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To the Citizens of the City of New York

Ladies and Gentlemen:

In accordance with the responsibilities of the Comptroller contained in Chapter 5, § 93, of the New
York City Charter, my office has examined the financial and operating practices of the Uniformed Fire
Officers Association Family Protection Plan (the Plan), for the period July 1, 2001, through June 30,
2002.  Under the terms of its agreement with the City, the Plan provides health and welfare benefits to
eligible uniformed fire officers and their dependents .

The results of our audit, which are presented in this report, have been discussed with  Plan officials, and
their comments have been considered in preparing this report.

Audits such as this provide a means of ensuring that benefit funds are spending moneys in the best
interest of their members and are complying with applicable procedures and reporting requirements, as
set forth in Comptroller’s Internal Control and Accountability Directive 12, Employee Benefit Funds—
Uniform Reporting and Auditing Requirements.

I trust that this report contains information that is of interest to you. If you have any questions concerning
this report, please contact my audit bureau at 212-669-3747 or e-mail us at
audit@Comptroller.nyc.gov.

Very truly yours,

William C. Thompson, Jr.
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Audit Report In Brief

The Comptroller’s Office performed an audit on the financial and operating practices of
the Uniformed Fire Officers Association Family Protection Plan (the Plan) for Fiscal Year 2002.
The Plan, which was established to receive contributions from the City of New York, provides
health and welfare benefits to eligible uniformed fire officers and their dependents.  The Plan is
required to conform to Comptroller’s Directive 12, which sets forth accounting, auditing and
financial guidelines for City welfare funds and their boards of trustees. As of June 30, 2002, the
Plan reported net assets of $6,999,885.

Audit Findings and Conclusions

The Plan generally complied with the procedures and reporting requirements of Directive
12.  In addition, the Plan generally complied with its benefit-processing and accounting procedures,
and those procedures were adequate and proper.  Furthermore, the Plan’s administrative expenses
were generally appropriate and reasonable.  All City contributions were accounted for and deposited
in the Plan’s bank account. Also, the Plan’s expenses were accurately recorded in its trial balance
and cash disbursements journal, and adequate supporting documentation was maintained for most
expenses paid. However, we found some weaknesses in the Plan’s financial and operating practices.
Specifically, the Plan:

Ø Misstated benefit and administrative expenses on its financial statements and its Directive
12 filing.

Ø Made questionable reimbursements, totaling $3,805, to the Chairman of the Board of
Trustees (Chairman) and two Trustees.

Ø Made improper benefit payments totaling $4,446.
Ø Made improper payments totaling $13,141 for Union-related expenses.
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Ø Did not maintain complete and accurate records of those persons for whom it is paying
COBRA benefits and of the premium payments received from these individuals to pay
for the coverage.

Ø Paid claims for dependents whose eligibility was not documented.
Ø Did not maintain complete employee attendance records detailing the time-in and time-

out and absence or lateness to be charged against earned vacation or sick leave.

Audit Recommendations

To address these issues, we recommend that the Plan:

Ø Ensure that administrative and benefit expenses are recorded accurately on its financial
statements, in accordance with Comptroller’s Directive 12.

Ø Recoup $3,805 in questionable reimbursements from the Chairman and the Trustees.
Ø Ensure that it pays for benefits only for eligible individuals, in accordance with its guidelines.
Ø Discontinue paying Union expenses.
Ø Recoup $13,141 from the Union for the improper payments cited in this report.
Ø Maintain complete and accurate records of COBRA premium payments received.
Ø Provide COBRA benefits only to individuals who make the required premium payments.
Ø Maintain copies of all documentation in members’ permanent files to substantiate

eligibility of dependents.
Ø Maintain daily attendance records for its employees.

INTRODUCTION

Background

The Uniformed Fire Officers Association Family Protection Plan (the Plan) was established
on March 23, 1965, under the provisions of a Fund Agreement between the City of New York and
Uniformed Fire Officers Association (the Union) as well as a Declaration of Trust.  The Plan
provides health and welfare benefits to uniformed fire officers in the following titles: Lieutenant,
Captain, Battalion Chief, Deputy Chief, Supervising Fire Marshal, Administrative Fire Marshal,
Fire Medical Officer, Medical Officer, Chief Medical Officer. The Plan also provides benefits to
members’ spouses and dependents.

Table I, following, shows the benefits that were available and the amounts paid for these
benefits for the 2,4461 Plan members during our audit period––July 1, 2001, through June 30, 2002.

                                                
1 According to the Trustees’ Management Letter, the Plan had 2,446 members on June 30, 2002.
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TABLE I
Plan Benefits and Amounts Paid, Fiscal Year 2002

Benefit Amount Coverage
Dental $1,152,879 Each member selects either an insured or self-insured plan. 2

If the member selects the insured plan, Dentcare Delivery
Systems (Dentcare) bills the Plan $33.50 per month per
member to provide benefits to the members and dependents
based on a schedule of benefits.  If the member selects the
self-insured plan, the member is reimbursed by the Plan’s
third party administrator, Healthplex, based on a schedule of
allowances.  Members and eligible dependents are entitled
to a maximum benefit of $5,000 per family each benefit
year—September through August.

Prescription
Drugs

$1,141,568 Members and their eligible dependents are entitled to a
maximum benefit of $5,000 per family per year. For
prescriptions filled at participating pharmacies, National
Medical Health Card (NMHC) reimburses members at a
rate of 90 percent for drugs that have been approved by the
Plan, after exceeding a $100 deductible. If non-participating
pharmacies are used, members are reimbursed according to
a fee schedule.  

Life Insurance $184,384 Beneficiaries receive $30,000 for the death of an eligible
member.

Optical $158,005 Members and eligible dependents are entitled to an eye
exam and one pair of prescription eyeglasses every year
from a participating optical provider. If a non-participating
provider is used, members are reimbursed according to a fee
schedule.

Hearing Aid $0 Eligible dependents are entitled to a maximum
reimbursement of $300 per ear for hearing aid purchases
and repair every five years.

Expanded
Medical

$21,412 For HIP members only.  Members are reimbursed according
to a fee schedule for durable medical equipment, prosthetic
or orthopedic devices, and private nursing services

$2,658,248

During Fiscal Year 2002, the Plan provided benefits through contracts with National
Medical Health Card (prescription drugs); Healthplex, Inc., Dentcare Delivery Systems (dental);
Amalgamated Life Insurance (life insurance); and HIP (expanded medical insurance).  Optical
benefits were provided by the Plan through various carriers or through direct reimbursement,

                                                
2 For insured benefits, the Plan pays a premium to an insurance company to provide covered benefits to members.  For
self-insured benefits, the Plan directly provides covered benefits through a third-party administrator rather than through
an insurance company.
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according to a fee schedule.  Hearing aid benefits were provided by the Plan through direct
reimbursement.

As of June 30, 2002, the Plan reported net assets of $6,999,885.  Table II, following,
summarizes audited financial data, as reported by the Plan, for the fiscal years ending June 30,
2001, and June 30, 2002.

TABLE II
Summary of the Reported Plan

Revenues and Expenses

2001
% of Total
Revenue 2002

% of Total
Revenue

Employer Contributions $3,352,110 90.96 % $3,573,455 90.30 %
COBRA 15,938 0.43 % 15,395 0.39 %
Investment or Other
Income 317,226 8.61 % 368,467 9.31 %
Total Revenue 3,685,274 100.00 % 3,957,317 100.00 %
Benefit Expenses 2,813,742 76.35 % 2,786,906 70.42 %
Administrative
Expenses

132,574 3.60 %       156,742 3.96 %

Total Expenses 2,946,316 79.95 %    2,943,648 74.38 %
Excess (Deficiency) of
Revenue 738,958 1,013,669

Active Plan Balance
(Beginning of Year) 5,247,258 5,986,216
Active Plan Balance
(End of Year) $5,986,216 $6,999,885

Objectives

Our audit objectives were to determine whether the Plan: complied with applicable
procedures and reporting requirements set forth in Comptroller’s Directive 12; complied with Plan
benefit-processing and accounting procedures and whether those procedures were adequate and
proper; and paid administrative expenses that were appropriate and reasonable.  With regard to Plan
benefit-processing and accounting procedures, our audit objectives were to determine the adequacy
and effectiveness of the Plan’s internal controls related to the processing and reporting of
contributions received and benefit and administrative expenses paid; and to assess the Plan’s
adherence to its benefit payment guidelines.
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Scope and Methodology

To achieve our audit objectives, we reviewed Plan financial and operating practices for the
period July 1, 2001, through June 30, 2002, the period covered by the latest Directive 12 filings
available when we began the audit.  We obtained the Plan’s Directive 12 filings with the
Comptroller’s Office, which included its financial statements, federal tax return, and other required
schedules.  Directive 12 establishes uniform reporting and auditing requirements for City-funded
employee benefit plans.  To determine whether the Plan complied with the significant terms and
conditions of Directive 12, we determined whether the Plan filed:

• an annual CPA report prepared on the accrual basis of accounting, and

• Internal Revenue Service Form 990.

We interviewed the various Plan officials and reviewed the Plan Trust Agreement.  We
prepared a flowchart and memorandum outlining the Plan’s contribution and benefit-processing
procedures to document our understanding of these procedures and the internal controls in place.  In
addition, we reconciled the Plan’s certified financial statements with its general ledgers, trial
balance, and record of entry adjustments, cash receipts and cash disbursement journals, and other
related documentation to determine whether all revenues and expenses were properly recorded.

Specifically, we traced revenue amounts for the audit period from New York City payment
vouchers and copies of canceled checks to the Plan’s cash receipts journals and bank deposit slips to
ascertain whether the Plan’s internal controls over revenue were adequate and effective and whether
it accurately reported and deposited contributions received.

We also traced all administrative expenses from the cash disbursement journals to
supporting documentation, which included vendor invoices, expense allocation reports, and
payroll records, to determine whether the Plan had adequate internal controls in place and
whether these expenditures were properly recorded, reasonable, and appropriate. To determine
the accuracy of employee time and leave balances, we reviewed timekeeping records for all Plan
employees for Fiscal Year 2002.

To determine whether all eligible employees were included on the Plan’s eligibility
database, we randomly sampled the records of 100 of 2,427 employees listed on contribution reports
received from the New York City Office of Labor Relations.  We compared the employment
information contained in these records to Plan membership records.

In addition, we performed the following tests of the Plan’s benefit payments to determine
whether the internal controls over benefit payments were adequate and effective and whether only
eligible members and their dependents received benefits from the Plan3:

• Dental Benefits: For self-insured dental benefits, we traced the individuals listed for
the 501 dental claims from two Claim Utilization Reports dated May 9 and May 23,

                                                
3 For our tests of benefit expenses, we judgmentally selected May 2002 based on the dollar amount of City
contributions received by the Plan during that month.
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2002, from Healthplex, Inc., (the Plan’s third party administrator) to the City
contribution report to confirm member eligibility.  We also determined whether
reimbursements were correct and did not exceed the amounts specified in the Plan fee
schedule. For instances in which a member’s spouse or child received benefits, we
determined whether a marriage certificate, child’s birth certificate, or other proof of
dependency was on file. In addition, we traced all 1,451 participants listed on the
May 2002 administrative fee invoice from Healthplex to the City contribution report
to verify member eligibility. For insured dental benefits, we traced 1,173 participants
listed on the May 2002 premium billing from Dentcare Delivery Systems (the Plan’s
insurance company) to the City contribution report to verify member eligibility.

• Prescription Drugs Benefit: We traced the 3,040 processed claims on the biweekly
Detail Billing Report for the period May 1–15, 2002, from NMHC (the third party
administrator) to the City contribution report to verify member eligibility. We also
determined whether reimbursements were correct and did not exceed the amounts
specified in the Plan fee schedule.  For instances in which a member’s spouse or child
received benefits, we determined whether a marriage certificate, child’s birth
certificate, or other proof of dependency was on file.

• Optical Benefit: We traced the 52 claims on the May 2002 invoice from General
Vision—one of the Plan’s optical benefits provider—to optical vouchers.   We also
reviewed the four claims submitted directly by members during the audit period.  We
then traced the individuals on the vouchers to the City’s contribution report to verify
eligibility of members. We also determined whether the reimbursements were
calculated correctly, supported with proper documentation, and did not exceed the
amounts specified in the Plan fee schedule.  For instances in which a member’s
spouse or child received benefits, we determined whether a marriage certificate,
child’s birth certificate, or other proof of dependency was on file.   In addition, we
intended to trace the 163 claims from the May 2002 invoice from Comprehensive
Professional Systems—the other Plan optical provider—to optical vouchers.
However, the Plan was not able to provide us with these vouchers.  Thus, we were
able to trace the individuals listed on the May invoice to verify eligibility, but we
were unable to determine whether the reimbursements were calculated correctly,
supported with proper documentation, and did not exceed the amounts specified in
the Plan fee schedule.  Again, for instances in which a member’s spouse or child
received benefits, we determined whether a marriage certificate, child’s birth
certificate, or other proof of dependency was on file.

• Expanded Medical Benefit: We traced the 308 members listed on the May 2002 invoice
from HIP, the Plan’s insurance company, to the City’s contribution report to verify
member eligibility.

• Life Insurance: We intended to review the eligibility of individuals covered under the
life insurance benefit.  However, the invoices from the insurance company do not
specify who is covered by the Plan life insurance policy.
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The results of the above tests, covering the sampled items, while not projectable to all
benefit expenses for the audit period, provided a reasonable basis to assess the Plan’s compliance
with its benefit processing guidelines.

We reviewed the Plan’s records related to payments received in relation to the federal
Consolidated Omnibus Budget Reconciliation Act of 1986 (COBRA) for the period July 2001 to
June 2002 to verify participant eligibility and to confirm whether the participants made the
appropriate premium payments to the Plan.

To determine the accuracy of the Plan’s bank reconciliations and to account for all checks
paid, outstanding, and voided, we reviewed bank records for the Plan’s operating account (covering
January and June 2002).  We also reviewed documentation related to Plan investments (for June
2002) to determine the accuracy of the dollar amounts reported in the financial statements.

This audit was conducted in accordance with generally accepted government auditing
standards (GAGAS) and included tests of records and other auditing procedures considered
necessary.  The audit was performed in accordance with the audit responsibilities of the City
Comptroller as set forth in Chapter 5, § 93, of the New York City Charter.

Discussion of Audit Results

The matters covered in this report were discussed with Plan officials during and at the
conclusion of this audit.  A preliminary draft report was sent to Plan officials and was discussed at
an exit conference.  We submitted a draft report to Plan officials with a request for comments.  We
received a response from the Plan on June 15, 2004.  The Plan generally agreed with the audit’s
findings and conclusions.   However, it stated that some of the reimbursements for travel questioned
in the report were appropriate. The full text of the Plan’s comments is included as an addendum to
this report.
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FINDINGS

The Plan generally complied with the procedures and reporting requirements of Directive
12.  In addition, the Plan generally complied with its benefit-processing and accounting procedures,
and those procedures were adequate and proper.  Furthermore, the Plan’s administrative expenses
were generally appropriate and reasonable.  All City contributions were accounted for and deposited
in the Plan’s bank account. Also, the Plan’s expenses were accurately recorded in its trial balance
and cash disbursements journal, and adequate supporting documentation was maintained for most
expenses paid.

However, there were some minor weaknesses in the Plan’s financial and operating practices,
as follows:

• The Plan misstated benefit and administrative expenses on its financial statements
and its Directive 12 filing.  Administrative expenses were understated by $109,609––
41 percent of the Plan’s total administrative costs (after our adjustment), and benefit
expenses were overstated by the same amount. As a result, the Plan’s Key Ratio
Schedule, included in its Directive 12 filing was incorrect.  For example, the
percentage of revenue spent on administration was reported as 3.96 percent rather
than 6.73 percent based on the appropriate classification of expenses.  The majority of
the misclassified expenses pertained to insurance retention costs and administrative
fees that were improperly reported as a benefit expense rather than an administrative
expense.

• The Plan made questionable reimbursements to the Chairman of the Board of Trustees
(Chairman) and two Trustees.   Specifically, the Plan reimbursed the Chairman $1,280
and two Trustees a total of $2,525 for questionable travel-related expenses.

• The Plan made improper benefit payments.  Of the $166,614 in benefit payments
reviewed, $4,446 was not paid in accordance with Plan guidelines.

• The Plan made improper payments totaling $13,141 for Union-related expenses.
Specifically, the Plan paid: health insurance premiums for a Union employee; for the
Union’s Director and Officers Liability Insurance policy; and an invoice for services
provided by Federal Express to the Union.

• The Plan does not maintain complete and accurate records of those persons for
whom it is paying COBRA benefits and of the premium payments received from these
individuals to pay for the coverage.  Consequently, it is impossible to determine who
is entitled to COBRA benefits and whether the Plan is receiving the appropriate
premium payments for these benefits.

• The Plan paid claims for dependents whose eligibility was not documented.  Of the
3,760 claims reviewed, 2,649 were for services provided to individuals who were listed
as dependents of eligible members.  However, for 2,597 (98%) of the 2,649 claims, the
Plan had no documentation in its files (i.e., birth certificates, marriage licenses) showing
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that these individuals were in fact eligible dependents.  Requiring such documentation
from its members would help the Plan ensure that it provides benefits only to eligible
individuals.

• The Plan does not maintain complete employee attendance records detailing the time-
in and time-out and absence or lateness to be charged against earned vacation or
sick leave. Daily attendance records are necessary for effective payroll control
because these records form the basis for the calculations of the amounts to be paid
employees.  They are also necessary to settle payroll disputes and, at times, to
establish the validity of injury and disability claims.

These issues are discussed in detail in the following sections of this report.

The Plan Misstated Benefit and Administrative Expenses
On Its Financial Statements and Its Directive 12 Filing

The Plan did not accurately report benefit and administrative expenses for Fiscal Year
2002 on its financial statements and its Directive 12 filing. Administrative expenses were
understated by $109,609––41 percent of the Plan’s total administrative costs (after our
adjustment), and benefit expenses were overstated by the same amount. As a result, the Plan’s
Key Ratio Schedule, included in its Directive 12 filing was incorrect.  For example, the
percentage of revenue spent on administration was reported as 3.96 percent rather than 6.73
percent based on the appropriate classification of expenses. These misclassified expenses
pertained to insurance retention costs and administrative fees that were improperly classified as
benefit expenses rather than as administrative expenses. According to Directive 12, insurance
retention costs and administrative fees should be classified as administrative expenses.

In addition, the Plan included a $22,164 rebate for the Uniformed Fire Officers
Association Retired Fire Officers Family Protection Plan (Retiree Plan) from NMHC—the
prescription drug provider—as a benefit expense.  Finally, the Plan failed to record on its books
and records a $3,115 payment it made to HIP during the audit period.  These errors combined
with the $109,609 overstatement discussed above resulted in a net overstatement to benefit
expenses of $128,658, representing approximately four percent of total reported benefit
expenses.

.
It is important that the Plan accurately report its revenue and expenses so that the City

can properly assess its financial activities.

Recommendation

1. The Plan should ensure that administrative and benefit expenses are recorded accurately
on its financial statements, in accordance with Comptroller’s Directive 12.
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Plan Response:  “After a review of the findings and Comptroller’s Directive 12,
the Fund [Plan] agrees with findings of the audit that the ratio of expenses to
benefits was understated.  There was misinterpretation of the Directive and
consequently some expenses were applied to benefits.  The Fund will take steps to
insure that administrative and benefit expenses are recorded in accordance with
Directive 12 in the future.”

Questionable Reimbursement for Travel Expenses

The Plan reimbursed the Chairman and two Trustees a total of $3,805 ($1,280 to the
Chairman and a total of $2,525 to two Trustees) during Fiscal Years 2000, 2001, and 2002 for
questionable travel-related expenses.

On April 4, 2001, the Chairman paid for a trip to Ireland for himself, and his two children on
his American Express card.  According to the expense voucher that the Chairman submitted more
than a year after the trip, he was entitled to a $705 reimbursement—the cost of his airfare and other
expenses that he incurred at an education conference in Ireland from Friday, May 25, 2001, to
Thursday, May 31, 2001 (Memorial Day Weekend).  The Plan reimbursed the Chairman for this
amount on July 3, 2002.  We question this reimbursement because the Plan could provide no
documentation showing that the Chairman attended an educational conference or any other required
Plan function in Ireland.  In fact, there was no evidence that registration fees or hotel charges were
paid; we saw no pamphlets or other literature concerning the purported conference; and, the Plan
provided no documentation that the Chairman made a report on the conference to the Trustees.

On April 19, 2001, the Chairman registered for an education conference to be held in Bolton
Landing, New York, by paying the $675 fee to the sponsoring organization––International
Foundation of Employee Benefit Plans––on his American Express credit card.  On May 4, 2001, the
Plan reimbursed the Chairman the $675.  The Chairman, however, was unable to attend the
conference.  According to the conference’s sponsor, the Chairman’s American Express account was
credited on June 6, 2001, for $575—the $675 registration fee less a $100 cancellation fee.  We
found no documentation that the Chairman reimbursed the Plan for the amount credited to his
account.

Although outside our audit period, while researching the above reimbursements, we
found a questionable reimbursement totaling $1,665 made to a Trustee in a prior year.  This
Trustee received the $1,665 to reimburse him for expenses allegedly incurred in connection with a
four-day education conference held in Lake Tahoe, Nevada.  The Trustee registered for the
conference and the Plan paid $720 to the sponsoring organization—International Foundation of
Employee Benefit Plans.  However, we found that the Trustee canceled his attendance at the
conference, and the sponsoring organization refunded the registration fee to the Plan, less a $150
cancellation fee.  Although the Trustee did not attend the conference, he nonetheless submitted a
voucher to the Plan on July 5, 2000, for the $1,665 in alleged expenses.  The documentation
submitted by the Trustee indicated that he went to Lake Tahoe with a Battalion Chief and another
Trustee and was reimbursed for travel expenses, including airfare, hotel, rental car, and food and
alcoholic beverages (for three).
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Finally, we question $860 of the $2,186 reimbursement made to another Trustee for
expenses incurred in connection with a six-day education conference held in San Juan, Puerto
Rico.  We question the $860 because no documentation was provided for $658 of expenses, and
$202 was spent on alcoholic beverages.  We did not find a bill from the educational conference
sponsor or a payment made by the Plan to the sponsor.

Recommendation

2. The Plan should recoup $3,805 in questionable reimbursements from the Chairman and
the Trustees.

Plan Response:  “The Chairman did provide documentation for attendance
investment conference in April 2001.  The conference was conducted on matters
germane to the investment policies of the Fund.  The Chairman was a panel
speaker and consequently the conference sponsor offset the cost of the fees for the
conference as well as accommodations.  Reimbursed and personal expenses were
not submitted, and the Fund did not require documentation for those expenses.
The Fund believes the airline fare charged to the Fund was appropriate.  The
Chairman has reimbursed the Fund $575 for refunded registration fees for a
conference he could not attend due to a line-of-duty funeral.

“The audit found that a Trustee cancelled a conference to Lake Tahoe in a prior
period and submitted expenses for that conference.  The Trustee did cancel the
IFEBF conference, but attended another conference at the same location
sponsored by Information Management Network Fire and Police Pension Funds
during the same time frame.  The discussion topics were considered relevant to
the investment policy strategies applied to the reserves of this Fund and the
payment of expenses for the substitute conference was appropriate.  The ‘trustee
expense voucher’ indicates the substituted conference and an attendance roster for
the substitute conference is attached.  The two other individuals, who attended the
same conference, participated as trustees of another fund.

“The audit found that another Trustee was reimbursed $860 for inappropriate or
undocumented expenses.  The Fund reviewed the voucher in question and
determined that $381.50 was not submitted with the required documentation
and/or were not covered expenses.  The Trustee has reimbursed the Fund $381.50.

“Of the $3,805 in expenses that the audit found questionable, the Fund determined
that $2,848.50 were justified under the guidelines of the Educational Conference
Policy of the Fund, and recovered $956.50.”

Auditor Comment The topic of the conference attended by the Chairman was
“What’s Happening in Pension Plans.” The Plan invests its money to provide
benefits to its members.  According to the conference outline, nothing concerning
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investing Plan money or providing member benefits was discussed. Therefore, we
continue to question the $705 reimbursed to the Chairman.

According to the Plan, the $1,665 that it reimbursed a trustee for his attendance at
a substitute conference was appropriate.  However, we still question this
reimbursement since we were not provided with an agenda or other
documentation showing the specific issues covered at the conference.  At a
minimum, we believe that the Trustee should reimburse the Plan for $250 of the
$1,665 ($246 for food purchases for individuals not affiliated with the Plan plus
$86 for alcoholic beverages).   In any case, we are pleased that the Plan recovered
the $956.50 from the Chairman and the Trustee.

Improper Benefit Payments

The Plan made improper benefit payments totaling $4,446.  Specifically, of the $166,614
in benefit payments reviewed, $4,446 was not paid in accordance with Plan guidelines.
Specifically, the Plan:

• Paid $2,735 for 84 claims for drugs listed on NMHC’s list of excluded drugs.

• Paid $737 in dental premiums on behalf of 22 ineligible individuals.  Specifically,
premiums were paid for individuals who were retired, deceased, or not listed on the
City’s contribution report

• Paid $675 for optical benefits for individuals who were retired or not listed on the
City’s contribution report

• Paid $217 for dental claims on behalf for three individuals who were retired or not
listed on the City’s contribution report.

• Paid $40 in administrative fees associated with self-insured dental benefits for 25
ineligible individuals who were retired, deceased, or not listed on the City’s
contribution report

• Paid $42 in HIP Rider premiums for nine individuals who were deceased or not listed
on the City’s contribution report.

Recommendation

3. The Plan should ensure that it pays for benefits only for eligible individuals, in
      accordance with its guidelines.

Plan Response:  “The Fund agrees in substance with findings of the audit, and
will reassess its systems to prevent this from recurring.”
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Improper Payments

The Plan made improper payments totaling $13,141 for expenses that should have been
paid by the Union. Specifically, the Plan paid: $9,609 in health insurance premiums for a Union
employee; $3,213 for the Union’s Director and Officers Liability Insurance policy; and $120 to
Federal Express for services provided to the Union.  We also noted that the Plan overpaid the Union
by $199 for its share of October rent.

Recommendation

The Plan should:

4. Discontinue paying Union expenses.

5. Recoup $13,141 from the Union for the improper payments cited in this report.

Plan Response:  “The Fund agrees in substance with the audit finding on
improper payments for expenses properly attributed to the union.  These expenses
were paid in error.  The Fund will seek recovery from the union for these
expenses and take better care in the future to avoid paying union expenses.”

Inadequate Controls over Accounting for COBRA Payments

Under the terms of the federal Consolidated Omnibus Budget Reconciliation Act of 1986
(COBRA), certain former employees, retirees, spouses, and dependent children, upon payment of a
premium, are entitled to temporarily continue the group health coverage provided by the Plan.  We
found that the Plan does not maintain complete and accurate records of those persons for whom it is
providing COBRA benefits and of the premium payments it receives from these individuals to pay
for the COBRA coverage.

The list of COBRA participants that Plan officials provided us indicated that the Plan
received $15,975 during Fiscal Year 2002 in premiums for COBRA coverage.  Plan financial
statements, however, showed payments totaling $15,394, a difference of $581.  This difference
would be considered insignificant if either of the amounts was supported by other Plan books and
records.  However, we found that the Plan member files contained documentation for only $3,219 of
the payments and contained evidence of  $2,459 in payments that were not included on the list of
COBRA participants provided by the Plan.  In addition, we noted that the Plan provided various
benefits to 35 individuals who, according to the Plan list, did not pay the required premiums.
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Recommendations

The Plan should:

6. Maintain complete and accurate records of COBRA premium payments received.

7. Provide COBRA benefits only to individuals who make the required premium
payments.

Plan Response: The Plan’s response did not address these recommendations.

Claims Paid for Dependents Whose
Eligibility Was Not Documented

Of the 3,760 claims reviewed, 2,649 were for services provided to individuals who were
listed as dependents of eligible members. However, for 2,597 (98%) of the 2,649 claims, the Plan
had no documentation in its files (i.e., birth certificates, marriage licenses) showing that these
individuals were in fact eligible dependents.  Requiring such documentation from its members
would help the Plan ensure that it provides benefits only to eligible individuals.

Recommendation

8. The Plan should maintain copies of all documentation in members’ permanent files to
substantiate eligibility of dependents.

Plan Response:  “The Fund agrees that it has not kept an adequate record of the
documentation for eligibility of dependents and is in the process of improving its system to
require and maintain records of eligibility documents.”

The Plan Does Not Maintain
Complete Employee Attendance Records

The Plan does not maintain complete employee attendance records detailing the time-in
and time-out and absence or lateness to be charged against earned vacation or sick leave.
Specifically, the Plan does not keep attendance records for the Plan Administrator or the
Assistant Plan Administrator.  In addition, the Plan did not have attendance records for its three
other employees for eight months of Fiscal Year 2002. Consequently, we could not confirm
whether employees were paid for hours they actually worked.

Daily attendance records are necessary for effective payroll control because these records
form the basis for the calculations of the amounts to be paid employees.  They are also necessary
to settle payroll disputes and, at times, to establish the validity of injury and disability claims.
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Recommendation

9. The Plan should maintain daily attendance records for its employees.

Plan Response:  “The audit found that there was a period of time when primary
attendance records could not be produced because the loss of some records during
the events of September 11, 2001.  A calendar was produced for the period that
indicated all incidents of lateness and absence.  The current policy calls for time
sheets for all clerical/hourly paid employees and a calendar for all
supervisory/annually paid employees.  Leave balances for all employees are kept
current and updated in the Quickbooks payroll account.”










































































