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INDEPENDENT AUDITOR’S REPORT 

 

Honorable Bill Henry, Comptroller and 
Other Members of the 

Board of Estimates 

City of Baltimore, Maryland 
 
 

Report on the Financial Statements 
 

We have audited the accompanying cash basis financial statements of the governmental activities, of the 

Department of Health (the Agency), an agency of the primary government of the City of Baltimore, Maryland, 

which comprise the Schedule of Revenues, Expenditures and Encumbrances, and Changes in Fund Balance, 

Budget and Actual, Budgetary Basis, General Fund; and Statement of Revenues, Expenditures and Changes 

in Grant Cash Balances, for the years ended June 30, 2019 and 2018, and the related notes to the financial 

statements, which collectively comprise the Agency’s basic financial statements as listed in the table of 

contents. 

 
Management’s Responsibility for the Financial Statements 
 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 

with the cash basis of accounting described in Note 3; this includes determining that the cash basis of 

accounting is an acceptable basis for the preparation of the financial statements in the circumstances. 

Management is also responsible for the design, implementation, and maintenance of internal control relevant 

to the preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 
Auditor’s Responsibility 
 

Our responsibility is to express opinions on these financial statements based on our audit.  We conducted our 

audit in accordance with auditing standards generally accepted in the United States and the standards 

applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General 

of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance 

about whether the financial statements are free from material misstatement. 

 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statements. The procedures selected depend on the auditor’s judgement, including the assessment of 

risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 

assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of 

the financial statements in order to design audit procedures that are appropriate in the circumstances, but not 

for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we 

express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 

the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 

presentation of the financial statements. 
 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for the 

auditor’s modified audit opinion.
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Basis for Qualified Opinion 
 

As a result of the procedures performed in this area, we obtained sufficient appropriate audit evidence to 

determine that the following prior year finding had not be alleviated. For FY 16 opening Statement of 

Revenues, Expenditures and Changes in Grant Cash Balance which totaled $52.6M (deficit), includes 

approximately $17M in deficit expenditure activity dating from 2003 to 2012 that gives the appearance 

of receivables due from federal, state, and private grant sources.  The aged activity was not appropriately 

adjusted, and results in misstatements that materially affect the balances reported in the statements for the 

periods ending June 30, 2019 and 2018. Refer to Finding 1. 

 
Qualified Opinion 
 

In our opinion, except for the effects of the matter discussed in the Basis for Qualified Opinion paragraph, the 

financial statements referred to in the first paragraph present fairly, the revenues collected, expenses paid and 

balances reported for governmental activities, of the Agency, for the years ended June 30, 2019 and 2018 in 

accordance with the cash basis of accounting described in Note 3. 

 
Basis of Accounting 
 

The financial statements are prepared on the cash basis of accounting, which is a basis of accounting other 

than accounting principles generally accepted in the Unites States of America. Our opinion is not 

modified with respect to this matter. 

 
Report on Other Legal and Regulatory Requirements 
 

Management has omitted the Management’s Discussion and Analysis that accounting principles generally 

accepted in the United States require to be presented to supplement the basic financial statements.  Such 

missing information, although not a part of the basic financial statements, is required by the Governmental 

Accounting Standards Board who considers it to be an essential part of the financial reporting for placing the 

basic financial statements in an appropriate operational, economic, or historical context.  Our opinion on the 

financial statements is not affected by this missing information. 

 
In accordance with Government Auditing Standards, we have also issued our report, dated December 31, 

2020, on our consideration of the Agency’s internal control over financial reporting and on our tests of its 

compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. 

The purpose of that report is to describe the scope of our testing of internal control over financial reporting 

and compliance and the results of that testing, and not to provide an opinion on internal control over financial 

reporting or on compliance.   That report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the Agency’s internal control over financial reporting and 

compliance. 
 
Respectfully, 
 
 
 
 

Josh Pasch, CPA 
City Auditor 

Baltimore, Maryland 
December 31, 2020  

 

Josh Pasch



Baltimore City Health Department 

Schedule of Budgetary Revenues, Expenditure and Changes in Fund Balance 

Budget and Actual - Budgetary Basis – 

Fiscal Year Ended June 30, 2019 

 

The notes to the financial statement are an integral part of this statement. 
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Baltimore City Health Department 

Schedule of Budgetary Revenues, Expenditure and Changes in Fund Balance 

Budget and Actual - Budgetary Basis – 

Fiscal Year Ended June 30, 2018 

 

The notes to the financial statement are an integral part of this statement. 
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Baltimore City Health Department 

Statement of Receipts, Disbursements and Changes Grant Cash Balances – Cash Basis 

Fiscal Year Ended June 30, 2019 

 

The notes to the financial statement are an integral part of this statement. 
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The notes to the financial statement are an integral part of this statement. 
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Statement of Receipts, Disbursements and Changes Grant Cash Balances – Cash Basis 

Fiscal Year Ended June 30, 2018 

 

The notes to the financial statement are an integral part of this statement. 
7 

 



Baltimore City Health Department 

Statement of Receipts, Disbursements and Changes Grant Cash Balances – Cash Basis 

Fiscal Year Ended June 30, 2018 

 

The notes to the financial statement are an integral part of this statement. 
8 

 

 



Baltimore City Health Department 

Capital Projects 

Statements of Receipts, Disbursements and Changes Capital Fund Balances – Cash Basis 

Fiscal Years Ended June 30, 2019 and 2018 

 

The notes to the financial statement are an integral part of this statement. 
9 

 

 



Baltimore City Health Department 

Notes to the Financial Statements 

Fiscal Years Ended June 30, 2019 and 2018 

 

10 

 

1.   Description of Baltimore City Health Department 

 

The Department of Health is responsible for the enforcement of various City ordinances dealing with public 

health.  The agency is composed of several divisions. Major program areas include environmental health; 

communicable disease; maternal and infant care; child, adolescent, and family health services; school 

health; mental health with substance abuse and addictions services; health services for seniors; and healthy 

homes. The Commission on Aging and Retirement Education was merged into the Health Department 

beginning Fiscal 2011.   As the local health authority, the Health Department’s mission is to serve Baltimore 

by promoting health and advocating for every individual’s well‐being, to achieve health equity for all 

residents, improve the health of the community and address health disparities.   The Health Department’s 

work is driven through three principle tenets: to deliver services and public health information directly to 

community members, to engage the community in setting goals, and to tackle the root causes of poor health 

within the City. 

 
2.   Fund Financial Statements 
 
These financial statements have been prepared on a cash basis of accounting other than accounting 

principles general accepted in the United States of America.  Accordingly, they do not represent the 

financial position of the City of Baltimore or the Agency. The Agency’s services are reported in the City’s 

general and special revenue funds.   The Agency annually receives appropriations from both the general 

and special revenue funds.  General fund appropriations expired at year end. The special revenue fund 

receives grants from the Federal, State, and other sources.    Appropriations for special revenue funds do 

not expire at year end and continue until they are used for grant related expenditures.   As a result of 

these differences, the financial statements of the Agency’s general fund activities are reported on a 

budgetary basis in the Statement of Revenues, Expenditures, and Encumbrances and Changes in Fund 

Balance.  The financial statement of the special revenue fund is reported in the Statement of Revenues, 

Expenditures and Changes in Cash Balance. 

 
3.   Summary of Significant Accounting Policies 
 
Basis of Accounting 
 

The financial statements of the Agency are prepared on the cash basis of cash receipts and disbursements, 

which is a comprehensive basis of accounting other than generally accepted accounting principles. This 

basis of presentation differs from accounting principles generally accepted in the United States of America 

(GAAP) in that revenues are recognized when received rather than earned and expenses are recognized 

when paid rather than when the obligation is incurred.   Specifically, the variances from GAAP include 

the omission of receivables and payables of the Agency, and such variances are presumed to be material. 

The accompanying financial statements are not intended to present the financial position and results of 

operations in conformity with accounting principles generally accepted in the United States of America. 

 
4.   Budget Process 
 
The Agency participates in the City of Baltimore’s Outcome Based Budgeting process.   Outcome Based 

Budgeting is a budget process that aligns resources with results produced.  This budgeting tool integrates 

strategic planning, long-range financial planning, and performance management, and is a recommended 

practice of the Government Finance Officers Association.



Baltimore City Health Department 

Notes to the Financial Statements 

Fiscal Years Ended June 30, 2019 and 2018 
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5.   Advance from the City 
 
Advances from the City represent cash advances by the City that have not been reimbursed by the Grantor. 

Cash advances not reimbursed by the grantor will be the responsibility of the City. 

 
6.   Risk Management 
 
The City of Baltimore is exposed to various risks of loss related to torts; theft of; damage to; and 

destruction of assets; errors and omissions; injuries to employees and members of the public; and natural 

disasters.  The Agency is a chartered agency within the City of Baltimore municipal government.  

Therefore, its exposure to various risks is managed by the City’s Office of Risk Management. 

 
7.   Subsequent Events 

 
No subsequent events have occurred that would require recognition or disclosure in the financial statements. 
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INDEPENDENT AUDITOR'S 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 

 

 
 

Honorable Bill Henry, Comptroller  

     and Other Members of the 
     Board of Estimates 
City of Baltimore, Maryland 
 

 

We have audited, in accordance with auditing standards generally accepted in the United States of America and 

the standards applicable to financial audits contained in Government Auditing Standards issued by the 

Comptroller General of the United States, the cash basis financial statements of the governmental activities of 

the Department of Health of the City of Baltimore, Maryland, as of and for the years ended June 30, 2019 

and  2018,  and  the  related  notes  to  the  financial  statements,  which  collectively  comprise  the Department 

of Health’s financial statements, and have issued our report thereon dated, December 31, 2020. 

 
Internal Control over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Department of Health’s 

internal control over financial reporting (internal control) to determine the audit procedures that are appropriate 

in the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 

purpose of expressing an opinion on the effectiveness of the Department of Health’s internal control.  

Accordingly, we do not express an opinion on the effectiveness of the Department of Health’s internal control. 
 

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was 

not designed to identify all deficiencies in internal control that might be material weaknesses or significant 

deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified. 

However, as described in the accompanying schedule of findings and questioned costs, we identified certain 

deficiencies in internal control that we consider to be material weaknesses and significant deficiencies. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 

employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 

misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 

internal control such that there is a reasonable possibility that a material misstatement of the entity’s financial 

statements will not be prevented, or detected and corrected on a timely basis. We consider the deficiency 

described in the accompanying schedule of findings to be a material weakness as Finding 1. 

 

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe 

than a material weakness, yet important enough to merit attention by those charged with governance. We 

consider the deficiency described in the accompany schedule of to be significant deficiency as Finding 2. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the Department of Health’s financial statements 

are free from material misstatement, we performed tests of its compliance with certain provisions of laws, 

regulations, contracts, and grant agreements, noncompliance with which could have a direct and material 

effect on the determination of financial statement amounts. However, providing an opinion on compliance 

with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. 

The results of our tests disclosed no instances of noncompliance or other matters that are required 

to be reported under Government Auditing Standards. 
 
 

Department of Finance Response to Findings 
 
Baltimore City, Department of Finance’s response to the findings identified in our audit is described in 

the accompanying schedule of findings. Baltimore City, Department of Finance’s response was not 

subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we 

express no opinion on it. 
 

 

Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 

control or on compliance.   This report is an integral part of an audit performed in accordance with 

Government   Auditing   Standards   in   considering   the   entity’s   internal   control   and   compliance. 

Accordingly, this communication is not suitable for any other purpose. 

 

 
Respectfully, 
 
 
 
 

Josh Pasch, CPA 
City Auditor 

Baltimore, Maryland 
December 31, 2020  

Josh Pasch
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Finding #1 – Material Weakness - Incorrect Accounting Treatment and Untimely Expenditure 
Reimbursement 
 
Repeat Finding 
 
Criteria 
COSO requires entities to maintain a system of internal control that provides reasonable assurance that 
transactions are properly recorded and accounted  for  to permit the preparation  of reliable financial 
statements. 
 
Condition 
Upon review we noted the following prior year finding had not be resolved. During our audit of general 
ledger detail that supports the FY 2017 and FY 2016 financial statement balances, we noted the following: 
 

a) During our audit we noted net revenue and expenditure transactions totaling approximately $17M, 
which date from 2003 – 2012, existed on the Statement of Revenues and Expenditures and Changes 
in Grant Cash Balance at June 30, 2016.  BAPS prepared journal entries to write off approximately 
$4.5M.   However, the remaining $12.5M deficit balance was carried forward into the $31.7M 
(deficit)  FY  16  opening  balance.  This  conservative  estimate  indicates  that  net  overstated 
expenditures, which give the appearance of receivables due from federal, state, and private grant 
sources, are included in the FY 15 through FY 17 grant balances.  We also noted grants that were 
charged to multiple programs.   Additionally, journal entries associated with prior period grant 
revenue and expenditure transactions that date back to FY 2003 (e.g. apply account number 421116 
revenue to 421107 and move salary and fringe from account number 422709 to 422710) were 
posted to the general ledger during the audit period and resulted in net aggregate revenue of ($5.1M) 
and ($3.5M) for FY 17 and FY 16, respectively.   The inclusion of prior period journal entries 
permeated BCHD grant accounting.  This issue is heightened because the Agency continues to 
adjust the general ledger to balance to prior period annual reports.  However, during our May 2018 
review we noted that there were no entries that charged the aged/closed activity to the general fund. 
 
We also noted that 513 of 687 (75%) accounts contained in the grant roll forward report were listed 
as inactive.  However, while many transactions were posted through the audit period, information 
was not available to determine when the accounts were closed or if an account(s) was reopened for 
transaction posting and subsequently closed. 

 
b) Federal and State grant revenue distributions and adjustments totaling approximately $1.4M and 

$600K respectively were credited to expense account 600000. 
 

c) During analysis of selected annual reports and grant balances we noted expenditures that exceeded 
revenue  of  the  period  by  $3M  to  $8M.     It  appears  that  reimbursements  associated  with 
approximately 50% or more of expenditures were not obtained during the period.  It also appears 
that contracts are not always approved timely which result in late expenditure and reimbursement 
submissions.  As a result, City resources were not available to provide additional services. 

 
d) BAPS provided an original Statement of Revenues and Expenditures and Changes in Grant Cash 

Balance with an original FY 16 opening deficit balance of $31.7M for federal, state, and private 
grants.   After BAPS completed JEs to write off aged activity from the statement, audits noted a 
change in the opening balance of $47.1M (deficit) which we deem as an error because the write off 
was $4.4M which should have resulted in an opening surplus balance of $48.1M (net deficit). DOA 
advised BAPS of the out of balance condition and received revised statements on 11/28/2018 that 
reflected the write offs in the FY 16 balances.
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Finding #1 – Material Weakness - Incorrect Accounting Treatment and Untimely Expenditure 
Reimbursement (Continued) 
 
Cause 
Incorrect accounting treatment for prior period activity and untimely reconciliation of grant activity. 
Incomplete review of general ledger detail.   Late contract finalization and/or untimely submission of 
reimbursement requests impact general fund resources. 
 
Effect 
Inaccurate financial statements will be produced that misstate grant balances.  Also, City resources will 
not be available to provide additional services. 
 
Recommendation 
We recommend that: 

a) Aged grant activity be appropriately charged to the general fund and that accounts be permanently 
closed to preclude continued posting to prior period grants.   Also, grant reconciliations and the 
corresponding journal entries be completed on a timelier basis. 

b) The agency review the general ledger detail monthly and investigate questionable journal entries. 
c) Contracts and reimbursement requests be issued more timely to further reduce the use of general 

funds. 
d) Due to the pervasiveness of JE errors noted on several other audits, we recommend that grant 

reconciliations and the resulting JEs be completed timely to show an accurate accounting of 
anticipated receipts or close out and that activity associated with aged/closed grant accounts be 
appropriately recorded in the general fund. 

 
Management Response 
BCHD 
We  thank  BCDA  and   its  staff  for  assisting  in  identifying  potential  weaknesses  in  BCHD’s financial 
management processes.  We agree that these are all important issues to consider.  While BCHD 
acknowledges that lags in the routing of contracts often delays the time in which financial activities are 
recorded, the Department disagrees with these conditions because they are products of broader city-wide 
issues as noted by BCDA. 
 
As cited by BCDA, many of the financial records maintained by the Bureau of Accounting and Payroll 
Services   (BAPS)   include   numerous   miscoded   transactions;   BCHD   fiscal   staff   has   observed 
deposits posted to incorrect budget account numbers, current transactions posted to prior year  grant 
accounts, and expenses pushed onto closed   or   frozen   accounts.   Further compounding these issues, 
timing variances between when grant revenue is received and when expenses are incurred oftentimes create 
the appearance that grant accounts are out of balance.  Despite timely identification of issues, many of these 
errors are beyond the control of BCHD fiscal staff because BAPS is the entity ultimately responsible for 
controlling activity on the City’s general ledger.  Despite these challenges, BCHD will continue to work 
closely with BAPS to ensure  that  transactions are  properly  recorded  by  reconciling the   general   ledger   
and   fiscal reports, monitoring BCHD’s coding of revenues and expenses, and reviewing the proper 
classification of revenues and expenses. 
 
BCHD looks forward to working closely with BCDA and other agencies to resolve any problems and to 
prevent them from reoccurring.
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Finding  #1  –  Incorrect  Accounting  Treatment  and  Untimely  Expenditure  Reimbursement 
(Continued) 
 
Management Response (Continued) Department of Finance 
The Department of Finance agrees with the finding d) with explanation.   The error in the statements 
referenced above occurred after a late demand by the DOA to change the previously agreed upon report 
format. 
 
Finance delivered to the DOA seven financial statements in February and March and one in April.  These 
financial statements represented all the Group B departmental audits. The format for these financial 
statements was the same as the Group A reports that previously received a clean unmodified opinion from 
the City Auditor.  In late August approximately 7 months after the first financial statements were issued, 
the DOA informed us that the statement format was now suddenly unacceptable.   From September forward 
we worked with DOA to amend the format in short order to accommodate their concerns. In our haste to 
accommodate the DOA format request and meet their deadline, Finance made a mistake in the above JE 
that changed the opening cash balance.  This entry was subsequently corrected and the DOA received the 
updated statements with the revised format in time to meet their delivery deadline. 
 
Department of Audit’s Updated Response to Management 
 
DOA did not change the format from what was agreed upon by the BAOC.  DOA informed DOF that 
the original report submitted by BAPS, would receive an Adverse opinion, due to the amount of 
material old balances in the grant totals dating back to 2003 still reflected in the general ledger.  
Finance adjusted the report to adjust old balances. The Department of Finance discussed the finding 
with an external audit firm, which recommended posting adjusting journal entries. BAPS did not 
record prior years CAFR audit adjustments related to agencies grant accounts in FY 2015, 2016, and 
2017. These CAFR audits adjustments were not posted in the general ledger, which resulted in 
misstated Agency financials. 
 
Note 5 was added to the Notes to the Financial Statements after DOA requested a note be added to 
address the issue related to the appearance of a receivable due from federal, state and private 
grantors. 
 
Finding #2 – Inadequate Control over Revenue Receipts 
 
Repeat Finding 
 
Criteria 
The Committee of Sponsoring Organizations (COSO) and standard business practice requires entities to 
maintain a system of internal control that provides reasonable assurance that transactions are properly 
recorded and accounted for to permit the preparation of reliable financial statements.
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Finding #2 – Inadequate Control over Revenue Receipts (Continued) 
 
Condition 
Upon review we noted the following prior year finding had not be resolved. The Department of Audits’ 
internal control review of the Baltimore City Health Department (BCHD) grant and program income 
collection processes disclosed the following: 
 

a) During FY 2017 and 2016, the BCHD fiscal office received approximately $19M and $26M, 
respectively, in grant reimbursement checks directly from grantors.   For receipt of funds, the 
responsible employee will coordinate identification of the corresponding grant revenue account(s) 
and prepare the deposit slip.  The employee then carries the remittances to the Bureau of Revenue 
Collections (BRC) for bank deposit.  Further review disclosed that there are no controls to ensure 
that all checks are subsequently deposited.   A check log is not prepared prior to fiscal office check 
submission, nor is a review performed by an independent employee to validate the status of checks 
not deposited (e.g. checks held in safe awaiting account number update) and ensure all checks are 
subsequently deposited. 

b) The BCHD fiscal office receives approximately $400K annually in cash and checks from clinics 
and the Childhood Lead Paint Prevention Program (CLPPP).  The responsible employee prepares 
the deposit slip, carries the remittance to BRC and notifies sender(s) of deposit.  However, there 
are no controls to ensure that all cash and checks are subsequently deposited.  A copy of the daily 
collection sheet, which accompanies the remittance, is not forwarded directly to an independent 
employee to validate the deposit. 

c) The Childhood Lead Paint Prevention Program (CLPPP) receives approximately $180K annually 
in fees associated with lead paint document requests.   Review of the collection procedures 
disclosed that there are no controls to ensure that all checks are forwarded to the BCHD fiscal office 
for deposit. A check log is not prepared prior to custodian of record check submission, nor is a 
review performed by an independent employee to ensure all checks are subsequently deposited.  
We also noted that CLPPP continued to use the 2011 “per page” and administrative overhead rates.  
The rates were not increased as permitted by the Code of Maryland Regulations (COMAR). 

d) Collection  procedures  utilized  by  the  BCHD  clinics,  which  receive  approximately  $200K 
annually, disclosed that collections are accumulated and submitted to the BCHD fiscal office on a 
weekly, bi-weekly, or monthly basis for subsequent deposit. Best practices is that cash receipts are 
deposited within 24 hours of receipt. 

e) Controls over dental and immunization clinic collections require strengthening.   Specifically, there 
are no controls to ensure that all cash and checks are remitted to the BCHD fiscal office for deposit. 

 
As a result of the aforementioned, assets may be lost or stolen and not detected by management. 
 
Cause 
Adequate controls were not established over cash/revenue receipts. 
 
Effect 
Needed funds received by BCHD could be unaccounted for and result in resources that are not available 
for City use.
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Finding #2 – Inadequate Control over Revenue Receipts (Continued) 
 
Recommendation 
We recommend that: 

a) A check log be prepared prior to fiscal office check submission.  Additionally, the log should be 
forwarded to an independent employee to validate the status of checks not deposited (e.g. checks 
retained  in  safe  awaiting  account  number  update)  and  ensure  all  checks  are  subsequently 
deposited.  BAPS receives all other collections (i.e. wire transfers) but not checks which poses and 
internal control concern because like transactions are handled differently by other City agencies. 

b) The BCHD clinics and CLPPP forward daily cash logs to an independent BCHD fiscal office 
employee to validate the deposit of all cash and checks. 

c) A check log be prepared prior to custodian of record check submission.  A copy of the log should 
be  forwarded  to  an  independent  employee  to  ensure  all  checks  are  subsequently  deposited. 
Additionally, the “per page” and administrative overhead rates should be increased as permitted by 
COMAR. 

d) BCHD develop a policy that results in timelier submission and deposit of cash and checks. 
e) A process be developed (e.g. realign staff duties) to ensure all cash and checks are subsequently 

deposited. 
 
Management Response 
BCHD   appreciates   the   importance   of   ensuring   that   revenue   received   by   BCHD   is   properly 
handled. However, BCHD disagrees with multiple areas of this finding, but will assess its capacity to 
implement additional reasonable oversight to strengthen controls over departmental revenue. 
 
BCHD disagrees with the amounts cited by BCDA in condition a.  Nearly all grant reimbursements are 
transmitted directly to the Bureau of Treasury Management within the Department of Finance, at which 
point they are credited to the corresponding BCHD budget account numbers.  Revenue received directly by   
BCHD   consists   mainly   of   billing   revenue,   administrative   fees   and   small,   private   grants. 
Internal review of BCHD’s records indicates significantly lower amounts of grant revenue are received by 
and handled directly by the Department. 
 
Moreover, the processes outlined in conditions a, b, c, d, and e do not fully detail the controls in place to 
ensure proper handling of departmental receipts.  BCHD has established and adheres to a process that 
provides reasonable verification, by multiple parties, that Department receipts are properly handled.  The 
actual process for receipt and deposit of revenue is summarized as follows: 
 

1. Funds are submitted by either an internal or external entity to the accounting assistant (AA) in 
BCHD’s Fiscal Office. 

2. The AA scans the paperwork related to the funds to the program accountant and requests a budget 
account number from the accountant. 

3. The program accountant supplies a budget account number to the AA in order to deposit the funds 
to the correct account. 

4. The AA prepares a deposit ticket, delivers the funds and ticket to the Bureau of Revenue 
Collections.
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Finding #2 – Inadequate Control over Revenue Receipts (Continued) 
 
Management Response (continued) 
 

5. The AA prepares a validated deposit ticket, and forwards copies of all paperwork to the program 
accountant and program personnel. 

6. The program accountant matches the paperwork against the general ledger as a part of the 
reconciliation process. 

7. Any discrepancies are investigated and resolved along the way. 
 
Finally,  BCHD  is  granted  authority  through  COMAR  to  levy  various  administrative  fees  for  the 
Childhood Lead Paint Prevention Program.  BCHD is granted similar latitude through other areas of state 
law and the City Health Code to levy fees for various services provided by the Department.  While these 
laws indeed grant BCHD flexibility in adjusting rates as necessary, BCHD believes that rates set forth in 
state law constitute rate ceiling that the Department is not permitted to exceed.  As such, BCHD maintains 
that  it ultimately reserves the authority to adjust rates in a manner consistent with prevailing economic 
conditions in the city while not exceeding limits set forth in state and local law. 
 
Department of Audit’s Updated Response to Management 
 
BCHD receives approximately $100M annually in grant revenue.  The reported agency receipts, 
which represent approximately 25% of all collections, were acquired directly from the accounting 
assistant (AA) that performs the daily collection activity.  Additionally, the AA receives collections 
directly from grantors and BCHD offices, records the receipts, and subsequently deposits the 
receipts.  BCDA found no controls to prevent or detect and correct the intentional or unintentional 
loss or theft of cash and checks received by the AA.   This issue was also noted across the BCHD 
offices that receive revenue. 
 
Finding #3 – Inadequate Controls over Non-Emergency Transportation 
 
Repeat Finding 
 
Criteria 
COSO requires entities to maintain a system of internal control that provides reasonable assurance that 
transactions  are  properly  recorded  and  accounted  for  to  permit  the  preparation  of  reliable  financial 
statements. 
 
Condition 
Upon review we noted the following prior year finding had not be resolved. The BCHD non-emergency 
transportation program spends approximately $8M annually in grant revenue to provide last resort health 
related transportation services to Baltimore City residents with full Medicaid coverage.   Our audit of the 
respective grant disclosed that documentation is not available to determine whether individuals enrolled in 
the program, during the audit period, had full Medicaid coverage. This issue is heightened because the 
division is not established as a Medicaid authorizing official or provider to permit use of the Medicaid 
website and obtain and retain supporting documentation.   An automated telephone system is currently used 
by designated staff to determine whether new applicants have the required coverage. However, the 
information obtained is not validated by a second employee, nor is it available in subsequent periods.   
Additionally, we noted that the monthly transportation invoices, which range from $550K to $800K, are 
not reviewed against the supporting detail files to ensure the accuracy and validity of the related invoice 
amounts.  An analysis of invoice trends is currently performed.
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Finding #3 – Inadequate Controls over Non-Emergency Transportation (Continued) 
 
Cause 
Adequate  controls  were  not  established  over  the  non-emergency  transportation  program  and  vendor 
invoicing. 
 
Effect 
Assets may be lost or stolen and not detected by management and funds may have to be returned due to 
non-compliance issues.  Also, the City may be exposed to financial and reputation risk. 
 
Recommendation 
We recommend the appropriate research and actions be taken to obtain Medicaid website access and permit 
acquisition of supporting documentation.  In the interim, the Medicaid status should be verified by a second 
employee and evidence of the initial and secondary verification should be retained in the permanent records. 
Additionally, we recommend that the invoices be reviewed/reconciled against the supporting detail file.  At 
a minimum, a detailed review of a sample of clients should be performed monthly.  Evidence of the monthly 
review should be retained in the permanent records of the agency. 
 
Management Response 
The Non-Emergency Medical Transportation Program provides a critical service to the residents of the City 
of Baltimore. Accurate accounting for the state and federal funds received to administer this program is  a 
top   priority   and   BCHD   works   diligently,   internally   and   externally,   to   ensure   that   reporting 
requirements are met.  BCHD acknowledges some weaknesses in the administration of the program, but 
has already begun to rectify any deficiencies in the management of the program. 
 
BCHD  is  actively  working  to  prepare  and  submit  the  necessary  paperwork  with  CMS  to  establish  
a Medicaid authorizing official at BCHD and gain access to the online EVS system.   We anticipate having 
access to this system by late September.   In   the   interim,   the   program   has   begun   recording   the 
confirmation  number  received  when  using  the telephonic version of the EVS system in the notes section 
of Trapeze (the program’s online scheduling system as of July 1, 2018).  The confirmation number serves 
as proof that the client has active Medicaid coverage on the date that eligibility was checked. 
 
The  program will  develop  a  formal  billing and  invoice  review  process  that will  include  comparing a 
random sample of 25 trips each month reported by the transportation vendor with the scheduling system. 
The scheduling documentation will be printed out and stapled to the billing detail and invoice documents 
and filed for audit purposes.  As of late August, 2018, the new invoice review process has been instituted 
and the program anticipates few billing irregularities as a result. 
 


