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Background 
Nassau Health Care Corporation (“NHCC”) is a public benefit corporation created in 
1997 by an act of the New York State Legislature for the purpose of acquiring and 
operating the health facilities of Nassau County (“County”)1. Effective September 29, 
1999, an agreement (“Acquisition Agreement”) was executed whereby NHCC acquired 
the following: 

• Nassau University Medical Center (“NUMC”),  

• A. Holly Patterson Extended Care Facility (“AHP”),  

• Faculty Practice Plan (“FPP”),  

• Nassau Health Care Foundation, Inc. (“Foundation”) and,  

• Health Centers located in:  

o Elmont;  

o Freeport-Roosevelt;  

o Inwood-Lawrence;  

o Long Beach;  

o Hempstead;  

o New Cassel-Westbury; and 

o Roosevelt School-Based Programs.  

The acquisition was funded through the issuance of NHCC bonds, which are insured and 
guaranteed by the County. Consequently, any default by NHCC of its debt servicing will 
likely result in the County having to assume the obligation to the debt holders.  

Effective November 2007, NHCC and the County executed a successor agreement 
(“Successor Agreement”)  to clarify the services provided by NHCC to the County and 
establish the mechanism for payments to NHCC by the County. The Successor 
Agreement also provides NHCC with capital funding and is in effect until 2029.  

NHCC is considered a component unit of the County and is included as a discreetly 
presented component unit in the general-purpose financial statements of the County 
(“CAFR”)2. The Board of Directors of NHCC consists of fifteen voting and three non-
voting directors. Of the 15 voting directors, eight are appointed by the New York State 
Governor, four by the County Legislature, and three by the County Executive. The 
County Executive appoints one of the voting directors as Chairman of the Board.   

The non-voting directors are the Chief Executive Officer of NHCC, one individual 
appointed by the County Executive, and one individual appointed by the County 
Legislature.  

Total transactions with the County in 2009 and 2008 amounted to $105.8 million and 
$99.9 million, respectively, as shown in the following chart:  
                                                 
1 New York State Public Authorities Law, Article 10-c,Title 2,  
2 Comprehensive Annual Financial Report 
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(In thousands)3 
2009 2008

Revenue earned from the County:
Patient care 7,283$              6,902$         
Space charges 1,851                1,788           
Non-patient care 24,427              24,101         
Health insurance for retiree charges 7,492                7,170           
Intergovernmental transfer- County 22,410              -                   
Grants for capital asset acquisitions-IGT 33,745              37,888         
Subsidy for historical mission services -                        13,000         
Article VI health center subsidies 5,000              5,000           

102,208$          95,849$       
County pass-through transactions:

Amounts paid on behalf of the County 2,693$              3,246$         
State aid and other amounts collected by the County 870                 849              
Total transactions with the County 105,771$         99,944$        
 

Revenue earned from the County for patient care is earned for services provided to 
various County departments and agencies, including, the Correctional Center, the Health 
Department, the Juvenile Detention Center, Mental Health, and the Police Department.  
Space charges are for the rental of space to County Departments, such as, the Medical 
Examiner, and Drug and Alcohol. Non-patient care is for the operation of the infirmary at 
the Correctional Center, and nursing services provided for Social Services. Health 
insurance for retiree charges represents the County’s share of retirees’ health insurance 
premiums for those retirees who provided service before the creation of the public benefit 
corporation. Intergovernmental transfer is a locally sponsored funding mechanism to 
assist certain public benefit hospitals in fulfilling their mission of providing health care 
services to Medicaid and the uninsured population. A portion of this funding is restricted 
to capital asset acquisitions and is funded by the Tobacco Master Settlement Agreement 
of 1998.  The Article VI health center subsidies are subsidies given to NHCC as part of 
the agreement to provide medical services such as HIV screening and Tuberculosis 
testing; most of this subsidy is reimbursed to the County by New York State. 

Since the execution of the Acquisition Agreement in September 1999, NHCC’s inpatient 
accounts receivable aging as of 12/31/2009 listed $3,201,832 of unbilled accounts greater 
than 90 days. The outpatient accounts receivable aging as of 12/31/2009 listed 
$3,366,313 of unbilled accounts more than 90 days.  

 

 

                                                 
3 Source: Notes to Consolidated Financial Statements, NHCC, years ended 12/31/09 and 12/31/08, p.30. 
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Audit Scope, Objectives, and Methodology 

 
The objective of our audit was to examine the adequacy and effectiveness of the internal 
controls surrounding patient accounts receivable, to review the allowance for doubtful 
accounts, to evaluate hospital performance against key benchmark indicators, to review 
procurement policies, and to review internal controls related to employee overtime.  

We also reviewed for compliance with the Acquisition Agreement as it related to 
severance payments to employees. Finally, we reviewed fleet management policies. 

The period audited was the year 2009 through June 30, 2010. 

The audit was planned and performed to obtain reasonable assurance that the audit 
information is free of material misstatements. An audit includes examining documents 
and other available evidence that would substantiate the accuracy of the information 
tested, including all relevant records and contracts. It includes testing for compliance with 
applicable laws and regulations, and any other auditing procedures necessary to complete 
the examination. We believe that this audit provides a reasonable basis for the audit 
findings and recommendations. 

 

Summary of Significant Findings 

 

NHCC’s Aging of its Accounts Receivable as of 12/31/2009, showed  Unbilled 
Patient Services and Lost Gross Charges of $3.5 million to $6.5 million, Resulting 
from Pre-billing Errors and Missing Patient Registration Information   
NHCC’s aging of the accounts receivable dated 12/31/2009 included total unbilled 
inpatient and outpatient gross charges of $6,568,145. These charges represent accounts 
receivable that have not been billed to insurance providers or patients due to pre-billing 
errors and missing patient registration information. 

The failure to correct the patient information in a timely manner results in failure to issue 
the invoices and the unrecoverable charges.  On 12/31/2009 from the Aged Receivables, 
we found $3.5 million and possibly as high as $6.5 million in unrecoverable gross 
charges. This outcome highlights the serious failure to properly supervise and correct in a 
timely manner pre-billing errors. 

Inpatient Pre-Billing Errors Resulted in the Loss of Gross Charges Amounting to at least 
$2.5 million By the End of 2009. 

Our review of six months of inpatient pre-billing reports identified 108 inpatient stays 
with gross charges totaling $1,493,583, which had billing errors that were not corrected 
in a timely manner, and as a result, remained in an unbilled status. 

The objective of our review was to determine if the reports generated by management to 
address pre-billing errors were being used effectively and efficiently, and whether errors 
were being corrected in a timely manner, which we defined as within three months of the 
report date.  
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We then looked at the Aged Receivables to determine the total lost revenues from 
unrecoverable billings. We assumed that unbilled receivables of 90 or more days on the 
Aged Receivables would not be reimbursed by insurance as untimely billing. The total 
estimated amount of unrecoverable billing on 12/31/2009 was found as $2,551,294. This 
amount excludes Medicaid and Medicare accounts under two years, and “self pay” 
accounts which remained more than 90 days unbilled and which may or may not still be 
recovered. 
 
Outpatient Pre-Billing Errors Resulted in the Loss of Gross Charges of $934,280 
Through the End of 2009 

NHCC’s electronic charge entry system called Medaptus failed to remedy pre-billing 
errors. NHCC failed to ensure that its billing and reporting system called Eagle was fully 
compatible with Medaptus. Physicians did not enter the required data into Medaptus in a 
timely fashion.  

The total dollar value of the unbilled open visits for outpatient services for the periods 
January 2010 – April 2010 and January 2009 – April 2009 were $7,215,157 (representing 
8% of total visits) and $706,969 (representing 2% of total visits), respectively, indicating 
that the unbilled charges actually increased after the May 2009 implementation of the 
Medaptus system.  

We then looked at the Aged Receivables to determine the total lost gross charges from 
unrecoverable billings. We assumed that unbilled receivables of 90 or more days on the 
Aged receivables would not be reimbursed by insurance as untimely billing. The total 
estimated amount of unrecoverable billing was found as $934,280. This amount excludes 
Medicaid and Medicare under two years, and “self pay” accounts which remained more 
than 90 days unbilled and which may still be recovered. 
 

Management’s Effectiveness In Controlling Pre-Billing Errors Worsened From 2009 To 
2010 

NUMC management was not effectively using the Missing Data/Element report to reduce 
the number of patient registration errors. The Missing Data/Element report is generated 
on a weekly basis and identifies outpatient accounts that have missing data that was not 
entered during patient registration. We compared the number of registration errors 
occurring during the period January 2009 to April 2009 with the number of registration 
errors occurring during the period January 2010 to April 2010. We determined that even 
though the number of outpatient visits decreased in the 2010 period compared to the 2009 
period, the number of patient registration errors increased from 1.45% in the 2009 period 
to 2.05% in the 2010 period.  

 

Contracts Were Awarded Without Competitive Bidding and With a Possible 
Conflict of Interest  

Contracts Were Awarded Without Use of the Competitive Bidding Process  
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In May 2009, NHCC management entered into a $250,000 contract with Deloitte & 
Touche Consulting, Inc. (“D&T”) for the term May 2009 through August 2009, to 
provide a comprehensive assessment and analysis of NHCC’s financial and operational 
performance. This contract was procured through the competitive bid process, and was 
amended with D&T four times.  

Four amendments to the original May 2009 contract with D&T were for new services. 
These additional services were not procured through the competitive bidding process in 
accordance with NHCC’s policy for contracts above $50,000, and they represented 
services that were outside the scope of the original contract.  NHCC may not have 
received the best price for the services as the competitive bidding process was 
circumvented. 

Contracts Were Awarded With A Possible Conflict of Interest:  

We noted that NHCC management negotiated contracts with its consultants outside of the 
competitive bidding process, awarded a contract that resulted in a conflict of interest, and 
paid contingency fees based upon consultant estimates without verifying those estimates. 

Based upon D&T’s assessment and analysis NHCC implemented a denial management 
system, which it purchased from D&T without the benefit of a competitive bidding 
process. Since the denial management system was purchased based upon D&T’s 
assessment, this represents a potential conflict of interest. In addition, we found no 
evidence that NHCC management performed an independent analysis of D&T’s 
assessment. 

 

Contingency Fees Were Paid to A Consultant Without The Required Support  
NHCC pre-paid $550,000 in contingency fees to its consultant prior to any financial 
improvement achieved from NHCC’s use of the consultant’s software, Denial 
Management Tool (“DMT”).  

The lack of data provided by the DMT makes it impossible to determine the financial 
improvement attributable to the DMT, which is the basis for the contingency fees paid to 
the consultant, D&T.  

The contingency fees that are to be paid to D&T will be based upon complex estimated 
benefit formulas calculated by D&T itself. In interviews with the Medicaid Billing 
Director and Patient Accounts Supervisors who are responsible for overseeing the usage 
of the DMT, they indicated that they were not aware of the method used by D&T to 
calculate the contingency fees.  

 

NHCC Violated Its Personal/Procurement Policy 
Our audit noted a lack of compliance with the procurement policy established by NHCC. 
In addition, there was no process in place to monitor that the procurement policy was 
being followed.  

In August 2002, NHCC instituted a pre-contract process to track procedural compliance 
for all professional service contracts, called the LD200. The LD200 is an electronic 
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routing slip that documents authorization to proceed in the negotiation process and 
accompanies a contract through each phase of the approval process. 

We selected a sample of 15 professional service contracts from a list of 2009 contracts 
totaling $291.7 million. We reviewed the contract files for compliance with NHCC policy 
and pre-approval procedures to ensure that the there was competitive bidding prior to 
selecting the vendor, when required, and that the LD200 routing evidenced proper 
authorization and approvals. Our review noted six contracts with exceptions. 

 

Payment Vouchers Were Approved and Paid Without Complete Information or 
Adequate Supporting Documentation   
During our audit we identified payment vouchers that were missing adequate supporting 
documentation, that were not properly completed, and payments that did not comply with 
contract terms.  

 We reviewed a sample of 48 payment vouchers from a list of active 2009 contracts that 
were associated with invoices for the purchase of goods and services, and professional 
services. Nineteen of the 48 payment vouchers related to the purchase of goods and 
services. Twenty-nine related to professional service contracts. 

We identified 15 of the 19 payment vouchers that were related to the purchase of goods 
or services that were missing information including purchase order numbers, “three way 
match types” (invoice to purchase order to receiving report), general ledger account 
numbers, and department head signatures. Three of the 19 payment vouchers did not have 
adequate supporting documentation, and two of the 19 payment vouchers were not 
properly approved.  

Of the remaining 29 payment vouchers totaling $2,415,412 relating to professional 
service contracts, we noted 13 exceptions. 

 

The NHCC Board Approved Procurement Policy For Legal Services Is Flawed and 
May Have Resulted in a Conflict of Interest and Improperly Charged Legal Services 
Rates charged for legal services on two invoices were inconsistent with the rates agreed 
upon as per the contract with NHCC. 

We reviewed 29 payment vouchers totaling $2,415,412 that related to professional 
service contracts. Two of the 29 invoices reviewed pertained to legal services provided 
by the firm of Abrams, Fensterman, Flowers, Greenberg & Eisman, LLP for the A. Holly 
Paterson Extended Care Facility.  

Our review of the two invoices, one for 2009 in the amount of $10,587 and the other in 
2010 for $5,383, determined that the hourly rates invoiced for legal services incurred did 
not comply with the Tier II rates as per the contract. 

We estimated that NHCC was overcharged $448 on the invoice that totaled $5,383 
($1,678 of which represented hourly charges) and was overcharged $189 on the invoice 
that totaled $10,587 ($2,565 of which represented hourly charges).  
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Formal Policies and Procedures for Capital Budgets Are Lacking, Which Resulted 
in Unsupported Expenditures for Capital Projects and Legal Expenses 
Our audit noted that there was no supporting documentation to determine how two 
budget line items were estimated. In addition, while we noted that written policies and 
procedures for the development of the Operating Budget exist, there was  a lack of 
written policies and procedures for the development of the NHCC Capital Budget. 

During our audit, we noted that there was no written policy or procedures dictating under 
what assumptions the capital budget should be computed, or how it should be reviewed 
and approved.  

The Finance Department was not able to provide us with supporting documentation 
explaining how budgeted amounts were arrived at for two of 15 items selected; these 
were the Information Technology Capital Budget of $8 million and the Legal Expense 
Operating Budget item for $6.5 million.  

 

Poor Management of Non-Medical Employees Resulted In Excessive Overtime 
Work 
Our audit identified employees at NHCC working excessive amounts of overtime of up to 
117% of their base pay. In addition, we noted instances where employees approved their 
own overtime.  

We reviewed and analyzed the NHCC 2009 W-2 report and noted that there were 
approximately 1,239 non-medical employees within its 310 departments. Of the 1,239 
non-medical employees at NHCC, we found 34 that were paid overtime equivalent to 
more than 30% of their 2009 base pay. The 34 employees earned a total of $811,230 in 
overtime in 2009.  

Our analysis of overtime paid to non-medical employees at NUMC revealed that six of 
the 157 departments were responsible for 60% or $1,297,868 of the $2,067,930 of total 
overtime paid by NUMC in 2009.  

We noted that the employees were able to amass these extraordinary amounts of overtime 
by working excessive hours and working on days they were not scheduled.   

 

The Comptroller’s Office Identified Two Employees Which Were Promoted To and 
Functioned In Titles Outside of Their Civil Service Titles 
We selected the personnel files of 16 employees whose job titles and duties are classified 
by the Nassau County Civil Service Department and were included in the bargaining unit. 
We then interviewed 15 of the 16 employees (one had retired), in order to gain an 
understanding of their job duties. The duties were then compared to the Nassau County 
Civil Service job specifications. Based upon our interviews and our review of the 
personnel files of the employees, we concluded that two of the 15 employees were 
promoted and functioning in titles outside of their civil service titles. We also determined 
that NHCC is using overtime and other pay to compensate these employees.    
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NHCC Overcharged Nassau County for Billing of Termination Pay $47,828 
As part of the Acquisition Agreement between the County and NHCC the County is 
responsible for the portion of the retirement and termination pay for personnel who were 
employed by the County prior to the Acquisition Agreement. According to the 
Agreement, this expense is to be pro-rated between the County and NHCC based upon 
the number of days of service prior to the Acquisition Agreement date.  
On an annual basis, NHCC invoices the County for its portion of the termination pay.   

We reviewed two invoices from NHCC for the period from 2/15/2009 to 2/13/2010, 
invoice numbers 5310 and 5186 for $1,864,749 and $233,991, respectively, submitted to 
the County for reimbursement of payments made to severed employees.  

The review of the invoices revealed that the County was overbilled for termination pay 
and FICA expense of $44,612 on invoice 5310, and $3,217 on invoice 5186.  

 

Inadequate Payroll Procedures Resulted in Underpayment of Vacation and Sick 
Leave Severance to Employees 
The Acquisition Agreement required that NHCC make full and timely payment of all 
salaries, compensation and benefits earned for time and services provided in accordance 
with any labor agreement. NHCC is responsible for the payment of vacation and sick 
leave at the rate of pay applicable to the value of such days as of the date of separation 
from NHCC service and increased thereafter to the date of payment by the cumulative 
applicable base wage increases contained in the collective bargaining agreements.  

Our audit noted that NHCC did not have adequate procedures in place to ensure that 
severed employees were paid at the correct rate each year.  

Our review of the two invoices billed to the County for termination payments made to 
NHCC employees from February 2009 thru February 2010 revealed that 14 employees 
were underpaid  their severance pay.  The underpayment amounted to $25,030. 

 

A Privately-Owned Vehicle Was Allowed To Fuel at A. Holly Patterson’s Depot 
Without Written Authorization or Supporting Documentation to Account for 
Business Use  

A Vice President (“VP”) of NHCC fueled his personal vehicle at the AHP nursing home 
facility. For the period reviewed, we noted that 992 gallons of fuel were pumped into the 
VP’s vehicle.  

We performed a review of the fuel logs maintained at AHP’s Public Safety Office for the 
period January 2009 thru August 2010 to determine whether only authorized vehicles 
were being fueled at the fuel depot. Our review revealed 20 vehicle plate numbers that 
were not on the list of authorized vehicles, including one private license plate number 
belonging to a VP of NHCC.  

 



Executive Summary 

Limited Review of Nassau Health Care Corporation 
ix 

NHCC Management Allowed Unauthorized Vehicles and Drivers to Fuel Vehicles  
Unauthorized vehicles are fueling at AHP’s fuel depot. In addition, we noted that drivers 
who were not authorized by management used NHCC fleet vehicles.  NHCC 
management is not enforcing its fueling procedures, which allows the system to be 
circumvented. 

We performed a review of the fuel logs maintained by AHP’s Public Safety Office for the 
period January 1, 2009 through August 24, 2010 to determine whether only authorized 
vehicles (as indicated on the list of vehicles provided to us by NHCC management) were 
being fueled at the depot. Our review revealed 121 entries where the vehicle license plate 
number recorded on the fuel log was not on the list of authorized vehicles, or was 
recorded incorrectly. Within the 121 entries, we identified 14 license plates that were not 
on the authorized vehicles list. A total of 1,293 gallons of fuel was pumped into these 
vehicles during the period. The drivers for eight of these vehicles were not listed on the 
Schedule of Authorized Drivers provided to us by NHCC management.  

   

Fuel Inventory at A. Holly Patterson Was Not Monitored to Safeguard Against 
Theft or Ground Contamination Which May Result From Leaking Tanks 
Based upon our review, there appeared to have been an over 300-gallon shortage of the 
fuel inventory maintained at the AHP fuel depot tank during the audit period. 

We tested five periods of fuel inventory and found fuel inventory shortages. The 
calculated balances of ending inventory for four of the five periods tested did not agree 
with dipstick readings taken at the end of each period. The balances reflected a shortage 
of 324.4 gallons.  

AHP management did not perform a reconciliation of the fuel inventory. In addition, 
according to AHP management, the fuel log and Gas Reports were not reviewed by 
supervisors for oversight purposes.  
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Audit Finding (1): 

As of 12/31/2009, Accumulated Pre-Billing Errors and Missing Patient Registration 
Information Resulted in the NHCC having Unbilled Patient Services and  Lost 
Gross Charges of $3.5 to $6.5 million.  
 
NHCC’s primary billing and reporting system is the American Health Ware – Eagle 
System (“Eagle”).  This system processes all inpatient and outpatient billing and related 
information. Three sub-systems interface billing information into Eagle.  They are: 

• Medaptus, which is used by the physicians to input outpatient billing information 
for physician charges;  

• Eclipsys which is used to record charges for  the diagnostic laboratories and 
pharmaceuticals; and  

• Misys, which is used to input charges related to radiological services.  

Eagle generates an invoice approximately 5-10 days after a patient visit or discharge date.  
The lag time is to ensure that all charges are included in the original invoice.   

There are system controls in Eagle that prevent patient invoices from being generated 
from the system if pertinent information or data is missing. However, the Aged 
Receivable is updated to show the account as a receivable. 

On a daily or weekly basis, reports are generated from Eagle that detail the patient 
accounts having missing or incorrect data.  These reports are sent to the various billing 
departments responsible for the correction of errors that delay patient billing. These 
exception reports include the Hospital General Verification File Report, the Inpatient 
Billing Delay Listing, Missing Data/Element Report and the Open Visit Report. These 
reports identify, by code, the type of error or missing data that is preventing the system 
from generating a patient invoice. 

The failure to correct the patient information in a timely manner results in failure to issue 
the invoices and the unrecoverable charges. On 12/31/2009 from the Aged Receivables, 
we found over $3.5 million, and possibly as high as $6.5 million in unrecoverable gross 
charges. This outcome highlights the serious failure to properly supervise and correct in a 
timely manner pre-billing errors.  

NHCC’s aging of the accounts receivable dated 12/31/2009 included total unbilled 
inpatient and outpatient gross charges of $6,568,145. These charges represent accounts 
receivable that have not been billed to insurance providers or patients due to pre-billing 
errors and missing patient registration information. 

Untimely billing (more than 90 days) usually results in insurance reimbursement denials. 
We estimated that of the $6,568,145 of unbilled gross charges, $3,485,575 ($2,551,294 
inpatient, $934,280 outpatient) to be unrecoverable due to untimely billing. Medicaid and 
Medicare gross charges are still recoverable after 90 days for up to two years. The 
$3,082,570 remaining unbilled gross charges that are still recoverable are for Medicaid 
and Medicare accounts under two years, self-pay accounts, and other financial classes 
that allow more than 90 days for billing. Lastly, we tested for management response to 
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these reports to improve on pre-billing errors and reduce the potential for unrecoverable 
gross charges.. We actually found that the problem increased from 2009 to 2010. The 
patient registration errors increased from 1.45% to 2.05%.  

The methods used during the audit to determine the potential revenue losses and the 
management and system practices that appear to have contributed to these losses are 
discussed below. They are divided into three sections, Inpatient Pre-Billing Errors, 
Outpatient Pre-Billing Errors and Management Effectiveness. 
 
a) Inpatient Pre-Billing Errors Were Not Effectively Corrected on a Timely Basis 

Resulting in Accumulated Gross Charges Loss of At Least $2.5 million by 2009 
Year End 

 
We reviewed six months of the Hospital General Verification File Report and the 
Inpatient Billing Delay Listing (dated January 2009 through March 2009 and October 
2009 through December 2009). The Hospital General Verification File Report also 
identifies the departments that need to investigate the errors and make the necessary 
corrections. These departments include Patient Accounts, Medical Records, Patient 
Access, Information Technology, Reimbursement and Utilization Review. The types of 
billing code errors identified in these reports include Financial Class Not Valid, CDC 
Charge Code, Required Medical Records Data Not Available, Managed Care Account 
Error and Principal Diagnosis Code Missing. 
 
The objective of our review was to determine if the reports generated by management to 
address pre-billing errors were being used effectively and efficiently, and whether errors 
were being corrected in a timely manner, which we defined as within three months of the 
report date.  From the six months of reports reviewed, 108 inpatient stays with gross 
charges4 totaling $1,493,583 were not corrected in a timely manner.  These stays were 
also included on the unbilled accounts receivable aging report as of 12/31/09. We 
estimated that $1,026,305.5 of these gross charges to be unrecoverable.  
 
The table below illustrates the types of pre-billing errors noted for the 108 inpatient stays 
for the six-month period selected for testing that were not corrected in a timely manner:   
 

                                                 
4 Gross Charges relate to the cost of providing care to the patient.  It is not the same as the payments 
Nassau University Medical Center (“NUMC”) would receive from the insurance company, since 
reimbursement rates are based on contractual agreements and New York State. 
5 $1,493,583 reduced by Medicaid and Medicare gross charges less than two years old, and self-pays. 
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Type of Error No. of Visits Estimated 
Charges

No. of 
Months on 

Report
Financial Class Not Valid 1                  $6,066 3 months

23                $198,191 3 months
1                  $1,477 10 months
6                  $44,339 11 months

61                $1,104,778 12 months

Required Medical Records
Data Not Available 1                  $33,539 12 months

CDC Charge Code 5                  $64,881 12 months

1                  $3,058 9 months
9                  $37,254 12 months

Total 108              $1,493,583

Principal Diagnosis Code 
Missing

Managed Care Account Error

 
 
We determined that management did not effectively and efficiently utilize the controls in 
place to reduce and correct errors on a timely basis. Patient invoices containing errors 
cannot be billed to the responsible parties because the system controls prohibit the 
creation of invoices when key fields are missing. Since insurance carriers have time 
limits for submitting claims based on contract provisions with NUMC, the untimely error 
corrections resulted in significant lost revenue to NUMC.  

We then looked at the Aged Receivables to determine the total lost gross revenues from 
unrecoverable billings. We assumed that unbilled receivables of 90 or more days on the 
Aged Receivables would not be reimbursed by insurance because of untimely billing. 
The total estimated amount of unrecoverable billing on 12/31/2009 was found as 
$2,551,294. This amount excludes Medicaid and Medicare accounts under two years and 
“self pay” accounts which remained more than 90 days unbilled and which may or may 
not still be recovered. 
 
b) Outpatient Pre-Billing Errors From Incorrect Systems Implementation and 

Usage Resulted in Accumulated Gross Charges of $934,280 Through Year End 
2009 

 
There was a significant increase in outpatient pre-billing errors due to the inadequate 
implementation and incorrect use of the electronic charge system designed to alleviate the 
number of outpatient pre-billing errors.  

In May 2009, NHCC management implemented an electronic charge entry system called 
Medaptus.  This system was implemented to remedy pre-billing errors and to decrease the 
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clerical workload of the input process.  The system allows physicians to input 
information, such as Evaluation and Management Codes (“E&M”) that are necessary to 
generate outpatient invoices. The E&M codes identify the type of visit (i.e., initial or 
revisit) and the level of care the patient received. Once the codes are entered into 
Medaptus, the visit is closed out. The E&M codes are automatically transferred into 
Eagle for billing the patient visit. Eagle will not generate an invoice until the visit is 
properly closed and the billing lag period (5-10 days) has passed.  

We reviewed the Open Visit Report for the period from January 2009 to April 2009, 
which was before the implementation of Medaptus, and for the period January 2010 to 
April 2010, which was after its implementation.  The purpose of the review was to 
evaluate NHCC management's response to the potential for loss revenues due to delayed 
billing, and the effectiveness of their response. Our review and evaluation revealed the 
following. 

• NHCC failed to ensure that the existing Eagle system was fully compatible with 
the newly implemented Medaptus system. NHCC did not completely update its 
charge master codes in the Eagle billing system, which are used to determine the 
amount to be billed for each patient service provided, to match the codes in the 
newly implemented Medaptus system. Resulting in an increase in the number of 
errors that caused patient accounts to be unbilled.  

• Physicians did not enter the required data into Medaptus in a timely fashion. They 
were trained to enter the patient billing information and close the visits in 
Medaptus after each patient visit.  However, some doctors waited until the end of 
the workday to input the patient visit information.  This resulted in incomplete 
information for some patients, while other patients seen were omitted altogether. 
The Medaptus system currently does not have a control that tracks when the 
patient billing information codes are entered and when the visits are closed. 
Management was not able to identify which doctors were not updating their 
records in a timely manner. These errors contributed to the large number of 
unbilled patient visits. 

The total dollar value of the unbilled open visits for outpatient services for the periods 
January 2010 – April 2010 and January 2009 – April 2009 were $7,215,1576 
(representing 8% of total visits) and $706,969 (representing 2% of total visits), 
respectively.  This indicates that the unbilled charges and the percentage of visits that 
remained in open status (unbilled) actually increased after the May 2009 implementation 
of the Medaptus system. Of the $706,969 in unbilled charges for the 2009 period 
reviewed, we estimated $204,5557 to be unrecoverable.  

In addition, a number of outpatient visits did not have any charges associated with them 
because of missing information. In fact,  before implementation of Medaptus, 29% of 
outpatient open visits were missing charges, however, after implementation, 46% of 
outpatient open visits contained no charges or dollar amounts. Lost revenue may increase 

                                                 
6 Includes all categories of financial classes, such as Medicaid and self-pay. 
7 This represents the $706,969 cited above reduced by Medicaid, Medicare and self-pay. 
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once charges are added to these outpatient visits and insurance reimbursement is denied 
due to untimely billing. 

We then looked at the Aged Receivables to determine the total lost gross charges from 
unrecoverable billings. We assumed that unbilled receivables of 90 or more days on the 
Aged receivables would not be reimbursed by insurance as untimely billing. The total 
estimated amount of unrecoverable billing was found as $934,280. This amount excludes 
Medicaid, Medicare and “self pay” accounts which remained more than 90 days unbilled 
and which may still be recovered.  
 
c) Management Effectiveness to Control Pre-Billing Errors Worsened from 2009 to 

2010 
 
The Missing Data/Element report is generated on a weekly basis and identifies outpatient 
accounts that have missing data that was not entered during patient registration. The 
report is used to identify exceptions that need to be rectified and it is also used as a 
training tool for staff to reduce the number of registration errors. The types of errors and 
missing information the report identifies are: 

• Incorrect information on the Electronic Medicaid Eligibility Verification on 
patient Medicaid accounts;  

• Insurance Questionnaire not used; 
• Incomplete address; 
• Attending doctor is a student;  
• Missing attending doctor code;  
• Marital status missing; and 
• Missing financial class-patient insurance. 

 
For some errors, the Eagle billing system does not generate a patient invoice until all of 
the required information is entered, while for other errors, an invoice will generate but 
will result in a denial when it is submitted to an insurance carrier for payment.   
 
We conducted a review of the Missing Data/Element report for the periods January 2009 
to April 2009 and January 2010 to April 2010. Some of the accounts listed on the report 
did not contain charges because they were missing pertinent registration information 
needed to generate a bill.  Our review revealed that NUMC management was not 
effectively using the report to reduce the number of registration errors. We determined 
that, even though the number of outpatient visits decreased by 9% (or 10,187 visits) from 
the January 2009 to April 2009 period to the January 2010 to April 2010 period selected 
for testing, there was an increase in the number of patient registration errors from 1.45% 
to 2.05%, respectively.  Consequently, the problem, which was serious in 2009, appears 
to be worsening with potential for greater revenue losses during 2010 resulting from 
untimely billing due to errors and missing information during the registration process. 
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 Audit Recommendations: 
NHCC management should ensure that: 

a) all NUMC departments responsible for correcting inpatient pre-billing errors use 
the Hospital General Verification Code File Report and the Inpatient Billing 
Delay Listing to identify and correct all pre-billing errors on a timely basis, in 
order to bill the correct patient services and record the corresponding gross 
charges; 

b) the registration staff is properly trained in the registration process for outpatient 
care, and in using the Missing /Data/Element Report;  

c) managerial oversight of pre-billing errors and outpatient registrations be improved 
for more timely resolution of  open visits and unbilled accounts;  

d) procedures are established to ensure that physicians enter all outpatient visits and 
required information into Medaptus at the end of each visit to ensure that all 
patient visits are captured and subsequently billed; and 

e) all charge master codes in Eagle are updated regularly in a timely manner to 
ensure compatibility with the Medaptus codes. 

 

Audit Finding (2): 

Contracts Are Awarded without Competitive Bidding and Possible Conflict of 
Interest   

a) Contract Awards Without Competitive Bidding 
 
We noted that NHCC management negotiated contracts with its consultants outside of the 
competitive bidding process, awarded a contract that resulted in a conflict of interest, and 
paid contingency fees based upon consultant estimates without verifying those estimates. 
The contracts awarded were in the form of amendments to an original contract, unrelated 
and outside the scope of the original contract. 
 
In May 2009, NHCC management entered into a $250,000 contract with Deloitte & 
Touche Consulting, Inc. (“D&T”) for the term May 2009 through August 2009, to 
provide a comprehensive assessment and analysis of NHCC’s financial and operational 
performance. This contract was procured through the competitive bid process and was 
amended with D&T four times. Each amendment’s purpose, term, and agreed upon fees 
are detailed below: 
 

• Amendment #1, dated August 2009 and for the term May 2009 through July 
2010, was to assure due diligence in NHCC’s efforts to acquire New Island 
Hospital. The contract’s base fee was agreed as $180,000 plus out-of-pocket 
expenses not to exceed $18,000.  

• Amendment #2, dated September 2009 and for the term May 2009 through July 
2010, was to provide services for the review of NHCC’s Medicaid 
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Reimbursement Detox Rate Appeals. The agreed upon fees could range from 
$300,000 to $400,000, depending on the value of the rate of appeals. Medicaid 
Reimbursement Detox Rate Appeals pertain to appeals of per diem rates issued by 
the New York State Department of Health for inpatient medically managed 
detoxification and medically supervised inpatient withdrawal.  

• Amendment #3, dated October 2009 and for the term May 2009 to August 2012, 
was for the implementation of a Denial Management Tool (“DMT”) for a fee of 
$250,000 plus out-of-pocket expenses. In addition to the implementation fee, the 
Amendment provided for contingency fee payments8 to D&T, which were based 
on 20% of every $1 of project-related financial improvement achieved from the 
use of the DMT, up to a maximum of $3,240,000. NHCC also paid D&T a 
$75,000 annual subscription fee9 for the DMT system, which was developed by 
D&T.  

• Amendment #4, dated October 2009, and for the term May 2009 through August 
2012, was for Information Technology planning and contract negotiation 
assistance with Allscripts, with a base fee not to exceed $250,000. NHCC selected 
Allscripts to implement its electronic health records for the Emergency 
Department and for its ambulatory information system. 

As of May 2010, NHCC had paid D&T $1,653,85110, which included $297,769 in out-of-
pocket expenses.   
 
In addition to the original May 2009 contract mentioned above, NHCC management also 
awarded four contracts for new services to D&T in the form of Amendments 1, 2, 3, and 
4 to the original agreement.  These additional services were not procured through the 
competitive bidding process in accordance with NHCC’s policy for contracts above 
$50,000, and they represented services that were outside the scope of the original 
contract.  NHCC may not have received the best price for the services as the competitive 
bidding process was circumvented.  

 
b) Contract Awarded With Possible Conflict of Interest  
 
In accordance with the terms of the original May 2009 contract, D&T issued a report with 
the following assessment of, and recommendations for, NHCC’s denial resolution 
process.  

Assessment and Analysis: 

• D&T claimed that there were opportunities for improvement, valued at $1.6 
million to $2.3 million in net annual revenue opportunity in inpatient denials.  

• $6.3 million in outpatient denials and a denial rate of 16.7%, which exceeds the 
standard denial rate of 4 to 5%. It claimed that there was an opportunity to prevent 

                                                 
8   The Amendment termed these “incentive fees”. 
9   NHCC signed a three-year subscription agreement. 
10 This amount also includes $0.55 million in incentive fee periodic interim payments in addition to the   
contract and amendment amounts. 
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fatal denials11, and estimated the revenue opportunity to prevent non-fatal 
denials12 at $2.1 million annually. 

Based upon its assessment and analysis, D&T made the following recommendations to 
NHCC management: 

• There should be more timely resolution and prevention of non-fatal denials;  

• Management should make more use of reports and work queues (which are 
electronic lists of denials) to identify systematic issues or trends in order to reduce 
future errors; and 

• Workflow associated with denials should be distributed to revenue cycle 
departments in order to work (do what is necessary to have errors or missing 
information corrected) outstanding claims for payment.  

We found no evidence to indicate that NHCC management performed any independent 
review of D&T’s assessment to determine if its recommendations were feasible. In 
response to these recommendations made by D&T, NHCC management implemented a 
denial management system.  However, instead of procuring the contract for a denial 
management system through the competitive bidding process, such as a Request for 
Proposal (“RFP”) process, NHCC awarded the contract to D&T in the form of 
Amendment #3.  

NHCC procurement policy requires that all professional service contracts above $50,000 
be procured through the competitive bidding process. NHCC also entered into a three-
year subscription contract with D&T for the DMT for $75,000 per annum.  This may be 
construed to represent a conflict of interest, since the consultant was awarded the contract 
based upon the consultant’s assessment and recommendations, without the benefit of a 
RFP process. 
  

Audit Recommendations: 
NHCC should: 

a) comply with its procurement policy to ensure that all contracts greater than 
$50,000 are procured through a competitive bidding process, particularly where 
there may be an appearance of a conflict of interest; and 

b) cease its practice of amending existing contracts when entering into agreements 
for new services. New services should be procured through a competitive bidding 
process, such as a RFP to ensure that services are contracted for at competitive 
pricing.  

 

Audit Finding (3): 

Contingency Fees Paid to Consultant Without Required Support 
                                                 
11 Fatal denials are denials that have a 1% chance of being rectified and the corresponding revenue 
recovered.  
12 Non-fatal denials are denials that can be rectified and the corresponding revenue recovered.  
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NHCC pre-paid $550,000 in contingency fees to its consultant prior to any financial 
improvement achieved from NHCC’s use of the consultant’s software, DMT.  

In December 2009, NHCC purchased the DMT software as part of Amendment #3 of the 
D&T Consulting contract (see Audit Finding (2b), Contract Awarded with Possible 
Conflict of Interest).  The DMT is a software package designed to manage NHCC’s 
billed patient charges that were denied payment by insurance carriers, by sorting the 
denials into work lists by each employee who is responsible for managing the denials and 
rectifying the reason for the denial. Information regarding denied charges is transmitted 
to the DMT through electronic remittance reports from the insurance carriers. These 
reports list details of patient accounts that were denied payment and the reasons for the 
denials.  

We also noted that the provisions of Amendment #3 called for the pre-payment of 
$550,000 of the contingency fees.  The pre-payment was to be made in four monthly 
installments of $137,500 during the first four months after signing the Amendment. As of 
the completion of our fieldwork in June 2010, no payments had been paid to D&T other 
than the initial pre-payment of $550,000.  

In order to determine the basis for the contingency fees paid to D&T, we reviewed 
productivity reports produced by the DMT and interviewed employees assigned to use 
the DMT. We found the following: 

• The DMT does not rectify the reason for the denials or assist in rectifying the 
denials; it only tracks and sorts the denials in a manner that can be disseminated 
to the employees responsible for reviewing the denials;  

• The actions required to rectify the patient accounts must be completed in NHCC’s 
Eagle patient accounts receivable system and then the DMT must be updated to 
reflect what was done;  

• Some employees do not use the DMT and instead rectify the denial based on 
information provided by the insurance carriers’ remittance reports, and then 
update the DMT to reflect their actions; as a result the DMT is credited with 
rectifying the denial even though it was not even used;  

• The DMT productivity reports are misleading because they designate denials as 
“closed” accounts that were only closed by one employee and then transferred to 
another employee for further follow-up; the reports could not identify what 
accounts were actually corrected and re-billed to the insurance carriers;  

• Once a denial has been rectified, it is removed from the DMT without quantifying 
the dollar value of the denial that was rectified.  

The lack of data provided by the DMT makes it impossible to determine the financial 
improvement attributable to the DMT, which is the basis for the contingency fees paid to 
the consultant, D&T.  

The contingency fees that are to be paid to D&T will be based upon complex estimated 
benefit formulas calculated by D&T itself. In interviews with the Medicaid Billing 
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Director and Patient Accounts Supervisors who are responsible for overseeing the usage 
of the DMT, they indicated that they were not aware of the method used by D&T to 
calculate the contingency fees.  
 

Audit Recommendations: 
NHCC management should:  

a) not make any contingency fee payments to D&T until NHCC management has 
verified the accuracy of claimed financial improvement derived from the DMT, 
and, if deemed necessary, request a refund of unearned fees; and 

b) reconsider agreeing to any future contingency fee arrangements without clear 
definitions of the feasibility of implementing the improvements and measuring the 
benefits.  

 

Audit Finding (4): 

NHCC Violated its Personal/Professional Procurement Policy    
Our audit noted a lack of compliance with the Personal/Professional procurement policy 
established by NHCC. In addition, there was no process in place to monitor that the 
procurement policy was being followed.   

In August 2002, NHCC instituted a pre-contract process to track procedural compliance 
for all professional service contracts, called the LD200. The LD200 is an electronic 
routing slip that documents authorization to proceed in the negotiation process and 
accompanies a contract through each phase of the approval process. It also establishes the 
limit on the negotiated maximum amount of the contract. The final dollar value of a 
contract agreement is usually less than its limit. Before a contract is negotiated, different 
departments, including NHCC’s Budget Office, are required to sign-off on the LD200.  

According to the NHCC Procurement Policy13, contracts for personal or professional 
services in excess of $50,000 but less than $250,000 require the approval of the Contracts 
Committee of the Board of Directors. Contracts in excess of $250,000 require the 
approval of the full Board. 

We selected a sample of 15 professional service contracts, including five contracts of 
$50,000 or less, five contracts of greater than $50,000 but less than $250,000, and 5 
contracts of greater than $250,000. The sample was selected from a list of 2009 contracts 
totaling $291.7 million, which was prepared by NHCC management for submission to 
New York State Division of Budgets.  

We reviewed the contract files for compliance with NHCC policy and pre-approval 
procedures to ensure that the there was competitive bidding prior to selecting the vendor, 
when required, and that the LD200 routing evidenced proper authorization and approvals. 
Our review noted six contracts with exceptions: 

                                                 
13 NHCC Procurement Policy, Section D: Contracts for Personal/Professional Services. 
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• two contracts without the required approvals in the LD200, including one contract 
for $5.75 million that was missing approval by the NHCC Budget Office, and one 
contract for $148,363 that was missing all of the required approvals;  

• one contract for $18,000 where the LD200 was completed on 6/3/2009 but the 
contract was signed on 5/21/2009. The procedures required that the LD200 be 
prepared and approved before the contract is signed;  

• one contract in the amount of $5,988,252, with Eclipsys for system programming, 
did not have a RFP or public legal notices on file; and 

• one contract in the amount of $531,800, with Medaptus for electronic medical 
billing did not have public legal notices on file.  

There was no process at NHCC to review contract files for completeness.  The lack of 
proper department approvals, adequate evidence to support that the contracts were 
competitively bid, and documentation that the public was notified of the bid process, 
increased the risk that contracts were not procured in a competitive manner and the 
services obtained by NHCC were at the best possible prices. 
 

Audit Recommendations: 
NHCC management should:  

a) establish a process to review all contracts and contract files for completeness 
including assurance that no contracts are signed until all documentation files are 
reviewed, and evidence of that review is documented and retained, perhaps by 
using a checklist. Further, this process should be documented in NHCC’s policy 
and procedures for the procurement of professional services contracts; and  

b) comply with its policy and procedures for the procurement of professional service 
contracts.  

The Board of Directors should conduct a full review and investigation to determine 
why the contract pre-approval process was not followed. 

 

Audit Finding (5): 

Payment Vouchers are Approved and Paid Without Complete Information or 
Adequate Supporting Documentation 
During our audit, we identified payment vouchers that were missing adequate supporting 
documentation, that were not properly completed, and payments that did not comply with 
contract terms. 

When departments receive a vendor invoice, a payment voucher is completed, signed by 
the department head and attached to the invoice. Also attached to the payment voucher is 
other supporting documentation such as blanket purchase orders, purchase orders and 
packing slips. The payment voucher includes data fields such as date, purchase order 
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number, voucher number, vendor ID number, invoice number, blanket order/contract 
number, description and the total amount to be paid. 

The payment voucher, which is routed to various departments for approval, creates an 
audit trail of the transaction, and is part of the procurement/accounts payable internal 
control system. 

We selected a sample of 50 payment vouchers from a list of active 2009 contracts that 
were associated with invoices for the purchase of goods and services, and professional 
services. Two of these vouchers could not be located.  

Nineteen of the 48 payment vouchers related to the purchase of goods and services. We 
identified 15 of the 19 that were missing information including purchase order numbers, 
“three way match types” (invoice to purchase order to receiving report), general ledger 
account numbers and department head signatures. Three of the 19 payment vouchers did 
not have adequate supporting documentation and two of the 19 payment vouchers were 
not properly approved.  

Of the remaining 29 payment vouchers totaling $2,415,412 relating to professional 
service contracts, we noted the following exceptions: 

• Four payment vouchers did not have adequate supporting documentation, such as 
support for consultant out-of-pocket expenses; 

• Seven vouchers were not adequately completed. They were missing key 
information, such as purchase order numbers or general ledger account numbers; 
and 

• Two vouchers for legal services were paid but the payment did not correspond 
with contract terms and services. (see Audit Finding (6) The NHCC Board 
Approved Procurement Policy For Legal Services  is Flawed and May Have 
Resulted in Conflict of Interest and Improperly Charged Legal Services) 

 

NHCC management did not have written instructions on how to complete the payment 
vouchers. Based upon our review, it appears that department heads were not adequately 
reviewing the payment vouchers before forwarding them to Accounts Payable for 
payment.  

Improperly completed payment vouchers result in a weakening of the internal control 
system and may result in the loss or misappropriation of funds. 
 

Audit Recommendations: 
NHCC management should: 

a) implement written procedures to ensure that payment vouchers are complete, 
accurate and approved by department heads on a timely basis prior to forwarding 
to Accounts Payable for processing in order to have a complete and accurate 
paper audit trail of the payment process. The written procedures should be 
disseminated to the employees affected by the procedures; and  
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b)  ensure that these procedures are being followed. 

 

Audit Finding (6): 

The NHCC Board Approved Procurement Policy For Legal Services is Flawed and 
May Have Resulted in Conflict of Interest and Improperly Charged Legal Services  
In September 2007, NHCC’s Board of Directors adopted a policy allowing for the 
selection of contractors without a competitive bidding process when deemed in the best 
interests of NHCC. (Best practices dictate that procurement of professional services 
should be via a competitive bidding process, such as a Request for Proposal (“RFP”). 

The Board’s policy allows procurement of legal services with a term exceeding one year, 
to be contracted without a competitive bidding process, provided the rates charged were 
pursuant to Tier I and Tier II fee schedules14 or a contractual fee schedule. We observed 
that rates charged for legal services on two invoices from the law firm Abrams, 
Fensterman, Flowers, Greenberg & Eisman, LLP (“Abrams”), were inconsistent with the 
rates agreed upon as per the contract with NHCC. 

We reviewed 29 payment vouchers totaling $2,415,412 that related to professional 
service contracts. Two of the 29 invoices reviewed pertained to legal services provided 
by Abrams for the A. Holly Paterson Extended Care Facility (“AHP”). This firm was 
paid $326,813 in 2009 and $202,308 for the period January 2010 through May 2010 for 
fees charged. These services were not obtained through a RFP process, but the fees were 
subject to the NHCC Tier II rates. 

Our review of the two invoices, one for 2009 and the other for 2010 in the amounts of 
$10,587 and $5,383, respectively, determined that the hourly rates invoiced for legal 
services incurred did not comply with the Tier II rates. Tier II rates were based upon the 
title of the individual providing the legal services. However, these invoices did not 
identify the titles of those individuals, and the hourly rates charged for them did not agree 
with the Tier II rates.  

We attempted to identify the titles of the individuals on the invoices based upon the Tier 
II hourly rate closest to the hourly rates that were charged per the invoices and the nature 
of the legal services provided. Based upon the individual’s title that we presumed, we 
calculated the difference between the Tier II hourly rates and the hourly rates charged on 
the invoices.  Based on this analysis, we estimated that NHCC was overcharged $448 on 
the invoice that totaled $5,383 ($1,678 of which represented hourly charges) and was 
overcharged $189 on the invoice that totaled $10,587 ($2,565 of which represented 
hourly charges). 

For the two invoices examined, hourly charges represented 27% of the total invoice, and 
we determined that there was a 15% error rate15 in the hourly charges submitted. Total 
payments to this vendor in 2009, and January 2010 through June 2010 were $529,121.  
Using this error rate and the rate of hourly charges on the two invoices examined, we 

                                                 
14 Preapproved fee schedule for legal services approved by a Board resolution. 
15 ($448+189)/($1,678+$2,565) 
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estimated that the potential existed that NHCC was overcharged $21,088 for legal 
services. 

We discussed with AHP management the lack of adequate information in the invoices 
that prevented management from performing a thorough review and the exceptions we 
noted with the differences in the rates charged.  AHP management indicated that they did 
not know the titles of the individuals on the invoices and were not familiar with the Tier 
II rates. 
 

Audit Recommendations: 
NHCC should: 

a) rescind its Board policy adopted in September 2007, which allowed for the selection 
of contractors without a competitive bidding process when deemed in the best 
interests of NHCC, and instead, practice competitive bidding for the procurement of 
all goods and services;  

b) ensure that all legal invoices are submitted in accordance with the contract terms;  

c) ensure that those individuals responsible for reviewing and approving invoices for 
legal services are provided with a copy of the rate schedule to ensure that a proper 
review is done and evidence that review by signing and dating the invoice; and 

d) review all previously paid invoices to identify any overpayments and request a refund  
of any overpayments identified. 

 

Audit Finding (7): 

Formal Policies and Procedures for Capital Budgets are Lacking and Result in 
Unsupported Expenditures for Capital Projects and Legal Expenses 
NHCC has written policies and procedures for the development of the Operating Budget 
there is a lack of written policies and procedures for the development of the NHCC 
Capital Budget. 

Budgets are estimates that assist management in making financial decisions, as well as 
serve as a control to ensure that operations are carried out efficiently, economically and 
effectively. The Finance Department of NHCC controls and monitors the annual NHCC 
budget.  The budget must be completed and submitted to the New York State Department 
of Health by September 30th of every year. NHCC computes its annual operating budget 
based upon the lesser of the prior year’s actual operating expenses, a projection of the 
current year’s operating expenses, or the current proposed budget.  

NHCC’s capital budget is estimated according to the availability of funds from operations 
and grant funds. During our audit, we noted that there was no written policy or 
procedures dictating under what assumptions the capital budget should be computed, or 
how it should be reviewed and approved.  

We selected a sample of 15 Operating and Capital Budget line items to determine the 
purpose of the budgeted amounts, and how they were computed, reviewed and approved.  
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The Finance Department was not able to provide us with supporting documentation 
explaining how budgeted amounts were arrived at for two of the 15 items; these were the 
Information Technology Capital Budget of $8 million and the Legal Expense Operating 
Budget item for $6.5 million. 

 
Audit Recommendation: 
NHCC management should: 

a) ensure that the NHCC Finance Department maintain adequate supporting 
documentation for all Operating and Capital Budget line items;  and 

b)  develop and promulgate a written Capital Budget policy.  

 

Audit Finding (8): 

Poor Management of Non-Medical Employees Result In Excessive Overtime  
Our audit identified employees at NHCC working excessive amounts of overtime of up to 
117% of their base pay. In addition, we noted instances where employees approved their 
own overtime. 

At the beginning and end of each workday, an employee must punch in/out via the 
Kronos timekeeping system. It requires the use of both the individual’s employee code 
and handprint to record his or her in/out times.  If an employee forgets to punch in/out or 
the punch does not register, he or she must fill out a missed punch form. The missed 
punch form must be approved by the Department Head and then entered into Kronos by 
the Department Timekeeper. 

According to the Payroll Manager, NHCC verbally pre-approves its employees’ overtime 
but, after the employees work the overtime, the employee’s supervisor or department 
head must complete an overtime approval form. The form must have approvals from the 
Department Administrator, Chair/Departmental Head, a Vice President and the Finance 
Department. The Finance Department delivers the form to the Payroll Department where 
the overtime is entered into the payroll system for payment.  

We reviewed and analyzed the NHCC 2009 W-2 report and noted that there were 
approximately 1,239 non-medical employees within its 310 departments. Of the 1,239 
non-medical employees at NHCC, we found 34 that were paid overtime equivalent to 
more than 30% of their 2009 base pay. The 34 employees earned a total of $811,230 in 
overtime in 2009.  

Our analysis of overtime paid to non-medical employees at NUMC revealed that six of 
the 157 departments were responsible for 60% or $1,297,868 of the $2,067,930 of total 
overtime paid by NUMC in 2009. 

Further analysis of the overtime pay revealed that one employee, whose title is Custodial 
Worker, was allowed to work overtime of up to 117% of his regular annual salary.  
Regular pay reported on his 2009 W-2 was $51,195 while his overtime pay for the same 
year was $59,659.  
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The four employees with the highest overtime as a percentage of base pay among the 34 
non-medical employees we identified with more than 70% of their base pay in overtime 
were as follows: 

Title 2009 Regular Pay 2009 Overtime Pay
Overtime as a 
Percentage of 
Regular Pay

Custodial Worker I $51,195 $59,659 117%
Resource Supervisor $73,514 $67,374 92%
Custodial Worker I $42,935 $31,945 74%

Admission Officer III $60,787 $46,211 76%  
 
We noted that the employees were able to amass these extraordinary amounts of overtime 
by working excessive hours and working on days they were not scheduled.  For 
example:   

• A Custodial Worker I was allowed to work for seven consecutive days during the 
period 1/25/09 thru 1/31/09, amassing 39 overtime hours.  Two of the days were 
unscheduled workdays.  

• The time clock for the Resource Supervisor showed that she punched in at 7:39 
a.m. and punched out at 2:05 a.m. the following day amassing 10.5 hours of 
overtime.  In addition, for the workweek of 7/5/09 to 7/11/09, this employee 
clocked in five days and amassed a total of 46.75 overtime hours.  We noted that 
on two days (7/7/09 and 7/10/09) this employee clocked in at 7:49 a.m. and 7:11 
a.m. and clocked out at 2:55 a.m. and 1:34 a.m. respectively. The overtime hours 
included lunch hours. 

New York State Labor Law, § 16216 requires that whenever a worker covered by the Law 
works six hours or more that extend through the noonday meal period (from eleven 
o’clock a.m. to two o’clock p.m.) they must be given 30 minutes off for lunch.  

We sampled eight employees, and reviewed their time sheets, check payment details, the 
corresponding overtime approval sheets, and missed-clock forms for two consecutive pay 
periods, to determine if the overtime hours paid were valid and were approved by 
management. We noted the following excessive overtime examples for five out of the 
eight employees selected for testing:  

1) Resource Supervisor worked a total of 12 days during the two pay periods tested.  
Of the 12 days, she was permitted to work double shifts (regular and overtime 
shift) for five days and was paid an additional 2 hours overtime each day for 
lunch. For four other days, the supervisor was paid an additional hour each day 
for lunch.  

                                                 
16 New York State Labor Law Section 162(2) 
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There were two missed punches recorded for 7/9/10 because the employee did not 
punch in. The clock recorded a punch-out the following day at 2:03 a.m.  The 
employee was paid 10 hours of overtime for 7/9/10.  NHCC was unable to 
provide us with both missed punch forms requested to validate the start time 
entered and the amount of overtime the employee was paid. The employee time 
record showed that she punched-in at 7:11 a.m. the morning of 7/10/10 and 
punched-out at 1:34 a.m.  She was paid 11.5 hours of overtime for this day. 

2) Resource Supervisor worked a total of 14 days, was allowed to work through 
lunch for 13 days and was paid an additional hour of overtime each day for the 
lunch hours.  

Both Resource Supervisors signed off on some of their overtime approval sheets 
in the place of the Departmental Administrator and/or the Departmental Head 
approval signatures. We noted that these two employees had significantly more 
overtime compared to other employees with the same civil service title. 

3) An Admission Officer III  worked a total of 19 days during the period tested  and 
was paid an additional hour each day in overtime for working through lunch.  

4) There was one instance in which a Chief Stationary Engineer was paid for 7 hours 
of overtime, which was not approved by management. 

5) Custodial Worker I had five occurrences of missed punches for 19 days in which 
overtime was paid.  We were provided with missed punch forms for four of the 
five occurrences. We reviewed the four missed-punch forms and noticed that 
the date for the employee completing the form, the date of supervisor approval 
and the date of entry into Kronos by the timekeeper were all missing.  

The excessive use of overtime is costly, an indication of inadequate staffing levels, and a 
poor management practice. Requiring or allowing workers to work through mealtimes is 
a violation of New York State Labor Law.  
 

Audit Recommendations: 
NHCC should ensure that: 

a) all employee overtime be pre-approved in writing by management with the 
authority to approve overtime;  

b) adequate staffing levels exist that will reduce the need for excessive overtime;  

c) employees be required to take mealtimes in accordance with New York State 
Labor Law; and 

d) adherence to its procedures regarding missed punch forms is enforced, and ensure 
that a form is completed each time an employee does not clock in/out. 
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Audit Finding (9): 

Two Employees Promoted To and Functioning In Titles Outside of Their Civil 
Service Titles 
All employees of NHCC that are members of the bargaining unit CSEA Nassau Local 
830 are employed under titles covered by the Nassau County and New York State Civil 
Service Laws. Specific procedures for appointments and promotions to open job titles 
must be followed.  

NHCC circumvented the New York State Civil Service Commission by promoting two 
employees outside of the competitive process. According to Article V § 6 of the State 
Constitution, “Appointments and promotions in the civil service of the State and all of the 
civil divisions thereof, including cities and villages, shall be made according to merit and 
fitness to be ascertained as practicable, by examination which, as far as practicable, shall 
be competitive;…”.17  

We selected the personnel files of 16 employees whose job titles and duties are classified 
by the Nassau County Civil Service Department and were included in the bargaining unit.  
We then interviewed 15 of the 16 employees (one had retired), in order to gain an 
understanding of their job duties. The duties were then compared to the Nassau County 
Civil Service job specifications. Based upon our interviews and our review of the 
personnel files of the employees, we concluded that two of the 15 employees were 
promoted and functioning in titles outside of their civil service titles. We also determined 
that NHCC is using overtime and other pay to compensate these employees (see Audit 
Finding (8), Poor Management of Non-Medical Employees Result in Excessive 
Overtime).  

The civil service title for both of the two employees was Resources Supervisor. One was 
functioning as Director of Patient Financial Services and the other was functioning as 
Director of Ambulatory Operations. Their responsibilities were greater than other 
employees with the same civil service title were.  

The employee functioning as Director of Patient Financial Services claimed to have 
responsibility for supervising 93 employees, including two other Resource Supervisors 
and a Patient Accounts Supervisor. The employee also claimed to be responsible for 
Admitting, Bed Control, Vital Statistics, and Emergency Room Registration. 

The employee functioning as Director of Ambulatory Operations claimed to have 
responsibility for supervising 240 employees, including physicians and nurses. The 
employee claimed to be responsible for all ambulatory operations including those at the 
Health Centers and for the communication staff. 

The two employees were functioning in these titles since 2009. Their personnel files had 
no record of any personnel action taken to promote them to the director positions.  

The two employees’ base salaries were in agreement with the bargaining unit salary 
scale. However, we noted that they were both allowed to work an extraordinary amount 

                                                 
17 New York State Constitution, Article V § 6 
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of overtime. They also received other pay such as beeper, stand-by, and mealtime pay. 
Other employees with the same civil service titles did not receive similar pay.  

The two employees’ total 2009 compensation, including overtime and other pay 
amounted to $161,364 and $108,964 for the Director of Ambulatory Operations and the 
Director of Patient Financial Services, respectively. This compared to total compensation 
of slightly over $73,000 for other employees with the same civil service titles.  

The practice of promoting civil service employees outside of the competitive examination 
process is a violation of the Civil Service Law, and may lead to employee grievances. In 
addition, the use of overtime as a method of compensation to circumvent bargaining unit 
salary scales is a poor management practice  
 

Audit Recommendation: 
NHCC management should:  

a) institute procedures to ensure that employee duties and compensation comply 
with Civil Service Laws and local bargaining unit requirements; and 

b) ensure that the two Resource Supervisors are performing duties in accordance 
with their civil service job specifications and are compensated accordingly.  

 

Audit Finding (10): 

NHCC Overcharged Nassau County $47,828 in Billing of Termination Pay  
As part of the Acquisition Agreement between the County and NHCC the County is 
responsible for the portion of the retirement and termination pay for personnel who were 
employed by the County prior to the Acquisition Agreement. According to the 
Agreement, this expense is to be pro-rated between the County and NHCC based upon 
the number of days of service prior to the Acquisition Agreement date. Severed ordinance 
employees and union employees whose termination pay is less than $5,000 are paid their 
termination pay in a lump sum while union employees who have payouts more than 
$5,000 are paid in three installments.  On an annual basis, NHCC invoices the County for 
its portion of the termination pay.  

We reviewed two invoices from NHCC for the period from 2/15/2009 to 2/13/2010, 
invoice numbers 5310 and 5186 for $1,864,749 and $233,991, respectively, submitted to 
the County for reimbursement of payments made to severed employees. We also 
reviewed the process involved in the preparation of the termination pay billing to the 
County and noted that the process followed for the termination pay billing was 
inadequate to ensure that the County was billed in accordance with the Acquisition 
Agreement. The review of the invoices revealed that the County was overbilled for 
termination pay and FICA expense of $44,612 on invoice 5310, and $3,217 on invoice 
5186. The total overbilling of $47,828 resulted from the following:  
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a.) Duplicate Billing: An ordinance employee was correctly paid $75,487 in one 
lump sum upon termination. The following year the employee was paid 1/3 of 
the same termination pay in the form of a $25,162 installment, resulting in a 
duplicate payment. The County was billed a portion of this duplicate payment 
amounting to $14,970 in vacation and sick leave and $1,145 in FICA. 

b.) Termination Pay Not Related to County Employment: The County was billed 
$24,012 in vacation and sick leave and $1,837 in FICA expense for vacation 
and sick leave hours that were earned entirely under NHCC employment after 
the Acquisition Agreement date. Four employees were severed from NHCC 
prior to 2009 and their termination pay for vacation and sick leave was billed 
to the County for reimbursement. The County reimbursed NHCC for its 
portion of the termination pay owed for these employees. The employees were 
rehired at a later date by NHCC and subsequently earned accrued time as 
employees of NHCC.  These employees were terminated a second time and 
NHCC billed the County for a portion of their termination pay.  

 The termination payments for these employees were not related to County 
 employment and therefore did not qualify for prorated reimbursement as 
 stipulated in the Acquisition Agreement.  

c.) Incorrect Amount of Accrued Time Paid: NHCC paid four employees the 
incorrect amount of vacation and sick leave amounting to $12,475, 
which resulted in an overcharge to the County of $4,256 in termination pay 
and $326 in FICA expense. A review of the employees’ termination leave 
bank revealed that:  

• two employees were paid for more hours than they had in their 
leave bank balances;  

• one employee's installment hours was calculated incorrectly; and  

• one was paid 64.75 hours more than the maximum amount allowed 
under the collective bargaining agreement. 

d.) Other Miscellaneous Errors: In addition to the above, we noted other errors 
amounting to $1,283 as a result of the following: 

• The use of the original hire date instead of the adjusted hire date18 in 
calculating the number of days worked.  

• The use of the incorrect termination date in the calculation of the number 
of days worked.  

• Calculated FICA expense on employee termination pay which exceeded 
the maximum taxable income amount.  

                                                 
18 Original hire date is adjusted for any days that an employee is off the payroll (i.e., unpaid leave of 
absence). 
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• Inclusion of other compensation not related to vacation and sick leave 
termination pay.  

Based on the number and type of errors identified in the invoices submitted, it is 
apparent that management does not have adequate procedures in place to ensure 
that the amounts billed to the County are in accordance with the Acquisition 
Agreement.  

All of the invoices were audited and adjustments were made to the billings. 
 

Audit Recommendation: 
NHCC should develop and document adequate procedures to ensure that the County is 
billed correctly in accordance with the Acquisition Agreement.  

 

Audit Finding (11): 

Inadequate Payroll Procedures Resulted in Underpayment of Vacation and Sick 
Leave Severance to Employees  
The Acquisition Agreement required that NHCC make full and timely payment of all 
salaries, compensation and benefits earned for time and services provided in accordance 
with any labor agreement. NHCC is responsible for the payment of vacation and sick 
leave at the rate of pay applicable to the value of such days as of the date of separation 
from NHCC service and increased thereafter to the date of payment by the cumulative 
applicable base wage increases contained in the collective bargaining agreements.  

Our audit noted that NHCC did not have adequate procedures in place to ensure that 
severed employees were paid at the correct rate each year. 

Our review of the two invoices billed to the County for termination payments made to 
NHCC employees from February 2009 thru February 2010 revealed that 14 employees 
were underpaid  their severance pay.  The underpayment amounted to $25,030. Twelve of 
the 14 employees had the incorrect rate of pay used in calculating their termination pay. 
The employees had been terminated or retired and later re-hired in different titles with 
different rates of pay.  Some of them had changed from full-time to part-time employees 
with a change in the hourly rate received.  NHCC paid their severance pay at their current 
employment rate of pay and not at the rate of pay in effect at their termination date. The 
remaining two employees’ underpayment resulted from the use of the wrong amount of 
vacation and sick leave hours to calculate their termination pay.  
 

Audit Recommendations: 

NHCC management should: 

a) develop and document adequate procedures to ensure that severed employees are 
paid correctly;  
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b) review the rates of payments for all severed employees who were rehired and 
ensure that the correct rates were used in prior payouts and are used in future 
payouts; and 

c) recompute any underpayments to past (and re-hired) employees and pay amounts 
owed immediately.  

 

Audit Finding (12): 

Privately-Owned Vehicle Was Allowed to Fuel at A. Holly Patterson Depot Without 
Written Authorization or Supporting Documentation to Account for Business Use  
A Vice President of NHCC fueled his personal vehicle at the AHP nursing home facility.  

AHP has a fuel depot for the fueling of the NHCC fleet of 38 vehicles, six of which are 
located at AHP and 32 of which are located at NUMC.  If a driver wants to obtain fuel 
from the fuel depot, the driver must go to the Public Safety Office. A Public Safety 
Officer accompanies the driver to the fuel depot and uses three keys to dispense the fuel.  
The Public Safety Officer verifies that the vehicle has official plates and checks the 
employee’s identification. A manual fuel log is completed which captures the driver’s 
name, identification, vehicle license plate number, amount of fuel dispensed, signature of 
the driver and signature of the Public Safety Officer.  

We performed a review of the fuel logs maintained at AHP’s Public Safety Office for the 
period January 2009 thru August 2010 to determine whether only authorized vehicles 
were being fueled at the fuel depot. Our review included comparing the license plates of 
the vehicles listed on the fuel log to the plate numbers of authorized vehicles as provided 
to us by NHCC management. Our review revealed 20 vehicle plate numbers (see Audit 
Finding (13), NHCC Management Allows Unauthorized Vehicles and Drivers to Fuel 
Vehicles) that were not on the list of authorized vehicles, including one private license 
plate number belonging to a Vice President (“VP”) of NHCC. According to NHCC 
management, this employee received verbal approval from the previous NHCC President 
to have his personal vehicle fueled at AHP as reimbursement for using his vehicle to 
conduct business travel for NHCC. NHCC management indicated that:  

• there is no written documentation to support this arrangement and approval;  

• the current NHCC President is aware of the arrangement;  

• the arrangement is not renewed annually; 

• the employee is not required to document his business mileage; and  the value of    
the fuel is not included on the employee’s W-2 as compensation. 

For the period reviewed, we noted that 992 gallons of fuel were pumped into the VP’s 
vehicle. 

According to the NHCC Budget Office, all other employees of NHCC are given cash 
reimbursements for business travel expenses, including business mileage incurred with 
their personal vehicles, after submission of travel expense forms.  
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Audit Recommendations: 
NHCC management should: 

a) Adopt written fueling and vehicle use policies (that do not circumvent IRS 
regulations);  

b) stop the practice of fueling unauthorized private vehicles; 

c) investigate and recover past unauthorized fueling; 

d) require that the employee provide management with a proper accounting of the 
business mileage incurred in writing. Management should maintain these records 
for audit purposes;  

e) ensure that the gasoline provided to the employee is limited to cover business 
mileage. If the employee is not required by NHCC to maintain business mileage 
records, then the value of the gasoline provided should be reported on the 
employee’s annual W-2 as compensation; and  

f) require the employee to follow NHCC’s travel policy procedures as other 
employees whereby business mileage would be reimbursed after submission of  a 
properly approved expense form.  

 

Audit Finding (13): 

NHCC Management Allows Unauthorized Vehicles and Drivers to Fuel Vehicles  
Unauthorized vehicles are fueling at AHP’s fuel depot. In addition, we noted that drivers 
who were not authorized by management used NHCC fleet vehicles. 

We performed a review of the fuel logs maintained by AHP’s Public Safety Office for the 
period January 1, 2009 through August 24, 2010 to determine whether only authorized 
vehicles (as indicated on the list of vehicles provided to us by NHCC management) were 
being fueled at the depot. Our review revealed 121 entries where the vehicle license plate 
number recorded on the fuel log was not on the list of authorized vehicles, or was 
recorded incorrectly19 (i.e., transposition of numbers, or erroneous characters).  Including 
one entry where the quantity of fuel pumped was also not recorded (see Audit Finding 
(14) Fuel Inventory Was Not Monitored to Safeguard against Theft or Ground 
Contamination Resulting from Leaking Tanks).  

Within the 121 entries, we identified 14 license plates that were not on the authorized 
vehicles list. A total of 1,293 gallons of fuel was pumped into these vehicles during the 
period. Seventy-seven percent of this amount (992 gallons) was pumped into the VP’s 
personal vehicle (Audit Finding (12) Privately-Owned Vehicle was Allowed to Fuel at A. 
Holly Patterson Depot Without Written Authorization or Supporting Documentation to 
Account for Business Use). The drivers for eight of these vehicles were not listed on the 
Schedule of Authorized Drivers provided to us by NHCC management. Nineteen license 

                                                 
19 The erroneous or unauthorized license plate number may be included multiple times in the 121 entries. 
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plate numbers were incorrectly recorded. For example, a vehicle listed as plate number 
L75475 was listed on the fuel log as plate number K75475.  

Thirty-one of the 121 entries in the fuel log were missing the signature of the Public 
Safety Officer. 

NHCC management is not enforcing its fueling procedures, which allows the system to 
be circumvented. On numerous occasions, fuel was taken without the presence of a 
Public Safety Officer because there was no signature in the log evidencing his presence. 
In addition, management is allowing unauthorized drivers to operate NHCC vehicles. All 
of these factors increase the risk of unauthorized usage of gasoline from the fuel depot 
and increased the risk associated with unauthorized operators of NHCC vehicles. 
 

Audit Recommendations: 
NHCC management should enforce its procedures to ensure that: 

a) unauthorized vehicles are not  fueled at the depot, and that fuel log entries are 
correct, including the signature of the Public Safety Officer present during 
fueling;  

b) no fuel is dispensed without the presence of a Public Safety Officer;  

c) only authorized drivers operate NHCC vehicles; and  

d) all past fuel usage by unauthorized vehicles is investigated and, if necessary, all 
costs for unauthorized fueling be recovered. 

 

Audit Finding (14): 

Fuel Inventory Was Not Monitored to Safeguard against Theft or Ground 
Contamination Resulting from Leaking Tanks  
Based upon our review, there appeared to have been an over 300-gallon shortage of the 
fuel inventory maintained at the AHP fuel depot tank during the audit period. 

For the period January 2009 to August 2010, NHCC spent $32,787 for gasoline 
purchases. We tested five periods of fuel inventory and found fuel inventory shortages. 
The capacity of the fuel tank at AHP is 1,000 gallons. A daily dipstick reading is taken 
and logged. The fuel used is 87-octane regular gasoline. Gasoline is ordered when the 
current inventory level reaches 500 gallons. On a monthly basis, an AHP employee 
summarizes fuel usage by department as recorded in the fuel log and manually enters it 
into a Gas Report. Delivery of fuel is also recorded in the Gas Report. AHP management 
did not perform a reconciliation of the fuel inventory. In addition, according to AHP 
management, the fuel log and Gas Reports were not reviewed by supervisors for 
oversight purposes.  

The five periods selected for testing from the Gas Report were: January 6, 2009 to 
February 12, 2009; August 13, 2009 to September 22, 2009; February 24, 2010 to March 
10, 2010; March 26, 2010 to April 23, 2010; and June 30, 2010 to July 26, 2010. The 
calculated balances of ending inventory for four of the five periods tested did not agree 
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with dipstick readings taken at the end of each period. The balances reflected a shortage 
of 324.4 gallons. For example: 

• For the period March 26, 2010 to April 22, 2010, the dipstick reading recorded 
671 gallons of gasoline as the ending inventory balance; our calculation of the 
ending inventory indicated that the ending inventory balance should have been 
844.7 gallons, a shortage of 173.7 gallons; 

• For the period August 13, 2009 to September 22, 2009, we calculated a shortage 
of 66 gallons; a fuel log entry on 9/6/09 did not record the license plate number of 
the vehicle or the number of gallons pumped; 

• For the period February 24, 2010 to March 10, 2010 we noted a shortage of 34.8 
gallons; and 

• For the period June 30, 2010 to July 26, 2010, we noted a shortage of 49.9 
gallons.  

As a result of the lack of fuel reconciliation and oversight, there was a greater risk of the 
unauthorized usage of the fuel at the depot. 
 

Audit Recommendation: 
NHCC management should: 

a) ensure proper oversight of the fuel inventory which should include periodic 
reconciliations and review of the fuel logs to ensure that all data is correctly 
entered, evidence of this review should be maintained;  

b) implement procedures to formalize the Gas Reports and ensure that they are 
regularly distributed to each department using fuel for its review and oversight. 
Evidence of this review should be maintained for audit purposes; any unusual 
variances should be identified and investigated, and 

c) conduct a thorough inventory reconciliation for the last year to account for 
missing fuel inventory, and ensure that the underground tank did not leak and 
contaminate the ground or water supply. 
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Appendix 
 
 
 

Written Comments to Draft Report Issued by the Office of the 
Comptroller, Nassau County, dated January 21, 2011 

______________________________ 
 
Nassau Health Care Corporation (NHCC) is proud of the improvements that have been achieved 
since it was awarded Public Benefit Corporation status.  The following table indicates how NHCC 
has successfully reduced bad debt and increased net patient service revenue since assuming 
responsibility for operating Nassau University Medical Center, A. Holly Patterson Extended Care 
Facility and the local Nassau County health centers.  In 2000, bad debt expenses at these facilities 
were $69.5 million (23% of net patient service revenue).  By 2009, NHCC had reduced bad debt 
expense to $41.6 million (13.5% of net patient service revenue).  This remarkable achievement has 
resulted in an increase in net patient service revenue of more than $199 million over the past nine 
(9) years, and culminated in the first profitable year at NHCC.  
    

Year 

Bad debt 
Expense             
(in Millions) 

Increased
Net 
Revenue 

2000  $         69.5   
2001  $         50.8   $       18.7  
2002  $         50.0   $       19.5  
2003  $         47.5   $       22.0  
2004  $         47.6   $       21.9  
2005  $         45.3   $       24.2  
2006  $         50.9   $       18.6  
2007  $         45.8   $       23.7  
2008  $         46.7   $       22.8  
2009  $         41.6   $       27.9  
   $     199.3  

 
 
Healthcare is a complicated and highly regulated industry which will become even more complex 
as health reform is implemented at a time when federal, state and local governments lack the 
resources to support the necessary transformation of those healthcare organizations required to 
meet the needs of millions of newly insured individuals.  For this reason, reviews such as the one 
conducted by the Comptroller’s Office are helpful as NHCC redesigns its organization to meet 
these challenges.  
  
To demonstrate the complexity of healthcare reimbursement and operations we offer the following 
scenario:  
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Imagine three patients in the same room, suffering the same medical problem.  The patients are 
admitted the same day and receive the exact same services from the same caregivers.  All three 
are hospitalized for three days and all three incur hospital charges totaling $15,000.00 (comprised 
of the same combination of room and board charges, operating room charges, recovery room 
charges, anesthesia charges, and the same tests and medications).  The three patients are 
discharged the same day.   
 
In most businesses all three “customers” would receive a bill for the exact same amount - 
$15,000.00 (or $45,000 in the aggregate).  However, that seldom occurs in healthcare.  In fact, the 
more likely result is that the hospital will receive three different amounts. 
     
Patient A has no insurance but is eligible for NHCC Financial Aid.20  Based upon his income, this 
patient’s bill is reduced to $150.00 for the entire three days of hospital care.   
 
Patient B is covered by Medicare.  Upon discharge, the hospital will analyze the patient’s medical 
record and employing a coding system applicable to Medicare, Patient B’s hospital stay is 
assigned a MS-DRG (Medicare Severity Diagnosis Related Group) and that DRG will determine 
the amount Medicare will reimburse the hospital for the care provided to Patient B.  In this case, 
Medicare determines that the hospital will be paid $6,850.00.  However, the patient has an unmet 
deductible of $850.00.  Accordingly, Medicare will pay the hospital $6,000.00, and the hospital will 
be required to collect the remaining $850.00 from Patient B.   
 
Patient C is insured through his workplace.  The hospital has a contract with that insurer.  The 
contract provides for the insurance plan to pay the hospital 75% of its charges (less any co-pay for 
which the patient is responsible).  The hospital’s charges were $15,000.00, so the insurer issues a 
check for $10,900.00 (75% of charges less the patient’s co-pay) and the hospital must collect the 
patient’s $350.00 co-pay.     
 
In the above illustration, the hospital’s charges for caring for the three patients totaled $45,000.00 
($15,000.00 x 3) but the hospital received a total of $18,250.00 (assuming each patient paid the 
amount which they were responsible to pay).   
     
This example is offered to demonstrate the very complex rules governing hospital reimbursement 
and to draw attention to the point that charges are seldom a predictor of net patient service 
revenue.  Knowledge of this key information is critical to evaluating financial performance at any 
hospital.    
   
In the following pages we will comment and respond to each of the Comptroller’s Audit Findings 
and Recommendations.  We will identify areas where we disagree with the Comptroller’s Audit 
Findings and Recommendations as well as areas where the Comptroller has properly identified 
opportunities for NHCC to improve its internal controls, financial performance, business processes 
and procedures.  

                                                 
20 New York State mandates that all hospitals offer a Financial Assistance Program to uninsured patients.  
For those patients who are at or below 100% of the Federal Poverty Level, the hospital must reduce the 
patient’s bill to a nominal amount established by the Department of Health.  Currently that amount is $150.00 
for an inpatient hospital stay.     
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Audit Finding (1) – As of 12/31/2009 Accumulated Pre-Billing Errors and 
Missing Patient Registration Information Resulted in the NHCC having 
Unbilled Patient Services and Lost Revenues of $3.5 to $6.5 million  
 
NHCC Response: 
 
NHCC disagrees with this Audit Finding.  The Finding violates the very basic rule that charges are 
not a predictor of net patient service revenue in a hospital setting.  Although the Audit Finding 
mentions a $6.5 million number, the Comptroller’s Report quickly concedes that their actual 
Finding is the possible loss of $3.5 million in charges due to pre-billing errors and missing patient 
registration information.   
 
NHCC believes the amount of net patient service revenue that might have been lost due to errors 
and inaccurate registrations is actually $391,000 (the equivalent of less than one-tenth of one 
percent of NHCC’s net patient service revenue).     
     
As indicated in the Comptroller’s Report, NHCC’s staff utilizes a number of different reports to 
identify and follow-up on patient accounts which are unable to be billed due to incomplete or 
inaccurate patient/insurance data.  When a data deficiency occurs, the hospital’s billing system 
(Eagle) will hold the account open until all required information is obtained.  This is done to ensure 
that only accurate and compliant bills are sent to responsible payors.     
 
Reports are distributed to those NHCC employees who have exhibited the greatest expertise in 
securing accurate patient/billing information.  Once the correct information is obtained, Eagle is 
updated and a bill is sent to the responsible payor.     
 
The Comptroller noted that as of 12/31/2009 the hospital had unbilled charges (for inpatient and 
outpatient care) totaling $6,568,145.  However, as indicated above, charges are not an accurate 
predictor of the amount a hospital will receive when payment is made.  Depending upon the 
responsible payor, net patient service revenue may be a small fraction of the hospital’s charges.  
 
The Comptroller’s $6.5 million number was reduced to $3.5 million once they properly excluded 
accounts pending payment from Medicaid and/or self-pay patients.21.   The Audit Findings go on to 
erroneously suggest that $3,536,20722 may have been lost by NHCC due to the passage of time 
(noting that a bill received by a payor more than 90 days after service may not be paid due to the 
bill being “untimely)”23.  However, while the Comptroller’s Report properly backed out unbilled 
Medicaid and unbilled self-pay accounts from the calculation of potentially “lost” revenue, it 
erroneously included Medicare accounts, which like Medicaid and self-pay, do not have a 90 day 
billing limitation.   
  
Given the payor mix at the hospital it is likely that Medicare accounts represented one-third of the 
$3.5 million and therefore that number must be reduced to $2.3 million.    

                                                 
21 The Comptroller’s Report acknowledges that these accounts fall outside their findings since these “payors’ 
have a much longer timeframe for billing and collection. 
22 The amount shown in the Comptroller’s report is expressed in charges which, as previously indicated, is 
an inaccurate predictor of the net patient service revenue received by NHCC  
23 In 2010 New York State enacted managed care reform legislation that extended the “timeliness” period to 
a minimum of 120 days.   



Appendix – NHCC Response and Auditor’s Follow-up 

Limited Review of Nassau Health Care Corporation 
29 
 

Finally, as described in our response to Audit Finding 1a) (see below) – more than $950,000 of 
unbilled inpatient accounts had dates of service from 1998 – 2007.  NHCC maintains that it is 
inappropriate for the Comptroller’s Report to cite accounts from 1998 – 2007 since these accounts 
have nothing to do with current operations.  When we deduct the 2007 and earlier accounts, 
another $950,000 of charges are eliminated, reducing the Comptroller’s finding to $1,350,000 in 
charges.      
 
In the final analysis, once Medicaid, Medicare and self-pay accounts (as well as unbilled 
discharges that occurred in the years 2007 and earlier) are excluded from the $6.5 million 
mentioned in the Comptroller’s Finding, all that remains is $1,350,00 in charges for those claims 
having a 90 day timely filing requirement.    
     
At NHCC the payment to charges ratio for commercial insurance accounts is 29%.  Applying that 
percentage against the $1,350,000 in charges, leaves $391,500 of possible lost revenue due to 
pre-billing errors and missing patient registration information.    
    
NHCC understands the importance of timely billing and effective collection.  We believe our 
financial management of patient billings, which has allowed NHCC to reduce bad debt expense by 
nearly $200 million since 2009, speaks volumes in that regard.        
 
Audit Finding 1a) Inpatient Pre-Billing Errors Were Not Effectively 
Corrected on a Timely Basis Resulting in Accumulated Revenue Losses 
of at Least $2.3 million by 2009 Year End   
 
NHCC Response: 
 
The Comptroller’s Audit improperly concluded that NHCC had lost revenue of $2.3 million due to its 
failure to effectively utilize management reports.  It was improper for the Comptroller to include 
accounts that became uncollectible in 2007 and earlier when issuing a Report seeking to assess 
NHCC performance in 2009.   
 
The Report indicates that the Comptroller’s office monitored the Hospital General Verification File 
Report and the Inpatient Billing Delay Listing for the period January 2009 – March 2009 and 
October 2009 – December 2009.  Utilizing these reports, the Comptroller’s examination was 
intended to measure NHCC’s effectiveness in working these reports to ensure that potential errors 
were corrected in time for the hospital to bill for its services within the ninety (90) day timeframe 
established by the Comptroller.   
       
The chart on Page 3 of the Comptroller’s Report suggests that 108 inpatient accounts, with 
charges totaling $1,493,583 were allowed to age beyond ninety (90) days without correction.   
 
On closer examination, it is clear that the Comptroller is including more than $1.1 million in 
charges relating to patient services provided during the time period 1998 through 2008.  Fifty-two 
of the (61) accounts listed on page 3, in the category “Principal Diagnosis Code Missing” all have 
dates of service ranging from 1998 – 2007 (see chart below).  
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DISCHARGE 
YEAR 

 ESTIMATED 
CHARGES  

ESTIMATED 
REIMBURSEMENT DISCHARGES  

1998 $16,632 $17,736 3
1999 18,138 17,348 3
2002 40,855 15,508 4
2003 129,929 120,056 7
2004 515,790 227,428 19
2005 61,682 37,305 12
2006 12,610 3,254 1
2007 88,791 11,828 3
2008 220,351 64,455 9
Total $1,104,778 $514,918 61

 
Additionally, the five (5) accounts listed in the category “CDC Charge Code” are all accounts with 
dates of service ranging from 1998 – 2005.  The estimated charges on these five (5) accounts 
total $64,881.   
 
It is unfair for the Comptroller, in 2009, to cite these 57 accounts, with charges totaling $951,000 
as evidence that NHCC does not effectively use its reports to prevent accounts from aging over 90 
days.  The net patient service revenue on these 57 accounts was lost years earlier and do not 
reflect the efforts of NHCC’s staff in 2009 and 2010 properly manage its accounts receivable in a 
way that will eliminate lost revenue.    
      
For the reasons indicated above, NHCC disagrees with the Comptroller’s conclusion that 
“management did not effectively and efficiently utilize the controls” that were created to monitor 
unbilled accounts.  Rather, it is NHCC’s position that management and our employees have 
actually improved at working these exception reports.      
 
On a further note, many of the errors that cause accounts to hit these exception reports will be 
eliminated as NHCC implements electronic health records.  The hospital is more than one-half of 
the way toward that event on inpatient accounts, and will have full electronic medical records in our 
Ambulatory Departments and our Emergency Department before the end of 2011.   
 
Auditors’ Follow-up Response: 
 
The amounts of unbilled patient services and gross charges cited in Audit Findings (1) and (1a) 
were based upon the Aged Receivables dated 12/31/09. In addition to excluding Medicaid gross 
charges less than two years old and self-pays, we have also excluded Medicare gross charges less 
than two years old, and adjusted our numbers accordingly. We included all accounts listed on the 
Aged Receivables regardless of discharge dates. 
 
Audit Finding 1b) Outpatient Pre-Billing Errors From Incorrect Systems 
Implementation and Usage Resulted in Accumulated Lost Revenues of 
Over $1.2 Million Through Year End 2009 
 
 
 



Appendix – NHCC Response and Auditor’s Follow-up 

Limited Review of Nassau Health Care Corporation 
31 
 

NHCC Response: 
 
NHCC disagrees with this Audit Finding.  The Comptroller’s staff utilized the hospital’s Open Visit 
Report, a report known to have significant flaws, when arriving at its conclusion that pre-billing 
errors resulted in lost revenue at NHCC.     
 
Upon implementation of MedAptus24 in May 2009, most hospital outpatient visits close as soon as 
the physician enters charges and a diagnosis into the MedAptus electronic charge entry system.   
The MedAptus system has actually made NHCC more efficient.  Since its implementation, 
physician billing and collections have increased by more than $1.2 (see chart below). 
 

Year 
Billable 

Procedures Charges Collections 
% of 

charges 
2009       704,273   $137,772,303  $    19,366,038  14.06% 
2010       746,840   $146,236,292  $    20,620,621  14.10% 

Change         42,567   $    8,463,989  $      1,254,583  14.82% 
 
Prior to the implementation of MedAptus, all physicians billing was done on paper charge tickets.  
These charge tickets were completed by the treating physician and ultimately submitted to a billing 
entity to generate a bill.  The paper charge tickets were also used by NHCC clerks to close all 
outpatient visits in order for the hospital to generate its bill.  
       
With MedAptus, once patients arrive at their appointment, they are assigned to a physician and it is 
that physician’s responsibility to utilize MedAptus to document the care provided (enter charges).  
MedAptus is regularly updated to note all newly created CPT-4 codes and issues cautions to 
physicians if they attempt to select a discontinued CPT-4 code.  MedAptus has improved the 
number of procedures billed, the dollar value of procedures billed and cash collected (see chart 
above).    
 
An HL725 interface ensures that all necessary information, including the charge information input by 
the physician is immediately sent to both the physician billing company and to Eagle.  MedAptus 
removes the “front desk” clerk from the process of manually closing visits in Eagle and allows our 
clerks to spend more time securing proper patient information and improve patient throughput and 
patient satisfaction.     
    
The Open Visit Report was developed prior to the implementation of MedAptus.  It was intended to 
identify situations where the clerk failed to enter into Eagle the required information from the 
physician charge ticket.  Without that information, Eagle could not release a bill.  
      
The Comptroller’s Audit concluded that NHCC failed to ensure that Eagle was fully compatible with 
the MedAptus system.   
 
NHCC was aware of this problem well before the Comptroller’s Audit occurred.  In fact, as early as 
May 2009, the official “go-live” date for MedAptus, IT and Patient Accounts staff were already 
making changes to Eagle in order to more accurately report Open Visits.  In April 2010 NHCC hired 
a Director of Professional Fee Billing.  Since her hire, she has been working with IT and Patient 

                                                 
24 MedAptus is an electronic charge entry system that allows physicians to immediately bill for their services  
25 An HL7 interface allows for the secure transfer of healthcare data between two disparate systems  
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Accounts to make the Open Visit Report a tool that is compatible with the new workflows created 
by MedAptus.  While progress has been made, there are still “Open Visits” on the Report that have 
actually been closed and billed by Eagle.     
Over the past year and one-half, NHCC has been monitoring this situation and updating Eagle to 
accept all of the codes that physicians now use.  Whenever a problem is identified it is brought to 
the attention of our IT Department and they take the necessary steps to update Eagle.  
       
The Comptroller’s Audit also found that our physicians were not entering data in MedAptus in a 
timely manner. 
   
That issue has been tracked from the moment MedAptus was implemented.  When there is an 
instance of a physician not charging on a timely basis that information is reported to the 
Department Chair.  We disagree with the Audit finding that the MedAptus system does not have 
controls to track when patient billing information is entered.  The MedAptus software provides 
Department Chairs with a real-time dashboard to monitor their staff’s billing compliance.  In 
addition, NHCC has continuously provided MedAptus training to new providers who have joined 
our staff, as well as existing providers who still have difficulty utilizing the software.   Training 
always includes a reminder as to the importance of charge entry on a daily basis. 
        
The Comptroller’s Audit concluded that the dollar value of unbilled visits for outpatient services for 
the period 1/1/10 – 4/30/10 increased over the same period in 2009.  However, we believe that the 
Audit fails to take into account the Open Visit Report issues indicated above.  There are still many 
accounts that are closed and billed in Eagle, but the account is still resident on the Open Visit 
Report. 26   
 
The Comptroller concluded that NHCC lost $1.2 million in outpatient collections (once again the 
amount is stated in charges and Medicare accounts were included).  NHCC does not have the 
work papers to determine how that number was calculated.  We do know that relying on the Open 
Visit Report will almost surely result in confusion unless the user is fully versed with the issues 
mentioned above.      
 
Auditors’ Follow-up Response: 
 
In their response to our findings NHCC acknowledged  that the Open Visit Report had “significant 
flaws”. However during the audit we were informed by management that the Open Visit Report was 
being utilized to identify and correct pre-billing errors. 
 
NHCC disagrees with the audit finding that the Medaptus system does not have controls to track 
when patient billing information is entered, however during the audit we were advised that 
Medaptus does not produce reports that would track the exact times of physician code entry.   
 
The amount of unrecoverable gross charges has been adjusted to reflect the exclusion of Medicare 
gross charges less than two years old, and again is based upon unbilled gross charges on the Aged 
Receivables, not upon the Open Visit Report. 
 

                                                 
26 Once all of the modifications are made to the Open Visit Report situations such as no-shows and/or 
cancelled visits and/or other situations where a facility bill should not be generated will appropriately be 
eliminated from the Open Visit Report  
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Audit Finding 1c) Management Effectiveness to Control Pre-Billing 
Errors Worsened from 2009 to 2010  
 
NHCC Response: 
 
We disagree with this finding.  The Auditor’s use of the Open Visit Report likely explains this error.   
 
Management and staff at NHCC continue to monitor registration processes in an effort to improve 
the intake of data.  There are currently two workgroups writing desk side “playbooks” with step-by-
step instructions on how to properly interview and register patients.  We believe that this initiative 
will substantially reduce the number of registration errors that cause needless extra work to obtain 
missing or incorrect data.   Furthermore, the denial management software that has been 
implemented (see more about this in our response to Audit Finding 2 and 3) will also help us 
identify the most common registration errors that result in delayed or improper billing.  
     
With regard to the specific recommendations made by the Comptroller’s office, we respond as 
follows: 

a) The reports that NHCC utilizes to identify errors that might result in untimely billing are 
important tools.  NHCC will continue to ensure that a) these reports are modified and 
updated as needed; and b) that the reports are utilized by our staff on a timely basis.  
Management must continue to use these reports to identify areas where mistakes occur 
most frequently.  Once these areas are identified, focused training will help to eliminate 
these common, yet potentially costly errors.    

b) Ongoing training in “the art of the interview” is essential.  As previously mentioned, the 
initiative that is already underway to create desk side playbooks offering a step-by-step 
explanation on how to conduct a proper registration should be particularly helpful to all 
registration personnel.   

c) For the past several months, management has been working with IT to modify reports 
so that they provide more accurate information about accounts that require work in 
order to move from unbilled to billed status.         

d) Since inception of the MedAptus system, management has stressed the importance of 
daily charge entry.  We have added an assessment of timely billing to the agenda of 
every monthly review meeting with Department Chairs so they can better manage the 
timeliness of billing by the providers that report to them.  Our training (new providers) 
and retraining (existing providers) efforts on the MedAptus system stress the 
importance of daily charge entry as the most effective way to manage billing and ensure 
maximum collections.  As shown above, the number of procedures billed by our 
physicians and the dollars collected from those billings all grew from 2009 – 2010. 

e) We have made numerous corrections to Eagle in order to ensure that Eagle will receive 
all of the billing data sent to it by MedAptus.  This process will continue as we identify 
new codes that must be updated in Eagle.     
 

Auditors’ Follow-up Response: 
 

The Comptroller’s Office stands by its findings. 
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Audit Finding (2) - Contracts Are Awarded without Competitive Bidding 
and Possible Conflict of Interest 
 
NHCC Response: 
 
NHCC disagrees with the Comptroller’s findings concerning the contract between NHCC and 
Deloitte and Touche, Inc. (“D&T”) dated May 11, 2009 (the “Agreement”) and the four subsequent 
amendments.  No conflict of interest exists and NHCC abided by all New York State guidelines.   
 
Based on the scope of this project (a comprehensive review of NHCC’s financial and operational 
performance), it was impossible to specify all of the details and address future revenue 
opportunities at the time the Request for Proposal was originally issued or when the D&T 
Agreement was ultimately negotiated following a competitive bidding process.   
 
From the outset, it was the intention of the parties to proceed with a series of amendments that 
addressed NHCC’s needs identified by the D&T while its review and assessment was underway.   
 
NHCC published a Request for Proposal (“RFP”) in February 2009 seeking Corporate 
Organization/Restructuring Professional & Management Support Services.  In order to successfully 
implement this complex long-term project with a single business partner, the RFP outlined several 
different services and skills that were required (e.g. project management, research, data collection 
and analysis, professional consulting, reporting and implementation, all of which are described in 
great detail in the RFP).   
 
NHCC’s selection committee found D&T to be the vendor providing the best combination of skills, 
expertise and value.  Subsequently, the NHCC Board of Directors authorized execution of an 
Agreement between NHCC and D&T.   
 
The Agreement was heavily negotiated and designed to (i) enable D&T to provide a 
comprehensive analysis and report and (ii) delineate the underlying terms and conditions that 
would govern future amendments necessary to fully implement the program envisioned by NHCC.   
 
As outlined in the Agreement, the original scope of services was essentially an assessment and 
analysis of NHCC’s financial and operational performance which would result in a comprehensive 
report outlining recommendations to improve operations and efficiency.  The Agreement clearly 
states that all decisions with respect to implementation and D&T guidance solely rested with 
NHCC.   
 
The Audit Report incorrectly characterizes the four amendments as new contracts.  Based on the 
nature of the project, it was necessary to proceed through multiple amendments because 
additional recommendations and implementation phases would logically follow and be influenced 
by prior amendments.  The subsequent four amendments were part of a larger plan to (i) explore a 
potential corporate acquisition opportunity, (ii) increase Medicaid reimbursements, (iii) redesign 
revenue cycle programs with respect to better denial management and charge capture through 
improvements in processing claims and (iv) assist NHCC in the selection of a complex Emergency 
Department Information System.   
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The Audit Report suggested that there may have been a conflict of interest with respect to NHCC’s 
agreement to implement D&T’s Denial Management Tool software (“DMT”).  However, prior to 
acquiring DMT, NHCC had considered three other denial management systems (Emdeon’s Denial 
Manager; CSC Group’s Papers Solution; and Ernst & Young’s Denial Management System).  It 
was determined that all of the systems were comparable insofar as the specific needs of NHCC, 
and that the purchase of DMT made sense both operationally and financially. 
 
The purpose of DMT is to identify claim denials at the time of receipt at the hospital and 
systematically build work lists for NHCC employees to provide timely follow-up with the payor 
resulting in denial reversal and payment of the claim.  Without DMT, NHCC could run the risk of 
failing to timely work costly denials.  D&T’s familiarity with NHCC’s systems and goals, coupled 
with the simplicity of implementing DMT into NHCC’s operating environment made it the best 
choice for NHCC.   NHCC believes the procurement process was carried out in compliance with 
NHCC’s policies and procedures and without any conflict of interest.     
 
The suggestion contained in the Audit Report that NHCC should have issued new RFPs for each 
amendment/stage is unreasonable and would have been counterproductive.  Furthermore, the 
Audit Report suggests that there is no evidence to indicate that NHCC management performed an 
independent review of D&T’s assessments, however, all implementation decisions were ultimately 
made by a team of NHCC finance and business professionals based on NHCC’s own critical and 
independent analysis of D&T’s recommendations and NHCC’s Board of Directors approval.   
 
Auditors’ Follow-up Response: 
 
The Request for Proposal (“RFP”) that was awarded to Deloitte & Touché (“D&T”) Consulting 
was for a contract in the amount of $250,000. Amendments #1 through #4 for amounts ranging 
from $180,000 to $3,240,000 for additional services significantly changed the services of the 
original contract, and we stand by our recommendation that the amendments should have been 
subjected to the RFP process. 
 
In addition, the projected financial improvement was based upon D&T’s estimates and was not 
independently verified by NHCC. 
 
Audit Finding (3) – Contingency Fees Paid to Consultant Without 
Required Support 
 
NHCC Response: 
 
NHCC negotiated a lower contingency fee on recoveries realized through the use of DMT in 
exchange for a $550,000 payment (in four equal monthly installments) made to D&T following the 
signing of Amendment #3 which involved the purchase and implementation of D&T’s DMT.    In so 
doing, NHCC did not violate any law and made an appropriate business decision.   
 
Amendment #3 called for the pre-payment of four equal monthly installments of $137,500 
beginning with the month in which Amendment # 3 was signed.  That pre-payment was to cover 
the purchase and implementation of DMT.  The advance was requested by D&T knowing that they 
would be working a considerable number of hours implementing DMT and training NHCC staff on 
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its usage before realizing any financial benefit from DMT.  It was agreed that this advance would 
cover those hours and that any excess funds would be applied, as a credit,  against contingent 
fees owing D&T as a result of NHCC’s use of the tool.  Once the advances were fully expended, 
NHCC would pay monthly contingent fees based upon success realized as a result of the use of 
DMT.  The basis for determining contingent fees owed to D&T as a result of NHCC’s use of DMT is 
straightforward.  It is a specific formula that calculates the revenue generated from cases that had 
been denied but were then reconsidered and paid.  To the extent dollars collected are greater than 
the baseline amount27 which was calculated by NHCC and D&T prior to implementation of DMT, 
then D&T receives a contingent fee against those incremental dollars.         
 
If NHCC staff appeared to lack the proper training in DMT or did not fully understand the software’s 
benefits to NHCC, it was likely due to the fact that the Comptroller’s Audit was being performed at 
precisely the same time that DMT was being implemented.  Accordingly, the staff was first 
becoming familiar with the software and its capabilities and was not yet educated as to how 
contingent fees were to be calculated.     
 
The Auditor Finding indicating that DMT does specify the reason for denial is totally wrong.  The 
DMT defines the cause for the denial and forwards the denial to the work list of the employee(s) 
best-suited to cure the denial.  However, it is the job of the staff assigned to work denied accounts 
to investigate and rectify the denial.   
 
DMT obtains all of its information from Eagle.  It is imperative that staff document their work efforts 
in Eagle when working denied accounts so that both Eagle and DMT are similarly documented.  
Once a denial has been rectified, Eagle is updated with the payment amount and DMT will no 
longer report the account on any work list.    
 
With respect to the Auditor’s Recommendations, we wish to point out that all were implemented 
and are in place well before the Comptroller’s Report was released.     
 
Auditors’ Follow-up Response: 
 
The $550,000 payment by NHCC to D&T was not for the purchase and implementation of the 
Denial Management Tool (“DMT”), but was for an “incentive fee” (contingency fee) which was an 
advance payment for projected financial improvement from the DMT. The projected financial 
improvement, as stated above, was based upon D&T’s assumptions. The implementation of the 
DMT was paid for by a separate payment by NHCC for $250,000 and an annual subscription fee of 
$75,000. 
 
The Comptroller’s Office stands by its finding that the contingency fee was paid without the 
required support. 

                                                 
27 The baseline amount is expressed as a percent of the amount of money collected from accounts that were 
denied six months prior to the implementation of the DMT and which subsequently received a payment within 
the six month period following the original denial.  For purposes of this example, we will assume that NHCC 
had a 25% reversal rate (in dollars) prior to implementation of DMT.  That became the baseline.  Once DMT 
was implemented it began to track each denial for a six month period.  So, in June 2010, if NUMC received 
$1,000 in denials and collected $500 against those denials by December 31, 2010, then the recoveries 
exceeded the baseline by 25% or $250.00.  D&T would be entitled to bill the contingent fee against the $250 
that exceeded the baseline.  Once a denial ages greater than six months, any collections on that denial 
received after 6 months is without benefit of a fee to D&T.   
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Audit Finding 4 – NHCC Violated its Personal/Professional Procurement 
Policy 
 
NHCC Response: 
 
NHCC works diligently to enforce compliance with its procurement policies and procedures for all 
professional service contracts.  Through NHCC’s LD-200 process28, contract requests are subject 
to the review and approval of (i) the initiating Department, (ii) the Purchasing Department, (iii) the 
Budget Office, (iv) the Exec V.P./COO, (v) the V.P. for Finance and (vi) NHCC’s General 
Counsel/V.P. for Legal Affairs.  Subsequently, all contract requests are presented to the V.P. for 
Operations for additional discussion and approval prior to presentment to the President and Board 
of Directors and/or Finance Committee of the Board of Directors.   Once the basic contract terms 
have been approved by all of the parties listed above, the NHCC legal department works with the 
vendor to ensure that the terms of the final agreement are consistent with the approvals granted.  
Typically, each agreement will be sent to the vendor for execution prior to it being presented for 
signature by NHCC’s CEO.  At any stage in this process, any of the reviewing parties or bodies 
may reject the contract and question compliance with the procurement policy. 
 
It should be noted that in January 2009, NHCC revised its LD-200 policy and associated routing 
slip to, among other things, require the individual requesting the contract to check a box that 
specifically identifies the method of procurement (e.g. RFP, sole source, group purchasing 
organization etc.) and then provide details explaining and supporting the procurement and vendor 
selection in a text box.  These changes are designed to continue our efforts to achieve full 
compliance with appropriate procurement practices throughout NHCC. 
 
The Comptroller’s Audit notes that some contract files did not contain all necessary documentation.  
However, the documentation that could not be found in the contract file was readily available at 
other locations and the absence of the documentation from the contract files are not a violation of 
the procurement policy of NHCC or any of the rules and regulations governing procurement.  
Furthermore, NHCC is confident that its procurement process contains sufficient checks and 
balances to ensure that each contract is properly procured and authorized. 
 
Auditors’ Follow-up Response: 
 
The Comptroller’s Office requested all supporting documentation for the contract files reviewed. 
NHCC management had no process to review contract files for completeness. Our findings are 
based upon the contract files reviewed and documentation provided, and we stand by our findings. 
 
Audit Finding (5) – Payment Vouchers are Approved and Paid Without 
Complete Information or Adequate Supporting Documentation 
 

                                                 
28 The LD 200 is a document that is prepared by a Department Head seeking to engage a vendor to provide 
goods or services.  The document requires the requestor to indicate the goods/services that are needed, why 
and how the vendor was chosen, how that vendor can help fulfill the hospital’s need, and the vendor’s fee.  
The LD 200 must be approved by senior leadership.  The LD 200 is one of the tools used to inform the 
hospital’s Board of Directors about an NHCC need and the selection of a vendor who is capable of fulfilling 
that need.       
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NHCC Response: 
 
We are not aware of the vouchers that were reviewed by the Comptroller’s auditors which were 
found lacking necessary documentation.  As such, we are unable to agree or disagree with this 
finding.    
 
 Auditors’ Follow-up Response: 
 
NHCC indicated in their response that they are not aware of the vouchers, which were reviewed 
and were lacking documentation.  At the commencement of our audit, NHCC’s management was 
provided with a list of vouchers that were to be reviewed. In addition, at the exit conference, 
management was given the opportunity to request any documents we used to support the audit 
findings. The Comptroller’s Office stands by its findings.  
 
Audit Finding (6) – The NHCC Board Approved Procurement Policy for 
Legal Services is Flawed and May Have Resulted in Conflict of Interest 
and Improperly Charged Legal Services  
 
NHCC Response: 
 
There are no statutory or regulatory requirements mandating that legal services be procured 
through competitive bidding.  Moreover, the procurement laws empower the NHCC Board of 
Directors to determine, in their sole discretion, the manner of selection that will serve the best 
interests of NHCC when obtaining professional services.  Given the specialized skills and 
experience necessary to capably represent NHCC in diverse practice areas such as tax/bond 
matters, mental hygiene law, medical malpractice litigation and other specialties associated with 
hospital business, and the relationship of trust and confidence that is shared by attorney and client, 
the NHCC Board of Directors resolution approving firm selection and tier rates for legal services 
was entirely appropriate.  Nonetheless, while we do not agree with the suggestions made in the 
Comptroller’s Audit, we will share those suggestions with the NHCC Board of Directors. 
 
NHCC recognizes that certain invoices do not identify the title(s) of the individual(s) performing 
services.  However, in most instances the NHCC Legal Department has direct knowledge of the 
attorneys and support staff that represent NHCC.  Notwithstanding, we have been able to 
independently confirm the titles of the employees who provided service to NHCC and have 
requested that the titles of law firm staff providing services to NHCC appear on future invoices.  
With respect to perceived discrepancies in billing rates, NHCC is reviewing the invoices and if any 
errors exist, a refund/credit will be obtained by NHCC.  A copy of the rate schedule agreed upon by 
the law firm has been sent to each of the law firm’s billing departments. 
 
Auditors’ Follow-up Response: 
 
The legal services invoices that the Comptroller’s Office questioned, which did not identify the titles 
of the individuals performing services, was not reviewed by the Legal Department of NHCC. They  
were approved by managers at A. Holly Patterson, who were not familiar with the Tier I & Tier II 
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rates, or with the titles of the individuals who provided the legal services. The Comptroller’s Office 
stands by its findings. 
 
Audit Finding (7) – Formal Policies and Procedures for Capital Budgets 
are Lacking and Result in Unsupported Expenditures for Capital 
Projects and Legal Expenses 
 
NHCC Response: 
 
NHCC management disagrees with the finding that policies and procedures are lacking and there 
are unsupported expenditures.  
 
NHCC will provide the Comptroller’s office with the support and written policies under separate 
cover. 
 
Auditors’ Follow-up Response: 
 
The support for the IT Capital Project budget and the Legal Expenses budget recently provided by 
NHCC was requested multiple times during the audit fieldwork, but was not provided. We cannot at 
this time test the validity of the budget items listed supporting the IT Capital budget. In addition, the 
explanation provided for the Legal Expenses budget indicated that the budget was established for 
revenue cycle consulting engagements and other consulting engagements, as well as other 
unidentified expenses that were unrelated to legal expenses.  
 
Audit Finding (8) Poor Management of Non-Medical Employees Result in 
Excessive Overtime. 
 
NHCC Response: 
 
NHCC management disagrees with the finding that poor management of non-medical employees 
resulted in excessive overtime.  As quoted in Better Hospitals Clinical Operations Leadership 
Journal of Excellence, dated September 3, 2009, “Productive hospitals run 1% – 3% of overtime 
hours to total paid hours”. The class of employees reviewed by the Comptroller had overtime hours 
to total paid hours of 3% which is within the industry norm for “Productive Hospitals”. 
 
The average employee, in the non-clinical areas reviewed, earns fringe benefits in excess of 50% 
of their base pay. Overtime, on the other hand, is paid at straight time for the first 5 hours (weekly) 
and 1.5 times base pay rate for hours in excess of 5 (weekly) hours.  Thus, overtime is far more 
cost effective to NHCC than hiring excess staff to ensure par staffing under all circumstances. 
 
According to NHCC’s Collective Bargaining Agreement, an employee must notify a “supervisor on 
duty at least one (1) hour before the start of the employee’s shift on which such employee will be 
absent”.  With this dynamic in place, attempting to schedule additional employees to reduce 
overtime usage is impractical and will oftentimes lead to overstaffing.   
 
The Management of NHCC has begun to re-educate timekeepers and staff to the rules that must 
be followed by issuing a Human Resources bulletin outlining the issues addressed in the 
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Comptroller’s Report (e.g., missed punches and working through lunch) See “Attachment A” page 
2.  
 
Management is also currently in the process of transitioning from a decentralized timekeeping 
organization to one that is fully centralized.  The centralization of timekeeping functions will further 
ensure that payroll policies and controls are uniformly applied and enforced throughout the 
institution.    
 
Auditors’ Follow-up Response: 
 
The Comptroller’s Office stands by its findings that six of 157 departments were responsible for 
60% of the total overtime paid by NUMC in 2009, and that four employees cited were paid overtime 
in 2009 equivalent to 76% to 117% of their regular pay, which we consider excessive. 
 
Audit Finding (9) - Two Employees Promoted To and Functioning In 
Titles Outside of Their Civil Service Titles  
 
NHCC Response: 
 
Management strongly disagrees with the finding that NHCC has circumvented the NYS Civil 
Service Commission by promoting employees outside the competitive process. NHCC strictly 
enforces and abides by all Civil Service rules and regulations pertaining to classification, 
recruitment, hiring and promotions.    
 
A review of the job specifications for the employees in the job title of Resource Supervisor confirms 
that each of these employee are performing duties within the scope of responsibility  identified in 
the Civil Service job description for this title.   
 
The employees in question are Supervisors. The magnitude of supervision necessary for their 
areas of responsibility was significant due to implementation of new systems and a shortfall in 
overall supervisory staff in their Department.  This created a situation that required a significant 
amount of overtime and the need for these specific supervisors to be readily available to oversee 
their 24/7 operation. The employees were compensated correctly in accordance with the collective 
bargaining agreement. 
 
Prior to the issuance of the Audit Report, NHCC restructured its Patient Access/Patient Financial 
Services Departments and filled several vacant supervisory positions. These moves have 
eliminated the majority of the overtime for these two employees and also eliminated the need for 
on-call pay for one of the employees.    
 
Management has implemented an “on-call log” that is required to be submitted with the on-call 
authorization form so that management can monitor and evaluate the continuing need for on-call 
pay.   
 
Auditors’ Follow-up Response: 
 
The Comptroller’s Office reviewed the job functions of four Resource Supervisors.  Only the two 
cited in our finding had functional titles other than Resource Supervisors. These two had greater 



Appendix – NHCC Response and Auditor’s Follow-up 

Limited Review of Nassau Health Care Corporation 
41 
 

responsibilities, received beeper, stand-by, mealtime pay, and excessive overtime, which the other 
two supervisors did not receive.  
 
Even though NHCC “strongly disagrees” with this finding, NHCC has admitted that it has 
“restructured its Patient Access/Patient Financial Services Departments and filled several vacant 
supervisory positions. These moves have eliminated the majority of overtime for these two 
employees. 
 
Audit Finding (10) – NHCC Overcharged Nassau County $47,828 in 
Billing of Termination Pay 
 
NHCC Response: 
 
NHCC management concurs with this finding.  We are currently reviewing and rewriting our 
procedures to ensure termination pay will be billed in accordance with the Acquisition Agreement. 
 
With regard to the specific findings, Nassau County billing has been adjusted to correct for these 
discrepancies and NHCC has recouped, or will recoup against future payments, any overpayments 
made to employees. 
 
Auditors’ Follow-up Response: 
 
We concur with the corrective actions taken by NHCC. 
 
Audit Finding (11) – Inadequate Payroll Procedures Resulted in 
Underpayment of Vacation and Sick Leave Severance to Employees 
 
NHCC Response: 
 
NHCC management concurs with this finding.  In the rare instance of an employee breaking from 
service and being rehired within three years of termination at a different rate, our automated payroll 
system processes the termination pay at the latest system pay rate which may be different from the 
rate NHCC is contractually obligated to pay.    
 
NHCC management is in the process of reviewing and rectifying all instances of past payments 
with improper rates and will make sure that affected employees are properly compensated. Future 
severance payments will be carefully scrutinized prior to issuance until such time as an automated 
solution can be tested and implemented.   
 
Auditors’ Follow-up Response: 
 
We concur with the corrective actions taken by NHCC. 
 
Audit Finding (12) – Privately-Owned Vehicle was Allowed to Fuel at A. 
Holly Patterson Depot Without Written Authorization or Supporting 
Documentation to Account for Business Use 
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NHCC Response: 
 
NHCC disagrees with this finding.  The employee had verbal authorization from NHCC’s CEO 
permitting the employee to fuel his vehicle at the A. Holly Patterson fuel depot.   
 
The employee, formerly the Administrator at A. Holly Patterson (AHP) was verbally authorized by 
prior and current NHCC CEOs to fuel his vehicle at the AHP fuel depot during the period in issue 
(January 1, 2009 – August 30, 2010).  While there is no written authorization on file permitting 
the employee to fuel his personal car at the AHP fuel depot, the available information indicates that 
the employee received verbal authorization from two prior NHCC CEO’s (Mr. Turan and Mr. Kane).  
NHCC’s CEO, Mr. Gianelli, also provided verbal authorization when the employee informed him 
about this ongoing privilege.       
 
The arrangement was approved in lieu of the employee having to submit travel expenses for 
reimbursement pursuant to IRS regulations.   
 
Due to the nature of his duties and responsibilities, the employee made multiple daily trips to and 
from Nassau University Medical Center (NUMC) and AHP29.  Each round trip is 8 miles and it was 
not out-of-the ordinary for the employee to make two or more such trips each workday.  If the 
employee made 2 trips a day each day of the workweek, that would be 16 miles a day or 80 miles 
a week.  With IRS reimbursement rates at 50 cents a mile during the period in question, the 
employee would have received $40.00 a week in travel expenses just for his trips to and from 
NUMC and AHP.  It proved more cost effective to permit the employee to fuel at AHP’s fuel depot 
than to reimburse mileage costs to the employee.    
  
The employee followed protocol.  Whenever he obtained fuel it was entered in the fuel logs 
maintained at AHP.  The license plate on his personal vehicle was noted in the log along with the 
number of gallons he received.  The Audit Report notes that during this 20 month period a total of 
992 gallons of gas was received by the employee. Strictly from a financial perspective, neither the 
employee nor NHCC gained or lost money on this privilege accorded this employee.  
 
Relative to the Audit recommendations, NHCC wishes to report that it already has a written fuel 
and vehicle use policy that complies with IRS regulations.  NHCC does not now, nor has it ever 
permitted unauthorized vehicles to obtain fuel at AHP.  If there is an unauthorized use of fuel 
pumps at AHP the violating party is subject to discipline as well as payment for the value of the 
unauthorized fuel consumed.   
 
Auditors’ Follow-up Response: 
 
Since the employee that was fueling his private vehicle at the A. Holly Patterson fuel depot was not 
required to document in writing his business mileage, the benefit or cost of this privilege could not 
be determined.  Therefore it cannot be determined whether NHCC or the employee benefited from 
the privilege, or whether any of the fuel was used for personal mileage.  
 

                                                 
29 In addition to the frequent travel to and from NUMC and AHP, the executive also did other business-
related travel such as educational sessions; business meetings; etc. 
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Any agreement between an employer and an employee regarding employer-provided benefits should 
be in writing. In the case of transportation benefits, the business usage should be documented in 
writing. 
 
Audit Finding (13) – NHCC Management Allows Unauthorized Vehicles 
and Drivers to Fuel Vehicles 
 
NHCC Response: 
 
NHCC is unaware of any unauthorized vehicles being permitted to obtain fuel at AHP.   
As noted in the Comptroller’s Report, fuel is pumped only by an AHP Public Safety Officer.  Only 
NHCC owned vehicles, or any other vehicle appearing on an authorized list, may receive gas from 
the fuel depot at AHP.  The Public Safety Officer is required to maintain a log into which s/he must 
enter the license plate of the vehicle, the number of gallons pumped, the driver of the vehicle and 
the identification displayed as proof of identity.  In addition the driver of the vehicle receiving the 
fuel must also sign the log.  
 
We agree with the Comptroller that these procedures must be enforced, and we shall stress that 
point with the AHP Public Safety Officers.  Care must be taken to enter the correct license plate in 
order to remove any doubt as to the vehicle’s authorization to obtain gas at the AHP fuel depot.   
 
NHCC shall require periodic review of the logs and shall immediately investigate any suspicious 
entries.  Violators of the NHCC fuel policy will be responsible to pay NHCC for any fuel received 
improperly as well as other possible discipline.    
 
Auditors’ Follow-up Response: 
 
Our review of the fuel logs identified 14 license plates on vehicles that were not on the authorized 
vehicles list provided by management during our fieldwork. However, we concur with NHCC’s plan 
of action to “require periodic review of the fuel logs and shall immediately investigate any 
suspicious entries.” 
 
Audit Finding (14) – Fuel Inventory Was Not Monitored to Safeguard 
against Theft or Ground Contamination Resulting from Leaking Tanks  
 
NHCC Response: 
 
Once again, we are not aware of any infractions of our fuel policy.   
 
However, we do agree to implement additional oversight of the fuel inventory process at AHP.  We 
expect inventory levels to be consistent with the amount of fuel delivered and amount of fuel 
dispensed.   
 
We will require periodic supervisory oversight and approval of all entries in the gas logs at AHP.  
Dipstick readings are to be taken daily and the dipstick reading must be entered into the fuel log.  If 
the fuel log reading is not consistent with the amount of fuel received and the amount dispensed, 
the Public Safety Officer must report the discrepancy to his superior.   
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To the extent that they differ from what NHCC currently requires in its fuel policy, NHCC intends to 
adopt the recommendations contained in the Comptroller’s Audit. We will require periodic 
reconciliations and will require gas reports to be distributed to each department that uses fuel so 
that usage can be validated.  
  
NHCC shall conduct a thorough reconciliation of gas usage in 2010 to identify and investigate 
discrepancies and to confirm that the underground tank does not have a leakage problem.   
 
Auditors’ Follow-up Response: 
 
We concur with NHCC’s plan of action to “conduct a thorough reconciliation of gas usage in 2010 
to identify and investigate discrepancies and to confirm that the underground tank does not have a 
leakage problem”. 
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