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 and purchase” prices for'

B kefit
0, down RayrgEntsyeg’the
® Although. both HEA and M&G.
claim to operate at “"arms length,”

HEA’s. $25,000-a-year housing coor- -

dinator, Vincent Naro, is the father!
in-law of Gehm, one of the partners in
the real estate firm. Naro also owned
one of the homes purchased for use in
the program. At least three other rel-
atives of those involved with HEA or

M&G were hired and paid by HEA on

a part-time basis.

® House and office ledgers of the
HEA operation were sc incomplete
auditors found them useless.

® None of the 25 clients in the pro-
gram at the time of the June audit
met the Medicaid eligibility criteria
for the level of care each was getting.

@ State auditors found inadequate
daily treatment plans for most of the
retarded residents in the program.

“The state, either through igno-

rance or criminality, has spent a
large amount of money resulting in
windfall profits for some people with-
out ever really monitoring it,” said
Flanagan, a member of the Assembly *
Ways and Means Committee, = ~~~°
. The first year of the program was’
funded with state start-up funds of !
$200,000 ‘and state operating funds of !
$486,000. In addition, clients in the
program are eligible for federal funds
through Social Security and Medic-
aid. Federal payments for the 48 cli-
ents in the program, would amount to
$408,000 in a year’s time. - :

‘To a large degree, the home pur-

chases were pyramided by M&G,
which ‘used the first ‘monfh’s rent
from one house plus a 3-month securi-
ty deposit paid by the state for place-
ment in an escrow account to finance
the purchase of the next home.

. Flanagan began to investigate the
HEA program because of complaints
by residents of Cook Street in Hun-
tington Station, where one of the
homes is located.Residents said that
they had not been informed the home
was being set up and that the home's
residents were walking the streets
without proper supervision.

_ Flanagan reports that, at one pub-
lic meeting called to discuss Cook
Street, Bouklas was asked how much
rent was being paid for the home and
Bouklas claimed he didn’t know, even
though he had signed all the leases.
“When 1 asked them later why they
didn’t supply the rental figure,”
Flanagan said Bouklas answered,
““They would have killed me.’”

The rents were calculated by the
state’s Facilities Development Corpo-
ration, (FDC), which. evaluates rental

d-pure} “ofher state
agencies, " .- e
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$216,348 yearly, ,.ren.?i

to"recoyer the moneyy Maracina-and
‘Gehmi_said ‘they ‘set i}g‘heb ¢ t
with 'borrowedl money.'ifhey estinate
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est,” taxés, insuramce, depreciation;
cost of structural repairs, and a 14 per
cent return on M&G investment.
Haggerty said banks and other inves-
tors consider doing business with the
state a “high risk” and do not get in- |
volved.

According to the audit, the FDC
calculated the rents based on infor- |
mation provided by HEA. The audit
reportedthat a “a down payment of 25
per cent was made and a 5-year mort-
gage on the remaining 75 per cent of
the purchase price was acquired at an
annual rate of 12 per cent.” 7

Haggerty, however, said that the
audit information was not correct and
that the rents and terms were only
hypothetical because the houses at
the time of the audit had not yet been
purchased. Haggerty said that the
FDC is now in the process of recalcu-

b

lating the @xatg based pn.attual mirt=

%agé terBlB : tive*fi 'he! igsued
y OMRDD indicate that the current
< ) tl}%%?theghpﬁles .
will be decreased’ts $182,844 a yéar, ]
Past overpayments to M& “will be
deducted from future rental pay-
ments, according to Cora Hoffman, '
OMRDD’s director of community rela-
tions. ; |

The houses are leased to HEA by |
M&G for five years with an option to |
renew for a second five years. The
leases can be cancelled with 30 days
notice. :

Gehm and Maracina agreed that
the rents their firm is charging do not
reflect rents usually charged for
houses in the area.

“If you look at the $1,800 rent, it
looks like we're getting rich,” Gehm
said. “It’s a high risk business . . .
My motive was not monetary gain;
my motive was to get the program
started.”

He said that he and Maracina
bought.-the homes with the under-
standing that the state, through its
rents, would pay them off in five to
eight years.

Gehm told Newsday that he and
Maracina used the $54,000 security
deposit to buy homes because their
lease with HEA stated that the mon-
ey represented the last three months’
rent rather than a security deposit
and that they believed they could use
it as they pleased. When the state
threatened to terminate the contract
with HEA and start criminal action

Bl

y?qci'g 2 o Tf\ i+

Maracina explained how they
bought the houses: “When we closed
on one home, we would take the first
month rent and the last three months’
rent and use it to buy the next house.
We kept turning-them over' that'
way.” Tentative figures supplied by
she state show total purchase-prices.
-on the houses of $631,000, with M&G
-having - about - $168,00Q invested at
this point through the pyramiding

process.

During one interview, Gehm said
that there was an “arms- length” re-
lationship between HEA and M&G,
but, subsequently, he admitted that
Naro, HEA’s housing coordinator,
was his father-in-law and that M&G
bought a new house for the HEA pro-
gram built by Naro in Ronkonkoma.

“The state had us up against the
wall,” Gehm said in explaining why
theyhad bought the house of his fa-
ther-in-law. “The people in Albany
were under a mandate to place these
kids or, go.to jail ...~ The state kept

?ﬁ%ﬁ ;ﬁg}g’cg)g;él ng

‘ening to cancel’s ¢‘”

axr’ L3

refused to talk {g g |
« Several qthér Felatives, inch ding|
“Maracina’s son, Richard, Naro’s son,.

Sal, and a man named Arthur Bouk-
las, were hired to perform various
jobs for HEA, including trucking,
landscaping, and setting up furniture.
According to HEA records, Richard
Maracina got about $1,800 for mow-
ing lawns and landscaping and for a
trucking job. Sal Naro received $231
and someone named Arthur Bouklas,
was paid $195.

When told of Gehm and Naro’s re-
lationships and other Newsday find-
ings , OMRDD Commissioner James
Introne said, “These things are highly
irregular and need some special scru-
tiny.”

The state budget process makes it
difficult for the state to buy homes.
Tom Coughlin, who was commission-
er of OMRDD at the time the pro-
gram was approved and now is
commissioner of corrections, ex-
pressed frustration with the red tape.

“In 1975-76, I was given $12 mil-
lion to open community residences,”

..Coughlin told a reporter. “When I left
“last year, I gave $10 million back.
The state prosedures to spend money
were not compatible with the timeta:
ble set by the [Willowbrook]. decreg;’
Coughlin said. Normally, homes-{Or
the retarded are purchased directly
by the state or by non-profit agencies
who then lease them back to the
te. But Coughlin said many non-
profit agencies are not willing to han-
dle the severely retarded in “their
" pfograms, oo BRSO o L
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House at 15 Tern Ct.,,
East Islip.

Comparing Rentals

Purchase Monthly Rental ~ Average Rental

Address Price to State in Area
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2 Sheryl Crescent, 57,500 1,671 . 500-600
Smithtown

748 Terry Rd., 65,000 1,773 375-525
Hauppauge

38 Cornelia Lane, . 57,000 1,611 375-525
Lake Grove :

39 Lakeside Dr., 40,000 - . 1,237 400-525
Lake Grove 3 : '

54 Sequoia Dr., /36,000 - 1,195 350-450
Coram

15 Tern Ct., 62,000 1,740 325-450
East Islip B

442 Randall Rd.., 47,000 1,425 325-375
Ridge :

4 Media Lane, 48,500 1,419 450-600
Stony Brook ‘

281 Cook Street, - 61,000 1,696 400-600
Huntington Station .

6 Hemlock, 43,000 1,232 350-400
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. In addition to the missing $54,000
escrow account discovered in the June.
A’s book, auditors also.

review of
discovered other glaring problems.

The audit said that HEA had ap-
parently used no “objective, standard-
ized means” to select the 25 retarded
persons then in the program, and,
consequently, there was no evidence
that the individuals were eligible un-
der the federal Medicaid program for
the high level of personal care they
were getting. The Medicaid pay-
ments, $540 a month per client, are
paid for the purpose of serving the
special needsof some profoundly re-
tarded individuals. Program auditor
Thomas Articola told Newsday, “We
had no way of assessing whether they
were eligible because the proper test-
ing had not been done.”

"The- auditors also found that- HEA. -

had issued five blank checks to, the
§§ ' %E!‘elesca Company of|@ab-
> ﬂ i supplied about $5(§000
worth_of furnishings for the housgs—
‘& procedure that auditor Neal Isaacs
“ealled” "higlhiy wnusual.” The. apdit
@lso said that HEA could produce no
evidence that three bids had been so-
licited for the merchandise purchased
from Telesca, as required by the state,
but auditors were told by HEA offi-
cials that the bids existed. Telesca
told Newday he did not bid.

The auditors also criticized HEA’s
telephone bills that averaged more
than $1,000 a month and said, “The
agency should take steps to reduce its
long distance calls immediately.” The
auditors added that the $10,200 in
HEA’S annual budget for telephones
“is excessive for a locally operated

program.” HEA told the auditors that -

the ‘calls were made to Albany to try
to acquire money for the program.

Finally, the auditors reported that,
when they arrived at HEA’s head-
quarters in Smithtown on June 5 as
theyhad previously informed HEA
they would do, the books were not
available and did not become avail-
able until June 7. The auditors re-
ported that they were told by HEA
that the accountant had the records
and was out of town. “I've been doing
professional audits for seven years
and never came in when books were
not available,® Isaacs told Newsday.
A re-audit by the state is. sched@iled
for mid-January. — "7 .l

Bouklas and Goldberg left abruptly
_during an interview with Newsday,
before many questions were asked,
and refused to talk with reporters
again. Christine Carpenter, president
of the five-member board of HEA,

also refused to discuss the program |

with Newsday.
Bouklas and Goldberg then told

OMRDD that they would respond to

questions in writing if they were sub-
mitted by Newsday through OMRDD.
Newsday declined.

“In any new program you have doc-
umentation problems,” said Cora
Hoffman, OMRDD’s Director of Com-
munity Relations in discussing the
audit report. “Those kids who used to
be living at Willowbrook are a hell of
a lot better in this program. The pro-
gram does not meet the standards we
wish it would, and we have given the
agency a 90-day period to correct defi-

ciencles,y in the audit.” .
Therpudit, répi contains no. men-

} tion of | d meetings, which
accordi ; :eigg:vere held af
Bhe Watermill Restaurant. Bills total-

“ing more than $750 for dinner meet-
ings at the Watermill during these
alleged board meetings were paid
with state funds. When a representa-
tive from Flanagan’s office asked to

see copies of minutes from the meet--

ings, Goldberg was unable to find
any. Such use of state funds is “total-
ly inappropriate,” said Hoffman.

The audit report also did not note
other costs that Flanagan finds ques-
tionable. For example, Harold Light-
stone, a BOCEs teacher, said that h_e
was paid $3,400 to transport furni-
ture for three of the houses from a
state warehouse in Albany to Long Is-
land. HEA’s budget also allowed
$2,034 a year for each resident’s food,
while the Long Island regional office
allowed $1,350 year for residents of
other community homes.

Introne said that the state’s 1-year
contract with HEA expires Jan. 31
and that a decision will be made
whether to renew the program “after
the results of a re-audit are in.” HEA
submitted a plan to the state to cor-
rect the problems found in the audit.
The re-audit is scheduled for mid-Jan-
uary, Introne said. Hoffman said that
other agencies could take over the
‘ i if the résults of the audit are
unsatistactory.



