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Questions raised about $10M
in Medicaid funds

~Audit finds UCP

management faulty

By ANEMONA HARTOCOLLIS

United Cerebral Palsy Associ-
ations of New York State, a
charitable agency serving the
mentally retarded, shows a pat-
tern of “internal management
problems” that raise questions
about its use of at least $10 mil-
lion in Medicaid funds during
1979 and 1980, an audit has found.

The audit, released yesterday
by state officials, also concluded
that United Cerebral Palsy
billed New York State for
$112,296 in clothing purchases
that could not be documented,
while maintaining a boutique at
a Staten Island institution.

The agency, which spends

_about $31 million annually, is the
largest private operator of insti-
tutions and group homes under
contract to the state.

A private auditing firm, re-
tained by the state Office of
Mental Retardation and Deve.-
lopmental Disabilities, reviewed
two of its institutions, the Karl
D. Warner Center in Willow-
brook and the Nina Eaton Center
in Ocean Breeze. The facilities
house about 500 patients.

The investigation was ham-
pered by ‘‘missing pages’ from
financial ledgers and “invoices
filed in the wrong accounting
period,”’ according to the audi-
tor, Deloitte, Haskins & Sells.

Nonetheless, the report critic-
ized ‘‘substantial pilferage” at
the Warner Center, the agency’s
competitive bidding practices,
its lease of a New Jersey ware-
house and discrepancies in docu-

ments recording the personal
funds of mentally retarded pa-
tients, including deceased pa-
tients, _

“That’s the kind of thing that
reflects an internal management
problem,”” said Paul Puccio,
deputy director of the division of
program planning and policy
analysis in the Office of Mental
Retardation. “UCP is a very hig
operation that has grown rapidly
over the years, and it has been
very tough on them and tough on
us.”’

The audit of United Cerebral
Palsy’s business practices, paid
for by a $12,850 state contract,
stemmed from a series of arti-
cles published in the Advance
last June. The Medicaid review,
supported by a $19,000 state allo-
cation, was a routine procedure
mandated by federal regula-
tions. :

“We understand that you
asked us to perform these proce-
dures in response to certain alle-
gations made by the news media
concerning operational deficien-

cies existing at the Centers,”
Deloitte, Haskins & Sells wrote
in its report.

Puccio said Robert Schonhorn,
executive director of United Ce-
rebral Palsy, has indicated he
will appeal the auditor’s judge-
ment that he has received over-
payments from the state of Me-
dicaid and clothing funds.

One of the Advance articles,
based on interviews with United
Cerebral Palsy employees and



access to accounting ledgers, re-
ported allegations that patients
. had been billed 25 to 74 percent
more than retail prices by a
clothing boutique the agency
.. runs at the Nina Eaton Center.
The audit,” while neither con-
firming nor denying excessive
. prices at the boutique, ques-
‘tioned its inventory and pur-
chase sheets, recommending:
“A more critical and attentive
review of the records by UCP’s
accounting staff is required to
mmgate this poor control situa-
tion.”

Noting that a single employee
performs all of the boutique’s
business functions, the: report
said: ‘“The markup on residents’
purchases is also calculated by
this same individual, and no sup-
porting documentation or work-
papers are regularly main-
tained.”

“To maintain adequate inter-
nal control,” the report advised,

dutics at the boutique ‘‘should be
scgregated between different in-
dividuals.”

The audit listed a random se-

, lection of discrepancies in finan-
cial records, as follows:

([ Clothing purchases of one
.-patient were charged to the per-
'sonal funds of another patient,

€ No limit was imposed on the
amount of -apparel purchased
during a given period. In a single
_'month, for example, one patient
was billed $1,300 while another
was billed $800.

{| Because large quantities of
clothing have been charged to
patient funds (also tapped for a
variety of individual needs such

* as recreatmn and therapeutic
" equipment), “‘many funds cur-
- rently have negative balances.”

(A total of $914 in clothing
purchases was charged twice to
the funds of ‘“‘certain” patients
on Sept. 18, 1981.

¢ So-called personal inventory
cards listing the wardrobe of
each patient ‘‘did not agree with

' purchases charged to the resl
dents’ personal funds.”

The auditors concluded: “UCP

~management has stated that

wihesgitems were isolated errors.

“ Corrections, however, were not .

made during the period re-

viewed, although the transac-

tions were in certain cases over
a year old.”

The report found that United
Cerebral Palsy collected, and
possibly spent, a large portion of
an $11-million Medicaid request
for services it did not provide
between September 1978 and
September 1980. .

These costs actually were in-
curred by the state, the audit
said. The state-run Staten Island
Developmental Center and the
Karl D. Warner Center, located
on the same campus, share some
buildings and consequently ren:
tal, security, utility, administra-
tive and staff costs. Excluding
the funds intended for the state,
the Warner Center Medicaid
budget was $18.8 million in 1979
and $20 million in 1980, accord—
ing to the audit.

Puccio said the agency con-

tended it had kept the misdirect- -

ed reimbursement because its
own Medicald rate was inade-
quate. But he said state offlcials
have not determined whether
United Cerebral Palsy si)ent the
funds or deposited them

“In theory, there is the possi-
bility of interest,”” he said.
reality, I don’t think there is any
surplus of funds at this facility.”
Puccio added that, because of
bureaucratic delay in the Medi-
caid program, United Cerebral
Palsy had collected only about

$10.2 million of the questlonable.

funds.

Federal and state Medicaid
regulations, Puccio said, ‘“‘are
designed in such a way that we
minimize any opportunity a pro-
vider might have to make a prof-
it, so to speak, by investing, col-
lecting interest and having the
cash sitting around in their pock-
ets.” ,

Deloitte, Haskins & Sells con-
cluded that United Cerebral
Palsy had not acted improperly
in awarding a Medicaid-funded
contract for security guards,
worth $260,000 annually, to a
company owned by a member of

nanin-
_terest-earning bank account.

“In.,

.the agency’s board of directors.

The auditors absolved the-
agency of conflict of interest be-
cause it paid rates comparable
to those paid by other clients of
the company, L&M Security Ser-
vices Inc.. of Jericho, Long Is-
land.

The auditors did not, however,
consider allegations of United
Cerebral Palsy. employees that
L&M was reimbursed for admin-
istrative services it did not pro-
vide. The company is owned by
J. Kevin Meneilley, the vice
president for finance of the Unit-.
ed Cerebral Palsy board of
directors.

Without going into detail, the
report also made the following
observations - and recommenda-
tions:

 Evidence of competitive bid-
ding is not maintained for the
agency’s institutional food ser-
vice and ‘‘most other major ser-
vice contracts.” The subcontract
with L&M, entailing a relatively
small amount of money, was the
only .one for which t 0 agency
produced bidding records.

United Cerebral Palsy

‘*should enter into a formal lease
agreement relating to its ware-
house operations.” The 9,000

. square-foot warehouse in New-

ark is owned by Maxwell
Ehrlich, a wholesale furniture
broker who donated pieces to the
agency’s Manhattan head-
quarters.

{Warner Center files lacked
forms, required by the state, in-
dlcatmg that parents or guard-
ians had consented to the place
of residence or medical treat-
ment of patients. The files also
failed to document whether ef-
forts were made, as United Ce-
rebral Palsy asserted, to locate
the parents or guardians of more
than 100 patients.

{The Warner Center was
plagued by a ‘‘substantial
amount of pilferage’’ of supplies
such as laundry, linen and toi-
letry items.

{The agency apparently has
failed to formulate or abide by a
policy regardlnf the "dlsposmon
of deceased residents’ funds.”
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