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An Audit Committee meeting was held on Wednesday, September 13, 2017. The meeting was called to order at 1:03 
P.M. by Mr. Gordon Campbell, Member. Mr. Campbell then asked for a motion to adopt the minutes of the Audit 
Committee meeting held on June 13, 2017. A motion was made and seconded with all in favor to adopt the minutes. 
An additional motion was made and seconded to hold an Executive Session of the Audit Committee to discuss matters 
of personnel and potential litigation. 
 
Mr. Gordon then stated that I have asked our two main presenters, Mr. Telano and Mr. McNulty that we need to finish 
at 1:50 PM, which they assured me they can. 
 
Mr. Campbell directed the meeting to Mr. Telano for an audit update. 
 
Mr. Telano saluted everyone and began with the summary of External Audit being conducted by the City Comptroller's 
Office of the Electronic Medical Record System or Epic. The audit will be coming to close soon, we hope to receive a 
draft.  It began in September of last year, and we hope that it is winding down. 
 
Mr. Page asked if you have had a discussion with them along the way to get a sense of where they are. 
 
Mr. Telano responded yes we have, they are finished with their fieldwork. They are preparing the report and the 
preliminary feedback is very positive, they have minor findings.  
 
Moving on to the Audit of the Nurses' Qualifications by the State Comptroller's Office.  They have reviewed nurses' 
files in five different sites.  Then they returned to the site to review the temporary agency staff files and any documents 
we have related to them. One of the areas they are exploring more recently is the process of how Health + Hospitals 
is informed when nurses are arrested. We are looking into those types of things and fingerprints and those types of 
background. 
 
Mr. Russo asked if this is for any arrest for anything we're supposed to hear about it. An arrest doesn't mean a 
conviction.  So to be aware of if somebody is going forty in a twenty-mile an hour zone, it is one thing.  Whatever action 
we have to seriously consider we'll hear about it? 
 
Mr. Telano answered that that's what they're exploring, as to how we can hear about it. I'm not aware of how we do 
hear about it myself. 
 
Mr. Russo commented that lurking there potentially is a real problem, not the extremes that we're talking about. We 
learn about things through these various registries around the country.  They can be of significant matter relative to 
nurse practice and that is true, of all of our medical professions, not just nurses, not just singling them out. There are 
issues with time lags, there are issues with monitoring those registries.  And so the issue itself is one that's worthy of 
attention. In its extremes, it's a little silly, but not the general crux of it.  In fact, it's a lot of work. 
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Mr. McNulty added that, we screen all vendors every month on the Green Exclusion List, one state and two federal. If 
the act that they committed is significant enough, they will probably end up excluded from participating in Federal 
Health Care programs, in which case we would learn about it. 
 
Mr. Telano continued on to the completed audits section. The audit of wire transfers, he asked Mr. Weinman to address 
these issues. I will go through the three findings quickly. (a) Wire transfer payments can be made to vendors who are 
not setup or established within the wire transfer system. This is a free form type of payment with no vendor template. 
There are emergency situations in which the payment needs to be issued. However, we went back two years, and we 
could not find one of those emergency payments. We also believe, with the development of the corporate-wide supply 
chain process, that the need for an emergency payment would be minimized. (b) As you can see from the chart below 
there are numerous conflicting user roles and authority levels. 
 

 
Title 

Create 
Templa

tes 

Approve 
Templates 

Initiate 
Template 
Payments 

Approve 
Template 
Payments 

Initiate Free 
Form 

Payments 

Approve Free 
Form Payments 

Sr. Director - Cash 
Management X X X X X X 

Fixed Asset Director X X X X X X 
Deputy Corporate 

Controller X X X X X X 
Sr. Management 

Consultant X  X X X X 
 
For example, if you took at the second to last column, Initiated Free Form Payments, which is the issue I mentioned 
in the first finding, the Deputy Corporate Comptroller could initiate a free form payment and have these other three 
individuals approve it. These individuals are of lower title.  They may not report to him directly, but they would adhere 
to a request from him. So we have requested that some of this access be removed. (c) There was no written 
procedures for wire transfers that could be used as a training tool. 
 
Mr. Weinman said thank you, and stated that I do appreciate the audit. It did highlight some of the areas that we have 
some problems with approval paths. But I want to address what we've changed so far as what we had in the past. It 
was really two people; one would initiate the wire transfer, the other would approve. One of the two would also release 
it to the transfer.  So that's really three processes. Even though we have the ERP system and it gives us the ability to 
eliminate that last function, we're retaining that. We look at the compensating adjustments we have made in approval 
and it should address all these issues. The process of the initiation, there will be three people responsible for the 
initiation. Three different people responsible for the approval of it, and three different people to initiate the free-form.  
This will allow us to have three people getting all the transactions that go through the wire transfers. We've already 
written a policy for unusual transactions above the Senior VP it's either/or, the Senior VP of Finance or myself would 
review all unusual transactions.  By doing this we think will eliminate the possibility of anything going through that 
hasn't been reviewed by at least three different people. 
 
Mr. Page asked what do you mean by unusual transactions?   
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Mr. Weinman answered that unusual would be anything that is done through the free form.  So you could do a template 
which requires two days to get approval from the bank. In an emergency, as Mr. Telano points out correctly that in the 
last two years we haven't had an emergency, but if we did or had -- and I last remember we had one after Sandy, so 
if we wanted to make an immediate payment, it still requires three people.  Plus it will require either Mr. Anantharam 
or myself for review. Most payments are repetitive payments and we already have templates setup for these vendors 
and they go through the normal course. 
 
Mr. Page commented that I guess my concern was, I had not heard from what you said that you had actually addressed 
the question of what happens when, in a hierarchy of the supervision, when somebody up here initiates the transaction 
and asks somebody down here under him or her to approve. And I had not heard how you were dealing with that. So 
I think when it becomes yourself ultimately approving, to me you don't initiate these things yourself. I mean, maybe 
not, I don't really know. 
 
Mr. Weinman stated that on all three categories, the initiation, the approval and the all of lower titles. They do not 
report to each other.  So there is no situation where one may tell the other, you know, process this and I'll approve it. 
 
Mr. Telano moved onto the review of the Affiliation Operations of PAGNY and New York City Health + 
Hospital/Metropolitan.  He asked for the representatives to approach the table and introduce themselves.  They did as 
follows:  Luis Marcos, CEO; Reginal Odom, Chief Human Resources Officer; Liliana Rodriguez, Affiliate Operating 
Officer. 
 
Mr. Telano stated that I will go through the five issues first, and then you can respond. The first three issues have to 
do with the subcontractors that are hired by PAGNY. (a) The first one is being paid without submitting timesheets. (b) 
The second one was still working and being paid under an expired contract; although, they were in the process of 
trying to renew one. (c) We found two subcontracted physicians that did not have their medical clearances on a timely 
basis, sixty-nine to one hundred twenty-nine days. Moving on to (d) The Radiology and Psychiatry Departments, they 
do not maintain revised or updated schedules to indicate the real hours that physicians and others worked.  And that 
updated schedule is to be compared to the timesheets to ensure that the timesheet is accurate and legitimate. Lastly, 
the recalculation process is inefficient resulting in delays. 
 
Mr. Marcos commented that obviously, that statement requires an explanation because if we just leave it like that, it 
really sounds bad. Let's start with the first one. The standard physicians are getting paid without submitting timesheets. 
 
Mr. Odom stated, thank you for all your work and for your team's work; we appreciate that. Starting off with the issue 
of the ADV Pediatrics. The issue there, I guess it's important to note, there was no improper payment to this group of 
employees. We have corrected the issue that was identified. The issue was that the group was being paid without the 
benefit of the timesheets.  What we were using as support was the schedules from the individual groups. Our Chiefs 
of Service, for the location, were verifying that the hours being done by the particular contractor. But as of July 1st, 
we've corrected that issue, and we're receiving the timesheets for them going forward, so that should no longer be an 
issue. 
 
The second issue is a complicated and difficult one.  It relates to a protracted negotiation, which you're absolutely 
right, it took a long time for us to work through with the group of Orthopedics that provided services not only at 
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Metropolitan Hospital, but also Coney and Lincoln Hospitals. We were trying to negotiate one contract to create 
efficiency for the system as opposed to doing it individually.  We thought we could save cost, and at the end, we don't 
feel like we were successful in doing that. As a result of that, it did take too long.  At this point, though, Metropolitan 
has reached an agreement with the group to address the concern that they had. Metropolitan, during the time of the 
negotiation, wanted to lower the payment. With the support of Ms. Tracy Green and her great team at Metropolitan, 
we worked with the contractor to reach an agreement to address any concerns about payment. 
 

Bottom line is that the contractor would not agree to our reduction, but at the end, we kind of forced through the 
reductions we thought were appropriate. During the time we were disputing the issue, we didn't feel that it was 
appropriate to make adjustments to the payment because we didn't want to have any negative impact on patient care 
for this important service. We set a process in place that would account for and recoup those payments that we made 
during the negotiation period. So we feel that it is in a positive place going forward.  
 
Mr. Campbell asked that is what you put in place at Metropolitan, is that something that you have in place in the other 
hospitals you're affiliated with or plan to? 
 
Mr. Odom responded yes, the negotiation was an attempt to do them all together. 
 
Mr. Campbell asked system-wide?  To which Mr. Odom answered yes, as opposed to the individuals. Metropolitan 
has locked-in now, and we are trying to lock up the other two following the same format and we think it will be more 
efficient.  
 
The third issue that you mentioned regarding contractor was that we realized that we need to be a little bit tougher, a 
little bit more diligent about our approach. I think there were two subcontractors who had not gotten their wage 
clearance for a prolonged period of time. One of the things I think is important to note is often these subcontractors 
are people who work in other hospitals. So sometimes they're a little difficult because they see our efforts as duplicative 
of what they have to do, for example, one works at Mount Sinai.  They have to do it at Mount Sinai, they have to do it 
again so they see our efforts as duplicative so they're not always as responsive as we want them to be. So what we 
put in place is a plan to start the process earlier, communicate with them earlier and often and at the end to be a little 
tougher, to kind of insist, at a certain point, if they're not getting this done then they're not going to be able to work. So 
we're going to increase the pressure we're putting on the contractors to correct the issues that occurred with these 
two individuals.  
 
I believe the other issue you mentioned was one that I guess we've seen at several of the PAGNY facilities, so we feel 
that it is an issue we need to address across the Board. There is a consistent problem with scheduling, in any given 
department when you put a schedule out, probably not an hour later, the schedule is changed because somebody 
wants to switch a day and somebody wants to change the schedule.  What we found is that some departments are 
much better at reconciling the schedule, and others move on to other items, and once they got the schedule out, they 
don't go back. The key thing is that, we are not making payments to our employees based on that schedule.  The 
payments are made based on their timesheets. So we are accurately paying people based on the time they actually 
worked.  And that is being verified and signed off by the individual Chief of Service or the appropriate supervisor for 
all of the employees. So we feel that is an issue that we want to tackle. We are taking a look at some systems to 
maybe implement across PAGNY facilities to better help the departments who struggle with scheduling. Some of them 
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frankly tell us that they struggle with the time it takes to go back and reconcile. We know there are a bunch of changes, 
some people write it in on paper, but we feel that if we move to an electronic system we may be able to make it more 
efficient.  Then the next time around, hopefully when Mr. Telano and his team come in, we can show you nice 
schedules that line up nicely with our timesheets. That is our goal. 
 
Mr. Page asked if they don't actually amend the rest of the schedule, how do they actually see that they're not either 
overlapping or leaving gaps, how do they do that without a schedule? 
 

Mr. Odom responded that the payment piece is coming off the timesheet. The Chief of Service or their individual 
division chiefs are the ones who are responsible to make sure that people are in the places that they're supposed to 
be. Some of them scribble a lot of notes and they don't go back to the master schedule and produce the final product.  
They make the changes along the way, but they don't take it to the finish line. So they're doing the work, but they're 
not completing the project so that we can say to Mr. Telano, here's the nice neat schedule that we actually see. We 
often say, here is the schedule that we started with, but it had all these variations so it doesn't always line up. I 
appreciate that you are bringing up this important challenge because we want to make sure we close that gap and 
that there aren't errors. The division heads manage that on behalf of the employer. They make sure that the people 
are there when they're supposed to be and that the hours they are signing off on their timesheet are accurate with 
what they've actually worked and what the plan was.  
 
Mr. Brezenoff asked did you mention that you were trying, perhaps, to do some kind of electronic accommodation 
here. I mean, it would be nice if you had a system that was actually useful for the person trying to manage it, as well 
as providing the auditable information in terms of yes, the person is actually there. 
 
Mr. Odom replied yes, we are looking at a particular system that some of the other affiliates are using, it is called AM 
I ON. They found that it's been helpful to them in terms of how they manage the scheduling. They have told me they 
do not have the same issues that we have when it comes to audit time because they are able to manage the process 
of correcting the schedules in a timely manner. So we have been investigating and have spoken to the other affiliates, 
and we are looking at doing that across the PAGNY facilities. 
 
Mr. Telano continued on to the summary of the audits we are currently conducting. Then stated that that concludes 
my presentation. 
 
Mr. Campbell then turned the meeting over to Mr. Wayne McNulty for the Corporate Compliance Update. 
 
Mr. McNulty saluted everyone and stated that in the interest of time, I'm going to go through the key findings.  
 
We performed a review throughout the system of business associate agreements that are required. A Business 
Associate Agreement is an agreement between the system and a third-party that provides services on our behalf that 
involve the use access disposal or transmission of protected health information. We took a look at the Institutional 
Review Boards that provide research oversight in review on behalf of the system to see whether or not those 
Institutional Review Boards with us have a Business Associate Agreement in place or require a Business Associate 
Agreement. Our review, in pertinent part, show that the agreements lack specificity for us to even determine whether 
or not a Business Associate Agreement was required. That necessitated us to do a review of the agreement itself to 
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ensure that the Institutional Review Board agreements had the adequate internal controls to mitigate certain risks that 
may arise from the conduct of human subject research.  
 
Listed below is a list of different Institutional Review Boards that we utilized: 
 
Albert Einstein College of Medicine; 
Biomedical Research Alliance of New York; 
Maimonides Medical Center; 
Mount Sinai School of Medicine; 
National Cancer Institute; 
New England Institutional Review Board; 
New York Medical College; 
New York University School of Medicine; 
SUNY Downstate Medical Center; and 
Western Institutional Review Board 
 
We have one internal IRB which is Lincoln, and we have nine or ten external IRBs that we utilize to review, provide 
oversight and approve of research throughout our system. So we found a number of findings in the IRB authorization 
agreements that we highlighted as deficiencies. Finding one was that the agreements did not reference any 
requirements to meet New York Law.  There are specific requirements in New York Law that must be in all agreements. 
Except for the BRANY agreement, none of the other agreements had this specific language that was required to be in 
them. The research regulations and guidance is very specific, that they do not preempt the State Law, that you must 
also follow State Law. That's part of the research guidance that the Office of Human Research Protections provides.  
 
Finding two was that except for two agreements, the other agreements were not reviewed by the Office of Legal 
Affairs, which is are required under Operating Procedure 180-9 on Human Subject Research Protection Program. 
 
Finding three was that most of the agreements were deficient from an internal control standpoint.  Although, five of the 
ten had specific information which would reduce certain risks, they did not have enough detail with respect to IRB's 
roles and responsibilities to reduce risks, to address the full spectrum of risks necessary to serve as effective internal 
controls that will most likely mitigate the corresponding risks to a desirable level from a compliance perspective. 
 
Deficiencies - deficiency one was the IRB authorization agreement.  They weren't specific with respect to having the 
IRBs be registered with OHRP or the FDA.  So even though some provided the IRB registration number, they weren't 
specific that they had to be registered, and that registration had to be maintained throughout the life of the agreement.  
The BRANY agreement had that and the others did not. Deficiency two was also the registration with FDA, and 
possibly, if necessary, registration with the New York State Department of Health. The agreements did not address 
that other than the BRANY agreement. Deficiency three was compliance for our federal-wide assurance. In order for 
us to conduct research, we have agreement with the Office of Human Subject Research Protection Administration. 
That particular agreement has terms of assurance that we have to meet. If we are going to contract with external IRBs, 
we have to then pass along those obligations to the external IRBs.  Because one of the conditions of the term of 
assurance is that, even when we use the external IRBs, we remain fully responsible for all research oversight.  So we 
would at least have to contractually pass along all those obligations to the IRB. 
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We should list all the principles that we will follow.  We follow the Belmont Principles, an ethical principle of the system. 
That should be in this agreement that the principles that the IRB would have to look at when they're taking a look at 
human subject research. This is probably the biggest contract deficiency, it is a notice of unanticipated problems. That 
should be very specific in the agreement. The guidance under OHRP divides the unanticipated problems into two 
categories; one being serious adverse events, and the other being no-serious adverse events, and the way you will 
respond to these two different categories would be different. The contract should layout who specifically will be notified 
and what time period and so forth. That it's not a provision that is followed -- found in the regulations, so to simply say 
in the contract that we will follow the regulations would not cover these particular provisions. 
 
Another important provision is knowledge of local research context, and that the IRB has the sufficient membership to 
represent the cultural sensitivity of the community in which the research is being performed. It is a very important 
portion of the agreement that should be specific. We found that other than the BRANY agreement, and the National 
Cancer Institute Agreement that none of the other agreements were specific as to the local research context. 
 
Confidentiality of the subject information.  We determined that only that BRANY IRB required a Business Associate 
Agreement because the other IRBs were only specifically performing research related activities. Although a couple of 
the IRBs had performed privacy board functions for us, they are still specifically related to research activity, so a 
Business Associate Agreement is not needed. However, there is specific privacy terms under New York Law that the 
agreement should address. Specifically, Civil Rights Law as it relates to genetic information, Public Health Law as it 
relates to HIV information, and General Business Law as it relates to private information. If there's a data breach, who 
would cover the cost of the particular data breach and so forth. That information should be in the agreement.  It's only 
in the BRANY Agreement with respect to those specific categories.  And the Western IRB also had some confidentiality 
provisions in there. 
 
Again, contract deficiency eight, did not contain the requisite language that is required under New York Law. With 
respect to conflict of interest, only the BRANY and Maimonides Agreement were very specific as to the conflicts of 
interest provision.  
 
With respect to standard legal terms and conditions, other than the BRANY and the Western Agreements, none of the 
other agreements went into detail with respect to the insurance, indemnification, term and termination, choice of law, 
venue, and other miscellaneous provisions, including force majeure and survival. So we found that the agreements 
were deficient from that standpoint. 
 
We have three recommendations – one, that the IRB Authorization Agreements that exist should be renegotiated as 
expired or amended to include the key contract terms that we described.  Some of the IRB Authorization Agreements 
were signed almost ten years ago, three or four of them were nine years old. Recommendation two, that the services 
provided by the IRB should be reviewed, and we did that review.  We already made a determination that only one 
requires a BAA, but there should be specific provisions in the agreement that make it clear what services they're 
providing so that if there's an audit, you can tell readily whether or not the services that require a BAA would be 
needed. Recommendation three is that all agreements should be reviewed by the Office of Legal Affairs before they 
are executed. Management agrees with the three recommendations, and management responds to also add that, with 
respect to the oversight of all human subject research, that the system follows all research policies and procedures. 
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Then I just would like to also add that nothing in the report or nothing that the Office of Corporate Compliance found 
shows that there was any harm to any particular patients or any patient rights were, in any way, violated. 
 
With respect to our summary of compliance report, we received eighty compliance reports for the second quarter, from 
April 1st to June 30, 2017.  No Priority "A" reports.  We had fifty-three Priority "B" reports and forty-one Priority "C" 
reports. Fifty-one percent of the reports come through our confidential compliance help line, which is anonymous if the 
reporter does not provide their particular name.  
 
Moving along to the monitoring of excluded providers. As I discussed earlier, we perform exclusion searches on all 
workforce members and vendors on a monthly basis on two federal databases in the Office of Medicaid Inspector 
General state database.  
 
Since the last time the Audit Committee convened, we have two reports to provide to the Audit Committee. On July 
6th, the Office of Corporate Compliance was informed that a physician on the system's list of community physicians 
who referred home care patients to NYC Health and Hospitals at home was excluded by OMIG effective June 5, 2017, 
but this particular physician had not referred any patients to that home since 2016. So we do not have an overpayment 
with the respect to that particular provider.  
 
The second incident, starting on June 22, 2017 when the Office of Corporate Compliance was informed that a health 
care professional at Gotham East New York Diagnostic Treatment Center was suspended for two months, effective 
May 24, 2017, but that provider, for whatever reason, came in the day of his or her suspension and saw three patients 
on that day. So we will have to make adjustments with respect to the billing with respect to those three patients. 
 
We found no workforce members on the Death Masters list or on the Office of Foreign Assets Control list. Finally, this 
is a status update. We had to brief the Audit Committee in April and June on our compliance efforts with respect to 
our role in the Delivery System Reform and Incentive Payment Program as a PPS lead. We sent out attestations to 
our one hundred and ninety-three partners for them to complete regarding whether or not they performed compliance 
training, whether or not they were certified with OMIG and OIG, and whether or not they screened excluded providers. 
All one hundred and ninety-three have responded and provided the attestations back so we have a hundred percent 
rate with the respect to that regard.  We're now doing analysis on the data we received.  
 
One important point is that, eleven of the one hundred ninety-three have informed us that they do not screen their 
providers on a monthly basis with respect to exclusions. So we will be providing education to all the partners on their 
responsibility with respect to exclusions, and we will be following up with those eleven providers specifically to make 
sure going forward that they screen all of their providers.  
 
We will report back to the Audit Committee on our risk analysis with respect to the data that we received in the 
attestations. 
 
Mr. McNulty said that if there were not any questions, that concludes his report. 
(The executive session was held.) 
 
There being no other business, the meeting was adjourned at 1:45 PM. 
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Deliverables
— Auditor’s reports on the NYC Health + Hospitals’ financial statements

— Debt compliance letter

— Required communications 

Other deliverables:

— Completeness and accuracy of census data attestation (pension related deliverable) done on a periodic 
basis (every 3 years as requested by the City Pension Plan Auditors) – issued September 27, 2017

— Management Letter to the Audit Committee and management on our recommendations regarding internal 
controls and other operational matters  – in progress to be issued in December 2017

— Various Regulatory Reports (diagnostic and treatment centers and skilled nursing facilities cost reports) –
expected to be issued in 2017/2018

— MetroPlus Health Plan (Calendar year end) – expected to be issued in 2018

— HHC Insurance Company, Inc. (Calendar year end) – expected to be issued in 2018

— HHC ACO, Inc. – expected to be issued in 2018
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Required communications
Required communications Application to NYC Health + Hospitals

Auditor’s report — We expect to issue an unmodified auditor’s report

— Audit report include:

— Emphasis of matter paragraph included as it relates to the new 
accounting standard GASB 75, Accounting and Financial 
Reporting for Postemployment Benefits Other Than Pensions

— Other matters paragraph included regarding required 
supplementary information

— Independent Auditors’ Report on Internal Control over Financial 
Reporting and on Compliance and Other Matters Based on an Audit of 
Financial Statements Performed in Accordance with Government 
Auditing Standards
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Required communications (continued)
Required communications Application to NYC Health + Hospitals

Accounting Estimates & 
Significant Audit Areas

Valuation of hospital patient accounts receivable

— Management’s estimates is based on an analysis of historical collection experience

— KPMG utilized data and analytics tool to perform independent analysis of historical collections and 
compared to management’s estimate

— Adjustments were recorded in the financial statements. See slide 11.

Valuation of third party receivables/liabilities (UPL, DSH, IPRO)

— Management estimates based on regulations, correspondence from third parties, and historical 
experience

— KPMG utilized a third party subject matter professional to review key assumptions

— As of June 30, 2017, NYC Health + Hospitals had a DSH receivable for which correspondence was 
received from the NYS Department of Health indicating that payment of DSH funds would be made in 
three installments between now and the end of the year

Valuation of MetroPlus claims payable

— Management utilized an actuarial firm to perform actuarial calculation

— KPMG utilized an actuarial professional to review the calculation and key assumptions

Valuation of pension plan and post-employment benefits other than pension (OPEB) liabilities

— Management obtains actuarial calculations from the Office of the Actuary, City of New York

— KPMG utilized an actuarial professional to review the calculations and key assumptions

Management override of controls

— Inquiries of senior management

— Assess appropriateness of changes compared to the prior year to the methods and assumptions used to 
prepare accounting estimates

Amounts are reasonably stated within the financial statements
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Required communications (continued)
Required communications Application to NYC Health + Hospitals

Significant Audit Areas, continued Liquidity
 GASB 56 — Codification of Accounting and Financial Reporting Guidance Contained in the AICPA 

Statements on Auditing Standards requires that financial statement preparers have a responsibility to 
evaluate whether there is substantial doubt about a government's ability to continue as a going 
concern for 12 months beyond the financial statement date.

• The following were considerations:

• Income (loss) from operations trends

• Working capital

• Net deficit position

• Debt covenant compliance

• Management plans

• Board and Finance Committee meeting minutes

• Transforming Health + Hospitals report (one New York:  Healthcare for Our Neighbors)

• Fiscal 2017 budget to actual results (reliability of budgeting process)

• Ending cash balance compared to budget

• Financial Plan approved by the City

• The Mayor’s commitment through the Transformation Plan as well as the City of New York’s 
commitment for the success of NYC Health + Hospitals through its flexibility and historical 
financial support through its appropriations of funds, contribution for capital, forgiveness of 
obligations, and timing of requesting payment of certain obligations demonstrates the continued 
commitment to delivering the best care to New York City

 Based on the facts noted above, management concluded and KPMG agreed that there was not 
substantial doubt about NYC Health + Hospitals ability to continue as a going concern
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Required communications (continued)
Required communications Application to NYC Health + Hospitals

Other significant transactions The following transactions occurred during fiscal year 2017:

Grants Revenue recognized in 2017:  

— Delivery System Reform Incentive Payment Program (DSRIP): $200 million 

— Value Based Payment – Quality Improvement Program (VBP-QIP): $240.0 million

— Care Restructuring Enhancement Pilots (C.R.E.P.S): $163.0 million  

Appropriations from The City of New York (the City): 

— The City assumed Fiscal Year 2017 commitments of amounts owed from NYC Health + 
Hospitals for debt service, thereby alleviating amounts owed to the City of $145.8 million

— $723 million of appropriations were received from the City for the year ended June 30, 2017

Information Technology General 
Controls

System selected for testing:

— Infor System: General Ledger

— PSMS (Personal Services Management System):  Employee Time Keeping

— OTPS (Other than personal service):  Purchasing

General IT Control areas evaluated:

— Access to Programs and Data

- Key areas include administrator access as well as user access rights

— Change Management

- Key areas include documentation, testing, and approvals of changes to in scope systems

— Computer Operations

- Key areas include job processing and incident management
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Required communications (continued)
Required communications Application to NYC Health + Hospitals

Significant accounting 
policies/quality of accounting 
principles

— NYC Health + Hospitals’ significant accounting policies are summarized in note 1 to the 
financial statements

— As described in note 1, three new accounting pronouncements were adopted

— GASB 75, Accounting and Financial Reporting for Postemployment Benefits Other 
Than Pensions (includes retrospective application)

— GASB 80, Blending Requirements for Certain Component Units

— GASB 82, Pension Issues

Subsequent events — As discussed in note 7(g), on July 31, 2017 NYC Health + Hospitals drew down the 
remaining $50 million on its JP Morgan equipment financing loan and converted it to a fixed 
rate loan

Consultation with 
other accountants

— To the best of our knowledge, management has not consulted with or obtained opinions 
(written or oral) from other independent accountants

Major issues discussed with 
management prior to retention

— No matters to report

Difficulties encountered in 
performing the audit

— No matters to report

Material written 
communications

— Material written communications between management and KPMG include:

– Engagement letter

– Management representation letter

– Management letter

Significant deficiencies and 
material weaknesses in 
internal control

— There were no material weaknesses identified to date

— Management Letter to be issued in December 2017
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Required communications (continued)
Required communications Application to NYC Health + Hospitals

Other information in 
documents containing audited 
financial statements

— Not applicable as the audited financial statements are not included in other documents

Changes to initial 2017
Audit Plan 

— There were no significant changes to the initial 2017 audit plan

Disagreements with 
Management

— No matters to report

Independence — In our professional judgment, we are not aware of any relationships between KPMG and 
NYC Health + Hospitals and persons in a financial reporting oversight role, that may 
reasonably be thought to bear on our independence

Related party transactions — Related party transactions with The City of New York are disclosed in the financial 
statements

Litigations, claims, & 
assessments

— None other than normal course of business

Illegal acts or fraud — We are unaware of any actual or suspected fraud, illegal acts, or noncompliance with laws 
and regulations that would result in a material misstatement of the financial statements. Audit 
procedures performed included inquiries of senior management and external legal counsel 
and involvement of a KPMG’s forensics professional and professional practice partner
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Required communications (continued)
Required communications Application to NYC Health + Hospitals

Adjustments The following adjustments were recorded in the financial statements:

Statements of Revenue, Expenses, and Changes in Net Position (in millions)
Operations:

Patient accounts receivable valuation (revenue)               $ 20
Grant revenue                                                                    $(40)
MetroPlus stop loss (expense) $(5)

Total decrease to operations: $(25)

Several statement of financial position reclassifications between current and long term assets 
and liabilities were recorded as of June 30, 2017, including accrued compensated absences 
($284 million), stop-loss receivable ($15 million), and due to The City of New York ($62 million). 
The net impact on working capital is an increase of $331 million based upon the draft financial 
statements.

In connection with our audit, there were no significant financial statement misstatements 
that have not been corrected.
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Next steps (as of 10/20/17)
— Finalize concurring partner review
— Finalize footnotes, MD&A, and statement of cash flows as well as support
— Sample selections open relating to patient accounts receivable
— Finalize subsequent event procedures required until issuance 

– Inquiries with management
– Inspection of subsequent minutes, if any

— Management representation letter
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KPMG resources
KPMG’s Audit Committee Institute (ACI)

— KPMG’s commitment to communicating with Audit Committee members and other participants in the financial reporting process

— ACI Web site: www.kpmg.com/aci

— ACI mailbox: auditcommittee@kpmg.com

— ACI hotline: 1-877-KPMG-ACI (576-4224)

— Publications 

– Directors Quarterly

– Global Boardroom Insights

– On the 2017 Audit Committee and Board Agendas 

– Global Audit Committee Survey 

http://www.kpmg.com/aci
mailto:auditcommittee@kpmg.com
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