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EXECUTIVE SUMMARY

On September 13, 2000, the Department of Youth and Community Development
(DYCD) entered into a three-year contract with St. Christopher-Ottilie Services (St
Christopher), to operate a group residence for runaway or homeless youths aged 16 through 21.
The group residence is in the Williamsburg section of Brooklyn. The initial term of the contract
is May 9, 2000, to April 30, 2003, with an additional three-year renewal option. For our audit
period—July 1, 2000, to June 30, 2001—St. Christopher received $654,543 from DYCD to
operate the shelter and provide such services as food, shelter, substance abuse counsdling,
education, and vocationa training.

This audit determined whether St. Christopher maintained adequate internal controls over
the receipt and expenditures of contract funds, and spent al contract funds on program-related
expenses. We verified whether all revenue received from DY CD was properly recorded on St.
Christopher’s books and records. We reviewed payroll and personnel records, original invoices,
payment vouchers, canceled checks, and supporting documentation to determine whether St.
Christopher charged only program-related expenses to the DY CD contract.

S. Christopher generally adhered to the provisions of its agreement with DY CD and had an
adequate system of internal controls over the recording and reporting of its revenues and expenses.
All revenue received from DY CD was properly recorded on St. Christopher’s books and records
and deposited in St. Christopher’s bank account. All expenses were reasonable and appropriate, and
were adequately documented.

However, St. Christopher did not aways follow DY CD guidelines when processing petty
cash disbursements. In addition, St. Christopher could not account for a digitd camera and a
vacuum cleaner purchased with contract funds. It would cost St. Christopher $554 to replace these
items.

This report recommends that St. Christopher make sure that al petty cash payments are
processed in accordance with DY CD’s Fisca Manua, and that all equipment purchased is properly
safeguarded and accounted for. This report dso recommends that DYCD make sure that St
Christopher implements the audit recommendations.



The matters covered in this report were discussed with St. Christopher and DY CD officias
during and at the conclusion of thisaudit. A preliminary draft report was sent to St. Christopher and
DYCD officidson May 1, 2002, and discussed at an exit conference on May 22, 2002. On May 29,
2002, we submitted a draft report to St. Christopher and DYCD officials with a request for
comments. In their responses, St. Christopher and DYCD agreed to implement the report’s
recommendations. However, St. Christopher did not believe that the digital camera the report
cited as missing was, in fact, missing. Nevertheless, St. Christopher acknowledged that any
equipment purchased with program funds is the property of DYCD and must be properly
safeguarded. The full texts of the responses received from St. Christopher and DY CD are included
as addenda to this report.

INTRODUCTION

Backaground

On September 13, 2000, the Department of Y outh and Community Development (DY CD)
entered into athree-year contract with St. Christopher-Ottilie Services (St. Christopher), to operate a
group residence for runaway or homeless youths aged 16 through 21. The group residence is in the
Williamsburg section of Brooklyn. The initial term of the contract is May 9, 2000, to April 30,
2003, with an additional three-year renewal option. For our audit period—July 1, 2000, to June 30,
2001—St. Christopher received $654,543 from DY CD to operate the shelter and provide services
such as, food, shelter, substance abuse counsdling, education, and vocational training.

Objectives
The objectives of this audit were to determine whether St. Christopher:

Maintained adequate interna controls over the receipt and expenditures of contract funds;
and,

Spent all contract funds on program-related expenses.

Scope and M ethodology

The audit covered the period July 1, 2000, to June 30, 2001. We reviewed the agreement
between DYCD and St. Christopher, applicable Procurement Policy Board rules, and the DY CD
Fiscal Manual. We interviewed St. Christopher’s Financial Director, Contract Manager, and
Program Director. We documented these interviews in memoranda, and completed an internal
control review to document our understanding of St. Christopher’s interna controls over the
recording and reporting of revenue and expenses.

We verified whether al revenue received from DYCD was properly recorded on St.
Christopher’s books and records and deposited in St. Christopher’s bank account. We aso



confirmed whether the amounts reported on the “Program Expenses Report Summary” matched
the amounts that St. Christopher received from DY CD.?

To determine whether St. Christopher charged only shelter expenses to the DYCD
contract, we reviewed documentation (i.e., invoices and canceled checks) for sampled expenses
reported on St Christopher’s “Program Expenses Report Summary” for the audit period. Our
sampled expenses, totaling $135,771, represented approximately 21 percent of St. Christopher’s
reported expenses for the audit period. We analyzed and reviewed the original invoices,
payment vouchers, canceled checks, and supporting documentation for each transaction, noting
the description of the item purchased or services rendered, checking for proper approvals and
mathematical accuracy, and determining whether expenses were recorded to the correct period.
We aso performed a physical inventory check of 51 equipment items purchased during our audit
period.

We verified whether salaries paid were properly alocated to the DYCD contract and
were within prescribed budgets. We aso reviewed timekeeping records for al employees
assigned to the DYCD contract, and verified whether St. Christopher employees were cleared
through the New Y ork State Central Register, as required by § 424-a of the Socia Services Law.

Finaly, we conducted an unannounced visit to the shelter on March 28, 2002, and
verified whether the kitchen, restrooms, dormitories, and other areas of the facility were clean.
We also reviewed building inspection records to determine whether the shelter provided safe and
sanitary conditions for its residents.

This audit was conducted in accordance with Generally Accepted Government Auditing
Standards (GAGAS) and included tests of the records and other auditing procedures considered
necessary. This audit was performed in accordance with the City Comptroller's audit
responsibilities as set forth in Chapter 5, § 93, of the New Y ork City Charter.

! The “Program Expense Report Summary” contains expenses incurred for the operation of the shelter and
isthe basis for the monthly billingto DY CD.
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Discussion of Audit Results

The matters covered in this report were discussed with St. Christopher and DY CD officias
during and at the conclusion of thisaudit. A preliminary draft report was sent to St. Christopher and
DYCD officidson May 1, 2002, and discussed at an exit conference on May 22, 2002. On May 29,
2002, we submitted a draft report to St. Christopher and DYCD officials with a request for
comments. On June 12, 2002, we received written responses from St. Christopher and DYCD in
which they agreed to implement the report’s recommendations. However, St. Christopher did
not believe that the digital camera the report cited as missing was, in fact, missing. Nevertheless,
St. Christopher acknowledged that any equipment purchased with program funds is the property
of DY CD and must be properly safeguarded.

The full texts of the responses received from St. Christopher and DYCD are included as
addenda to this report.
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FINDINGSAND RECOMMENDATIONS
St. Christopher generally adhered to the provisions of its agreement with DY CD and had an

adequate system of internal controls over the recording and reporting of its revenues and expenses.
Specifically, St Christopher:

Properly recorded and deposited al revenues received from DY CD;

Properly recorded all expenses charged to the DY CD contract;

Ensured that expenses charged were in accordance with the DY CD-approved budget;

Provided adequate supporting documentation for most expenses;

Maintained adequate timekeeping records for its employees;

Properly alocated employee salaries to the DY CD contract;

Ensured that employees were cleared through the New York State Central Register,
as required by the Socia Services Law.

Maintained the facility in a safe and sanitary manner.
However, St. Christopher did not aways follow DY CD’s guidelines when processing petty
cash disbursements. In addition, St. Christopher could not account for two pieces of equipment

purchased with contract funds. These issues are discussed in the following sections of this report.

OQuestionable Petty Cash Payments

St. Christopher did not aways follow DYCD procedures when processing petty cash
disbursements. Specificaly:

68 petty cash payments totaling $1,108 were made without supporting documentation.
According to DYCD’s Fiscal Manua, “Each voucher must be supported with a receipt
or invoice which shows the date of purchase, item purchased and the cost.”

Two petty cash payments totaling $353.19 exceeded the $100 limitation per purchase in
DYCD’sFiscal Manudl.

23 petty cash payments totaling $255.30 were made to program participants without the
required approva of St. Christopher officias.

One petty cash payment was processed twice, resulting in a $60 duplicate payment.



Missing Equipment

St. Christopher charged equipment purchases totaling $13,507 to the DY CD contract during
the audit period. During our physical inventory of the 51 individual items purchased, we were
unable to locate two items: a digital camera, and a vacuum cleaner. It would cost St. Christopher
$554 to replace these items.

Recommendations

St Christopher should:

1. Ensure that al petty cash payments are processed in accordance with DY CD’s Fiscal
Manudl.

St. Christopher Response: “St. Christopher-Ottilie is closely monitoring that
Petty Cash and other Expenses incurred for DYCD funded programs are in
compliance with DY CD Policies and Regulations.”

2. Ensurethat all equipment purchased is properly safeguarded and accounted for.

St. Christopher Response: “SCO [St. Christopher-Ottilie] is aware that any
equipment purchased with DYCD funds is property of DYCD and that the
equipment must be properly safeguarded.”

DYCD should:
3. Ensurethat St. Christopher implements the audit recommendations.

DYCD’sResponse: “DYCD has followed up with St. Christopher-Ottilie to
ensure that they implement the recommendations outlined in this audit.”
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JEANNE B. MULLGRAY
Commissioner

June 12, 200

Roger D. Liwer, Assistant Comptroller for Audits
Office of the NYC Comptroller

1 Centre Street, Room 1100 North

New Yorl, NJY. 18067-2341

Dear Mr. Liwer:

- On Wednesday, May 29, 2002, DYCD recerved the Draft Acdit Report on St
Christopher€xtilie’s Contract with the Department of Youth and Community
Development,

Ini this Dralt Report, the Compuroller’s Office found that “St. Christopher generally
adhered 1o the provisions of its agreement with DYCD and had an adequate systern of
internal controls over the recording and reporting of its revenues and expenses.”
However, the Comprroiler’s Office found that St Christopher did not always follow
DYCD precedures when processing petty cash expenditures and when controlling
ECUIPMENT INVENLoTy,

IDYCD has followed up with 5t Christopher Ottilie w ensure that they implement
the recommendations outhned in this audit, To follow are the responses 10 each of the
recommendations:

Recommendation One: St Chriswopher should ensure that all petty cash payments are
P petts P&
processed in accordance with DYCD’s Fiscal Manual.

¥ HResponse: St Christopher indicated to DYCD that “Any Perry Cash expense
submitted to our Finance Department for reimbursement without the proper back-
up receipt and the proper level of authorization is rejected and sent back to the
program without payment. Any individual purchase using Perey Cash funds in
excess of $100 is also disallowed.”

Recommendation Two: St. Christopher should ensure that all equipment purchased is
property safeguarded and accounted for.
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Response: St. Christopher indicated t5 DYCD that “[Théy have] implemented the
policy of requesting the Program site to notity the Fiscal Department in writing of
any damaged equipment before it is discarded. In addition, Si. Christopher-Otrilie
s reinforcing its equipment safeguarding policies.”  Specifically. St. Christopher
indicated that one item, a vacuum cleaner, was broken and therefore discarded; St
Christopher indicated that the digital camera was part of an imaging machine,
which is reflected on the inventory listing; the camera that is part of that machine
was upgraded from « Polaroid 1o 2 Sony Digital Camera. YD has norified St
Christopher-Ouilie that they must discuss with DYCD che disposition of

equipment purchased with Civy of New York furnds.

DYCD will continue to monitor St. Christopher-Ourilie, with spectal attention to

ensure compliance with the corrective actions outlined herein,

Please feel free to contact me directly or the Direcior of Internal Review, Maggie

Slante at (212) 676-8216, if you have any questions or concerns,

Sincerely,

Jeanne B. Mullgral/
Commissioner

Arrachment

A

Michele F Berman, Ligputy Commissioner for Administration
Lisette Nieves, Chief of Staff

Jerry Schiffman, Assistant Commissioner for Contract Agency Finance & Audir
Joseph Kavac, Contract 4 gency Audit

Maggie Slane, Divector, Frternal Review

Robert MeMahon, CEO, 500, St Christopher- Ottilie

Dewey Howard, CFO, SCO, St. Christopher-Creilie

Douglas O'Dell, AED, SCO, 8, Christopher- Ottilic

Meldre Lopez, Contracts Manager, St. Christopher-Ourilie
Amparo Robayo, Director of Fnance, SCO, v, Christopher-Oitilie
Sharon Yorkes, Program Dir, SCO, St. Christopher-Ottilie
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June 12, 2002

Mr. Joseph Kovao

Director Ageney Audit

WYC Dept of Youth and Community
Development )

156 Williams Street, 4™ Fl

MNew York NY 10038

Be: DYLD Code 6977

Drear My, Kovac:

A5 per our telephane conversation of today, Eﬁl‘easc note that 5.
Christopher-Ottilie is impleraenting the following Corrective Plan of Actiom:

Patty Cash.

- Any Petty Cash expense submitied to our Finance Depr for relmnbursement
without the proper back-up recelpt and the proper level of suthorizadon is
rejected and sent back to the presram withon! payment.

- Anyindividual purchase using Petty Cash funds in sxoess of $1005s alse
disaliowed.

Fouipment:

«  The Finance Dept kad sent g form to the program to notify of any damaged
equipment before is disposition.

« Bt Christopher-Otiilie's staff 15 now aware thai we must notify DYCD
Program and Fiscal Dept the disposition of any eguipment purchaged with
DYCD funds.

- The digital cavnera is a part of the Imaging Machine In oorinveniory listing,
we sepounted for the Imaging Machine and not forthie individual components.
It seerns that when the equipment was ingtalled, the brand name of the digial
carnera was not verified. The program Direcior had made efforts to get s
written statement from the salesman. This as of today has not been possible.
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51, Chrdstopher-Orilie is closely monitoring that Petty Cash and other
Expenses incurred for DYCD funded programs are in compliance with DYCD Policies
and Regulations. :

In addition, please note that 8OO is eware thet any equipment purchased with
DYCD funds is property of DYCDY and that the equipment muet be properly safeguarded.

... 3hould you have eny questions, please do not hesitate t'comact me 8t (718) §95-
2333, extension 343,

Sincersiy,

o
ish
Merdrs Logen

Contracts Dept Manager  —

[t
Robert Mehzhon, CEQ, 5CC
Bewey Howard, CFQ, $CO
Donglas O°Dell, AED, 8CO
Asmparo Robayo. Dir of Finance, 3CO
Sharon Yorkss, Prog Dir, 8CO
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