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Department of Human Services
Developmental Disabilities Council

Scope We have completed an audit of Department of Human
Services, New Jersey Developmental Disabilities
Council (DDC) for the period July 1, 1998 to April
30, 2000.  Our audit included financial activities
accounted for in the state’s General Fund. 

Annual expenditures of the New Jersey Developmental
Disabilities Council are $ 1.1 million excluding grant
programs.  Responsibilities of the New Jersey Devel-
opmental Disabilities Council as enumerated in New
Jersey Public Law 1979, Chapter 105 included:
reviewing the needs and problems of the developmen-
tally disabled, promoting public awareness, encourag-
ing self-advocacy, and recommending program and
construction priorities.  Another responsibility is to
foster cooperation and communication among other
agencies providing services to the developmentally
disabled.

Objectives The objectives of our audit were to determine whether
financial transactions were related to the agency's
programs, were reasonable, and were recorded prop-
erly in the accounting systems. 

This audit was conducted pursuant to the State Audi-
tor's responsibilities as set forth in Article VII, Section
1, Paragraph 6 of the State Constitution and Title 52
of the New Jersey Statutes.

Methodology Our audit was conducted in accordance with Govern-
ment Auditing Standards, issued by the Comptroller
General of the United States.

In preparation for our testing, we studied legislation,
administrative code, circular letters promulgated by the
State Comptroller, federal regulations, and policies of
the agency.  Provisions that we considered significant
were documented and compliance with 
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those requirements was verified by interview, observa-
tion, and through our samples of financial transactions.
We also read the budget message, reviewed financial
trends, and interviewed agency personnel to obtain an
understanding of the programs and the internal con-
trols.

A nonstatistical sampling approach was used.  Our
samples of financial transactions were designed to
provide conclusions about the validity of transactions
as well as internal control and compliance attributes.
Sample transactions were judgmentally selected. 

Conclusions We found that the financial transactions included in
our testing were related to the agency's programs, were
reasonable, and were recorded properly in the account-
ing systems. In making this determination, we noted
certain internal control weaknesses and matters of
compliance with laws and regulations meriting manage-
ment’s attention. We have also commented on the need
for the council to increase its oversight of the day-to-
day operations.
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Internal Controls - Documentation

The council should
improve internal

controls in the areas of
supporting  documenta-
t i o n  a n d  p r o p e r
approval of expendi-
tures.  

It is management’s responsibility to establish and
maintain an adequate system of internal controls.
Good internal controls are essential in achieving the
proper conduct of government business with full
accountability for the resources made available.  They
also facilitate the achievement of management objec-
tives by serving as checks and balances against unde-
sired actions.  Our review of expenditure transactions
found that the council has not established an adequate
internal control system.  We noted that the council did
not always receive or retain adequate supporting
documentation for expenditures.  In addition, there
were not always required approvals for payments.
These weaknesses indicate the need to improve the
control environment at the council and  for manage-
ment to place a stronger emphasis on designing effec-
tive internal controls to reduce the possibility of
erroneous or irregular transactions taking place and
not being detected.

Certain supporting documentation for training seminar
hotel charges were routinely discarded after one year
due to the belief that the documents were no longer
required. The discarded documentation included copies
of the council’s agreements with the hotels specifying
terms and prices for the venue.  This violates a state
statute which mandates a three to seven year retention
period for fiscal documents.  In addition, we noted that
other documentation to support activity expenditures
were not obtained or prepared.  Such documentation
included listings of people attending the events and/or
staying at the hotels, and their roles in the events.
Without such documentation, it is difficult to deter-
mine if payments were accurate and allowable.  The
following examples were noted.

• The council did not have copies of the agreements
with the hotel for two payments totaling 
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approximately $17,000 for accommodations in
connection with weekend training seminars. 
Terms, prices for the venue, and listings of people
staying at the hotel and their roles in the seminars
could not be substantiated.

• A $9,498 invoice for a final session’s hotel accom-
modations and graduation banquet cited the pres-
ence of 137 guests at the banquet.  Beyond the 35
participants at the session, there was no list of
attendees to validate the guest count and identify
their role at the event.  Another payment for
$3,328 for dinner for 100 people at  the year-end
celebration for Project Take Charge also lacked a
list of attendees.  In addition, there was no hotel
agreement on file with detail information to verify
the accuracy of the charges. 

• Reimbursements made by the DDC for expenses
incurred by regional family support councils often
lacked adequate supporting documentation for the
costs claimed.  Examples of such reimbursements
were: 1) $263 for travel, postage, telephone and
other miscellaneous expenses which was only
supported by an informal handwritten recap of the
mileage being claimed, 2) $110 for unsupported
child care expenses, and 3) $981 reimbursed to an
individual with only the following notation on the
face of the state payment voucher, “Replace
Money to bank account”. 

• The council had created a generic invoice which
was used by some of  its vendors rather than an
actual vendor’s invoice; however, the generic form
was often not accompanied by adequate documen-
tation to support the charges.  Examples of charges
paid using the generic form were $250 for a per-
sonal care assistant to provide physical assistance
to disabled participants at a training seminar and
$300 for a disc jockey at a year-end celebration for
one of the council’s training courses.
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• In some instances the fiscal officer would be the
only one to approve payments even though there
was an agreement with the Department of the
Treasury that a second authorized approval  would
be required and documented.  Payments included
four hotel invoices totaling $35,630,  $250 for a
personal care assistant, and $300 for disc jockey
services.

• An employee approved their own travel expense
vouchers for $644.  The travel voucher should
have been approved by their supervisor or by
another council employee designated by the coun-
cil to approve travel vouchers.

Recommendation We recommend that the council improve their system
of internal controls by establishing procedures that
require the submission and retention of adequate
support documentation to justify the validity and
propriety of expenditures.  We also recommend that
the council adhere to Treasury approval requirements
with either the Executive Director or Deputy Executive
Director of the council providing the second authorized
approval signature after reviewing the payment docu-
ments processed by the fiscal officer.  Finally, travel
expenses should be approved by the supervisor or
designated employee.

¼½
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The council should
develop guidelines

to define what consti-
tutes an acceptable ex-
penditure.

Policies and Procedures 
Acceptable Expenditures 

 
The council did not have guidelines for what consti-
tutes acceptable travel or other expenditures.  Such
policies should address what are allowable activities,
who is eligible, establish cost limits for the various
categories of expense, and require documentation to
support the expenditure. 

The council’s enabling legislation permits the payment
of council members’ necessary expenses incurred in
the performance of their duties; however, we noted that
the council also paid travel, hotel and meal expenses
for members of the general public attending their
seminars and other activities.  Since such expenses
would not be governed under state travel regulations,
the council needs to establish guidelines.  Our tests
indicated that the agency paid for travel expenses
submitted by the attending public without prior formal
approval or without restrictions to the costs incurred.
We also noted other expenditures that either did not
appear to be reasonable or were not allowed under the
federal Office of Management and Budget Circular A-
87 (OMB-A87) which defines allowable expenditures
for federal grants, New Jersey Department of the
Treasury Circular Letter 98-03 governing travel
expenses, and council policies.  Such expenditures
included alcoholic beverages, charitable donations, and
entertainment.

For example, two disabled members of the general
public attending a council activity were transported
from their respective homes at a cost of $2,332.  The
mileage rate charged by the company was $6 per mile
whereas the cost of other similar trips for transporting
disabled attendees by a different vendor was only $2
per mile. 

The council also paid travel expenses of $1,254 for
seven trips taken by a council member via taxi service.
Only one charge of $231 for transporting the 
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member to a council meeting could be documented as
relating to business of the council.

In April 1998, eight self-advocates accompanied
council members to a national conference in Anchor-
age, Alaska.  Both federal and state regulations allow
travel reimbursement for council members and em-
ployees, but make no provision for other individuals.

In another case, the council paid $6,500 for a live
musical performance at its statewide disabilities
convention. Entertainment expenses are not permitted
under OMB-A87.

Finally, the council rented a combination
television/video cassette recorder for $200 per day for
a seminar even though the council already owned one.

Recommendation We recommend that the council establish written
policies and procedures to govern the expenditure
process including provisions to define what constitutes
an allowable program expense, cost limits, eligibility
requirements, etc.  The council should ensure that all
such policies and procedures drafted by the council are
in accordance with all applicable federal and state
regulations.  A specific issue that should be addressed
is whether travel expenses for attendees from the
general public should be paid by the council and at
what rates.  We further recommend that the DDC
exercise greater oversight over the expenditures made
by council staff by subjecting them to periodic review
and approval.

¼½
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The council should
develop written

policies and procedures
to govern its purchas-
ing activities.  

Compliance with Purchasing Regulations

During our review of selected expenditure transactions,
we found that the council did not have adequate
written policies and procedures to establish proper
guidelines and controls over purchasing activities.
Furthermore, we noted that the council had acquired
goods and services without following state purchasing
procedures.  The Department of the Treasury’s Circu-
lar Letter (CL) 98-18-DP required that agencies first
purchase goods or services from state contract vendors
or state operated service bureaus.  If items were not
available through these sources, the circular letter
established requirements to obtain competitive quota-
tions from at least three vendors.

During fiscal year 1999, the council expended
$21,000 for photographic services and $12,000 for
business stationary and other printed specialty items
from non-contract vendors even though there were
state contracts available, as well as an in-house print
shop run by the Department of the Treasury.  The
agency should have attempted to procure these services
and items from approved sources before resorting to a
non-contract vendor.  In addition to photographic and
printing services, the council expended $23,000 for
personal care assistants and employed three consultants
without obtaining the required three quotations.  Two
of the consultants received approximately $8,000 each,
while the third consultant’s payments exceeded
$15,000.

It was also noted that when the council used state
contracts they would not always comply with the
requirements of the Purchase Bureau’s Notice of
Award (NOA) or would modify the terms of the
contract.  For example, the council conducts training
seminars for developmentally disabled New Jerseyans
at various hotels throughout the state.  During our
audit period, the council spent $230,000 for these
services.  The council was required to obtain quotes
from three hotels on the approved 
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vendor list for the geographic area where the event was
to be held and select the hotel offering the best price for
the agency’s conference specifications.  Our review of
the hotel invoices disclosed that the council’s staff
would select a hotel that they wanted to use from the
list and did not engage in competitive bidding.   

In another case, a printing contract had been estab-
lished for the council’s publications.  Total payments
under this contract amounted to $156,000.  A test
transaction found that the vendor was paid $14,392 for
a printing run of one publication.  This was nearly 50
percent more than the standard contract price of
$9,820 because the council wanted a different color
process than provided for in the contract.

Recommendation We recommend that the council develop adequate
written policies and procedures to govern the purchas-
ing process and ensure that such policies and proce-
dures are in accordance with applicable federal and
state regulations.

¼½

Operational Oversight

The DDC should in-
crease its oversight

of operations.

The council consists of 30 members: 18 public mem-
bers and 12 ex-officio members from various state
agencies.  The council employs individuals as it deems
necessary to direct and conduct the day-to-day opera-
tions.  Currently, the board does not formally review or
approve detail expenditures, neither before or after the
fact.  Since the DDC is not subject to oversight by the
Department of Human Services, internal controls could
be improved if the board provided more fiscal over-
sight.  This does not mean that they need to approve
every invoice prior to payment, but there should be
criteria established where the board is informed about
certain expenditures.  For instance, the board could
approve detail budgets for certain activities and then
receive follow-up reports on actual spending. This
would permit the 
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council to increase its oversight of the operation of its
staff and programs. 
 
We further noted that during the last year, April 1999
through March 2000, the council could not conduct
official business at four of its six meetings due to the
lack of a quorum.  As a result, administrative decisions
such as approving budgets, personnel actions, or new
initiatives were delayed or not acted upon.  This forced
the council staff to postpone new initiatives or to go
forward without formal approval.  

In addition, N.J.S.A. 30:1AA-9 stipulates, “The
council shall report annually, not later than July 1, to
the Governor and the Legislature as to its activities and
including any recommendations for administrative and
legislative action it deems appropriate.”  The council
has not issued an annual report since 1990.

Recommendation We recommend that the council develop and imple-
ment a plan to provide effective oversight over its
operations and increase attendance at council meetings.
The plan should include a process to review and
monitor staff activities, and accommodate council
members’ needs to encourage their active participation.
If members do not wish to participate, the removal and
replacement of public council members should be
initiated in accordance with the council’s by-laws.  

We further recommend that the council issue an annual
report in order to keep the legislature and the governor
better informed of their objectives and accomplish-
ments.

¼½
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The council should
establish a compen-

satory leave time pol-
icy.

Compensatory Leave Time 
for Council Employees

Although the council is an agency located in-but-not-of
the Department of Human Services, the department
acts as the Appointing Authority for payroll and
personnel actions.  The department has delegated this
authority at varying times to the Division of Develop-
mental Disabilities.  We found that the council had not
established a compensatory leave time policy for its
employees.  Such a policy would establish who can
earn compensatory time as well as when and how
much they can earn and accumulate.

We noted the following council maintained internal
records of compensatory leave time that were not
reported on the official records submitted to the ap-
pointing authority.  As a result, the official records
reported that employees were at work when they were
not.  The leave not reflected on the official record as a
result of compensatory leave time usage ranged from
one day to eight weeks.  Due to a change in the divi-
sion’s time reporting procedures as of January 2000,
the council’s compensatory leave time is now reflected
on the official records.  However, the internal compen-
satory leave time balances were moved to the official
records without verification of their accuracy.  

Certain employees of the council were earning signifi-
cant compensatory leave time during weekend council
activities.  Since there was no policy addressing when
compensatory leave time could be earned, we found
employees received as much as 11 hours per day of
compensatory leave time in addition to compensatory
leave time for the actual hours of the formal activities.
These hours were earned during social hours and sleep
time on overnight stays when the employees were on
call.  We also noted that employees routinely earned
compensatory leave time for working through lunch.
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The council’s internal records indicated that two
executive management employees were earning,
accumulating, and using compensatory leave time.  In
accordance with N.J.A.C. 4A:3-5.3(d)2 and as con-
firmed by Department of Personnel officials, these
employees were not entitled to accumulate compensa-
tory leave time beyond the same pay period.  We
further noted that the timesheets for these employees
often had no supervisory approval.

Recommendation The council should establish a policy governing the
awarding of compensatory leave time.  This policy
should be consistent with state law as required by
federal regulation, and the provisions of Title 11, Civil
Service as required by the council’s enabling legisla-
tion.  In addition, the division should verify the accu-
racy of the internal compensatory leave time balances
moved to the official records.  We also recommend the
accumulation of compensatory leave time for execu-
tive management be discontinued.

¼½

The council should
properly classify

the individuals it em-
ploys.

Consultants/Employees

During the period 1997 through 1999, the council
employed five consultants to supplement their staff
since additional authorized positions were not avail-
able.  Although the individuals were paid as vendors or
grantees, it appears that they were in effect employees
of the council based upon the following conditions.  

Individuals were paid an hourly rate.  Supporting the
payment to these individuals was either a state agency
timesheet or statement of hours worked.  They per-
formed the work themselves and the council estab-
lished the methods used to accomplish the work.  Their
product was an integral part of the council activities.
Therefore, the work performed by the individuals was
united within the operation showing they were subject
to direction and control of the council.  The individuals
performed their duties 
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on the council’s premises, who provided the resources
to fulfill their assignments.  Furthermore, some indi-
viduals were devoting full time to council activities
thereby restricting them from performing other gainful
work.

The conclusion that these individuals were employees
was further supported by the fact that in fiscal year
2000 the five consultants officially became state
employees when positions were created.  Paying
employees as consultants is in violation with federal
and state income tax, unemployment tax, and disability
tax regulations.  As such, the state may be subject to
additional penalties and fines.

Recommendation The council should establish policies governing the
hiring of staff and obtaining consulting services.  This
policy should be consistent with state and federal laws
and should avoid the commingling of vendors, employ-
ees, and grantees.

¼½
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Appendix

Auditee’s Response






















