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Executive Summary

New York State Office of Mental Retardation and
Developmental Disabilities
Controls Over Consumers’ Cash at Metro New York
Developmental Disabilities Services Office and
Selected Voluntary Agencies

The Office of Mental Retardation and Developmental Disabilities
(OMRDD) provides services for individuals with developmental disabilities
in Manhattan and the Bronx through its Metro New York Developmental
Disabilities Services Office (DDSO) and contracted voluntary agencies.
These individuals, known as consumers, receive income from various
sources such as Supplemental Security Income and, in some cases,
employment.  After some payment is made toward the cost of their care,
consumers can keep part of their income as a personal allowance.  Under
OMRDD regulations, the agencies manage these funds, and are held
strictly accountable for their use because many of the consumers lack the
capacity to manage their own money.

Our audit addressed the following questions about controls over these
personal allowance funds for the period of July 1, 1997 through June 30,
1998:

! Are the Metro New York DDSO and voluntary agencies maintain-
ing adequate control over consumers’ cash?

! Is OMRDD maintaining adequate oversight of the agencies’
management of consumers’ cash?

We identified significant weaknesses in controls over consumers’ funds at
some of the voluntary agencies and State-operated facilities.  The agencies
did not have procedures in place that would ensure adequate controls over
these funds, resulting in inaccurate consumer cash records and missing
funds.  OMRDD did not adequately oversee the consumer cash operations
of voluntary agencies.

Following are examples of our findings, which illustrate the weaknesses
in controls over consumers’ funds:





Comments of
OMRDD Officials

! At one of the DDSO-operated residences, $50 had been posted to
a consumer’s account, but had not been added to the running
balance.  Our count of cash on hand matched the erroneous
balance, leaving the $50 unaccounted for.  At another DDSO-
operated residence, we found numerous instances of mathematical
errors on the consumers’ ledger cards, as well as obliterated
entries and other undocumented changes.  (See pp. 4-6) 

! At two of the residences we visited, consumer funds had been
used to pay for items that were the responsibility of the program,
such as pharmaceuticals and local telephone service.  (See p. 6)

! Some of the voluntary agencies and State-operated facilities had no
procedures for ensuring adequate controls over consumers’ funds.
At a residence operated by United Cerebral Palsy of New York
(UCP), we found that the cash on hand for each consumer did not
match the ledger balances for 9 of the 16 consumers.  We also
found that UCP, which maintained a separate bank account for
each consumer’s personal funds, had never reconciled the bank
balances with the agency’s accounting records.  Consequently,
there were differences between the bank balances and the account-
ing records for all 16 consumers.  (See pp. 6-7)

! We found that required procedures regarding personal allowances
had not been developed at two of the three voluntary agencies
where we reviewed accounts.  Without appropriate procedures,
residence staff do not have the guidance they need to maintain a
proper accounting of the consumers’ funds.  (See pp. 7-8)

! Annually, each sponsoring agency must randomly examine at least
10 percent of the personal allowance accounts it manages.  At the
UCP residence, we found that the agency had not reviewed the
accounts.  Additionally, OMRDD’s Division of Quality Assurance
conducts surveys of the voluntary agencies; however, these
surveys are not comprehensive enough to uncover financial
practice deficiencies comparable to those we found at the UCP
residence.  OMRDD indicated to us that it instituted a more
rigorous review process in April 1998.  (See p. 8)

We have included seven recommendations in the body of this report that
address the concerns we identified during this audit.

OMRDD officials responded to the report by listing the steps they and
Metro New York DDSO officials will take to address the report’s seven
recommendations.
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Background

Audit Scope,
Objectives, and
Methodology

Introduction

The Office of Mental Retardation and Developmental Disabilities
(OMRDD) provides services for developmentally-disabled individuals in
Manhattan and the Bronx through its Metro New York Developmental
Disabilities Services Office (DDSO) and contracted voluntary agencies.
These individuals, known as consumers, usually live in small groups,
either at individual residence alternatives, community residences,
intermediate care facilities or in family care, depending on their needs.
As of July 1998, this population was being served by 313 programs
operating within the DDSO service area, with a total capacity of 1,102
residents.  Of these, 264 programs, with a capacity of 728 residents, were
being conducted at voluntary agency facilities.  The remaining 49
programs, with capacity to serve 374 residents, were being operated
directly by the DDSO.

The individuals residing in the facilities, referred to by OMRDD as
consumers, receive income from various sources, such as Supplemental
Security Income (SSI).  Some consumers, generally those at the voluntary
agencies, also receive earnings from employment.  After some payment
is made toward the cost of their care, consumers are allowed to retain a
part of their income as a personal allowance that can be used for their
individual benefit.  This monthly allowance is usually $111 for consumers
receiving income from just one source, $131 for those who have more
than one source of income, and the first $65 from any employment
income.  In accordance with OMRDD regulations, the agencies hold these
funds for the consumers and are required to maintain strict accountability
for the funds.  Each consumer may accumulate a balance of as much as
$2,000 before SSI benefits are reduced or eliminated.  The regulations
also allow the agency to retain at the residence up to $150 in cash from
each consumer’s personal allowance, which can be used to cover some of
his or her day-to-day recreational costs and incidentals.

We audited controls over consumers’ cash at the Metro New York
Developmental Disabilities Services Office and selected voluntary agencies
within its service area for the period of July 1, 1997 through June 30,
1998.  Our audit objectives were to determine whether the DDSO and the
contracted voluntary agencies are exercising adequate controls over the
cash they hold for consumers and whether OMRDD is maintaining
adequate oversight of the agencies’ management of consumers’ cash.  To
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achieve these objectives, we judgmentally selected a sample of providers
— four voluntary agencies and two State-operated facilities — that were
certified and operating at the time of our audit.  We visited one residence
operated by each of the following voluntary agencies: Association for
Children with Retarded Mental Development, New York Society for the
Deaf, United Cerebral Palsy of New York, and Federation Employment
and Guidance Services.  We also visited two residences operated directly
by the DDSO in Manhattan, on West 24  Street and on West 59  Street.th th

We examined the sampled agencies’ policies and procedures for complying
with laws and OMRDD regulations pertaining to the management of
consumers’ cash.  We also reviewed the individual account balances and
transactions recorded for all of the 51 consumers living in 5 of the 6
residences we visited.  (The consumers at the remaining residence,
operated by the Federation Employment and Guidance Services, managed
their own funds.)  We also reviewed the effectiveness of the oversight
functions of OMRDD’s Division of Quality Assurance for the agencies we
visited.
  
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 OMRDD, the DDSO, and
the voluntary agencies which are included within our audit scope.
Further, these standards require that we understand OMRDD’s internal
control structure and its compliance with those laws, rules and regulations
that were relevant to the operations which are included within 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 circum-
stances.  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.

We use a risk-based approach when selecting activities for an audit.  We
therefore focus our audit efforts on those operations that have been
identified through a preliminary survey as having the greatest probability
for needing improvement.  Consequently, by design, we use finite audit
resources to identify where and how improvements can be made.  Thus,
little 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. 
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Internal Control
and Compliance
Summary

Response of
OMRDD Officials
to Audit 

Our analysis of the internal control structure relating to controls over
consumers’ cash identified significant weaknesses in controls.  These
matters are presented in the report.

A draft copy of this report was provided to OMRDD officials for their
review and comments.  Their comments have been considered in the
preparation of this report and are included as Appendix B.

Within 90 days after final release of this report, as required by Section
170 of the Executive Law, the Commissioner of the OMRDD 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.
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Accounting for
Personal Allowance
Funds

Controls Over Consumers’ Cash

We identified significant weaknesses in controls over consumers’ funds at
some of the voluntary agencies and State-operated facilities.  The agencies
did not have procedures in place that would ensure adequate controls over
these funds, resulting in inaccurate consumer cash records and missing
funds.  OMRDD did not adequately oversee the consumer cash operations
of voluntary agencies. 

OMRDD regulations require each agency to establish an accounting
process for recording the receipt and disbursement of each consumer’s
personal allowance funds.  The regulations further provide that the
purchase of items and services for the consumers are to be documented
with receipts, except for expenditures for routine recreational activities,
which must simply be noted.  However, we found that the purchases were
not always documented adequately; and that when purchases were made
but receipts were not obtained, the records for each consumer did not
specify the items that were purchased.  For many of the purchases made
from personal allowance funds, the residences’ staff members would
prepare vouchers indicating that the purchases were for “personal items,”
without specifically identifying the items.  We also found instances in
which transactions had not been recorded in consumers’ ledgers, or had
not been added correctly to the ledger balances. When we reviewed the
personal allowance account records of these 51 consumers, we found that:

! At a residence operated by United Cerebral Palsy of New York
(UCP), where we reviewed the transactions made for all 16
residents, subway token purchases totaling $401 and $384 for two
consumers had not been substantiated with receipts or agency
vouchers that indicated the purpose of the purchases. 

! At the DDSO’s West 24  Street facility, a consumer’s ledgerth

showed a payment of $79 to LTD Commodities, with no docu-
mentation describing the items purchased. 

! At the same DDSO residence, a deposit of $50 had been posted
to a consumer’s ledger, but had not been added to the running
balance.  When we counted the cash on hand, the amount matched
the erroneous balance, leaving the $50 unaccounted for.  After we
brought the missing funds to the attention of the DDSO, the
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manager in charge of the residence at the time personally reim-
bursed the consumer’s account for the missing funds. 

! At the DDSO’s West 59  Street residence, we found numerousth

instances of mathematical errors on the ledger cards, with
incorrect postings of amounts and computations of running
balances.  At various times during the period we reviewed, the
ledger cards for 10 of the 12 consumers reflected incorrect
running balances.  In many instances, the residence staff had
obliterated entries or had written new amounts on the same line.
Many of these changes were made because errors had been
entered; others occurred because some of the money that had been
withdrawn was not spent and it was returned to the account. 

! At the same DDSO residence, the ledger card indicated that a
purchase of $134 had been made for the consumer, while the
supporting vendor’s receipt indicated that a price adjustment had
reduced the cost to $129.  There was no indication that the $5
difference had been refunded to the consumer’s account.  Because
of a math error in that consumer’s account, the ledger card
showed a balance that was $15 less than the actual balance.  A
subsequent DDSO review had not uncovered this error.  Residence
staff later noted the discrepancy and corrected the ledger card
balance.  Since the consumers at this residence, who are all blind,
deaf, and mentally retarded, are unable to manage their own
funds, such improper record-keeping and lack of full accounting
increases the risk that staff could use the funds inappropriately.

Because receipts had not been filed and the items or services that were
purchased had not been specified, there is insufficient assurance that the
purchases were actually made for the personal benefit of the consumers.

The DDSO also requires that the house manager or designee initial all
transactions on the ledger card when the consumer is unable to do so
because his or her functional level is low.  We found that this was not
always done. For instance, at the DDSO’s West 24  Street facility, whereth

none of the consumers is able to initial the transactions, the fund’s
custodian did not contemporaneously initial individual transactions for nine
consumers. In each case, manager and resident initials appeared beside
one transaction on the card, and a line had been drawn down the ledger
card to indicate approval for the other dates.  This practice does not
provide sufficient control, because so much time had elapsed from the date
of the first approval.  For example, the ledger for one consumer showed
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Use of Personal
Funds for
Unallowed
Purchases

Reconciliations of
Personal Allowance
Account Balances

that the manager and resident had initialed a December 23, 1997
withdrawal; then a line was drawn down the ledger card to represent that
all subsequent transactions occurring during the next six months had been
authorized properly.

OMRDD regulations require each facility to assume the cost of basic items
for consumers.  Such items include basic hygiene supplies and services;
medical care, including medications; local telephone service; and meals.
Our audit found instances in which the agencies had used consumers’
personal funds to purchase items for which the facilities should have taken
responsibility.

When we reviewed records at a residence operated by the New York
Society for the Deaf, we found that the personal funds of the consumers
at the residence had been used to purchase pharmaceutical items.  The
agency staff agreed that such charges to consumers were inappropriate,
and attempted to return the funds to the consumers’ accounts.  However,
the agency was unable to reconcile the amounts paid with the charges to
the accounts.  Consequently, as of June 30, 1998, the agency had $271
in its account that had not been assigned to any consumers.  We also
identified an additional $160 that had been expended for pharmaceuticals
but had not been returned to the consumers.

At the UCP residence, consumers’ personal funds were used for basic
local telephone charges, in violation of regulations that require the
program to assume local telephone service costs.  

Proper financial management practices require that bank balances be
reconciled with accounting data. However, at the UCP-operated residence
where we reviewed consumers’ personal allowance accounts, we found
that the bank statement balances and cash on hand had not been reconciled
with the balances in the accounting records.  This residence maintains an
individual bank account, in the name of each consumer, for personal
allowance funds.  The bank mails a monthly statement for each account
to the residence, where a ledger is maintained for each consumer.  In the
ledger, the residence manager notes the activity in each account, such as
deposits and withdrawals; and maintains a running balance.  We found
differences between the bank ledgers and the bank statements being
maintained for all of the 16 consumers living at this residence. These
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Procedures at
Voluntary Agencies

differences included both overages and shortages:  For one consumer, the
ledger balance exceeded the bank statement balance by $462; for another,
the ledger balance was $230 less than the bank balance.  For four of the
consumers, the differences represented more than 25 percent of the
balance on the bank statement.

Neither the manager of this residence nor other agency personnel have
ever reconciled these ledgers to the bank statements.  As a result, errors
— such as the numerous instances we found in which deposits into and
withdrawals from the bank accounts had not been entered on the ledger
— have been carried forward each month.

Furthermore, our count of cash on hand for each consumer revealed that
the amount of cash did not match the ledger balances for 9 of the 16
consumers at this residence.  The residence manager explained that he
does not always record cash withdrawals from consumers’ personal
accounts at the time they are made.  To explain the differences, the
residence manager recollected withdrawals that he had made, as long as
a week ago, but had not yet recorded on the ledgers.  However, he could
provide us with no documentation to substantiate many of these withdraw-
als.

Because it did not reconcile the bank balances and the amounts of cash on
hand to its own entries in the ledger, UCP did not have assurance that all
of the transactions were correct and authorized.  There is a risk that
unauthorized withdrawals could be made from the bank or from the cash
on hand without the agency’s knowledge.  Moreover, staff could overdraw
on the accounts by mistake because the ledgers indicate a higher balance
than the bank statements.  

OMRDD regulation 633.15(1) requires each agency/facility to develop and
implement appropriate policies and procedures regarding personal
allowances.  Our review at the residences operated by voluntary agencies
revealed that each had its own method of accounting for consumers’
personal allowances.  However, at two of these residences, operated by
the New York Society for the Deaf and UCP, we found that neither the
sponsoring agency nor the facility had any written procedures governing
the administration of consumers’ personal funds.  We also noted that
OMRDD did not ensure that such procedures were in place.  Since many
of the consumers, because of their mental or physical disability, are not
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Review of Accounts
by Voluntary
Agencies and
OMRDD

able to manage their own funds, it is essential that the facility staff act on
their behalf in a fiduciary capacity, following specific written procedures.

The New York Society for the Deaf’s outside accountant has established
a system for managing consumers’ personal allowances.  This system
differs from the other such systems in that it does not provide for separate
maintenance of the individual consumers’ cash; instead, the agency uses
the same petty cash fund for various purposes, including the consumers’
cash needs.  It then reimburses the fund from the appropriate consumers’
accounts.  However, the only documentation we found for this system was
a memo that described the agency’s petty cash procedures, but did not
specifically address accounting for consumers’ funds.

UCP does not promulgate any procedures; it has only notes from an
OMRDD training course to serve as guidelines.

Because they have no procedures to guide them, staff at the residences do
not know how they should handle the consumers’ funds; nor does agency
management have criteria against which they can hold staff accountable for
the money.  This lack of guidance leads to practices like the situation we
found at the UCP residence, where staff were not entering disbursements
into the ledger on a timely basis and were not reconciling bank account
balances with their own records.

OMRDD regulation 633.15(11)(xv) requires each sponsoring agency to
examine, on an annual and random basis, at least 10 percent of the
personal allowance accounts it manages.

At one of the residences operated by UCP, where we reviewed the
personal allowance accounts, we found that the agency had not conducted
any reviews of the accounts.  This lack of review allowed many errors to
occur in the accounts without being detected, including discrepancies
between bank and agency records.

The OMRDD’s Division of Quality Assurance (Division) conducts surveys
of the voluntary agencies and their residences to ensure that they are in
compliance with regulations.  However, its review focuses primarily on
the social service aspects of the operations.  In fact, although we found
serious deficiencies in UCP’s controls over the maintenance of consumers’
personal accounts, the survey found no such problems. In response to our
preliminary observations, OMRDD officials indicated that the Division,
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recognizing that it needed to conduct more effective reviews of the
personal allowance accounts, has revised its protocols to provide for a
more rigorous examination. They said that use of the more intensive new
process began on April 1, 1998.
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Recommendations

1. Monitor the voluntary agencies and State-operated facilities and
provide their staffs with training to ensure that they:

! obtain receipts, if required, for purchases made with
consumers’ personal allowance funds and identify the
items or services purchased if receipts are not required or
cannot be obtained;

! record original amounts and reasons for all changes on
the consumers’ ledger cards, showing returned funds as
a deposit rather than amending the original withdrawal
amount; and

! initial all transactions promptly and appropriately on each
consumer’s transaction record.

2. Monitor the voluntary agencies and State-operated facilities to
ensure that their staffs utilize personal allowance funds only for
authorized expenditures made on behalf of the individual
consumer, and reimburse each consumer’s personal allowance
account for funds that have been expended inappropriately.

3. Ensure that the New York Society for the Deaf allocates the
amounts in any unassigned accounts to the appropriate
consumers’ accounts.

4. Ensure that all voluntary agency staffs are trained appropriately
in reconciling account balances, and that UCP staff:

! reconcile UCP’s ledgers with the monthly bank
statements for each of its consumers’ accounts and
attempt to resolve the past differences; and

! make all entries on UCP consumers’ cash ledgers soon
after the transactions occur.

5. Ensure that all voluntary agencies establish and implement
procedures for managing consumers’ personal funds.  
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Recommendations (Continued)

6. Monitor all agencies to ensure that they periodically examine the
maintenance of consumers’ personal allowance accounts. 

7. Require the Division of Quality Assurance to make a more
thorough examination of the financial aspects of consumers’
personal accounts, including an evaluation of the revised review
process implemented on April 1, 1998.
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