
  

 
   

PHILIP JAMES DEGNAN 

STATE COMPTROLLER October 18, 2017 

AUDIT REPORT 

 CONTRACT COMPLIANCE REVIEW OF  

THE STATE OF NEW JERSEY’S 

PERSONAL PREFERENCE PROGRAM 

State of New Jersey 

Office of the State Comptroller 

Medicaid Fraud Division 



  
  

i 

 

Table of Contents 

 

I. Executive Summary ............................................................................................................... 1 

II. Background ............................................................................................................................ 4 

III. Audit Objective and Scope .................................................................................................... 7 

IV. Discussion of Auditee Comments .......................................................................................... 8 

V. Audit Findings and Recommendations ................................................................................ 10 

A. Unspent Participant Funds and Associated Interest were not Returned to the Medicaid 

Program ...........................................................................................................................10 

B. Unspent Administrative Funds and Associated Interest Should be Returned to the 

Medicaid Program ...........................................................................................................17 

C. Modifications Made to the PPP Contract Without DPP Approval .................................19 

1.  Unauthorized MOUs Allowed CAU to Perform Services Prohibited by the 

Contract ................................................................................................................. 21 

2.  DDS Gave Vendor’s Employees Unauthorized Access to State Resources .......... 22 

3.  Changed Billing Practices May Have Led to Potential Overpayment ................... 23 

D. Failure to Meet Certain Contract Terms .........................................................................25 

1.  Failure to Retain Payroll Processing Documents ................................................... 25 

2.  CAU and DDS Failed to Follow Contractual Training Requirements .................. 26 

3.  Failure to Meet Contractual Participant-Counselor Matching Requirements ........ 27 

4.  Contractual Counselor Case Load Limits were Exceeded ..................................... 29 

5.  Contractual Monitoring Requirements were not Met ............................................ 29 

VI. Auditee Responses ............................................................................................................... 30 

 

Appendix A - Community Access Unlimited, Inc.’s Response………………….. A1-A14 

         Appendix B - Department of Human Services’ Response...................................... B1-B10 

          

  



  
  

 

 

I. Executive Summary 

 As part of its oversight of the Medicaid and New Jersey FamilyCare programs (Medicaid), 

the Medicaid Fraud Division of the Office of the State Comptroller (OSC) initiated an audit of 

Community Access Unlimited, Inc. (CAU), which served as the fiscal agent for all Program 

Participants (Participants) in the Personal Preference Program (PPP).  The PPP allows Participants 

to direct and manage their own home and personal care services.  As the audit progressed and the 

audit scope expanded, OSC found issues both with CAU’s adherence to contract terms and with 

the supervision of and guidance provided to CAU by the contract manager, the New Jersey 

Department of Human Services, Division of Disability Services (DDS).  

CAU is a private, non-profit organization established in 1979 to assist New Jersey residents 

with disabilities and their families in their effort to access self-directed personal care assistance 

services. In 1999, the State of New Jersey entered into a contract with CAU through which CAU 

acted as the state’s contracted fiscal agent for Participants in the PPP.  In 2006, after the expiration 

of the 1999 Contract, the state awarded a new contract to CAU for these same services.  Pursuant 

to both contracts, CAU established bank accounts on behalf of Participants, acted as the custodian 

of those accounts, and performed bookkeeping and payroll services on behalf of the Participants. 

All of these responsibilities were designed to enable Participants to easily identify, access, and pay 

for needed services.  DDS oversaw CAU’s performance under both of these contracts.  

During the course of this audit, OSC identified numerous instances where CAU failed to 

comply with contract terms, as well as serious weaknesses in DDS’ oversight of the contracts.  For 

example, both contracts required CAU to annually return unspent Participant funds to the state 

Medicaid program, yet it failed to do so.  The 2006 Contract further clarified the state’s intention 
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that as a “program practice” CAU also was to annually return unspent administrative funds to the 

state, but again CAU failed to do so. 

OSC also found that, although CAU provided an annual accounting of these funds to DDS 

and even notified DDS twice in a 10-year span that it was willing to return the funds, for several 

years DDS failed to provide a mechanism for CAU to return such funds to the state. Specifically, 

OSC found that from 2000, the end of the first year of the PPP, through August 2012, CAU failed 

to return, and DDS failed to provide a mechanism to return $9.5 million, to the state. These funds 

included $7.8 million in unspent Participant funds and $1.7 million in unspent administrative 

funds. Indeed, only after OSC brought this issue to CAU’s attention did CAU and DDS implement 

a process through which CAU returned some of these funds. To date, however, CAU continues to 

hold additional unspent Participant and administrative funds. 

In addition to improperly holding unspent Participant and administrative funds, CAU has 

retained the interest on such funds and maintains that it is not obligated to return the interest to the 

state.  Allowing CAU to retain the interest earned on funds would amount to a benefit to CAU 

beyond the terms of both contracts. OSC has calculated an amount of interest that DDS should 

consider recovering during the Final Contract Closeout period. A failure to consider the recovery 

of interest in this instance would amount to a contractual overpayment by the state for the services 

covered in both PPP contracts and should be evaluated accordingly. 

CAU compounded these collective failings by transferring a portion of the retained funds 

to the wife of CAU’s Executive Director to invest on CAU’s behalf. CAU’s unauthorized use of 

Participant and administrative funds for this purpose appears to be a violation of its fiduciary duty 

to both the state and the Participants. 

Throughout the term of the 2006 Contract, OSC also determined that CAU and DDS 

executed multiple Memoranda of Understanding (MOU) to the contract, none of which were 
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authorized or approved by the state Department of the Treasury, Division of Purchase and Property 

(DPP), as required by the contract, state law, and a Treasury Circular Letter. Under the terms of 

one of these MOUs, CAU billed DDS and the Medicaid program separately for services related to 

nursing assessments in an amount above what was agreed upon in the contract. Another MOU 

called for CAU employees to physically work in DDS offices, performing DDS functions such as 

enrolling Medicaid beneficiaries in the PPP, approving Participant cash management plans, and 

taking other actions that should have been performed by state employees. By allowing CAU 

employees to perform actions that could benefit CAU and possibly harm the Medicaid program, 

both DDS and CAU again violated the terms of the contract, state law, and a Treasury Circular 

Letter. 

Additionally, OSC found several other deviations from required contract terms, including 

those that: (a) limit each full-time counselor’s caseload to 120 Participants and each part-time 

counselor’s caseload to 60 Participants; (b) require CAU to retain records regarding Participants’ 

employees’ timesheets; and (c) require CAU to ensure that its counselors made and documented 

monthly contact with each Participant for the first six months of participation. 

Further, during the course of this audit, DDS and CAU, with DPP’s approval, executed one 

properly authorized amendment to the 2006 Contract, effective July 1, 2014. This amendment 

memorialized the state’s transition from a consumer-directed PPP to a managed care delivery 

option. This amendment altered the operation of the contract by, among other things, explicitly 

allowing CAU to retain unspent funds to directly pay providers for services rendered to 

beneficiaries. In essence, this change allowed CAU to retain accumulated unspent funds from the 

effective date of the amendment through the Final Contract Closeout period. 

On November 6, 2016, after a public bid process, the state awarded the PPP services 

contract to a different vendor, with an effective date of March 31, 2017.  As a result, on March 31, 
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2017, DDS, CAU, and the new vendor began a 90-day period to transition the performance of 

responsibilities under the 2006 Contract from CAU to the new vendor. This transition period has 

been followed by a 120-day Final Contract Closeout period during which DDS and CAU must 

reconcile any outstanding financial issues. 

As discussed in greater detail in this report, OSC found that a significant amount of PPP 

funds were not returned to the state in accordance with the contracts. While it is true that, during 

the course of this audit, CAU returned $7.8 million of Participant funds to the state, OSC has 

calculated that as of June 30, 2014 CAU has retained an additional $10.7 million in Participant 

funds, administrative funds, and accumulated interest that must be considered for return to the 

Medicaid program. 

The release of this Final Audit Report concludes a process during which CAU and DDS 

officials have had multiple opportunities to provide input on OSC’s findings during the course of 

the audit. CAU and the state Department of Human Services (DHS), the department that oversees 

DDS, provided written comments in response to the Revised Draft Audit Report. OSC carefully 

considered each response from CAU and DHS in preparing this Final Audit Report. Copies of each 

of these responses are attached to this Final Audit Report as Appendix A (CAU’s response) and 

Appendix B (DHS’ response).  Because CAU’s PPP contractual responsibilities ceased on June 

30, 2017, all other non-monetary CAU-specific recommendations have been omitted from this 

report. 

II. Background 

The PPP, also known as the New Jersey Cash and Counseling Program, was established as 

part of a national research and demonstration project focusing on new and innovative ways to help 

people with disabilities obtain personal care assistance (PCA) services. PCA services are non-
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emergency services that include help with bathing, dressing, meal preparation, and light 

housekeeping. 

The PPP is designed to be consumer-oriented. To that end, Participants may choose whom 

they hire, including friends, family members, neighbors or a PCA agency, to perform the approved 

tasks that facilitate daily living activities. This approach is designed to offer Participants more 

control and flexibility over the selection of service providers and the delivery of those services. 

In administering the funds within the PPP, DDS initially calculates a monthly cash 

allowance for each Participant based on the Participant’s condition, as determined through a 

nursing assessment. The Participant (or a representative if the Participant is cognitively impaired), 

with the assistance of a CAU counselor, then develops a Cash Management Plan (CMP), which is 

submitted to DDS for approval. The CMP is a budget document that includes monthly wages for 

the Participants’ employees, employment taxes, and cash allowances for incidental expenses such 

as transportation costs. 

Once the CMP is approved, the fiscal agent, in this case CAU, establishes an account for 

each Participant’s funds and acts as the fiduciary for this account. As part of the 2006 Contract, 

the fiscal agent provides payroll, bookkeeping, and counseling services to Participants. To perform 

these functions, the fiscal agent receives each Participant’s Medicaid allowance on a monthly basis 

and allocates 90 percent of those funds to the Participant’s individual account and 10 percent into 

the PPP Administrative Account, which is used to pay the fiscal agent for its state-approved 

documented services. Under the terms of both contracts, at the end of each year, the fiscal agent is 

contractually required to return all unspent funds in Participants’ accounts and, by “program 

practice,” as clarified under the 2006 Contract, all unspent funds in the Administrative Account to 

the state. 
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With regard to the PPP, CAU’s contractual relationship with the state began in 1999 when 

the state awarded a contract to CAU to act as the fiscal agent for the program.  Services under this 

contract began in calendar year 2000. After multiple contract extensions, another contract award 

in 2006, and several subsequent contract extensions, CAU remained the state’s contractor for the 

PPP through March 31, 2017. At that time, a 90-day transition period to a new PPP contractor 

began. CAU’s PPP contractual responsibilities ceased on June 30, 2017 at which point, CAU and 

DDS entered a 120-day Final Contract Closeout period during which they must reconcile any 

financial issues that exist between the parties. DDS has been responsible for managing the PPP 

during the entire contract period. 

From PPP contract implementation in 2000 through 2011, Medicaid’s annual funding for 

CAU’s PPP services grew from $1 million to $25 million. During that time period, CAU received 

an aggregate total of $122 million in Medicaid funds on behalf of the Participants. This annual 

growth is shown in Chart 1 below. 

 

From 2000 through 2011, PPP enrollment also grew from 197 Participants to 1,799 

Participants, as shown in Chart 2 below.  
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III. Audit Objective and Scope 

This audit was conducted pursuant to OSC’s authority as set forth in N.J.S.A. 52:15C-1 et 

seq. and the Medicaid Program Integrity and Protection Act, N.J.S.A. 30:4D-53 et seq. The initial 

objective of this audit was to review CAU’s compliance with the 2006 Contract for the period of 

January 1, 2010 through December 31, 2011. 

The scope of this audit included a review of CAU’s fiscal-agent duties and the 

administration of Medicaid funds received on behalf of Participants, a review of counseling 

services provided to Participants and other activities that impacted the administration of the PPP 

during the audit period. Due to the significant audit findings detailed below, OSC expanded the 

original audit scope to review and analyze how CAU administered Medicaid funds received on 

behalf of Participants since 2000, which is when the PPP became operational. In addition, due to 

findings regarding CAU’s retention of funds and unauthorized investment of funds, OSC also 

reviewed CAU’s general ledger fund balance accounts for 2012 and claims data for 2012, 2013, 

and the first six months of 2014.  Finally, OSC examined DDS’ role as contract manager for the 

PPP contracts.   
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IV. Discussion of Auditee Comments   

The release of this Final Audit Report concludes a process during which CAU and DDS 

officials have had multiple opportunities to provide input on OSC’s audit findings throughout the 

course of the audit.  OSC sent a Summary of Findings to CAU and DDS and elicited their 

respective responses. CAU provided a written response to the Summary of Findings in advance of 

an exit conference, during which the parties discussed the Summary of Findings. Thereafter, OSC 

provided CAU and DDS with a Draft Audit Report and again requested their comments. In advance 

of providing written comments, CAU requested a meeting with OSC, which took place in 

November 2016 resulting in revisions to the Draft Audit Report.  The Revised Draft Audit Report 

was circulated to CAU and DDS. CAU and DHS, the department that oversees DDS, provided 

written comments in response to the Revised Draft Audit Report in May 2017. Copies of each of 

these responses are attached to this Final Audit Report as Appendix A (CAU’s response) and 

Appendix B (DHS’ response).1  OSC carefully considered each response from CAU and DHS in 

preparing this Final Audit Report. 

In essence, CAU disagrees with the Report’s findings and recommendations. In its 

response, CAU states that “the Revised Draft Report is rife with innuendo and factual and legal 

inaccuracies. In an apparent effort to reach a predetermined result, OSC/MFD has willfully ignored 

voluminous data and documentation provided over a period of almost five (5) years. As a result, 

OSC/MFD reaches numerous incorrect conclusions.” 

OSC disagrees with CAU’s response. Contrary to CAU’s inflammatory assertions, OSC’s 

Report is based on validated factual information. Although CAU presents a number of arguments 

                                                           
1  The exhibits attached to CAU’s and DHS’ written responses are not appended hereto because of 

the sheer volume of documents contained therein.  These exhibits are available on OSC’s website   

at the following addresses: www.nj.gov/comptroller/news/docs/cau.exhibit.pdf and 

www.nj.gov/comptroller/news/docs/dhs.exhibit.pdf.  

http://www.nj.gov/comptroller/news/docs/cau.exhibits.pdf
http://www.nj.gov/comptroller/news/docs/dhs.exhibits.pdf
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that attempt to refute the Report’s findings, many of its positions are contradictory, factually 

unsupported, or inaccurate. OSC, however, did agree with certain assertions and has made 

modifications, where appropriate, throughout this Final Audit Report. In particular, OSC agrees, 

to some extent, with CAU’s claim concerning OSC’s proposed interest calculation.  Accordingly, 

instead of applying six percent (6%) interest on all withheld funds, as it had done in the Revised 

Draft Audit Report, OSC now proposes applying a combination of the following – the actual 

interest that CAU earned as ascertained from account statements provided by CAU, and the rate 

set forth for post-judgment interest from the New Jersey Court Rules (R. 4:42-11) for periods when 

the interest rate earned is not known.2  This methodology is appropriate, fair, and eliminates the 

inequitable result that CAU would be unjustly enriched by holding state funds indefinitely. 

Moreover, in certain places throughout the Final Audit Report, OSC has modified the presentation 

of issues to ensure that the responsibility for certain deficiencies in contract compliance is correctly 

attributed. Any suggestion, however, that OSC sought to achieve some predetermined result is 

baseless. 

With respect to DHS’ response, that agency agrees with many of the Report’s findings and 

recommendations while taking issue with others. For example, DHS states that “OSC’s Revised 

Draft Audit Report incorrectly asserts that the State did not establish a mechanism for CAU to 

return the unspent Medicaid funds. From 2000 through 2011, DHS has no records supporting 

CAU’s allegation that it requested to return the unspent Medicaid Funds to the State.”  Further, 

“DHS contends that the MOUs were permissible since it relied on DPP’s directive that DPP did 

                                                           
2  Pursuant to R. 4:42-11(a)(ii), the annual post-judgment interest rate is equal to the average rate 

of return for the State of New Jersey Cash Management Fund for the preceding fiscal year, rounded 

off to the nearest one-half percent.            
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not need to provide its approval for the modifications encompassed by the MOUs.”  OSC, however, 

has confirmed with DPP that they have no documentation to support DHS’ assertion. 

Finally, DHS does not claim that it provided a mechanism for CAU to return accumulated 

unspent funds from the beginning of the PPP until August 2012. OSC appreciates DHS’ stated 

intent to take appropriate corrective actions to address OSC’s recommendations. 

V. Audit Findings and Recommendations 

A. Unspent Participant Funds and Associated Interest were not Returned to the 

Medicaid Program 
 

 As the state’s PPP vendor, CAU was required to act as a fiscal agent or custodian of all 

received Medicaid funds. Thus, CAU was expected to manage the funds for the benefit of the state 

and the Participants. Based upon the plain language of the contracts, other than being paid for its 

services through invoices approved under the terms of the contracts, CAU should not have derived 

any financial benefit from its management of these funds. 

 Pursuant to the 2006 Contract, Section 3.2.4, Fiscal Agent Duties Related to the Program 

Participants,3 CAU is subject to various requirements regarding its oversight of Participant funds. 

For example, CAU must:  

                                                           
3 From this point forward, specific references to “the Contract” refer to the contract executed in 

August 2006.  OSC is aware that the “original” contract, executed in October 1999 does not contain 

some of the specific language cited in the 2006 version. Page 12 of the 1999 contract does, 

however, require: 

 

“All undesignated, accumulated cash shall be returned to the State either by the participants 

or the State Fiscal ISO [Intermediary Service Organization or CAU].” 

 

The 1999 Contract thereby seeks the same result memorialized in the Contract albeit using 

different language. OSC has relied on the language in the Contract because that was the controlling 

document during the stated audit period. While the language may differ, the intent of both contracts 

was the same – unspent program funds should have been returned to the state at the end of each 

contract year. 
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[c]reate an interest bearing account for the Program Participants for the purposes of 

receiving the state cash grant money and shall act as the custodian of Program 

Participants’ cash grants. All payments made by the contractor on behalf of 

Program Participants will be made from Program Participants’ contractor-managed 

account. 

 

This Contract provision further provides that: 

[a]t the end of each 12 month period, the counselor will meet with Program 

Participants to determine if the accumulated cash is needed for the purchase of 

additional items or services. All undesignated, accumulated cash shall be 

returned to Unisys by the contractor. (emphasis added).4 

 

Despite the contractual requirement that CAU return “undesignated, accumulated cash” 

each year, DDS, through its failure to require CAU to return these funds, and CAU, through its 

failure to return such funds, collectively violated the Contract.5 As a result of their actions, CAU 

held unspent Participant funds for more than 10 years. CAU compounded that contractual 

noncompliance by investing unspent Medicaid funds in the stock market and treating all 

investment gains and interest earned on this money as its own. Although CAU provided DDS with 

annual recoupment reports (i.e., unspent Medicaid fund reports), DDS did not establish a 

mechanism for CAU to return the unspent Medicaid funds it held from 2000 through August 2012. 

In essence, by not recouping unspent funds, DDS enabled CAU to improperly retain and invest 

the unspent Medicaid funds for the sole benefit of CAU. 

OSC reviewed CAU documents related to the accumulated unspent Participant funds, 

including the 2011 PPP general ledger fund balance accounts for the 2,411 Participant accounts. 

                                                           
4 Unisys Corp. was the state’s former fiscal agent for the entire Medicaid program. Molina 

Information Systems, LLC (Molina) now performs that function. 

 
5 CAU and DHS respond to this point in different ways. CAU asserts that it made numerous 

requests for instructions as to how to return the funds that went unanswered and, therefore, could 

not return the money. To the contrary, DHS claims that it has no records that such requests were 

made. While contradictory, these responses do not change the fact that PPP program funds were 

not returned to the state until 2012, which was after the OSC auditors made their inquiries. 



  

12 

 

The general ledger included active Participant fund balance accounts during the audit period, as 

well as inactive Participant accumulated fund balance accounts for years 2000 through 2009. In 

addition, OSC reviewed CAU’s PPP Main Account and the PPP Business Super Money Market 

Account statements for the period from 2006 through 2012. The PPP general ledger fund balances 

should have been equivalent to the combined balances in the PPP Main Account and PPP Business 

Super Money Market Accounts. OSC’s review identified several exceptions that are discussed 

immediately below. 

• OSC’s review of the general ledger fund balance accounts revealed that CAU had an 

accumulated fund balance from Participants’ unspent funds of $7,789,177 as of December 

31, 2011. During the audit, OSC confirmed with CAU that these were Participant funds 

that had been accumulating since the inception of the PPP in 2000. CAU’s management 

explained that it had not returned these funds to the state’s Medicaid fiscal agent because 

DDS had not implemented a mechanism to do so. Thereafter, in September 2012, shortly 

after OSC had discovered that these unspent funds had been improperly held by CAU and 

alerted CAU about the issue, DDS provided a process for CAU to remit funds.  CAU then 

remitted $7,789,164 to the state. 
 

• OSC not only found that CAU had failed to return Participant funds on an annual basis, but 

 also compared accounts and identified a discrepancy in funds. The Participant fund balance 

 in the general ledger ($7,789,177) should have been equivalent to the Participant balances 

 in the PPP Main Account and the PPP Business Super Money Market Account. OSC’s 

 review of CAU’s bank statements for the PPP Main Account and the PPP Business Super 

 Money Market Account, however, revealed a combined balance of only $3,584,703 as of 

 December 31, 2011. This amount was $4,204,474 less than the combined total of the 

 general ledger Participant fund balance of $7,789.177. 

 

• In light of the difference in the account balances referenced above, OSC discussed the 

matter with CAU’s management and reviewed additional bank and investment account 

statements and found that CAU had transferred unspent Medicaid funds to its investment 

accounts. Specifically, OSC determined that on October 1, 2009, CAU transferred 

$4,511,379 from the PPP “Disobligated Account” to an investment account that CAU 

opened in a financial institution. Records showed that CAU retained an investment 

manager, who was the wife of CAU’s Executive Director, to invest the funds in stocks, 

bonds, and similar instruments. A month after that transfer, CAU opened another 

investment account with the same manager and institution and transferred $1 million from 

the first investment account to the second investment account. The second account appears 

to have been structured for the purpose of producing a steady monthly income. Based on 

its review of investment account statements provided, OSC found that CAU regularly 

withdrew funds from these accounts. 
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• The investment fund manager for the CAU investment accounts was the wife of CAU’s 

Executive Director and herself also a Director/Trustee of a CAU affiliate, Community 

Access Institute, Inc. From 2009 through 2011, CAU did not disclose any of its related-

party transactions with her or her firm on either its IRS Form 990 filing (the public 

disclosure form that non-profit organizations must file annually with the IRS) or in the 

Notes to the Financial Statements contained in CAU’s Annual Reports.6 
 

• Due to the significance of the four above-noted exceptions, OSC expanded the audit scope 

to include the period through June 2014. Within this expanded audit scope, OSC found that 

CAU also had failed to return accumulated unspent Participant funds from January 1, 2012, 

through June 30, 2014. OSC reviewed CAU’s 2012 general ledger fund balance accounts 

for Participants and noted a balance of $1,560,931. Despite OSC’s request, CAU refused 

to provide its 2013 and 2014 general ledgers. Therefore, OSC has estimated the amounts 

held for those periods. Applying a seven percent historical average of accumulated unspent 

Participant funds from prior years, OSC estimates that CAU is holding accumulated 

unspent Participant funds of $3,341,783 for 2013 and $2,276,388 for the first six months 

of 2014.7 

  

Chart 3 below shows the PPP funding and amounts of unspent Participant funds for each year. 

OSC prepared this chart to illustrate the changes in CAU’s Medicaid funding from January 1, 2000 

through June 30, 2014, the date the contract amendment changed the manner in which the PPP is 

                                                           
6  In its response to the Revised Draft Report, CAU maintains that it was not required to disclose 

on its IRS Form 990 filings these transactions between CAU and the wife of CAU’s Executive 

Director.  Among its reasons, CAU states that: (1) the IRS instructions to the Form 990 did not 

require the disclosure; and (2) CAU’s independent auditing firm considered the transactions “not 

to be material because the amount involved did not reach the materiality threshold.”  See Appendix 

A7.  

   Contrary to CAU’s assertions, the Instructions for IRS Form 990, Schedule L require an 

organization to report related-party business transactions.  From the records available to OSC, the 

Executive Director’s wife’s investment firm earned an advisory management fee of $13,717 in 

2010 and $20,338 in 2011.  With regard to CAU’s position that the amounts paid to the Executive 

Director’s wife’s firm “did not reach the materiality threshold,” OSC notes that CAU disclosed on 

its 2009 Form 990 business transactions with two of its Board members and their affiliated 

companies.  For one, the amount of the reported transaction was $4,760 which was well below the 

$10,000 threshold the Form 990 required for disclosure.   

         
7  OSC did not calculate the amount of unspent funds held by CAU for any period after June 30, 

2014, because effective that date DPP amended the 2006 Contract to reflect the state’s transition 

to a managed care delivery model. 
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funded. It is noted that the funding amount for calendar year 2014 is annualized for chart 

comparison purposes. The total amount received by CAU as of June 30, 2014 was $32,519,831. 

Therefore, applying the seven percent historical growth rate to that amount, OSC estimates that 

CAU has retained $2,276,388 in Participant funds for the time period of January 1, 2014 through 

June 30, 2014. 

 

 With respect to this finding, CAU claims that “[a]ll Participant and Program funds . . . have 

been properly held, accounted for, reported and managed.” What CAU does not claim is that the 

funds were properly returned to the state as required by the Contract. Indeed, CAU cannot make 

such a claim and instead blames DDS for “repeatedly fail[ing] to establish and provide CAU with 

a mechanism to return Unspent Program Funds . . . .” See Appendix A6. 

Similarly, DHS admits that “unspent balances were allowed to accumulate in a segregated 

account” while claiming that it was unaware that any of the funds were transferred to separate 

investment accounts. See Appendix B3.  DHS, however, does not provide any documentation that 

it gave CAU a mechanism to return unspent funds, it instead focuses on the fact that it has no 
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record, at least from 2000 to 2011, of CAU asking for instructions. In either case, it is clear that 

DDS did not take steps to ensure that the funds were returned to the state at the end of each contract 

year as required by both contracts. 

Thus, while both responses on this point are instructive, they are of no moment. The fact 

remains that CAU is still in possession of funds that should be returned to the state by the end of 

the Final Contract Closeout period and that warrant the inclusion of additional interest. In sum, 

after its consideration of CAU’s and DHS’ responses, OSC believes that CAU should return to the 

state a total of $8,786,273 in accumulated unspent Participant funds.8 This total amount owed is 

comprised of $7,179,103 in unspent Participant funds for years 2012, 2013, and the first six months 

of 2014, plus $1,607,170 in interest on the funds that CAU improperly held for the period of 2001 

through June 30, 2014. It is noted that OSC’s total outstanding balance of $8,786,273 does not 

include the principal amount of unspent Participant funds ─ $7,789,164 ─ that CAU returned to 

the state during the course of this audit. It does, however, include $1,267,122 in interest on those 

funds for the time period in which CAU withheld the same. Chart 4 summarizes OSC’s 

calculations. 

 

 

 

 

 

                                                           
8  In its response to the Revised Draft Report, CAU represents that in 2015 it returned $2.25 million 

in PPP funds to the state. See Appendix A9.  Because this payment occurred outside the audit 

period covered in this Report, OSC has not considered it in its analysis of total funds due to the 

state. Accordingly, DDS and CAU should address this payment during the Final Contract 

Closeout.     
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Chart 4 - Unspent Participant Funds 

Funds 
Contract 

Years 
Principal Interest Total 

Unspent Participant Funds 
01/01/01-

12/31/11 

 

$7,789,164* 

 

$1,267,122 

 

$ 9,056,286 

Unspent Participant Funds 
01/01/12-

06/30/14 

 

$7,179,103 

                  

$   340,048              

 

$ 7,519,151 

Sub-Total  $14,968,267 $ 1,607,170 $ 16,575,437 

Unspent Participant Funds 

Returned 

01/01/01-

12/31/11 

 

($7,789,164) 

                  

$              0 

 

($7,789,164) 

Total Outstanding Balance  $7,179,103 $1,607,170  $ 8,786,273 

* Note: This amount was returned to the state during the course of this audit. 

As shown in Chart 4, OSC has calculated interest due on the principal amount of 

$14,968,267 for the period from January 1, 2002 through June 30, 2014 in the amount of 

$1,607,170. OSC’s interest calculations require additional explanation. OSC calculated interest 

based on two methods. For the periods when OSC did not possess CAU account statements 

reflecting actual interest earned, it applied the post-judgment interest rate from the New Jersey 

Court Rules (R. 4:42-11).9  For periods when OSC did possess actual interest based on CAU bank 

records, it used the actual amounts of interest earned. Using these methods, for the period from 

January 1, 2002 (the end of the first year of the 1999 Contract) through December 31, 2005 and 

from January 1, 2013 through June 30, 2014, OSC applied the applicable post-judgment interest 

rates. For the period from January 1, 2006 through December 31, 2012, OSC calculated interest 

using the actual interest information it obtained from the CAU bank records and investment 

statements. 

                                                           
9  During the course of this audit, OSC was not provided with records showing the “actual interest” 

earned on some of the withheld funds.  Thus, for the time periods where actual interest is not 

known, OSC has suggested as a reasonable interest rate that provided for by the New Jersey Court 

Rules. Notwithstanding, during the Final Contract Closeout period, DDS should make every effort 

to obtain documentation from CAU concerning the “actual interest” earned on withheld funds.  See 

Recommendation 1. 
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Pursuant to the Contract, CAU was required to return the accumulated Participant funds 

including interest. It failed to do so. CAU questions the legal authority for imposing interest. In 

addition to contract language that requires these funds to be maintained in an interest-bearing 

account, to permit CAU to keep interest and investment gains earned on state funds over the 

relevant period would amount to unjust enrichment and would result in CAU receiving 

compensation beyond what was negotiated for in the Contract. 

Thus, based upon the records available to OSC for the audit period, OSC determined that 

CAU held a total of $8,786,273 in unspent funds, which is comprised of $7,179,103 in accumulated 

unspent Participant funds that should have been returned to the state and $1,607,170 in interest. 

Recommendations:  

1. DDS should seek the return of all unspent Participant funds from CAU, including interest 

as contemplated by the contracts, during the Final Contract Closeout period.  In the event 

DDS cannot determine the “actual interest” earned during certain time periods, it should 

consider applying the interest rate provided for by R. 4:42-11.  In that circumstance, DDS 

would seek the return of $8,786,273, which represents $7,179,103 in unspent Participant 

funds and $1,607,170 in interest as calculated by OSC based upon available records. 
 

2. CAU should return to the Medicaid program all withheld unspent Participant funds, 

including interest as contemplated by the contracts, during the Final Contract Closeout 

period.   

 

B. Unspent Administrative Funds and Associated Interest Should be Returned to 

the Medicaid Program 

Pursuant to the Contract, Section 3.5.2, Administrative Expenses, “[i]t has been program 

practice that any funds remaining in the Administrative Account at the end of each year are 

returned to Medicaid.” 

Prior to the contract amendment effective July 1, 2014, CAU received funds monthly from 

the Medicaid program on behalf of the Participants. Specifically, DDS would send CAU a 

statement that specified the total amount of funds for all Participants for the subsequent month, 

which CAU used to bill Molina. Molina would then transfer the Participant funds to CAU. 
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Pursuant to the Contract, 90 percent of those funds were to be used for programmatic purposes and 

10 percent were to be used to pay CAU’s administrative costs. Thereafter, at the end of every 

month, CAU would send an invoice to DDS detailing all billable work performed by CAU for the 

month. Upon approval by DDS, CAU was authorized to pay itself for the month by withdrawing 

the approved amount from the Administrative Account. 

OSC reviewed CAU’s bank statements for the Administrative Account, CAU’s billings for 

its services for the period of January 1, 2005 through December 31, 2011, and all corresponding 

approved administrative and counseling invoices and determined the following: 

• From 2005 through 2011, CAU deposited funds into its PPP Administrative Account. 

However, CAU did not return any surplus funds in this account to the state at the end of 

each year, despite contract language stating that it was “program practice” to return such 

funds to the state. As of December 31, 2011, the surplus balance in the Administrative 

Account was $1,719,254. 

 

• CAU neither sought nor obtained approval from the state to withdraw funds from the 

Administrative Account for anything other than compensation for its services. However, it 

regularly withdrew the interest earned on the surplus funds in the Administrative Account 

and transferred these funds to another CAU bank account. CAU did not report the amount 

of interest earned in the account to the state. By failing to report to the state the transfer of 

funds from the Administrative Account and any interest earned on such funds, CAU 

derived an inappropriate financial benefit from its use of these funds. 
 

CAU disputes OSC’s finding, claiming that OSC “erroneously applies provisions . . . under 

the current contract . . . to the first contract period . . . [which] did not contain a provision for the 

remittance of remaining administrative funds. . . .” See Appendix A9. DHS too agrees that the 

1999 contract did not contain the specific language regarding the return of administrative funds, 

but acknowledges that the “program practice” language regarding the return of funds is present in 

the 2006 Contract. See Appendix B4. While the original contract may not have contained the 

specific return provisions of the Contract, it did provide that “[a]ll undesignated, accumulated cash 

shall be returned to the State by the participants or the State Fiscal ISO [CAU].”  Moreover, CAU 
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does not dispute that it is in possession of unspent administrative funds, and accumulated interest, 

built up over the course of its years as a state vendor. As a result, OSC has calculated interest on 

the remaining ending balance of $1,719,254 for the period from January 1, 2004 through June 30, 

2014, in the amount of $182,304 pursuant to R. 4:42-11. Calendar year 2004 was used as a 

beginning surplus balance for the Administrative Account. 

Based upon the findings above and after a thorough review of CAU’s and DHS’ responses, 

OSC determined that CAU held $1,901,558 in unspent administrative funds, which is comprised 

of $1,719,254 of the remaining Administrative Account principal balance that should have been 

returned to the state, and $182,304 in interest on that amount. 

Recommendations: 

3. DDS should seek the return of all unspent administrative funds from CAU, including 

interest as contemplated by the contracts, during the Final Contract Closeout period.  In the 

event DDS cannot determine the “actual interest” earned during certain time periods, it 

should consider applying the interest rate provided for by R. 4:42-11.  In that circumstance, 

DDS would seek the return of $1,901,558, which represents $1,719,254 in unspent 

administrative funds and $182,304 in interest as calculated by OSC based upon available 

records.             
 

4. CAU should return all unspent administrative funds to the Medicaid program on or before 

the expiration of the Final Contract Closeout period.  

 

5. CAU should provide to DDS a reconciliation of accumulated unspent administrative funds 

for 2012, 2013, and January 1, 2014 through June 30, 2014, the date of the Contract 

Amendment. 

 

6. DDS should determine whether additional unspent administrative funds and interest  

should be returned to the Medicaid program for the time period of July 1, 2014 through 

June 30, 2017 ── the expiration date of the 90-day transition period. If so, DDS should seek 

the return of these additional funds during the Final Contract Closeout period. 

 

C. Modifications Made to the PPP Contract Without DPP Approval  

Throughout the life of the Contract, DDS and CAU entered into agreements that modified 

the manner in which the Contract operated. These changes, memorialized in Memoranda of 

Understanding (MOUs), amounted to, in some cases, fundamental shifts away from the original 
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advertised specifications for the scope of work and associated costs. Such changes to existing 

contracts are not uncommon. Indeed, in this Contract, as in other publicly bid contracts, there was 

a specific mechanism in place to make such modifications. The Contract required that DPP review 

and approve changes. This type of review is built into the contracting process for a number of 

reasons, including for example, to preserve the integrity of the contract and the procurement 

process used to award the same, ensure that the state does not pay more than it has contracted for 

goods and services, and to ensure that the beneficiaries of each contract are delivered services as 

required and as intended by each contract. 

Generally, a state contract may be changed or modified if the changes or modifications are 

made pursuant to a process that is set forth in the contract and otherwise complies with state laws, 

regulations and any applicable Circular Letters. DPP is the central contracting body for state 

agencies. This Contract, state law, and a Treasury Circular Letter all required the Director of DPP 

to authorize any amendment to the Contract. Indeed, pursuant to the Contract, Section 5.8, 

Contract Amendment, “Any changes or modifications to the terms of this contract shall only be 

valid when they have been reduced to writing and executed by the contractor and the Director of 

DPP.” The Contract further provides in Section 5.24, Additional Work and/or Special Projects that 

“[n]o additional work and/or special project may commence without the Director's written 

approval.” That Section cautions that if a contractor proceeds with any additional work without 

obtaining the Director's written approval, the state will not be obligated to pay for the work. 

In addition to the Contract, N.J.S.A. 52:34-10.7, Responsibilities of State Contract 

Manager for a Contract, codifies the requirement that the DPP Director authorize any amendment 

to a state contract. That statute provides in pertinent part that “the State Contract Manager [DDS] 

shall be responsible for obtaining permission from the [DPP] director to reduce the scope of work, 

amend the contract or add work or special projects to the contract after contract award.” 
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Finally, Treasury Circular Letter 14-08-DPP, Section V(A)(2), Duties and Responsibilities 

of the State Contract Manager, specifically sets forth the process for amending a state contract and 

mandates that the DPP Director must ultimately approve any amendment. That Circular Letter 

provides that: 

The State Contract Manager must seek the consent of the Division of Purchase and 

Property Procurement Supervisor, before entertaining a discussion with the 

contractor(s) concerning potential scope changes, compensation changes . . . .  Only 

with the consent of the Division of Purchase and Property may such discussion 

move forward between the State Contract Manager and the contractor(s), and only 

the Director or his/her designee may agree to changes to the contract. 

As part of this audit, OSC reviewed five MOUs executed by CAU and DDS effective October 11, 

2006; February 4, 2008; June 1, 2009; December 13, 2010; and December 12, 2011, none of which 

were signed by or showed evidence of approval by DPP. Rather, all five of the MOUs were signed 

only by representatives from CAU and DDS, which is contrary to the express language of the 

Contract, state law, and the applicable Circular Letter as outlined above. This practice weakens the 

state’s ability to properly oversee CAU’s performance of its contractual requirements and DDS’s 

oversight of its vendor. In light of that, the practice of entering into MOUs in a manner that is 

contrary to the express terms of a contract, state law and the applicable Circular Letter should 

cease immediately. As noted in the specific examples below, the MOUs changed the nature of the 

Contract, increased the cost, and created vulnerabilities that were not subject to review. 

1.  Unauthorized MOUs Allowed CAU to Perform Services Prohibited by the Contract 

The February 4, 2008 MOU altered the scope of work and changed specific responsibilities 

that were to be performed by DDS. For example, N.J.A.C. 10:140-3.3(h) requires the State 

Program Administrator [referred to in the Contract as the “State Contract Manager”] to approve 

all Participants’ CMPs. The Contract, Section 3.2.2, Statewide FISO vs. Fiscal Agent Duties, 

reiterates this requirement by specifically prohibiting CAU from approving CMPs. 
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From a random sample of 32 Participants, OSC reviewed 68 CMPs to determine whether 

they were approved in accordance with N.J.A.C. 10:140-3.3(h) and Section 3.2.2 of the Contract. 

OSC found that 49 of the 68 CMPs (72 percent) had been approved by a CAU employee rather 

than the State Contract Manager, as required by regulation and the Contract.10 The gross amount 

of funds disbursed to the sampled Participants based on these unauthorized approvals totaled 

$519,227 for the two-year audit period. 

OSC reviewed a further sample from the selected 32 Participants’ CMPs to determine 

whether the State Contract Manager had approved them before the expenditure of any funds, as 

required by N.J.A.C. 10:140-3.3(h) and Section 3.3.7 of the Contract.11 Specifically, OSC tested 

17 Participants’ CMPs and found that the State Contract Manager approved 3 of the CMPs (18 

percent) after the billing start date, in violation of the regulation and Contract. 

2.  DDS Gave Vendor’s Employees Unauthorized Access to State Resources 

Pursuant to the MOUs entered on February 4, 2008, June 1, 2009, December 13, 2010 and 

December 12, 2011, OSC also found that CAU employees worked at DDS’ office during the audit 

period. These employees performed functions that mirrored those performed by state employees. 

The access given to CAU employees, compounded by the lack of DDS oversight of those 

employees, left the system vulnerable to abuse. Thus, from an internal control perspective, the fact 

that CAU employees were physically working in the DDS office, given access to state resources 

including computers and files, and permitted to perform functions prohibited by the Contract 

(Section, 3.2.2.) including approving CMPs, increased internal vulnerability to the state. 

                                                           
10 Specifically, a CAU employee who was located at DDS’ offices approved 44 of 49 CMPs and 

a CAU regional supervising counselor approved the remaining 5 CMPs. 
 
11 This requirement is also consistent with sound internal controls, ensures that expenditures are 

only made for CMP-designated services and are performed by appropriate providers. 
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3.  Changed Billing Practices May Have Led to Potential Overpayment 

By virtue of the unauthorized MOUs between CAU and DDS, OSC determined that CAU 

began to bill two state entities (DDS and Medicaid) for nursing assessments in a manner that was 

contrary to the original terms of the Contract. Such billing allowed CAU to receive payments for 

services that exceeded those contemplated under the Contract. Specifically, by entering into the 

February 2008 MOU, DDS allowed CAU to directly bill Medicaid $35 for each nursing assessment 

and also bill DDS an additional $35 for the administration of these same nursing assessments. 

Pursuant to N.J.A.C. 10:60-11.2, Medicaid reimburses a total of $35 for each nursing assessment 

and reassessment. By agreeing to pay an administrative charge of $35 as part of the unauthorized 

MOUs, DDS allowed CAU to be paid more for this service than was originally contemplated in 

the Contract and permitted by regulation.  OSC has calculated that CAU billed the state $113,645 

for administrative charges related to these nursing assessments. 

Both CAU and DDS claim that the two $35 payments were not for identical services. 

Instead, they contend that one $35 charge was for the service itself and the other $35 charge was 

an additional payment to CAU for administrative responsibilities that were beyond the scope of 

the Contract. That may be true. CAU, however, has no documentation to support its position on 

this point. DDS points to a memorandum that appears to offer some support for that position but 

does not address the specific issue. DDS also claims, without any documentary support, that it 

received advice from DPP which led the agency to believe that contract modifications of this type 

did not require DPP’s approval. DPP, however, advised OSC that it has no records in its files 

memorializing such advice, or any other advice regarding efforts to amend this contract. 

Whether the two $35 charges were for the same service or for different ones is of no 

moment. Neither DDS nor CAU can point to any dispositive memorialization of the basis for the 

second $35 charge. Indeed, the fact that the second charge equals the contracted-for charge for the 



  

24 

 

service could support a conclusion that it was at best arbitrary or at worst a deliberate attempt to 

mask the fact that DDS permitted a second charge. In either case, however, the change to the 

Contract that allowed this charge to be added was done in a manner that did not comport with the 

Contract, state law, and the operative Treasury Circular Letter. 

Additionally, CAU asserts that, as a vendor, the modification process lies beyond its 

control and that any criticism related to the contract modification process can only be directed at 

DDS. OSC agrees in principle that DDS controlled the process, but given the specific contract 

language that warns vendors that payments for improper modifications may not be approved and 

given the fact that CAU was a sophisticated, long-term vendor of the state, it cannot be completely 

absolved of responsibility. Notwithstanding that fact, the core findings on this point and the 

recommendations that follow focus more substantially on DDS as the contract manager.   

Recommendations: 

7. DDS should ensure its practices with regard to DPP approvals for contract modifications 

comply with the terms of the operable contract, state law and Treasury Circular Letter 14-

08-DPP. Any approvals or advice given in that regard should be in writing and retained for 

the entire term of a contract and as required by the state’s document retention policies. 

8. DDS as the State Contract Manager should approve all acceptable CMPs before the billing 

start date as required by state regulation and the terms of the Contract. 

 

9. DDS should not improperly delegate its contractual responsibilities to contracted vendor 

staff. 

10. DDS should ensure that it provides its contracted vendors with only the most limited form 

of access to state information and databases needed to perform their contractually required 

duties. 

11. DDS should not approve price increases for contracted services, whether billed to Medicaid 

or to DDS, without first seeking approval from DPP and memorializing the increase 

through a contract amendment or without memorializing the rationale for concluding that 

DPP’s written approval was not required. 

12. During the Final Contract Closeout period, DDS and CAU should address the potential 

overpayment of $113,645 for the additional services related to nursing assessments. 
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D. Failure to Meet Certain Contract Terms  

As with any state contract, a vendor – here CAU – has a contractual obligation to deliver 

services in accordance with the terms of the contract. A contract manager – here DDS – has an 

obligation to ensure that those services are delivered as bargained for. OSC’s audit has revealed a 

number of areas where the parties did not meet their contractual obligations. As with the balance 

of this audit report and in recognition of the fact that CAU is no longer the vendor for the PPP, 

OSC’s recommendations in this area are limited to DDS’s continued role as contract manager of 

the PPP. 

1.  Failure to Retain Payroll Processing Documents 

The PPP is a consumer-directed service through which Participants hire individuals to 

provide their care. CAU assists in that effort by establishing a payroll process and creating 

individual accounts in its accounting system for the purpose of managing funds received on behalf 

of the Participants from Medicaid. CAU then uses those funds to pay employees hired by 

Participants. 

According to the Contract, Section 3.2.5.2, Fiscal Agent Duties and Employees, the 

contractor ─ CAU ─ “shall distribute, collect and process the domestic household employees' bi-

weekly timesheets” and “prepare bi-weekly payroll checks and send them to the Program 

Participant for distribution or to the worker directly within five (5) business days after receipt of 

the relevant timesheet.” 

OSC selected a sample of 32 Participants and reviewed their employees’ timesheets for the 

audit period for accuracy and completeness. Based on the review, OSC determined that 1,267 

timesheets should have been sent to CAU to support the billings for the services rendered. 

However, CAU did not provide OSC with copies of 20 of the 1,267 timesheets (1.5 percent). 

Unsupported payments related to the missing timesheets amount to $10,366. Furthermore, CAU’s 
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failure to provide those documents constitutes a violation of its seven-year document retention 

policy. 

OSC also reviewed the same sample of 32 Participants’ employees and their timesheets for 

the audit period, focusing specifically on the timesheet submission dates, days worked by the 

household employees, and payroll processing dates. Of the 1,247 timesheets reviewed, OSC found 

149 (12 percent) instances where timesheets were submitted before the work had been performed 

by Participants' employees.  

CAU, in its response, contends that it followed proper payroll procedures and that any 

errors were the result of “misfiling.” CAU does not dispute that the relevant timesheets could not 

be produced. 

Recommendation:  

13. DDS and CAU should address the overpayment of $10,366 for unsupported payments 

related to the missing timesheets during the Final Contract Closeout period. 

2.  CAU and DDS Failed to Follow Contractual Training Requirements  

CAU provides counselors to help the Participants recruit, hire, train, and, if necessary, 

terminate domestic household employees. These counselors must first receive training, which is 

provided by DDS, as the State Contract Manager. The training occurs in both a classroom setting 

and during a home visit, and must take place before the counselors can provide these services in 

accordance with Contract, Section 3.3.2, Training of Counselors. That Section provides that: 

All staff assigned by the contractor to provide counseling services shall complete a 

three (3) day training course, provided by the State Contract Manager and staff from 

the Division of Disability Services prior to those counselors working with any 

Program Participants. This training will be provided at no cost to the contractor; 

however, the counselor’s time attending the training will not be reimbursed by the 

State or by Medicaid. Counselors need only be trained once. 

 

According to DDS, the training requirements were verbally modified to reduce the training 

requirement from three days to one. OSC found that DDS did not formalize this Contract 
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modification, as required by the Contract, Section 5.2.2 (c), Other Duties of the State Contract 

Manager, which provides that “the State Contract Manager is responsible for obtaining permission 

from the Director [of DPP] to reduce the scope of work, amend the contract or add work or special 

projects to the contract after contract award.” (emphasis added). In its response, DDS concedes 

that it modified training requirements without DPP approval to address the rapid growth of the 

program. 

Recommendations: 

14. DDS should obtain DPP’s approval and properly memorialize all contract revisions before 

changing the scope of work.  

  

15. DDS should adhere to and enforce all training requirements in the PPP contract. 

3.  Failure to Meet Contractual Participant-Counselor Matching Requirements 

Pursuant to the Contract, Section 3.3.4, Matching Counselors with Program Participants, 

“The contractor will be required to match a Program Participant with a trained counselor within 

48 hours (two (2) business days) of receiving a referral from the Program. The counselor will be 

required to make the first contact via telephone within 48 hours of receiving the referral.” 

OSC tested the 48-hour contact requirement and found that 11 of 16 (69 percent) 

Participants did not receive the required first telephone contact within 48 hours of the assignment.12 

OSC’s testing resulted in the following findings: 

• 5 of 16 (31 percent) Participants were contacted by telephone 6 days or more after the 

 counselor had received the assignment. In one case, a Participant was contacted by 

 telephone 18 days after the counselor received the assignment. 
 

• 5 of 16 (31 percent) Participants were not contacted until their assigned counselor made 

 the first home visit, which occurred anywhere from 6 to 27 days after the 

 Participant/counselor assignment was made. 

 

                                                           
12 To review CAU’s compliance with the contractual participant-counselor matching requirements, 

OSC selected 16 of the 32 randomly sampled Participants who entered the program during the 

audit period. 
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• 1 Participant of 16 (6 percent) was contacted by the assigned counselor 1 day before 

 the counselor’s assignment. 

 

Pursuant to the Contract, Section 3.3.6 (10), Responsibilities of Counselors, counselors 

must maintain “telephone contact with Program Participants on a monthly basis for the first six 

months of participation to ascertain that service needs are being met.” Further, in accordance with 

the Contract, Section 3.3.10, Reports: 

The Contractor shall maintain an accurate list of Program Participant/counselor   

matches and generate a biweekly report that identifies the Program 

Participant/counselor matches. At a minimum, the list will include the Program 

Participant’s name, counselor’s name, counselor’s contact number, and the date in 

which the assignment was made. This report will be sent to the State Contract 

Manager. 

 

OSC tested whether the counselors contacted the Participants on a monthly basis for the 

first six months of their enrollment in the Program and whether the list of Participant/Counselor 

match reports contained the information required by the Contract. OSC found the following: 

• 9 of 17 (53 percent) Participants were not contacted on a monthly basis by the counselor 

 for at least 1 of the required 6 months and 1 Participant was not contacted by a counselor 

 for as long as 4 months. 

 

•  All 128 Participant/counselor match reports reviewed by OSC for completeness in the audit 

 period omitted the counselor’s contact information as required by the Contract. 

 

DDS contends that matching delays were caused by inaccurate contact information or by 

Participants’ unwillingness to respond. See Appendix B8. CAU asserts that delays were the result 

of the unavailability of required training programs that prevented CAU from deploying newly 

hired staff to meet the demands of a rapidly expanding program. See Appendix A12. Under either 

scenario, neither party disputes the finding that this critical Contract term was not met. Going 

forward, DDS must ensure that vendors are meeting their contractual obligations and that DDS is 

not creating any impediments to achieving that goal. 
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Recommendation: 

16. DDS should establish a compliance benchmark for matching counselors with Participants 

and periodically select case files to verify contractor compliance. 

4.  Contractual Counselor Case Load Limits were Exceeded 

Pursuant to the Contract, Section 3.3.5, Maximum Caseload, CAU counselors must not, at 

any time, exceed 120 cases for a full-time employee and 60 cases for a part-time employee. OSC 

attempted to review all CAU counselors’ caseloads during the audit period to determine whether 

CAU exceeded the Contract caseload thresholds.13 From the information that CAU did provide, 

OSC found that, in 2010, 37 of 203 (18 percent) counselors had a greater caseload than that 

permitted by Contract. In 2011, 79 of 261 (30 percent) counselors had a greater caseload than that 

permitted by Contract. The excessive counselor caseloads could potentially reduce the quality of 

services provided to Participants. 

Again, DDS and CAU have different explanations for OSC’s findings. Neither party, 

however, disputes that there were compliance exceptions in this area of the Contract. As a result, 

DDS must evaluate the manner in which it monitors contract terms, particularly when non-

compliance may have a direct impact on the quality of services provided. 

Recommendation: 

 

17. DDS should create and implement a monitoring system to ensure that the vendor complies 

with the counselor caseload contractual requirements. 

5.  Contractual Monitoring Requirements were not Met  

Pursuant to the Contract, Section 3.3.10, Report, “Counselors, during their quarterly 

monitoring visits, shall complete a written report of their findings on each Program Participant. 

                                                           
13  OSC did not receive documentation for three counselors. As a result, OSC was not able to verify 

whether those three counselors exceeded the number of allowable cases. 
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The Quarterly Monitoring Visit Report must be completed and submitted to the State Contract 

Manager within 30 days of the Program Participant’s quarterly anniversary.” 

OSC compared the date on the quarterly counselors’ report logs to the date on the quarterly 

home visit consumer contact sheets. For a sample of 20 Participants, OSC reviewed 164 

Participants’ reports and found the following: 

• 22 of 164 (13 percent) Participants’ reports were not included in the counselors’ quarterly 

 report, but were included in the consumer contact sheets. As a result of these discrepancies, 

 OSC cannot determine whether a home visit actually occurred in these instances. 

 

• 38 of 164 (23 percent) Participants’ required reports were not performed during the 

 required month. By not performing these reports in a timely manner, Participants’ program 

 service issues and concerns may not have been addressed.   

 

• 8 of 164 (5 percent) counselors’ quarterly reports were dated before the home visits 

 occurred. Having quarterly reports dated before the home visits occur raises questions as 

 to whether home visits occurred and were accurately reported on the quarterly reports. 

 

In response, CAU makes the bare assertion that “[c]ounselors’ visits with Participants 

occur in accordance with the contract requirements.” See Appendix A12. DDS notes that it created 

a position, in 2013, to “monitor vendor’s contractual responsibilities.” See Appendix B9.  While 

the new position created at DDS may address this issue, neither response warrants a modification 

to OSC’s findings or recommendations. 

Recommendations: 

18. DDS should review the counselors’ quarterly reports to ensure that these reports contain 

accurate information, are prepared as required, and are completed in a timely manner. 

   

19. DDS should review the counselors’ quarterly reports to verify that the documentation 

supporting the visits adequately supports the services performed. 

 

VI. Auditee Responses 

Appendix A - Community Access Unlimited, Inc.’s Response 

Appendix B - Department of Human Services’ Response 
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Appendix C - Department of Human Services Response 

Appendix B - Department of Human Services Response 
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Response and Corrective Action Plan to the Office of the State Comptroller, Medicaid  

Fraud Division’s Revised Draft Audit Report on compliance of Community Access  

Unlimited, Inc.’s Personal Preference Program Contract  

  

A. CAU Held $19.1 million of unspent participants’ funds and interest that were required to be returned 
to the State  

  

DHS Response: The Office of the State Comptroller (“OSC”) should be aware that since the inception 

of the Personal Preference Program (“PPP”), unspent balances were allowed to accumulate in a 

segregated account in order to be a source of available funds to pay emergency claims on an 

expedited basis rather than requesting these emergency funds through the Medicaid Program’s 

fiscal agent. Notwithstanding, the Department of Human Services (“DHS”) had no knowledge that 

Community Access Unlimited, Inc. (“CAU”) transferred unspent Medicaid funds to its investment 

accounts because the unspent funds always appeared on CAU’s balance sheets, which were 

provided to DHS at regular intervals. In accordance with the contract to serve as the fiscal agent for 

PPP (the “Contract”), CAU is required to “act as the custodian of Program Participants' cash grants.” 

(See Exhibit 1) CAU’s unauthorized transfer of the unspent Medicaid funds to its investment 

accounts and subsequent investment of these funds in the stock market not only violated the 

Contract, but seriously jeopardized the funds that CAU was responsible for safeguarding. 

Accordingly, it is DHS’ position that CAU must remit to the State: (1) the remaining balance of the 

unspent Medicaid funds, (2) pursuant to the Contract, all interest accrued on the unspent Medicaid 

funds and (3) any other financial benefit derived by CAU as a result of its unauthorized investment of 

the unspent Medicaid funds.  

  

OSC’s Revised Draft Audit Report incorrectly asserts that the State did not establish a mechanism for 

CAU to return the unspent Medicaid funds. From 2000 through 2011, DHS has no records supporting 

CAU’s allegation that it requested to return the unspent Medicaid Funds to the State. We note that 

this unsupported allegation by CAU directly contradicts the fact that it made unauthorized 

investments of unspent Medicaid funds in the stock market during the same timeframe it now 

alleges it was trying to return these funds to the State. Nevertheless, on August 27, 2012 DHS 

provided instructions to CAU on the process for remitting the unspent Medicaid funds to the State. 

(See Exhibit 2)  CAU was aware of and familiar with the protocols to return unspent Medicaid funds 

as evidenced by the fact that it entered into a Contract Modification effective July 1, 2014 which 

states in relevant part: “On August 27, 2012, the State NJ State Director of Disability Services issued 

a letter to CAU that provided a process for CAU to remit Unspent Participant Funds. CAU promptly 

remitted Unspent Participant Funds for the period 2001 through 2011 once the State provided CAU 

with a process to do so.” (See Exhibit 3) CAU made 2 additional payments in June and July 2015 and 

further acknowledged its understanding of this process in a letter to DHS dated July 20, 2015. (See 

Exhibit 4) Furthermore, as part of the contract closeout process, DHS sent a letter to CAU dated April 

20, 2017 to remind CAU of the process for the remittance of unspent Medicaid funds and any other 

funds due to the State. (See Exhibit 5) It also should be noted that as part of a CAU Corrective Action 



  

B4 

 

Plan following the August 27, 2012 instructions, DHS attempted to recover the remaining balance of 

unspent Medicaid funds from CAU. (See Exhibit 6)  

Recommendations:  
  

1. CAU should remit $11,250,412 by no later June 30, 2017 ── the expiration of the 90-day transition 

period.   

  

DHS Corrective Action: After DHS completes its review of CAU’s reconciliation of funds owed to 

the State following the expiration of the Contract transition period, DHS will take reasonable 

steps to require CAU to return the remaining balance of unspent accumulated Participant funds, 

accrued interest and any other financial benefit derived by CAU as a result of its unauthorized 

investment of these funds. In addition, it should be noted that a contract for these services has 

been awarded to a new vendor (the “New Contract”). (See Exhibit 7) Under the terms of the 

New Contract, numerous changes to PPP were made, including eliminating the necessity for a 

State funded reserve for unspent funds.  

  

2. DDS should include the collection of the $11,250,412 assessed in this audit as part of a final 

financial close out of all funds due to the state before the close of this Contract.  

  

DHS Corrective Action: Since OSC has had to rely on estimates to determine what it believes to 

be the balance owed by CAU, after DHS completes its review of CAU’s reconciliation of funds 

owed to the State following the expiration of the Contract transition period, it will be in a 

position to determine the final financial close out of all funds due to the State.  

  

B. CAU Held $2.5 million of unspent administrative funds and interest that should have been returned 

to the state   

  

DHS Response: DHS agrees that CAU must remit all unspent administrative funds at the expiration of 

the Contract. However, OSC incorrectly implies that the Contract required that these surplus 

administrative funds had to be returned to the State at the end of each year. The  

Contract only references that this “has been program practice” but does not make it a requirement. 

(See Exhibit 1) Furthermore, DHS had no knowledge that CAU “regularly withdrew the interest 

earned on the surplus funds in the Administrative Account and transferred these funds to another 

administrative account.” Based on CAU’s unauthorized withdrawal of funds from the Administrative 

Account, OSC has determined that there is legal justification for assessing interest on the unspent 

administrative funds pursuant to  

N.J.S.A. 30:4D-17 (e)-(g). After DHS completes its review of CAU’s reconciliation of funds owed to the 

State following the expiration of the Contract transition period, DHS will take reasonable steps to 

require CAU to return the remaining balance of unspent administrative funds and accrued interest. 

To the extent that the interest assessed by OSC relates to  
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“improperly expended Medicaid funds,” DHS will support any recovery efforts by OSC of the 

assessed interest pursuant to OSC’s statutory authority under N.J.S.A. 30:4D-53 et seq. to “pursue 

the recoupment of Medicaid overpayments, damages, penalties, and sanctions.”  

Recommendations:  
  

3. CAU should remit $2,527,677 (comprised of $1,719,254 in administrative funds plus $808,423 in 

assessed interest) by no later than June 30, 2017 ── the expiration of the 90day transition period 
of the amended CAU Contract with the state.  

  

DHS Corrective Action: After DHS completes its review of CAU’s reconciliation of funds owed to 

the State following the expiration of the Contract transition period, DHS will take reasonable 

steps to require CAU to return the remaining balance of unspent administrative funds and 

accrued interest.. Furthermore, under the terms of the New Contract there will no longer be an 

administrative account. (See Exhibit 7)  

4. CAU should provide to DDS a reconciliation of unspent administrative funds for years 2012, 2013, 

and the first six months of 2014 that accumulated through June 30, 2014, the date of the Contract 

Amendment.  

  

DHS Corrective Action: The letter that DHS sent to CAU dated April 20, 2017 directed CAU to 

provide a reconciliation of all funds owed to the State, including unspent administrative funds 

after the end of the Contract transition period. (See Exhibit 5)  

5. As part of its final Contract close-out and reconciliation of funds due to the state, DDS must pay 

at least $2,527,677 to account for administrative funds and interest due to the state.  

  

 DHS Corrective Action: CAU, not DDS (or DHS), is responsible for remitting all administrative funds 

due to the State.   

  

6. DDS should determine if additional amounts are due to the state for unspent administrative funds 

and interest covering the period of July 1, 2014 through June 30, 2017 ── the expiration of the 90 

day transition period. If so, these amounts must be included in the final close-out and DDS should 

pursue collection of same.  

  

 DHS Corrective Action: After DHS completes its review of CAU’s reconciliation of funds owed to the 

State, it will be in a position to determine whether additional amounts are due to the State for 

unspent administrative funds. If DHS is unable to collect additional amounts due to the State for 

unspent administrative funds and interest from CAU, DHS will support any recovery efforts by 

OSC of the assessed interest on unspent administrative funds pursuant to OSC’s statutory 

authority.  

  

C. DDS Did Not Obtain DPP Approval for Several MOUs with CAU   
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DHS Response: The purpose of the referenced Memorandum of Understandings (“MOUs”) was to 

remediate unforeseen and emergent program issues as they occurred. It is DHS’ understanding that 

when it sought approval from the Division of Purchase and Property (“DPP”) to make the 

modifications encompassed by the MOUs, it was advised by DPP that since these modifications 

related to the use of administrative funds (which were not explicitly delineated in the Contract), it 

was not within DPP’s authority to provide its approval. DHS’ contemporaneous internal 

correspondence supports its understanding of the position taken by DPP at the time.   

Recommendation:  
  

7. DDS is required to adhere to the Contract, state law and Treasury Circular Letter 14-08- DPP by 

obtaining written approval from the Director of DPP for any changes, modifications or work added 

to the Contract.  

  

DHS Corrective Action: DHS has consistently engaged in the practice of seeking all necessary 

approvals from DPP for State contract changes and will continue to comply with all related 

contract requirements, State law and Treasury circulars.  

D. Unauthorized MOUs Allowed CAU to Perform Services Prohibited by the Contract   

  

 DHS Response: DHS contends that the MOUs were permissible since it relied on DPP’s directive that 

DPP did not need to provide its approval for the modifications encompassed by the MOUs. DHS also 

disagrees with OSC’s characterization of Section 3.3.2 of the Contract as strictly prohibiting CAU staff 

from approving the Program Participant’s Cash Management Plan (“CMP”). Conversely, Section 

3.3.2 of the Contract states “Generally speaking, the contractor provides all the financial, 

bookkeeping and record keeping duties related to the Program except…Approving the Program 

Participant's CMP.” (Emphasis added). (See Exhibit 1) DHS also disagrees with OSC’s characterization 

of N.J.A.C. 10:1403.3(h), as this regulation only requires final approval from the State Contract 

Manager to make the CMP active after it has been “developed by the consumer in consultation with 

the county designated agency.”  

  

Recommendations:  
  

8. DDS as the State Contract Manager should approve all acceptable CMPs before the billing start 

date as required by state regulation and the terms of the Contract.  

  

DHS Corrective Action: In 2011, DDS restricted the review and approval of all CMPs to State 
staff. DHS will continue to administer the PPP contract in accordance with all legal requirements.   

  

9. DDS should not improperly delegate its contractual responsibilities to contracted vendor staff.  

  

DHS Corrective Action: DHS will continue to administer the PPP contract in accordance with all 

legal requirements.  
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E. CAU Employees’ Given Unauthorized Access to State Resources   

  

DHS Response: DHS takes preventative measures to restrict vendors’ access to confidential 

information. To that end, in 2011 DDS restricted the review and approval of all CMPs to State staff. 

In addition, the New Contract explicitly precludes the new vendor’s employees from performing this 

duty. (See Exhibit 7)  

  

Recommendation:  
  

10. DDS should ensure that it provides its contracted vendors with only the most limited form of 
access to state information and databases needed to perform their contractually required duties.  

  

DHS Corrective Action: DHS will continue its practice of taking preventative measures to restrict 

vendors’ access to confidential information. Accordingly, in order to perform its contractual 

responsibilities, the new vendor’s employees will have limited access to the NJMMIS database.   

  

F. CAU Double Billed the State for Services Rendered   

  

DHS Response: Following negotiations, DDS’ Director agreed to permit CAU to bill Medicaid the 

prevailing rate for completing the assessments and to compensate CAU an additional $35 per case 

for the administrative duties related to nursing assessments. These expenses were disbursed from 

the PPP administrative account. This additional fee does not constitute “double billing” since it was 

clerical, not clinical.  To the extent that OSC has identified an overpayment of Medicaid funds 

related to these expenses that is in violation of the law or CAU’s Medicaid Provider Certification, 

DHS will support any recovery efforts by OSC of any such overpayments pursuant to OSC’s statutory 

authority under N.J.S.A. 30:4D53 et seq.   

Recommendations:  
  

11. CAU should remit $149,906 comprised of $113,645 for double-billing plus $36,261 in interest.  

  

DHS Corrective Action: DHS disputes the categorization of the administrative fee as double 

billing, but will support any recovery efforts by OSC of the administrative fee pursuant to OSC’s 

statutory authority.  

12. DDS should not allow increases for contracted services, whether billed to Medicaid or to DDS, 

without seeking approval from DPP and memorializing the increase through a contract 

amendment.  

  

DHS Corrective Action: DHS will continue its practice of seeking all necessary approvals from DPP 
for State contract changes and will continue to comply with all related contract requirements, 

State law and Treasury circulars.  
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G. CAU Failed to Retain Payroll Processing Documents   

  

DHS Response: CAU provided copies of all payroll processing documents to DHS, upon request.   

Recommendation:  
  

13. CAU should remit $12,716 for unsupported payments related to the missing timesheets, which 
includes the principal amount of $10,366 plus $2,350 in interest.  

  

DHS Corrective Action: DHS will support any recovery efforts by OSC of the unsupported 

payments related to the missing timesheets pursuant to OSC’s statutory authority.  

H. CAU and DDS Failed to Follow Contractual Training Requirements   

  

DHS Response: In 2013, the training requirements were modified by DDS to address rapid 

growth and various operational changes in PPP.  The New Contract requires the new vendor to 

follow specific training requirements.   

Recommendations:  
  

14. DDS should obtain DPP’s approval and properly memorialize all contract revisions before changing 

the scope of work.  

  

DHS Corrective Action: DHS will continue to memorialize all contract revisions and seek all 

necessary approvals from DPP before changing the scope of work and will comply with all 

related contract requirements, State law and Treasury circulars.  

15. DDS should adhere to and enforce all training requirements in the PPP contract.  

  

DHS Corrective Action: All training requirements are explicitly stated in the New Contract. (See 

Exhibit 7)   

  

I. CAU Failed to Meet Contractual Participant-Counselor Matching Requirements   

  

DHS Response: It is DHS’ understanding that the delays were attributed to incorrect contact 

information, participants’ unavailability and participants’ unwillingness to respond. Under such 

circumstances, the vendor should not be held accountable.   

   

Recommendation:  

  

16. DDS should establish a compliance benchmark for matching counselors with Participants and 
periodically select case files to verify contractor compliance.  
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DHS Corrective Action: Under the New Contract, the new vendor is required to maintain records 

of all home visits and contact attempts. (See Exhibit 7) DHS will periodically select case files to 

verify whether the new vendor is in compliance with these contract requirements.   

J. CAU exceeded contractual counselor exceed case load limits  

  

DHS Response: DHS routinely discussed this issue with CAU and both parties collectively made 

appropriate staffing adjustments on a weekly basis, including having supervisors maintain caseloads. 

It also should be noted that this issue was due in part to the fact that PPP is a Medicaid state plan 

Alternative delivery mechanism to a State Plan entitlement service which was compounded by the 

rapid program growth reflected in Chart 2 of OSC’s Revised Draft Audit Report.   

Recommendation:  

  

17. Given the significant deviation from the contract requirements, DDS should create and implement 

a monitoring system to comply with the counselor caseload contractual requirements. On a 

quarterly basis, DDS should require a contractor to submit a counselor caseload compliance report 

that would allow DDS to validate the contractual thresholds. This change may require DPP 
approval and, if so, the parties should request DPP guidance in memorializing this change.  

  

DHS Corrective Action: The New Contract requires the new vendor to maintain a case ratio 

standard that allows for ongoing retention and training of counselors, which should help to 

avoid the counselor to Participant ratio issues that occurred with CAU.   

K. CAU Failed to Satisfy Contractual Monitoring Requirements   

  

DHS Response: In 2013, DHS created the position of Assistant Program Manager at DDS, with the 

primary responsibility to monitor the vendor’s contractual responsibilities.   

Recommendations:  
  

18. DDS must review the counselors’ quarterly reports to ensure that these reports contain accurate 
information, are prepared as required and completed in a timely manner.  

  

DHS Corrective Action: In 2013, DHS created the position of Assistant Program  

Manager with the primary responsibility of monitoring the vendor’s contractual responsibilities.   

19. DDS must periodically review the counselors’ quarterly reports to verify that the documentation 

supporting the visits adequately supports the services performed.  

  

DHS Corrective Action: Same as corrective action above.  

  

L. CAU Failed to Maintain a Contractually Required Advisory Committee   
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DHS Response: When the authority to operate PPP changed from an 1115 Research and 

Demonstration Waiver to a State Plan Amendment 1915 (j) in June 2008, it eliminated the 

requirement for an advisory committee. Nevertheless, the New Contract requires the vendor to 

organize and convene an Advisory Committee.  

Recommendation:  

  

20. DDS should adhere to all contract requirements, including any related to ensuring that the 
contractor establishes and operates contractually required committees.  

  

DHS Corrective Action: The New Contract requires the new vendor to organize and convene an 

Advisory Committee and to keep and maintain appropriate minutes.  

M. Significant Post-Audit Changes to the Contract   

DHS Response: DHS concurs with OSC’s determination that DHS properly amended the Contract 
through DPP to “permit CAU to transition from the consumer-directed PPP to a managed care 
environment.”   

  

Recommendations:  
  

21. DDS should complete a final financial closeout of all funds due to the state from inception to the 

end of the Contract. At a minimum, DDS must  collect the $13.8 million assessed in this Audit and 

any additional amount determined from its financial reconciliation of funds, including Participant 

and administrative funds and related interest, due to the state for the period covering July 1, 2014 
to June 30, 2017 ── the expiration date of the 90-day transition period.  

  

 DHS Corrective Action: After DHS completes its review of CAU’s reconciliation of funds owed to the 

State it will be in a position to determine the final financial close out of all funds due to the 

State.   

  

22. DDS should provide OSC with an itemized final close-out detailing the amounts due to the state 

and then inform OSC when the amount is collected.  

  

DHS Corrective Action: Same as corrective action above.  

 


