 118 clients was $302,747.  Of this amount, 
HRA has paid $217,398 to date for 88 clients.  The remaining 
$85,349 ($302,747 - $217,398) represents outstanding unpaid 
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billings for 30 clients.  We recommend that HRA not pay for the 
outstanding unpaid billings. 
 
Upon analysis of the files supporting payments made for the 88 
clients, we also discovered that six clients were improperly billed 
to DOCS.  They were parolees and, therefore, not eligible for 
services under the DOCS contract.  They are, however, eligible 
under the HRA program.  As such, we are recommending that 
Osborne refund DOCS for the amount DOCS paid for the 
respective services (discussed in the next section titled, Billings 
to DOCS), rather than refunding HRA for its payments.  The 
amount that HRA paid for these six clients amounted to 
$10,350.  This reduces the refundable portion of the $217,398 in 
duplicate billings paid by HRA to $207,048.  Included in the paid 
billings are fees accruing to CEC and Goodwill for their 
oversight responsibilities.  Based on our review of client files 
and billing records, we calculate the respective paid amounts to 
be refunded to HRA by each contractor as follows: 
 

Osborne Association   $132,825 
 CEC          39,895 
 Goodwill         34,328 
      Total    $207,048 
 
Client file documentation clearly shows that Osborne billed 
DOCS and Goodwill or CEC for placement of the same clients 
in the same jobs for the same period of time.  In every instance, 
the billings and supporting documentation were first sent to 
DOCS for payment.  Subsequently, the very same documents 
were sent to CEC and Goodwill for payment.  Control 
weaknesses at CEC, Goodwill, and HRA – which are discussed 
later in this report – created an opportunity for the improper 
activity to go undetected.   
 
Osborne officials advised us that they are willing to refund all 
duplicate billings.  Likewise, CEC and Goodwill have agreed to 
refund their respective fees for all duplicate billings. 
 
HRA officials contend that the means to identify duplicate 
billings between City and State governmental agencies does not 
lie within their grasp, but rather can be more effectively 
managed through, for example, the State Department of Labor, 
which provides funding to HRA.  While this is a complex 
problem that is not easy to manage, we believe that HRA and 
other agencies that are directly responsible for monitoring the 
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contractors are the most knowledgeable concerning the 
intricacies of the various programs involved, and, as such, are in 
the best position to understand the breadth of the services 
provided, and any potential for possible overlap in clients and/or 
services.  Accordingly, we recommend that in this particular 
instance, HRA obtain program services-related data from the 
State Department of Labor and DOCS, use it to assess the 
likelihood of overlapping program services with other City or 
State agencies, and coordinate with those agencies to mitigate 
any possible duplication of billings. 
 

Billings to DOCS 
 

ur detailed review of billings submitted to DOCS found 
billing errors resulting in overcharges to DOCS.  We 

reviewed the monthly reports for all placements claimed under 
the DOCS contract for the period January 1, 2000 through 
August 31, 2001 and found that 32 individuals had been 
referred to Osborne by DOCS, that were either on parole or on 
probation.  DOCS officials clearly indicated on the referral forms 
that the individuals were not in work release.  It was the 
intention of DOCS officials to refer these individuals to Osborne 
for needed services, but officials expected that Osborne would 
bill the appropriate source – such as HRA.  In spite of the 
notations indicating these 32 individuals were not part of the 
DOCS contract, Osborne submitted billings to DOCS for these 
individuals amounting to $35,843.  Due to the lack of thorough 
billing review procedures, DOCS paid Osborne the $35,843.  
We recommend that DOCS verify the eligibility of all individuals 
listed in contractor billings before making payments.  DOCS 
should also recover these payments from Osborne. 
 
DOCS officials stated that, as a result of our audit, they have 
instituted additional control procedures.  DOCS’ central office 
now verifies that each individual billed under the current contract 
is in fact an inmate eligible for services.  Under these new 
procedures, DOCS identified 50 names that were not in the 
system, and has disallowed related payments. We estimate that 
DOCS has already saved approximately $12,500 as a result of 
implementing these additional cost-saving measures.  DOCS 
officials further stated that they would consider having facilities 
keep an independent list of individuals referred in a 
standardized, preferably electronic, format.  Corrections 
counselors at the facilities will verify that these services were 
actually provided.  These facilities will then send a report of 
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inmates having received services to the central office, where a 
comparison can be made to the contract’s billing list.  
 
In addition, a DOCS official noted that there were four 
questionable Osborne employees billed to the DOCS contract 
who were not normally involved with the DOCS contract.  We 
reviewed employee time and attendance records at Osborne 
and identified seven employees who were inappropriately billed 
to the DOCS contract.  Osborne’s records indicate these 
employees either worked on other assignments (four 
employees) or were on some form of leave from work (three 
employees).  These records were part of the old South Forty 
Corporation’s disorganized record keeping system.  The current 
Osborne record keeping system is far more organized.  These 
erroneous charges, as well as other discrepancies we identified, 
amounted to $27,061. We recommend that DOCS recover this 
amount from Osborne.  DOCS subsequently moved to 
performance-based contracting methods for its Vocational & Job 
Placement Services Program.  Therefore, billings will no longer 
be based on costs incurred by the contractor. 
 

Recommendations 
 
HRA should: 
 
1. Recover payments of $39,895 from CEC, $34,328 from 

Goodwill, and $132,825 from Osborne for services 
already paid for by DOCS.   

 
2. Withhold payment for the $85,349 in outstanding unpaid 

billings. 
 
DOCS should: 
 
3. Recover $35,843 from Osborne for services rendered to 

ineligible clients. 
 
4. Recover $27,061 from Osborne for erroneous charges to 

the DOCS contract. 
 
5. Verify the eligibility of all individuals billed for job 

placement service prior to paying the contractor. 
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INTERNAL CONTROL WEAKNESSES 
 

e identified control activities that Goodwill, CEC and HRA 
could adopt that would enable them to monitor billings 

more effectively. 
 

Control Structure at HRA 
 

e found that HRA did not verify placements or adequately 
monitor ESP contract activity during the period under 

audit.  Since the duplicate billings were identified, HRA has 
taken steps toward corrective action over its contract 
monitoring.  For example, a contract-monitoring unit is used to 
conduct contractor site visits to ensure primary contractors are 
monitoring service delivery.  We identified the following 
opportunities HRA should explore: 
 

• Coordination with DOCS - We reviewed documentation 
from both DOCS and HRA contracts that allowed us to 
verify the existence of duplicate billings identified by the 
complainant.  To help determine whether any duplication 
of services exists, HRA should coordinate efforts with the 
State Department of Labor and DOCS to review 
contracts under which both agencies serve similar client 
populations. 

 
• Billing Verification - HRA’s Office of Revenue and 

Investigation (ORI), which performs post-audit services 
for HRA, performs all verification of contractor billings. 
This process involves examining contractor-submitted 
case file correspondence that has been photocopied 
several times, and thus is prone to manipulation.  On a 
sample basis, HRA should verify with the client that the 
claimed services were actually provided, and verify with 
the respective employers that the clients are actually 
working.  ORI officials informed us that they used to 
telephone employers to verify the employment of 
recipients under HRA’s programs, but had discontinued 
the practice because it was only part of a pilot study. 
However, officials told us they did find some 
discrepancies while this study was taking place.  For 
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example, some clients stated that they had obtained jobs 
on their own; others reported that they had received only 
limited services.  

 
• Sample of Files for Review - In June 2001, HRA started 

a program for monitoring primary contractors. It 
conducted two site visits, including file reviews, of both 
CEC and Goodwill, which have operated from the 
inception of the program.  However, we noted that the 
population from which HRA selected its sample files for 
program contract compliance was chosen only from 
public assistance clients referred to the contractor.  
However, non-referral clients (such as the clients 
represented in the 118 duplicate billings) have a relatively 
higher risk of noncompliance and fraud than referred 
clients because HRA has not referred them and is not 
aware of their eligibility.  When HRA conducts contractor 
reviews, it should pull a more-representative sample of 
both types of clients being served. 

 
Control Structure at Goodwill  

 
e observed several opportunities for improvement.  
Goodwill officials told us they would implement the 

following changes to improve controls: 
 

• make on-site monitoring visits and phone employers on a 
random basis to verify placements; 

 
• review billing documentation to assure closely that 

services provided are timely and reasonable; 
 
• require full disclosure of all other government contracts in 

place with the subcontractors; and 
 
• perform more research before new subcontracting 

agreements are signed, with specific staff assigned to 
screen and monitor each subcontractor’s enrollments 
prior to placement. 

 

Control Structure at CEC 
 

EC, which has had a long-standing relationship with 
Osborne, performed a risk assessment of the ESP contract 
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and determined that the risks of improper billing by 
subcontractors were low.  Because all of the subcontractors 
selected were well known and had long-standing relationships 
with CEC, regular site visits to verify the billings were not 
conducted.  According to CEC officials, it had never occurred to 
them that a subcontractor might bill more than one funding 
source for the same services.  CEC officials told us they now 
plan to implement the following changes to strengthen controls 
over their subcontractors: 
 

• All existing subcontracting agreements will be revised to 
require subcontractors to attest to the fact that they are 
billing all placement and performance milestones to just 
one entity. 

 
• A right-to-audit clause will be added to all subcontracting 

agreements. 
 

• Random calls to employers will be made to verify 
placements. 

 
• Site visits to all subcontractors will be instituted with on-

site file reviews for program compliance. 
 

Recommendation 
 
HRA should: 
 
6. Strengthen current internal controls and improve 

monitoring by: 
 
 • coordinating services/efforts with DOCS and the 

State Department of Labor to identify potential 
duplicate billings; 

 
 • verifying that clients were actually provided with 

services and actually working for employers; and 
 
 • including non-referral clients in the sample 

population used for monitoring contract 
compliance. 
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State Comptroller’s Notes 

Appendix C 

1. HRA’s description, noting the differing method of payment used by DOCS, has 
little, if any, impact on our finding of duplicate payments.  In fact, the majority of 
payments made by HRA were for job placements only.  Further, these were the 
very same placements previously paid for by DOCS.  As such, we hope HRA will 
perform its proposed review of our work papers, which we have provided, 
immediately, so that this matter can be brought to closure.   

 
2. We find it disturbing that, during our audit field work, HRA never mentioned 

anything about a monitoring unit in the Commissioner’s Office or the use of 
“Report Cards” for each vendor in spite of our numerous requests for an 
overview of all contract monitoring activities.  Likewise, whether, in fact, HRA’s 
Division of Employment Verification reviewed public assistance clients as well as 
non-public assistance clients was never mentioned during our field work.  Thus, 
at this juncture, we are not able to comment as to whether these claimed 
activities are in place.   

 
Nevertheless, the fact remains that duplicate payments were made by HRA.  We 
can only conclude that these reported controls were not effective in preventing 
the duplicate payments we identify in this report.  While we understand that HRA 
was placed in a difficult position by the actions of past Osborne Association 
employees who took advantage of the separation between City and State 
governments, and acknowledge that it would have been difficult for HRA to 
identify the inappropriate duplicate billings, the fact that the duplicate payments 
were made and not detected indicates that HRA’s existing controls need 
improvement as recommended. 

 
3. It appears that HRA recognizes the need to coordinate with DOL and DOCS.  

However, HRA argues that DOL as the primary oversight agency, should take 
the lead in this initiative.  In our opinion, DOL is not in the best position to play a 
lead role in monitoring detailed contract activity.  We believe the lead should fall 
to the agencies that contract directly with the service providers, and have the 
most intimate knowledge of the specific services rendered – in this case, HRA 
and DOCS.  DOL’s role should be to provide data and other information that 
would be helpful in indicating areas of possible overlaps of service among 
agencies.  We believe it is then the responsibility of the contracting agencies, 
which are responsible for monitoring contract deliverables, to conduct the 
detailed reviews to ascertain whether the services provided were appropriate and 
necessary.   




