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Executive Summary
Purpose
To determine whether the costs reported by Kew Gardens SEP, Inc. (Kew Gardens) on its 
Consolidated Fiscal Reports (CFRs) were properly documented, program-related, and allowable 
pursuant to the State Education Department’s (SED) Reimbursable Cost Manual (Manual). The 
audit covered expenses claimed on Kew Gardens’ CFR for fiscal year 2012-13 and certain expenses 
claimed on Kew Gardens’ CFRs for the two fiscal years ended June 30, 2012. 

Background
Kew Gardens is a Queens, New York-based for-profit organization that is authorized by SED to 
operate Preschool Special Education Itinerant Teacher (SEIT) and Related Services programs 
for disabled children between the ages of three and five years. During the 2012-13 fiscal year, 
Kew Gardens served 103 students. The New York City Department of Education (DoE) refers 
preschool special education students to Kew Gardens based on clinical evaluations and pays for 
Kew Gardens’ services using rates established by SED. The SEIT rates are based on the financial 
information that Kew Gardens reports to SED on its annual CFRs. The State reimburses DoE for a 
portion of its payments to Kew Gardens based on the SED-established rates. For the three fiscal 
years ended June 30, 2013, Kew Gardens reported approximately $9.8 million in reimbursable 
costs for the audited SEIT program. 

Key Findings
For the three fiscal years ended June 30, 2013, we identified $295,997 in reported costs that did 
not comply with the requirements in the Manual and recommend such costs be disallowed. The 
ineligible costs included $283,649 in personal service costs and $12,348 in other than personal 
service (OTPS) costs, as follows:

•	$119,906 in accrued pension plan expenses. On its CFR for the fiscal year ended June 30, 2011, 
Kew Gardens officials accrued $120,000 in costs for a profit-sharing plan. The plan was not 
established. Instead, Kew Gardens distributed $78,335 in wages to 14 employees and used 
the remaining $41,665 to reduce a prior period’s liability. We recommend that $119,906, the 
amount allocated to the SEIT program, be disallowed;

•	$93,771 in accrued compensation paid to 19 employees in subsequent years. These payments 
were not added to the employees’ base compensation. As such, they met the Manual’s definition 
of bonuses. The performance evaluations for each of the 19 employees indicated they rarely 
met expectations during the periods for which the extra compensation was paid;

•	$50,851 in excess retirement plan contributions for five employees;
•	$19,120 in salary expenses paid to two individuals whose timesheets showed they worked the 

same 12 p.m.-2 p.m. time period at another preschool special education provider; 
•	$8,680 in advertising costs that were insufficiently documented; and
•	$3,668 in over-allocated costs for supplies.



2014-S-63

Division of State Government Accountability 2

Key Recommendations

To SED:
•	Review the recommended disallowances resulting from our audit and make the appropriate 

adjustments to the costs reported on Kew Gardens’ CFRs and to Kew Gardens’ tuition 
reimbursement rates. 

•	Work with Kew Gardens officials to help ensure their compliance with the Manual’s provisions.

To Kew Gardens:
•	Ensure that costs reported on future CFRs comply with the requirements in the Manual.

Other Related Audits/Reports of Interest
Whitestone School for Child Development: Compliance With the Reimbursable Cost Manual 
(2014-S-38)
Institutes of Applied Human Dynamics: Compliance With the Reimbursable Cost Manual (2014-
S-39)

http://osc.state.ny.us/audits/allaudits/093015/14s38.pdf
http://osc.state.ny.us/audits/allaudits/093015/14s38.pdf
http://osc.state.ny.us/audits/allaudits/093015/14s39.pdf
http://osc.state.ny.us/audits/allaudits/093015/14s39.pdf
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State of New York
Office of the State Comptroller

Division of State Government Accountability

December 31, 2015

Ms. MaryEllen Elia					     Mr. Leonid Yakubov
Commissioner						     Executive Director
State Education Department				    Kew Gardens SEP, Inc. 
State Education Building				    159-16 Union Turnpike
89 Washington Avenue				    Queens, NY 11366
Albany, NY 12234 

Dear Ms. Elia and Mr. Yakubov: 

The Office of the State Comptroller is committed to helping State agencies, public authorities, 
and local government agencies manage government resources efficiently and effectively and, 
by so doing, providing accountability for tax dollars spent to support government operations. 
The Comptroller oversees the fiscal affairs of State agencies, public authorities, and local 
government agencies, as well as their compliance with relevant statutes and their observance of 
good business practices. This fiscal oversight is accomplished, in part, through our audits, which 
identify opportunities for improving operations. Audits can also identify strategies for reducing 
costs and strengthening controls that are intended to safeguard assets.

Following is a report, entitled Compliance With the Reimbursable Cost Manual, of our audit 
of the costs submitted by Kew Gardens SEP, Inc. to the State Education Department for the 
purposes of establishing preschool special education tuition reimbursement rates. This audit was 
performed pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the 
State Constitution; Article II, Section 8 of the State Finance Law; and Section 4410-c of the State 
Education Law. 

This audit’s results and recommendations are resources for you to use in effectively managing 
your operations and in meeting the expectations of taxpayers. If you have any questions about 
this draft report, please feel free to contact us.

Respectfully submitted, 

Office of the State Comptroller 
Division of State Government Accountability
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State Government Accountability Contact Information:
Audit Director:  Frank Patone
Phone: (212) 417-5200 
Email: StateGovernmentAccountability@osc.state.ny.us
Address:

Office of the State Comptroller 
Division of State Government Accountability 
110 State Street, 11th Floor 
Albany, NY 12236

This report is also available on our website at: www.osc.state.ny.us 
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Background
Kew Gardens SEP, Inc. (Kew Gardens) is a for-profit organization that is authorized by the State 
Education Department (SED) to operate Preschool Special Education Itinerant Teacher (SEIT) and 
Related Services programs for disabled preschool children ages three through five years. Based in 
Queens, New York, Kew Gardens provides these services to children throughout the five boroughs 
of New York City. During the 2012-13 fiscal year, Kew Gardens served 103 students.

The New York City Department of Education (DoE) refers preschool special education students 
to Kew Gardens based on clinical evaluations and pays for Kew Gardens’ services using rates 
established by SED. These SEIT rates are based on the financial information that Kew Gardens 
reports to SED on its annual Consolidated Fiscal Reports (CFRs). To qualify for reimbursement, 
Kew Gardens’ expenses must comply with the criteria set forth in SED’s Reimbursable Cost 
Manual (Manual), which provides guidance to special education providers on the eligibility of 
reimbursable costs, the documentation necessary to support these costs, and cost allocation 
requirements for expenses relating to multiple programs. The State reimburses DoE 59.5 percent 
of the statutory rates paid to Kew Gardens. Reimbursable costs must be reasonable, necessary, 
program-related, and properly documented. 

Chapter 545 of the Laws of 2013 mandates the State Comptroller to audit the expenses reported 
to SED by special education service providers for preschool children with disabilities. For the 
three fiscal years ended June 30, 2013, Kew Gardens reported approximately $9.8 million in 
reimbursable costs for its SEIT program. Our audit scope period focused on the 2012-13 fiscal 
year, and we included certain items claimed on the CFRs for the 2010-11 and 2011-12 fiscal years. 
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Audit Findings and Recommendations
For the three fiscal years ended June 30, 2013, we identified $295,997 in reported costs that did 
not comply with the Manual’s requirements for reimbursement. The ineligible costs included 
$283,649 in personal service costs and $12,348 in other than personal service (OTPS) costs (see 
Exhibit at the end of the report).

Personal Service Costs

According to the Manual, personal service costs, which include all taxable and non-taxable salaries 
and fringe benefits paid or accrued to employees on the agency’s payroll, must be reported on 
the provider’s CFR as either direct care costs (e.g., teachers’ salaries) or non-direct care costs 
(e.g., administrators’ salaries). All claimed costs must comply with the applicable provisions of the 
Manual. For the three fiscal years ended June 30, 2013, Kew Gardens reported about $9.1 million 
in reimbursable personal service costs. We identified $283,649 in personal service costs that do 
not comply with the Manual’s guidelines for reimbursement, as follows:

Payments in Lieu of Pension Contributions

According to the Manual, payments in lieu of pensions made to or for the benefit of school 
officers, directors, or presidents are not reimbursable as a fringe benefit, but will be considered 
as a salary expense.  

On its CFR for the fiscal year ended June 30, 2011, Kew Gardens accrued $120,000 in costs for 
a profit-sharing plan that would benefit 15 employees. However, Kew Gardens officials advised 
us that plan documents were not filed and the plan was not established by the end of the fiscal 
year, as required. Kew Gardens officials further advised that instead of making payments to an 
established plan, they distributed $78,335 of the $120,000 as wages to 14 employees (five non-
direct care and nine direct care) during fiscal year 2011-12. This payout was not included in the 
recipients’ base salaries in subsequent years. According to Kew Gardens, the remaining $41,665 
was used to reduce a prior period’s liability.

SED advised us that it is inappropriate to pay an expense for any other purpose than that for 
which it was accrued. Further, given the aforementioned circumstances, Kew Gardens should 
have amended the CFR for the fiscal year ended June 30, 2011 and returned the accrued funds 
rather than distributing them as wages. Therefore, we recommend that SED disallow $119,906 of 
the $120,000, the amount allocated to the SEIT program. 

Additional Compensation/Bonuses

According to the Manual, bonus compensation shall mean a non-recurring and non-accumulating 
(i.e., not included in base salary of subsequent years) lump sum payment in excess of regularly 
scheduled salary, which is not directly related to hours worked.  A bonus may be reimbursed if it is 
based on merit, as measured and supported by employee performance evaluations. For the two 
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fiscal years ended June 30, 2012, Kew Gardens accrued expenses totaling $396,606 ($360,799 in 
salaries and $35,807 in fringe benefits). However, we identified $93,771 ($85,280 in salaries and 
$8,491 in fringe benefits) that did not comply with the Manual’s requirements, as follows:   

•	Kew Gardens officials advised us that, in order to be competitive with other providers and 
to improve employee morale, they accrued $220,236 ($80,201 for fiscal year 2010-11 and 
$140,035 for fiscal year 2011-12) in personal service expenses so that they could increase 
the hourly rates of 111 SEIT teachers from their then-current rates of $50/$55/$60 to 
$65 per hour.  The SEIT teachers were told that they would receive the increased rate if 
the entity’s cash flow improved. During fiscal years 2012-13 and 2013-14, some of the 
teachers had already resigned. Therefore, Kew Gardens paid the accrued salaries to the 47 
SEIT teachers who were still employed by the entity. However, the teachers’ base salaries 
did not increase in the subsequent years. As a result, these payments met the Manual’s 
definition of a bonus. Further, when we reviewed performance evaluations for the 47 
teachers, we noted that 19 teachers had received “Rarely Meets Expectations” ratings - 
the lowest rating on Kew Gardens’ three-point performance scale. Thus, the payments to 
the 19 teachers were not based on merit, as otherwise required by the Manual. Therefore, 
we recommend that SED disallow the $53,413 ($48,633 in salaries and $4,780 in fringe 
benefits for the two fiscal years ended June 30, 2012) because these payments to the 19 
teachers did not comply with the requirements in the Manual. 

•	For the fiscal year ended June 30, 2011, Kew Gardens accrued an additional $68,641 in 
salaries for the 111 SEIT teachers.  Because some of the teachers had already resigned, 
Kew Gardens officials distributed the $68,641 to the 47 teachers who were still on the 
entity’s payroll in August 2012.  We noted that the payments did not increase the base 
salaries of the 47 teachers in subsequent years. Therefore, these payments met the 
Manual’s definition of a bonus.  Further, we reviewed the performance evaluations of the 
47 teachers and noted that 19 teachers had received “Rarely Meets Expectations” ratings 
- the lowest rating on Kew Gardens’ performance rating scale. Thus, the payments to the 
19 teachers were not based on merit. Therefore, we recommend that SED disallow the 
$22,070 ($19,912 in salaries and $2,158 in fringe benefits) because these payments to the 
19 teachers did not comply with the requirements in the Manual.

•	Further, for the fiscal year ended June 30, 2012, Kew Gardens accrued $71,922 in expenses 
on behalf of the same 111 SEIT teachers. These expenses were categorized as bonuses 
on Kew Gardens’ general ledger and were not included in the teachers’ base salaries in 
subsequent years.  Further, we reviewed the performance evaluations for the 47 SEIT 
teachers who were still working for Kew Gardens at the time of the payout and noted that 
19 of the 47 teachers had received performance ratings of “Rarely Meets Expectations” 
- the lowest rating on Kew Gardens’ performance scale. Thus, the payments were not 
based on merit. Therefore, we recommend that SED disallow the $18,288 ($16,735 in 
salaries and $1,553 in fringe benefits) because these payments to the 19 teachers did not 
comply with the requirements in the Manual.

We noted that Kew Gardens officials advised us that evaluations are used to establish a threshold 
for achieving a bonus, not for evaluating competency.
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Retirement Plan Contributions

According to the Manual, fringe benefits (including pensions, life insurance, and tax-sheltered 
annuities) for individual employees or officers/directors should be proportionately similar to 
those received by other classes or groups of employees. According to guidance provided to us by 
SED, fringe benefits are proportionately similar if the benefits-to-salaries ratio is the same/similar 
among all employees.

For the fiscal year ended June 30, 2012, Kew Gardens contributed $442,194 to a 401(k) retirement 
plan on behalf of 30 employees.  We noted that 23 of the 30 employees were each assigned 
contributions that represented 22 percent of their gross salaries.  The contributions for the seven 
remaining employees (three executives and four staff) ranged from 29 percent to 47 percent of 
their gross salaries.  We determined that the contributions of 29 percent to 47 percent of gross 
salaries for the seven employees did not comply with the requirements in the Manual. For the 
seven employees, we disallowed contributions that were in excess of 22 percent of their gross 
salaries. Therefore, we recommend that SED disallow the $50,851 because these payments did 
not comply with the requirements in the Manual.  

Salary Expense 

According to the Manual, compensation costs must be based on approved, documented payrolls, 
supported by employee time records prepared during, not after, the time period for which the 
employee was paid. Employee timesheets must be signed by the employee and a supervisor, and 
must be completed at least monthly.

For the period of November 29, 2010 through March 15, 2011, Kew Gardens accrued and 
subsequently paid $17,250 ($11,250 and $6,000, respectively) in salaries for a Program Director 
and a Chief Financial Officer (CFO). Timesheets for the two employees indicated they each worked 
two hours, from 12:00 p.m.to 2:00 p.m., daily - a total of 10 hours per week. However, interviews 
and other available documentation indicated that, during the same period, the two employees 
were working a five-day, full-time schedule at another preschool special education provider. 

When we queried this discrepancy, Kew Gardens officials told us that the 12:00 p.m. to 2:00 p.m. 
time period, attested to on Kew Gardens’ timesheets, did not accurately reflect the time worked by 
the Program Director and the CFO.  Kew Gardens officials added that although the two employees 
did not work each day from 12 p.m. to 2 p.m., a new billing system software had used a default 
setting of 12 p.m. to 2 p.m. to memorialize the two hours worked daily. We then requested the 
work product for the two employees to verify if they had indeed worked for Kew Gardens during 
that period. However, Kew Gardens officials failed to provide the requested documentation. In 
the absence of such documentation, we recommend that SED disallow the $19,120 ($17,250 in 
salaries and $1,870 in fringe benefits) in compensation claimed by Kew Gardens.
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Other Than Personal Service Costs

According to the Manual, OTPS costs must be reasonable, necessary, program-related, and 
supported by sufficient and appropriate documentation. During fiscal year 2012-13, Kew Gardens 
charged $706,941 in OTPS expenses to the SEIT program. We identified $12,348 of these expenses 
that did not comply with SED’s reimbursement requirements, as follows.

Advertising 

According to the Manual, costs must be reasonable, necessary, and sufficiently documented in 
order to be reimbursed.  For the three fiscal years ended June 30, 2013, Kew Gardens reported 
$15,129 in advertising expenses. 

Kew Gardens officials provided us with samples of 28 advertisements that reportedly ran in various 
publications. However, officials were unable to provide copies of publications that carried 12 of 
the 28 advertisements. Absent copies of the publications, there was insufficient assurance that 
advertisements costing $8,680 were actually published. Thus, we recommend that SED disallow 
the $8,680 in advertising expenses that were not in compliance with the Manual’s guidelines.  

Supplies 

Kew Gardens operated two SED programs (SEIT and Related Services) during fiscal year 2012-
13. According to the Manual, costs must be charged to specific programs whenever possible. 
The cost of supplies that are purchased for distribution among multiple programs must be 
allocated among those programs, if direct charges are not possible. Entities operating programs 
must use allocation methods that are fair and reasonable, as determined by the Commissioner’s 
fiscal representatives. Such allocation methods, as well as the statistical basis used to calculate 
allocation percentages, must be documented and retained for a minimum of seven years. For the 
fiscal year ended June 30, 2013, Kew Gardens reported $19,548 in supply expenses for its SEIT 
program. 

We reviewed available documentation to determine if Kew Gardens had allocated the correct 
amount of supply expenses to the SEIT program. We found that only $1,210 of the $19,548 
in supply expenses were directly related to the SEIT program. The remaining $18,338 should 
have been allocated across all programs using the accepted ratio-value allocation methodology 
for expenses that are not directly related to a program. Using the ratio-value methodology, we 
determined that, in total, only $15,880 of the $19,548 should have been charged to the SEIT 
program and the remaining $3,668 to the Related Services program. Therefore, we recommend 
that SED disallow $3,668 in supplies expenses because these costs did apply to the SEIT program.
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Recommendations

To SED:

1.	 Review the recommended disallowances resulting from our audit and make the appropriate 
adjustments to the costs reported on Kew Gardens’ CFRs and to Kew Gardens’ tuition 
reimbursement rates. 

2.	 Work with Kew Gardens officials to help ensure their compliance with the Manual’s provisions.

To Kew Gardens:

3.	 Ensure that costs reported on future CFRs comply with the requirements in the Manual.

Audit Scope and Methodology
We audited the costs reported on Kew Gardens’ CFRs to determine whether they were properly 
documented, program-related, and allowable pursuant to SED’s Manual.  The audit included all 
claimed expenses for fiscal year 2012-13, and certain expenses claimed on Kew Garden’s CFRs for 
the two fiscal years ended June 30, 2012.

To accomplish our objectives, we reviewed the Manual and the Consolidated Fiscal Reporting and 
Claiming Manual, Kew Gardens’ CFRs, and relevant financial records for the audit period. We also 
interviewed Kew Gardens officials, staff, and independent auditors to obtain an understanding of 
their financial and business practices. In addition, we assessed a judgmental sample of reported 
costs to determine whether they were supported, program-appropriate, and reimbursable. 
Our review of Kew Gardens’ internal controls focused on the controls over Kew Gardens’ CFR 
preparation process.

We conducted our performance audit in accordance with generally accepted government auditing 
standards. These standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our 
audit objectives. We believe that the evidence obtained during our audit provides a reasonable 
basis for our findings and conclusions based on our audit objectives.

In addition to being the State Auditor, the Comptroller performs certain other constitutionally and 
statutorily mandated duties as the chief fiscal officer of New York State. These include operating 
the State’s accounting system; preparing the State’s financial statements; and approving State 
contracts, refunds, and other payments. In addition, the Comptroller appoints members to 
certain boards, commissions, and public authorities, some of whom have minority voting rights. 
These duties may be considered management functions for purposes of evaluating organizational 
independence under generally accepted government auditing standards. In our opinion, these 
management functions do not affect our ability to conduct independent audits of program 
performance.
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Authority
The audit was performed pursuant to the State Comptroller’s authority as set forth in Article 
V, Section 1 of the State Constitution; Article II, Section 8 of the State Finance Law; and Section 
4410-c of the State Education Law.

Reporting Requirements
We provided draft copies of this report to SED and Kew Gardens officials for their review and 
formal comment.  We considered their comments in preparing this final report and attached the 
comments in their entirety to the report. In responding to our draft report, SED officials agreed 
with our recommendations.  In their response, however, Kew Gardens officials disagreed with our 
report’s findings. Our rejoinders to certain Kew Gardens comments are included in the report’s 
State Comptroller’s Comments.

Within 90 days of the final release of this report, as required by Section 170 of the Executive 
Law, the Commissioner of Education shall report to the Governor, the State Comptroller, and the 
leaders of the Legislature and fiscal committees, advising what steps were taken to implement 
the recommendations contained herein, and if the recommendations were not implemented, the 
reasons why.
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Exhibit
Kew Gardens SEP, Inc. 

Schedule of Submitted and Disallowed Program Costs 
for the 2010-11, 2011-12, and 2012-13 Fiscal Years 

 

Program Costs Amount Per 
CFR 

Amount 
Disallowed 

Amount 
Remaining 

Notes to 
Exhibit 

Personal Services     
         Direct $8,337,657 $235,929 $8,101,728 A - D, F 
         Agency Administration 758,327 47,720 710,607 A - D, F 
Total Personal Services $9,095,984 $283,649 $8,812,335  
Other Than Personal Services     
         Direct $78,873 $3,668 $75,205 A, E 
         Agency Administration 628,068 8,680 619,388 A, E 
Total Other Than Personal Services $706,941 $12,348 $694,593  

Total Program Costs $9,802,925 $295,997  $9,506,928  
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Notes to Exhibit
The following Notes refer to specific sections of SED’s Reimbursable Cost Manual used to develop 
our recommended disallowances. We summarized the applicable sections to explain the basis for 
each disallowance. We provided the details supporting our recommended disallowances to SED 
and Kew Gardens officials during the course of our audit.

A.	 Section II - Costs will be considered for reimbursement provided such costs are reasonable, 
necessary, directly related to the education program, and sufficiently documented.

B.	 Section II.13.A.10 - A merit award (bonus compensation) shall mean a non-recurring and 
non-accumulating (i.e., not included in base salary of subsequent years) lump sum payment 
in excess of regularly scheduled salary, which is not directly related to hours worked. A 
merit award may be reimbursed if it is based on merit, as measured and supported by 
employee performance evaluations.

C.	 Section II.13.B(2)c - Benefits including pensions, life insurance and tax sheltered annuities 
for individual employees or officers/directors are proportionately similar to those received 
by other classes or groups of employees.

D.	 Section III.1.A - Compensation costs must be based on approved, documented payrolls. 
Payroll must be supported by employee time records prepared during, not after, the time 
period for which the employee was paid. Employee time sheets must be signed by the 
employee and a supervisor, and must be completed at least monthly.

E.	 Section III.1.M.2 - Entities operating programs must use allocation methods that are 
fair and reasonable, as determined by the Commissioner’s fiscal representatives. Such 
allocation methods, as well as the statistical basis used to calculate allocation percentages, 
must be documented and retained.

F.	 Section II.13.C(1)a - Payments in lieu of pensions made to or for the benefit of school 
officers, directors, presidents, etc. are not reimbursable as a fringe benefit but will be 
considered as salary expense.
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Agency Comments - State Education Department
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Agency Comments - Kew Gardens SEP, Inc.

*See State Comptroller’s Comments, Page 26.
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State Comptroller’s Comments
1.	 The State Comptroller’s legal authority to audit the costs submitted by Kew Gardens on 

the CFRs to the State Education Department is expressly cited on pages 3 and 11 of the 
report.

2.	 We informed Kew Gardens officials at the audit’s opening conference that we reserved 
the right to expand the scope of the audit based on risk identified during the initial field 
work. 

3.	 The $119,906 was claimed on the CFR as a non-mandated fringe benefit. Kew Gardens 
officials stated the $119,906 was set aside for the establishment of a profit-sharing plan from 
which contributions would be made. However, the profit-sharing plan was not established 
as intended and ultimately the funds were used for other than pension plan contributions. 
According to SED, it is inappropriate to pay an expense for any other purpose than that 
for which it was accrued. SED advised us that Kew Gardens should have amended its CFR 
and returned the accrued funds rather than distributing them as Kew Gardens did. Kew 
Gardens’ response states that “because SED claims something is ‘inappropriate’ doesn’t 
make it so, nor does it mean that the expense in this instance is not reimbursable.” SED is 
the administrator of the preschool special education program and author of the Manual. 
We, therefore, sought guidance from SED. Further, Kew Gardens’ response indicates that 
we did not communicate SED’s position to them prior to the issuance of the draft audit 
report. This is not accurate. We, in fact, did communicate this prior to and at the closing 
conference.

4.	 Kew Gardens reported the $41,665 as an expense on its 2010-11 CFR. However, as 
Kew Gardens acknowledges, the money was not spent. Although the $41,665 was later 
reported as a prior period adjustment on the 2012-13 CFR, it was applied to revenue; 
therefore, it did not have an effect on expenses or the resulting rate decrease for the fiscal 
year 2010-11.

5.	 The payments meet the requirements of a bonus: they were non-recurring and non-
accumulating (i.e., not included in base salary of subsequent years) lump sum payments 
in excess of regularly scheduled salary, which was not directly related to hours worked.

6.	 “Rarely Meets Expectations” is a term developed and used by Kew Gardens on their 
employee performance evaluations. Kew Gardens officials advised us that the performance 
evaluations are used to establish a threshold for achieving a bonus, not for evaluating 
competency. Therefore, OSC did not misinterpret the bonus evaluation rubric. However, 
we revised our report to note that Kew Gardens advised us that the evaluations are used 
to establish a threshold for achieving a bonus, not for evaluating competency. 

7.	 We disagree. The payments were bonuses as they were made in excess of the regularly 
scheduled salary and were not based on hours worked. Further, the bonus payments were 
not based on merit; therefore, they are not reimbursable. 

8.	 On page 14 of our report, in the Notes to the Exhibit, we cite Section II.13.B(2)c of the 
Manual, which states that benefits as well as pensions should be proportionately similar 
to those received by other classes or groups of employees.

9.	 Although Section II.13.C of the Manual addresses requirements for pensions in detail, it 
does not obviate Kew Gardens from following the requirements of Section II.13.B(2) of 
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the Manual, which, as noted on page 8 of our report, states benefits, including pensions 
for individual employees or officers/directors must be proportionately similar to those 
received by other classes or groups of employees. Further, this section does not refer to 
fringe benefits “generally” or “as a group,” as Kew Gardens contends. 

10.	As detailed in the report, the pension contributions of all but seven employees were 22 
percent or less of their respective salaries while the remaining seven employees received 
contributions of 29 percent to 47 percent of their salaries. Given the magnitude of the 
differences in contribution rate ranges, we maintain that the contributions were not 
proportionately similar.

11.	We disagree. This issue was discussed in length during the closing conference in which an 
SED representative was in attendance.  

12.	In fact, the Program Director and the Chief Financial Officer (CFO) advised us that they had 
worked full-time at another entity at the same time they were employed by Kew Gardens. 
Further, Kew Gardens advised us that these two employees would work many nights and 
weekends to get Kew Gardens “up-to-speed.”  Nonetheless, there was no evidence or 
assurance that the two employees worked outside of the regular work hours. 

13.	Kew Gardens’ explanation that timesheets were not intended to delineate hours worked 
for Kew Gardens is counter to the Manual.  Section II.13.A(4)(d) states, in part, that “the 
allocation of compensation must be supported by time and effort reports or equivalent 
documentation which meets the following standards: they must reflect contemporaneous 
time records of the actual activity of each employee; and  they must account for the total 
activity for which each employee is compensated.” Thus, without accurate time records, 
Kew Gardens cannot claim reimbursement for this employee. 

14.	We disagree. Kew Gardens informed us of the time tracking software limitation only after 
we found discrepancies with the time records of the Program Director and CFO.   

15.	The auditors were not provided with any definitive evidence of the work effort of the two 
employees. The auditors were given anecdotal evidence that the work was done by them, 
but Kew Gardens did not provide documentary evidence of that effort.

16.	Kew Gardens was provided with auditors’ work papers that clearly identified the date of 
the advertisements and their costs. As stated on page 9 of the report, absent copies of 
the publications, there was insufficient assurance that the advertisements were actually 
published.  

17.	We have revised our report to delete the reference to information that should not be 
included in advertisements. 

18.	Kew Gardens’ General Ledger documented only $1,210 in supply expenses for the SEIT 
program. We applied the ratio-value method of allocation, a method approved by the 
Manual, to allocate the rest of the supply expenses.  In addition, Kew Gardens is incorrect in 
its assertion that we did not provide adequate information on the supplies we determined 
not to be directly related to the SEIT program.  In fact, we provided officials with a detailed 
breakdown that included the date of each transaction, the vendor name, the purchase 
amount, and a description of the items in question.  Also, we maintain that our audit fully 
complies with Generally Accepted Government Auditing Standards (GAGAS).
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