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Re: Report 96-F-22

Dear Dr. Ryan:

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 have reviewed action taken by
officials of the State University of New York (SUNY) Health Science Center at Stony Brook as of  June
30, 1997, to implement the recommendations included in our prior audit report, 94-S-34.  Our prior
report, which was issued August 29, 1995, examined whether the administration of the  clinical practice
management plan was in compliance with SUNY policy.

Background

The Stony Brook Health Science Center (HSC) includes five schools,  a 536 bed critical care
teaching hospital and a 350-bed veteran’s home.  Faculty at HSC’s School of Medicine (School) have
both teaching and research responsibilities and may also provide medical care to patients.  The School’s
clinical practice management plan (Plan) regulates the patient income generated by these faculty.  The
Plan consists of 18 separate medical services groups, primarily established by department within the
School.  A Governing Board, consisting of members of each medical service group, manages the day-to-
day activities of the Plan.  Doctors in these groups receive salaries from the State and compensation
from the Plan.  SUNY has a System Administration unit which provides leadership and direction to the
SUNY campuses.

Article XVI of the SUNY Board of Trustees Policies (Policies) regulates the use of funds
generated by clinical practices.  Guidelines in the Policies include the following stipulations: five percent
of the gross receipts from clinical practices are to be placed in a fund dedicated to the general benefit
of the School,  Plan operating expenses must meet IRS guidelines for deductible expenses, and net
income from clinical practices is to be used for the benefit of the School.  The Policies also limit the
compensation that Plan members can receive from clinical practices.
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Summary Conclusions

Our prior audit report found that HSC did not ensure that: dedicated fund transactions benefit
the School, Plan expenses were documented as allowable business expenses, compensation limits for
physicians were enforced, or the Plan’s net income was deposited in a fund dedicated to the benefit of
the School.  The audit concluded that HSC officials, in conjunction with SUNY Central Administration
(now known as System Administration) and the Board of Trustees, needed to establish guidelines to
promote the appropriate use of funds received for the benefit of the School.  In our follow-up review,
we found that the Plan has made progress in implementing the recommendations contained in our prior
audit report.

Summary of Status of Prior Audit Recommendations

Of the ten prior audit report recommendations, the HSC has fully implemented seven
recommendations, partially implemented one recommendation and not implemented two
recommendations.

Follow up Observations

Recommendation 1

In conjunction with SUNY Central Administration and the Board of Trustees, formulate
detailed guidelines covering the appropriate use of clinical practice funds and defining
those uses of funds that benefit the School.

Status - Partially Implemented

Agency Action - Guidelines have been formulated by the Chancellor’s Office and adopted by the Board
of Trustees.  SUNY is now  negotiating this matter with its employee unions.  The HSC is
currently operating under interim guidelines.

Recommendation 2

Ensure that expenditures from the Dean’s Fund and the Vice-President’s Fund are in
compliance with relevant guidelines and are supported by adequate documentation.

Status - Implemented

Agency Action - Procedures for the two funds have been formulated to ensure that the expenditures are
in compliance with the guidelines.  These procedures require all expenditures must be for the
benefit of the School, adequately documented and approved by either the President of the
University or by the Associate Dean for Administration and Finance.
 

Recommendation 3
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Investigate questionable expenditures, and, where appropriate, obtain restitution from the
individuals involved.

Status - Implemented

Agency Action - Officials at the HSC investigated the cited expenditures and determined that seeking
of restitution was inappropriate because the expenditures were judged to benefit the School of
Medicine.

Auditor’s Comments - In our judgement, the expenditure exceptions noted in our prior audit report were
of questionable value to the School of Medicine.

Recommendation 4

Negotiate with the Stony Brook Foundation to obtain a more reasonable rate for accounting
services provided to the Vice-President’s Fund.

Status - Implemented

Agency Action - The rate has been lowered from ten percent to three percent.

Recommendation 5

Ensure that Plan expenditures for clinical practice expenses are for business purposes and
are adequately documented.

Status - Implemented

Agency Action - Plan officials stated that they are ensuring that  expenses are business related and are
adequately documented.  We examined fourteen expense vouchers and found the expenses were
for business purposes and were fully documented and approved.

Recommendation 6

Adhere to Plan member compensation limits set forth in the Policies.

Status - Implemented

Agency Action - The Plan is abiding with the compensation limitations.  In those instances where the
compensation exceeded the limitation, an exemption was requested by the Plan and received in
accordance with SUNY policy.

Recommendation 7
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Consider recovering from individual faculty members the compensation paid in excess of
limits.

Status - Implemented

Agency Action -Instead of recovering from individual faculty, exemptions were requested by the Plan
and received in accordance with SUNY policy.

Recommendation 8

Ensure that all clinical faculty who meet the criteria for Plan membership become Plan
members.

Status - Implemented

Agency Action - The majority of clinical faculty are Plan members and exemptions are requested in
accordance with SUNY policy.

Recommendation 9

Transfer the $4 million in accumulated revenues in the Plan’s custodial fund to the Dean’s
Fund and/or the Vice-President’s Fund.

Status - Not implemented

Agency Action - Plan officials disagreed with our recommendations. They contend that the SUNY
guidelines do not require them to transfer these accumulated revenues to the Dean’s Fund and/or
the Vice President’s Fund.

Auditor’s Comments - In accordance with the Board of Trustees guidelines  “Remaining clinical
practice income shall remain in the school of medicine or dentistry or College of Optometry and
shall be used for the benefit of the school of medicine or dentistry, College of Optometry or
departments thereof, as determined by the chief administrative officer, or designee,  after
consultation with the governing board.”  However, we noted from the financial statements that
all monies are maintained in the Plan custodian fund.  Therefore, we conclude that remaining
funds should be transferred to the Dean’s Fund and/or the Vice-President’s Fund so that these
funds are in the School of Medicine.  

Recommendation 10
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Ensure that Plan income remaining at year-end after all Plan obligations have been met is
transferred to the Dean’s Fund and/or the Vice President’s Fund.  Establish a minimum
amount to be retained for cash flow purposes (e.g., the value of one-month’s expense.)

Status - Not implemented

Agency Action - Same as Recommendation 9

Auditor’s Comments - Same as Recommendation 9

Major contributors to this report were Tony Carbonelli and Mitch Schmeltzer.  

We would appreciate your response to this report within 30 days indicating any additional action
you have planned or have taken to address the unresolved matters discussed in this report.  We wish to
thank the management and staff of the Plan and SUNY for the courtesies and cooperation extended to
our staff during this review.

Very truly yours,

Jerry Barber
Audit Director

cc: Patricia Woodworth


