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Executive Summary
Purpose
To determine whether the costs reported by the Hebrew Institute for the Deaf and Exceptional 
Children (Hebrew Institute) 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 included expenses claimed on Hebrew Institute’s CFRs for the 
three fiscal years ended June 30, 2014.

Background
Hebrew Institute is a Brooklyn, New York not-for-profit organization approved by SED to provide 
full-day and half-day Special Class (SC) and Special Class in an Integrated Setting (SCIS) preschool 
special education programs to disabled children who are between the ages of three and five 
years. During the 2013-14 school year, Hebrew Institute served about 171 students. The New 
York City Department of Education (DoE) refers students to Hebrew Institute based on clinical 
evaluations and pays for their services using rates established by SED. The rates are based on the 
financial information that Hebrew Institute reports to SED on its annual CFRs. SED reimburses 
DoE for a portion of its payments to Hebrew Institute based on statutory rates. For the three fiscal 
years ended June 30, 2014, Hebrew Institute reported approximately $11 million in reimbursable 
costs for the audited cost-based programs. 

In addition to the SC and SCIS programs, Hebrew Institute operated two other SED programs: 
Evaluations and 1:1 Aides. However, payments for services under these other programs were 
based on fixed fees, as opposed to cost-based rates established through CFR-reported financial 
information. Hebrew Institute also operated a private day care program.

Key Findings
For the three fiscal years ended June 30, 2014, we identified $774,122 in reported costs that did 
not comply with the Manual’s requirements and recommend such costs be disallowed.  These 
ineligible costs included $624,868 in personal service costs and $149,254 in other than personal 
service costs, as follows: 

•	$194,438 in lump sum bonuses that did not comply with the Manual’s requirements;
•	$132,846 in over-allocated compensation costs for 24 shared employees;  
•	$132,377 in excessive executive compensation;
•	$121,660 in undocumented and/or insufficiently documented expenses, including $56,568 in 

compensation paid to eight employees, $22,024 in checks written out to the Executive Director, 
$10,000 to a consultant, and $5,728 in petty cash disbursements; 

•	$108,639 in non-mandated fringe benefit contributions that did not comply with the Manual’s 
requirements;  

•	$53,533 in ineligible expenses, including $13,641 for staff food, $8,617 in referral fees to 
employees, and $11,244 in legal fees not related to the SED cost-based programs; and

•	$30,629 for vehicle expenses not supported by usage logs. 
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Key Recommendations
To SED:
•	Review the recommended disallowances resulting from our audit and make the appropriate 

adjustments to Hebrew Institute’s CFRs and reimbursement rates.
•	Work with Hebrew Institute officials to help ensure their compliance with the provisions in the 

Manual. 

To Hebrew Institute:
•	Ensure that costs reported on future CFRs comply with all Manual requirements.

Other Related Audits/Reports of Interest
Milestone School for Child Development: Compliance With the Reimbursable Cost Manual (2014-
S-37)
Institutes of Applied Human Dynamics: Compliance With the Reimbursable Cost Manual (2014-
S-39)

http://osc.state.ny.us/audits/allaudits/093015/14s37.pdf
http://osc.state.ny.us/audits/allaudits/093015/14s37.pdf
http://osc.state.ny.us/audits/allaudits/093015/14s39.pdf
http://osc.state.ny.us/audits/allaudits/093015/14s39.pdf


2015-S-67

Division of State Government Accountability 3

State of New York
Office of the State Comptroller

Division of State Government Accountability

November 22, 2016

Ms. MaryEllen Elia 				    Mr. Noah Brickman 
Commissioner 				    Executive Director
State Education Department			   Hebrew Institute for the Deaf
State Education Building - Room 125		    and Exceptional Children
89 Washington Avenue			   1401 Avenue I
Albany, NY 12234				    Brooklyn, NY 11230

Dear Ms. Elia and Mr. Brickman:

The Office of the State Comptroller is committed to helping State agencies, public authorities, 
and local government agencies manage their resources efficiently and effectively. By so doing, 
it provides accountability for the 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 Hebrew Institute for the Deaf and Exceptional Children, 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 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:  Ken Sifontes
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
The Hebrew Institute for the Deaf and Exceptional Children (Hebrew Institute) is a Brooklyn, New 
York-based not-for-profit organization authorized by the State Education Department (SED) to 
provide, among other programs, full-day and half-day Special Class (SC) and Special Class in an 
Integrated Setting (SCIS) preschool special education programs to disabled children ages three 
through five years. For the purposes of this report, these programs are collectively referred to as 
the SED cost-based Programs. During the 2013-14 school year, Hebrew Institute served about 171 
students.

The New York City Department of Education (DoE) refers students to Hebrew Institute based 
on clinical evaluations and pays for Hebrew Institute’s services using rates established by SED. 
These rates are based on the financial information that Hebrew Institute reports to SED on its 
annual Consolidated Fiscal Reports (CFRs). The State, in turn, reimburses the DoE 59.5 percent 
of the statutory rate paid to Hebrew Institute. To qualify for reimbursement, Hebrew Institute’s 
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. Reimbursable costs must be reasonable, necessary, program-
related, and properly documented.  

Chapter 545 of the Laws of 2013 authorizes 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, 2014, Hebrew Institute reported approximately $11 million in 
reimbursable costs for the aforementioned cost-based SED Programs. Our audit period included 
all claimed expenses for the three fiscal years ended June 30, 2014.

In addition to the cost-based SC and SCIS preschool special education programs, Hebrew Institute 
operated two other SED-approved programs: Evaluations and 1:1 Aides. However, payments for 
services under these other programs were based on fixed fees, as opposed to the cost-based 
rates established through CFR reported financial information. Hebrew Institute also operated a 
private day care program.
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Audit Findings and Recommendations
For the three fiscal years ended June 30, 2014, we identified $774,122 in reported costs that did 
not comply with the Manual’s requirements for reimbursement. These ineligible costs included 
$624,868 in personal service costs and $149,254 in other than personal service (OTPS) costs (see 
Exhibit on page 14).

Personal Service Costs

According to the Manual, personal service costs, which include all taxable and non-taxable 
salaries and fringe benefits paid to or accrued to employees on an 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). During the three fiscal years ended June 30, 2014, 
Hebrew Institute reported approximately $8.8 million in reimbursable personal service costs. We 
identified $624,868 in personal service costs that did not comply with the Manual’s guidelines for 
reimbursement.

Employee Bonuses

The Manual states that a bonus is 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. The Manual also states 
that entities operating approved programs shall develop employer-employee agreements with 
written salary scales and issue them to employees. For the three fiscal years ended June 30, 2014, 
we identified $194,438 ($150,984 in salaries and $43,454 in related fringe benefits) in bonus 
payments that did not comply with the Manual’s requirements. 

During the three fiscal years ended June 30, 2014, officials at Hebrew Institute issued lump sum 
payments, in the form of handwritten checks, to 50 employees in their SED cost-based Programs. 
Hebrew Institute officials claimed that these lump sum payments represented deferred salaries. 
We were able to determine that the lump sum payment represented a deferred salary for one of 
the 50 employees. However, we were unable to do so for the remaining 49 employees because 
Hebrew Institute did not provide documentation to show the employees’ base salaries and did 
not maintain employee salary agreements, as otherwise required. Absent such documentation, 
we were unable to determine if the annual lump sum payments were indeed deferred salaries. 

We then analyzed Hebrew Institute’s payroll information and determined that the lump 
sum payments to the 49 employees, which totaled $150,984, were non-recurring and non-
accumulating, and were not included in the employees’ base salaries in subsequent years. 
Therefore, the lump sum payments to the 49 employees met the Manual’s definition of a bonus. 
When we interviewed Hebrew Institute officials, they told us that, during each of the three years, 
employees had agreed to accept lower salaries if the institute experienced cash flow problems. 
These employees would then receive handwritten checks for the deferred salaries later in the 
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fiscal year if cash flow improved.  However, the Hebrew Institute would not accrue a liability for 
the deferred salaries if cash flow did not improve. 

For two of the 49 employees, we allowed portions of the lump sum payments that were funded by 
teacher-turnover grants, which aim to keep teachers from leaving one provider for employment 
with another provider that pays a higher salary. For the same two employees, we allowed an 
additional 3.5 percent of the lump sum payment for fiscal year 2012-13 because Hebrew Institute 
provided evaluations for the two employees for that year. However, we disallowed amounts in 
excess of the teacher-turnover grants for fiscal years 2011-12 and 2013-14 because no evaluations 
were available for the two employees. We also disallowed the lump sum payments for the 
remaining 47 employees for the three-year period because Hebrew Institute could not provide 
evidence that the payments were either merit based (performance evaluations) or deferred 
compensation (base salaries and employee salary agreements). Hebrew Institute representatives 
did not dispute the disallowances pertaining to 47 of the 49 employees. As such, we recommend 
that SED disallow the $194,438 ($150,984 in salaries and $43,454 in related fringe benefits) paid 
to the 49 employees who worked for the SED cost-based Programs because these costs did not 
comply with the Manual’s requirements. 

Over-Allocation of Shared Employees Compensation 

According to the Manual, actual hours of service are the preferred statistical basis upon which 
to allocate salaries and fringe benefits for shared staff who work on multiple programs. Entities 
must maintain appropriate documentation reflecting the hours used in this allocation. Acceptable 
documentation may include payroll records or time studies. If hours of service cannot be 
calculated or a time study cannot be completed, then alternative methods that are equitable and 
conform to generally accepted accounting principles may be utilized. This is especially important 
when a provider, such as Hebrew Institute, operates multiple programs. Further, the costs of 
employees who work as 1:1 aides are funded separately from the cost-based preschool special 
education programs. Therefore, charges associated with the time spent functioning as 1:1 aides 
are ineligible for reimbursement through the SED cost-based Programs. 

However, Hebrew Institute officials did not maintain appropriate documentation to support the 
allocation of 24 shared employees’ compensation between the cost-based and the 1:1 Aides 
Programs. Absent the required documentation, we used class rosters maintained by the school as 
an alternative method to determine what costs should have been allocated to the SED cost-based 
Programs. As a result, we identified $132,846 in salaries and related fringe benefit expenses 
that were over-allocated to the SED cost-based Programs. We recommend that SED disallow the 
$132,846.

Excessive Executive Compensation

According to the Manual, compensation (i.e., salaries plus fringe benefits) for an entity’s staff 
whose function is that of Executive Director will be directly compared with the regional median 
compensation for comparable administration job titles of public school districts. Reimbursement 
of employee compensation for an Executive Director shall not exceed the median compensation 
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paid to comparable personnel in public schools for similar work and hours of employment in the 
region in which the entity is located.

For the three fiscal years ended June 30, 2014, Hebrew Institute reported $356,558, $311,565, 
and $310,502, respectively, in compensation (salary and fringe benefits) for the Executive Director. 
The regional median compensation for an Executive Director during this three-year period was 
$267,596, $274,416, and $281,291, respectively - a difference of $155,322 over the three-year 
period. We recommend a disallowance of $132,377 - the amount over-allocated to the SED cost-
based Programs. (Note: Pursuant to desk review, SED disallowed these costs prior to our audit.)

Non-Mandated Fringe Benefits

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. The Manual also states that costs will not be reimbursable on field audit 
without appropriate written documentation of such costs. 

For the three fiscal years ended June 30, 2014, the Hebrew Institute made contributions of 
between 16 percent and 52 percent of gross salaries to a 401(k) profit-sharing plan for two senior 
employees: the Executive Director and the Curriculum Coordinator. In comparison, contributions 
for the remaining Hebrew Institute employees ranged from 4 percent (for fiscal year 2013-14) 
to 9 percent (for fiscal year 2011-12) of their gross salaries. Consequently, the contributions of 
16 percent to 52 percent of gross salaries for the two senior employees significantly exceeded 
(and were not proportional to) the benefits provided to other Hebrew Institute employees, 
as otherwise required by the Manual. For the two senior employees, we disallowed a total of 
$189,017 in contributions that were in excess of contribution rates made to the other employees. 
We recommend that SED disallow $107,025 in payments to the Curriculum Coordinator because 
these payments did not comply with the Manual’s requirements. The remaining $81,992 ($189,017 
- $107,025) was previously included in the disallowance recommended in the Excessive Executive 
Compensation section of this report.  

Also, Hebrew Institute could not provide documentation to support an additional $1,614 in health 
insurance expenses. Therefore, we recommend that SED disallow a total of $108,639 ($107,025 + 
$1,614) in non-mandated fringe benefits charged to the SED cost-based Programs. 

Unsupported Compensation 

The Manual states that costs will be considered for reimbursement provided such costs are 
reasonable, necessary, directly related to the education programs, and sufficiently documented. 
Costs will not be reimbursable on field audit without appropriate written documentation of such 
costs. Compensation costs must be based on approved and documented payrolls, which must be 
supported by employee time records prepared during, not after, the time period for which the 
employee was paid. 
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However, Hebrew Institute officials could not provide documentation, including evidence of work-
product, to show that eight employees were assigned to or had provided services to the SED cost-
based Programs. Therefore, we recommend that SED disallow the $56,568 in compensation that 
was claimed for the eight employees.  

Other Than Personal Service Costs

For the three fiscal years ended June 30, 2013, Hebrew Institute reported $2.25 million in OTPS 
costs for the SED cost-based Programs. We identified $149,254 of these expenses that did not 
comply with the Manual’s reimbursement requirements, as follows: 

Undocumented and Insufficiently Documented Expenses

The Manual states that costs will be considered for reimbursement provided such costs are 
reasonable, necessary, directly related to the education programs, and sufficiently documented. 
In addition, all purchases must be supported with invoices that list the items purchased, dates of 
purchase and payment, as well as with copies of canceled checks. However, for the three fiscal 
years ended June 30, 2014, we identified:  

•	$39,436 in undocumented expenses, including $22,024 in checks to the Executive Director, 
$6,742 for office supplies/postage, $5,728 in petty cash disbursements, $2,137 in staff 
development and travel costs, and $2,805 in other miscellaneous expenses. Hebrew 
Institute officials could not provide any documentation, such as invoices or receipts, to 
support these expenses; and

•	$15,656 in insufficiently documented expenses, including $5,956 for office supplies; 
$5,349 in credit card payments - the transaction details supporting the expenses were 
obscured/not legible; and $4,351 in other miscellaneous expenses.

Consequently, we recommend that SED disallow the $55,092 ($39,436 + $15,656) because the 
expenses were not documented and/or were insufficiently documented.

Ineligible Expenses

The Manual states that costs must be program related. In addition, the Manual states that 
costs of food purchased for staff and the cost of clothing purchased for students or staff are not 
reimbursable. For the three fiscal years ended June 30, 2014, we identified $53,533 in expenses 
that were ineligible for reimbursement, as follows:

•	$13,641 in food for staff members;
•	$12,516 in t-shirts, jackets, and caps for adults and children;
•	$11,244 in legal fees that were unrelated to the SED cost-based Programs;
•	$8,617 in referral fees that were paid to employees for each child they referred to Hebrew 

Institute’s SED Evaluation program;
•	$3,897 in expenses not related to the SED cost-based Programs, including a private day 
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care; and
•	$3,618 in other miscellaneous ineligible expenses. 

Thus, we recommend that SED disallow the $53,533 in expenses because these expenses were 
ineligible for reimbursement.

Vehicle Expenses

According the Manual, vehicle use must be documented with individual vehicle logs that include 
at a minimum: the date and time of travel, to and from destinations, mileage between each 
destination, the purpose of travel, and the name of the traveler. The Manual also states that costs 
associated with the personal use of a program-owned or leased automobile are not reimbursable. 
In addition, the costs of vehicles used by program officials, employees, or Board members to 
commute to and from their homes are not reimbursable. For the three fiscal years ended June 30, 
2013, Hebrew Institute charged $30,629 in lease payments and other related expenses for a 2010 
Acura MDX and, later, a 2013 Acura MDX that were driven by the Executive Director.

We found, however, that Hebrew Institute officials did not maintain the required vehicle logs 
to support the use of the vehicle. Moreover, we determined that the Executive Director also 
used the vehicles for commuting to and from work. We recommend that SED disallow $30,629 in 
vehicle expenses because these expenses did not comply with the requirements in the Manual.

Consultant Expenses 

The Manual requires consultant costs to be supported by a written contract that includes the 
nature of the services to be provided, the charge per day, and service dates. All payments must be 
supported by itemized invoices that indicate the specific services actually provided; and for each 
service, the date(s), number of hours provided, the fee per hour; and the total amount charged.  

For the three fiscal years ended June 30, 2014, Hebrew Institute paid a consultant $138,292 to 
provide physical therapy services to students. During fiscal year 2013-14, Hebrew Institute paid 
the consultant an additional $1,000 per month, for 10 months, to provide support and training 
to school employees on the use of the EZ-Track online computer system for recording therapy 
sessions. We reviewed the documentation provided by Hebrew Institute in support of the $10,000 
in payments and noted that the consultant’s invoices did not indicate the specific services actually 
provided, the date of the services, and the number of hours provided, as required. Moreover, 
school officials did not maintain any evidence of the services rendered by the consultant. 
Therefore, we recommend that SED disallow the $10,000 in consultant expenses because these 
expenses did not comply with the Manual’s requirements.  
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Recommendations

To SED:

1.	 Review the recommended disallowances resulting from our audit and make the appropriate 
adjustments to Hebrew Institute’s reimbursement rates. 

2.	 Work with Hebrew Institute officials to help ensure their compliance with Manual provisions.

To Hebrew Institute:

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

Audit Scope and Methodology
We audited the costs reported on Hebrew Institute’s CFRs to determine whether they were 
properly documented, program related, and allowable pursuant to the Manual. The audit included 
all claimed expenses for the three fiscal years ended June 30, 2014.

To accomplish our objective, we reviewed the Manual, the Consolidated Fiscal Reporting and 
Claiming Manual, Hebrew Institute’s CFRs, and relevant financial records for the audit period. 
We also interviewed Hebrew Institute’s officials, staff, and independent auditors to obtain an 
understanding of Hebrew Institute’s financial and business practices. To complete our audit work, 
we selected and reviewed a judgmental sample of costs reported by the Hebrew Institute. We 
included in our sample high-risk categories such as food, vehicle expenses, and checks written 
out to the Executive Director.  We assessed the sample of reported costs to determine whether 
they were supported, program appropriate, and reimbursable. Our review of Hebrew Institute’s 
internal controls focused on the controls over Hebrew Institute’s 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 objective. We believe that the evidence obtained during our audit provides a reasonable 
basis for our findings and conclusions based on our audit objective.

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 Hebrew Institute officials for their review and 
formal comment.  Their comments were considered in preparing this report and are attached to 
the end of it.  In their response, SED officials agreed with our recommendations and indicated 
that they will take steps to address them. In their response, Hebrew Institute officials accepted 
some of our conclusions, but generally disagreed with other proposed disallowances. Also, our 
rejoinders to certain Hebrew Institute 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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Andrew A. SanFilippo, Executive Deputy Comptroller
518-474-4593, asanfilippo@osc.state.ny.us

Tina Kim, Deputy Comptroller
518-473-3596, tkim@osc.state.ny.us

Brian Mason, Assistant Comptroller
518-473-0334, bmason@osc.state.ny.us

Vision

A team of accountability experts respected for providing information that decision makers value.

Mission

To improve government operations by conducting independent audits, reviews and evaluations 
of New York State and New York City taxpayer financed programs.

Contributors to This Report
Kenrick Sifontes, Audit Director
Stephen Lynch, Audit Manager
Alina Mattie, Audit Supervisor

Irina Kovaneva, Examiner-in-Charge
Jean Cineas, Senior Examiner

Nareen Jarrett, Senior Examiner
Shengyu Gu, Staff Examiner

mailto:asanfilippo%40osc.state.ny.us%0D?subject=
mailto:tkim%40osc.state.ny.us?subject=
mailto:bmason%40osc.state.ny.us?subject=


2015-S-67

Division of State Government Accountability 14

Exhibit
Hebrew Institute for the Deaf and Exceptional Children 
Schedule of Submitted and Disallowed Program Costs 

For the 2011-12, 2012-13, and 2013-14 Fiscal Years 
 

Program Costs Amount Per 
CFR 

Amount 
Disallowed 

Amount 
Remaining 

Notes to 
Exhibit 

Personal Services     
      Direct Care $7,492,240 $475,650 $7,016,590 A, B, D-G, K-M       Agency Administration 1,284,310 *149,218 1,135,092 
Total Personal Services $8,776,550 *$624,868 $8,151,682  
Other Than Personal Services     
      Direct Care $847,927 $49,472 $798,455 A, C, H-K, N-P       Agency Administration 1,406,217 99,782 1,306,435 
Total Other Than Personal Services $2,254,144 $149,254 $2,104,890  
Total Program Costs $11,030,694 *$774,122 $10,256,572  
 

*Includes certain adjustments previously made by SED 
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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 Hebrew Institute officials during the course of our audit. 

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

B.	 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.

C.	 Section II.11 - Cost of clothing and uniforms for children attending day care or public 
schools are assumed by children’s parents or guardians and are not reimbursable. Clothing 
and uniforms purchased for staff, even when required by school, are not reimbursable. 

D.	 Section II.13.A(1) - Entities operating approved programs shall develop employer-
employee agreements with written salary scales and issue them to employees.

E.	 Section II.13.A(4a) - Compensation (i.e., salaries plus fringe benefits) for an entity’s staff 
whose function is that of Executive Director will be directly compared with the regional 
median compensation for comparable administration job titles of public school districts. 
Reimbursement of employee compensation for Executive Director shall not exceed the 
median compensation paid to comparable personnel in public schools for similar work 
and hours of employment in the region in which the entity is located.

F.	 Section II.13.A(10) (July 2012 Edition) - Bonus compensation shall mean a non-recurring 
and non-accumulating (i.e., not included in base salary of subsequent years) lump sum 
payment(s) in excess of regularly scheduled salary that is not directly related to hours 
worked. Bonus compensation is restricted to direct care titles/employees. Bonus 
compensation may be reimbursed if based on merit as measured and supported by 
employee performance evaluations and does not exceed 3.5 percent of salary for any 
direct care employee.

G.	 Section II.14.A(10) (July 2011 Edition) - Bonus compensation shall mean a non-recurring 
and non-accumulating (i.e., not included in base salary of subsequent years) lump sum 
payment(s) in excess of regularly scheduled salary that is not directly related to hours 
worked. Bonus compensation is restricted to direct care titles/employees. Bonus 
compensation may be reimbursed if based on merit as measured and supported by 
employee performance evaluations and does not exceed 5 percent of salary for any direct 
care employee.

H.	 Section II.20.B - All personal expenses, such as personal travel expenses, laundry charges, 
beverage charges, gift certificates to staff and vendors, flowers or parties for staff, holiday 
parties, repairs on a personal vehicle, rental expenses for personal apartments, etc., are 
not reimbursable unless specified otherwise in this Manual. 

I.	 Section II.30.C - Costs for food, beverages, entertainment, and other related costs for 
meetings, including Board meetings, are not reimbursable. 
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J.	 Section II.59.D(1) - The costs of vehicles used by program officials, employees, or Board 
members to commute to and from their homes are not reimbursable.

K.	 Section III.1 - Costs will not be reimbursable on field audit without appropriate written 
documentation of costs. 

L.	 Section III.1.A (July 2011 Edition) - Compensation costs must be based on approved, 
documented payrolls.  Payrolls 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. 

M.	 Section III.1.B - Actual hours of service are the preferred statistical basis upon which to 
allocate salaries and fringe benefits for shared staff who work on multiple programs. 
Entities must maintain appropriate documentation reflecting the hours used in this 
allocation for seven years.

N.	 Section III.1.C(2) - Adequate documentation includes, but is not limited to, the consultant’s 
resume, a written contract which includes the nature of the services to be provided, 
charge per day, and service dates. All payments must be supported by itemized invoices 
which indicate the specific services actually provided; and for each service, the date(s), 
number of hours provided, the fee per hour; and the total amount charged. In addition, 
when direct care services are provided, the documentation must indicate the names of 
the students served, the actual dates of service, and the number of hours of service to 
each child on each date.

O.	 Section III.1.J(2) - Vehicle use must be documented with individual vehicle logs that include 
at a minimum: the date, time of travel, to and from destinations, mileage between each, 
purpose of travel, and name of traveler.

P.	 Section III.D - All purchases must be supported with invoices listing items purchased and 
indicating date of purchase and date of payment, as well as canceled checks. Costs must 
be charged directly to specific programs whenever possible. The particular program(s) 
must be identified on invoices or associated documents. 
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Agency Comments - State Education Department



2015-S-67

Division of State Government Accountability 18



2015-S-67

Division of State Government Accountability 19

Agency Comments - Hebrew Institute

*See State Comptroller’s Comments, page 27
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State Comptroller’s Comments
1.	 The State Comptroller’s legal authority to audit the costs submitted by Hebrew Institute 

on the CFRs submitted to the State Education Department (SED) is expressly cited on 
pages 3 and 12 of the report. 

2.	 The assertion is inaccurate. In our report, we acknowledged SED’s review of executive 
salary compensation as part of its annual desk review of providers’ CFRs.  As part of SED’s 
routine follow-up on our audit recommendations, SED officials reconcile our recommended 
disallowances to their previously identified disallowances, if any, and adjust the amount 
to be disallowed, as may be appropriate.  Also, in our report, we note when SED has 
disallowed a cost prior to our audit to help ensure that amounts of disallowances are not 
double counted.  

3.	 It is appropriate for us to report on the excessive compensation the Hebrew Institute 
claimed for the executive director. Our audit is independent of SED’s desk review, and 
consequently, there could be differences in the amounts allowed/disallowed in question. 
Also, see Comment No. 2.

4.	 As detailed on page 6 of the report, the lump sum payments made by Hebrew Institute 
met the Manual’s definition of a bonus. 

5.	 We disagree. Section II.13.B(2) of the Manual clearly states that benefits, including 
pensions for individual employees or officers/directors, must be proportionately similar to 
those received by other classes or groups of employees. Further, SED officials concur with 
our interpretation of this provision of the Manual. Also, nothing in the Manual obviates 
the Hebrew Institute from following the requirements of Section II.13.B(2).

6.	 Contrary to Hebrew Institute’s contention, Section II.13.B(2) does not refer to fringe 
benefits “generally” or “as a group.” 

7.	 As detailed in the report, the pension contributions of all but the two employees in 
question were between 4 percent and 9 percent of their respective gross salaries, while the 
two employees received contributions of 16 percent to 52 percent of their gross salaries. 
Given the magnitude of the differences in the contribution rate ranges, we maintain that 
the contributions were not proportionately similar.

8.	 Hebrew Institute officials could have sought guidance and/or clarification from SED 
officials.  Also, in response to the draft report, SED officials stated that they will continue to 
provide technical assistance whenever requested and strongly recommend that providers 
take advantage of SED’s availability to help them better understand the standards for 
reimbursement as presented in Regulation and the Manual. Further, although certain 
costs might be compliant with IRS anti-discriminatory requirements, that does not obviate 
a provider (including Hebrew Institute) from compliance with the Manual.   

9.	 The assertion is inaccurate. Our approach to determining “proportionately similar” is 
consistent throughout our audits.  

10.	Hebrew Institute officials can seek guidance and/or clarification from SED officials 
regarding their position on this issue. 

11.	Our report recommends disallowances to both fringe benefits and other personal 
service (non-fringe benefit) costs, which could both impact the overall fringe benefit 
rate. Consequently, we provide SED with detailed line item information on both cost 
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components so that it can make the appropriate adjustments for CFR reporting and rate-
setting purposes.

12.	The Manual states that costs will not be reimbursed upon field audit without appropriate 
written documentation.  The Manual does not make exceptions for claims of lost or 
destroyed supporting documentation.   

13.	We disagree.  The Manual states that any expenditures that cannot be charged directly 
to a specific program must be allocated.  However, in this case, the legal expenses can be 
attributed to a specific program; therefore, they should not be allocated.

14.	Contrary to Hebrew Institute’s contention, the cost of clothing and uniforms that are 
normally assumed by parents or legal guardians of students attending day care centers 
or public day schools are not reimbursable. Further, clothing expenses for staff, such 
as uniforms for custodians or bus drivers, even if required by school policy, are not 
reimbursable. Such costs are considered to be personal expenses.

15.	Our position is not inconsistent.  Our recommended disallowances to SED consisted of 
legal expenses that were not directly related to the SED cost-based Programs.  Further, 
our recommended disallowances were based on the respective ratio-values of the SED 
cost-based Programs and the non-SED programs. 

16.	We revised our report to delete the disallowances related to the custodial staff legal fees.  
17.	We disagree. The section of the Manual cited by Hebrew Institute (Section II.14) describes 

what type of consultant costs are reimbursable. Section III.1.C of the Manual details the 
recordkeeping requirements for consultants. In fact, Section II.14 clearly refers the reader 
to Section III.1.C of the Manual for direction pertaining to recordkeeping requirements. 


	TMB511868167
	TMB2057038497
	TMB714498578
	TMB1031909433
	TMB1722053329
	TMB77017247
	TMB342022001
	TMB1767892224
	TMB1848345219
	TMB1713311453
	TMB1436398653
	TMB1666028504
	TMB1570117702
	TMB1129807404
	TMB1298644892
	TMB1965865046
	TMB1724100872
	TMB677966272
	TMB2129984571
	TMB1361405036
	TMB873574713
	TMB399402529
	TMB2191743
	TMB1751238238
	TMB2138401020
	TMB1574133026
	TMB2004998809
	TMB2103618807
	TMB74999891
	TMB1783518144
	TMB794882610
	TMB1394555694
	TMB2042856631
	TMB454517826
	TMB1173055641
	TMB1011259511
	TMP1376961993
	TMB352169155
	TMB1583607728
	TMB2082445158
	TMB1057079018
	TMB1159901841
	TMB1364866446
	TMB1060441278
	TMB1446595382
	TMB999411839
	TMB1875364047
	TMB1696459167
	TMB974291829
	TMB1898921465
	TMB297122821
	TMB1751169275
	TMB886056061
	TMB196455280
	TMB84711669
	TMB941695085
	TMB1183657559
	TMB1374291573
	TMB2061726273
	TMB1455634708
	TMB1537936946
	TMB1096667545
	TMB1643212501
	TMB631623038
	TMB1677658488
	TMB1530677900
	TMB307507051
	TMB21348036
	TMB1759268886
	TMB416709579
	TMB79015215
	TMB733318645
	TMB381106189
	TMB2124001466
	TMB1240721249
	TMB69639663
	TMB1854576199
	TMB2033599617
	TMB801656705
	TMP2013167383
	TMB1273188656
	TMB621021120
	TMB253331469
	TMP1488082727
	TMB1909256120
	TMB1330470034
	TMB614553064
	TMB1895865244
	TMB1587019563
	TMB887974267
	TMB1388760090
	TMB927226568
	TMB1391262397
	TMB632730866
	TMB320798777
	TMB231573719
	TMB245755585
	TMP2139310548
	TMB1666631993
	TMB1598768085
	TMP2012089742
	TMP1390777446
	TMB1625786913
	TMB1423928104
	TMB617846361
	TMB412931331
	TMB1520461783
	TMB1467769031
	TMB2101215650
	TMB1939132869
	TMB253281894
	TMB1320570755
	TMB157687930
	TMB340894785
	TMB678321886
	TMB2041125926
	TMB793151905
	Background
	Audit Findings and Recommendations
	Personal Service Costs
	Other Than Personal Service Costs
	Recommendations

	Audit Scope and Methodology
	Authority
	Reporting Requirements
	Contributors to This Report
	Exhibit
	Notes to Exhibit
	Agency Comments - State Education Department
	Agency Comments - Hebrew Institute
	State Comptroller’s Comments

