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Executive Summary
Purpose
To determine whether the costs reported by Rivendell School (Rivendell) 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 
the expenses claimed on Rivendell’s CFRs for the three fiscal years ended June 30, 2014.  

Background
Rivendell is a Brooklyn, New York-based not-for-profit organization that is authorized by SED to 
operate, among other SED-approved programs, a Preschool Special Education Itinerant Teacher 
(SEIT) program to disabled children between the ages of three and five years. During the 2013-
14 school year, Rivendell served 86 students. The New York City Department of Education (DoE) 
refers students to Rivendell based on clinical evaluations, and the municipality pays for the 
services Rivendell provides using rates established by SED. The rates are based on the financial 
information that Rivendell reports to SED on its annual CFRs. SED reimburses DoE for a portion of 
its payments to Rivendell based on statutory rates. For the three fiscal years ended June 30, 2014, 
Rivendell reported approximately $7.5 million in reimbursable costs for the audited programs. 

In addition to the SEIT Program subject to our audit, Rivendell operates a Montessori preschool, 
which is primarily privately funded, and a program for Related Services and Evaluations.  These 
non-SEIT programs are not subject to SED’s rate-setting function.    

Key Findings
For the three fiscal years ended June 30, 2014, we identified $536,449 in reported costs that did 
not comply with Manual requirements and recommend such costs be disallowed. These ineligible 
costs included $70,644 in personal service costs and $465,805 in other than personal service 
costs.  Among the disallowances we identified were:

•	$389,012 in over-allocated expenses, including bond interest ($202,162) and depreciation and 
amortization ($128,506).  These costs should have been allocated to other Rivendell programs.  

•	$70,644 in undocumented extra pay expenses. The teachers in question did not work sufficient 
hours to earn extra pay, or the hours worked did not pertain to the SEIT Program. 

•	$12,699 in unnecessary and ineligible travel costs.

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

adjustments to Rivendell’s reimbursement rates. 
•	Work with Rivendell officials to help ensure their compliance with Manual provisions.

To Rivendell:
•	Ensure that costs reported on future CFRs comply with all Manual requirements.
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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 28, 2015

Ms. MaryEllen Elia					     Ms. Katy Hill
Commissioner						     Executive Director
State Education Department				    Rivendell School
State Education Building - Room 125			  277 Third Avenue
89 Washington Avenue				    Brooklyn, NY  11215
Albany, NY  12234

Dear Ms. Elia and Ms. Hill:

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 of our audit of the expenses submitted by Rivendell School to the State 
Education Department for the purposes of establishing the tuition reimbursement rates, entitled 
Compliance With the Reimbursable Cost Manual. 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. 

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
Rivendell School (Rivendell) is a not-for-profit organization that is authorized by the State 
Education Department (SED) to provide, among other programs, a Preschool Special Education 
Itinerant Teacher (SEIT) program to disabled preschool children from three to five years of age. 
Based in Brooklyn, New York, Rivendell provides these SED Programs to children throughout the 
five boroughs of New York City. During the 2013-14 school year, Rivendell served 86 students. 

The New York City Department of Education (DoE) refers students to Rivendell based on clinical 
evaluations and pays for Rivendell’s services using rates established by SED. These rates are based 
on the financial information that Rivendell reports to SED on its annual Consolidated Fiscal Reports 
(CFRs). The State, in turn, reimburses municipalities 59.5 percent of the statutory rate paid to 
Rivendell.  To qualify for reimbursement, Rivendell’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 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, 2014, Rivendell reported approximately $7.5 million in reimbursable 
costs for its SED Programs. 

In addition to the preschool special education programs subject to our audit, Rivendell operates 
a Montessori preschool.  Rivendell charges private payers tuition for their children to attend the 
Montessori preschool.  Rivendell also administers a program for Related Services and Evaluations.  
These non-SEIT programs are not subject to SED’s rate-setting function. 
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Audit Findings and Recommendations
For the three fiscal years ended June 30, 2014, we identified $536,449 in reported costs that did 
not comply with the Manual’s requirements for reimbursement. The ineligible costs included 
$70,644 in personal service costs and $465,805 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). For the three fiscal years ended June 30, 2014, Rivendell reported about 
$6.5 million in reimbursable personal service costs. We identified $70,644 in personal service 
costs that did not comply with the Manual guidelines for reimbursement.

The Manual states that 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. Also, Section 200.9 of the Regulations of the Commissioner 
of Education states that providers shall maintain adequate records to document direct and/or 
indirect service hours provided as well as time spent on all other activities related to each student 
served.  Direct services are associated with the provision of instruction to students with disabilities. 
Indirect services include consultations provided by a certified special education teacher to assist 
the child’s general education teacher.

During the three fiscal years ended June 30, 2014, Rivendell reported $70,644 ($52,798 in salaries 
and $17,846 in related fringe benefits) in extra payments for five SEIT teachers. Rivendell officials 
advised us that these SEIT teachers were scheduled for 1,610 work hours in a school year (35 
hours a week for 46 weeks).  Of the 1,610 hours, 1,127 hours (70 percent) are considered to be 
direct hours.  According to Rivendell officials, any SEIT teacher working in excess of 1,127 direct 
hours received extra payments for the additional SEIT sessions these staff members provided.  

To determine whether the extra payments were adequately supported, we reviewed Rivendell’s 
monthly Attendance Verification forms (in lieu of standard time and attendance records, which 
were not available). The Attendance Verification forms summarized the direct and indirect SEIT 
service hours provided per child.  We determined that the total numbers of hours worked, per 
the Attendance Verification forms, were lower than the total work hours reported on the CFR.  
Specifically, for four of the five teachers who received extra payments, the Attendance Verification 
forms indicated that they worked fewer than 1,610 total hours.  Consequently, these teachers 
were not eligible for extra compensation. Also, the remaining teacher worked in excess of the 
1,127 direct hours; however, 462 of the hours were not related to the SEIT Program. Therefore, 
we recommend that SED disallow $70,644 in extra payment compensation for five SEIT teachers.  
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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 the three fiscal years ended 
June 30, 2014, Rivendell charged $931,240 in OTPS expenses to the SED Programs. We identified 
$465,805 of these expenses that did not comply with SED reimbursement requirements. 

Over-Allocation of Expenses

The Consolidated Fiscal Reporting and Claiming Manual (CFR Manual) states when programs 
share the same geographic location or more than one State agency is served at the same 
geographic location, property and related costs must be allocated between the programs/State 
agencies benefiting from those resources. These costs include expenses such as utilities, repairs 
and maintenance, depreciation, and leases or mortgage interest. The CFR Manual also prescribes 
the procedures that providers must use to calculate cost allocations using the square footage 
method.  We determined that Rivendell officials did not apply the square footage methodology to 
allocate facility costs among its programs. Instead, they used the ratio value method of allocation.  
However, this method of allocation was incorrect because it allocated facility costs based on 
overall program costs and not square footage, as required by the CFR Manual.

As noted previously, Rivendell operates two other SED-approved programs at its main location 
in addition to its SEIT Program. The other programs include Related Services and Evaluations 
and a Montessori preschool, primarily funded through private tuition revenues. To determine 
the allocation of building expense to the SEIT Program, the audit team measured the locations’ 
square footage and discussed the program use of each space with Rivendell officials. Auditors and 
Rivendell officials generally agreed on the use of each space. However, Rivendell officials claimed 
that the library was used exclusively for SEIT services, and therefore, its costs should be allocated 
100 percent to the SEIT Program.  

According to SED officials, SEIT is an itinerant service to be provided in the student’s natural 
environment, such as the home or an early childhood program in which parents have enrolled 
their child.  In exceptional cases, with the consent of parents and the provider, a Committee on 
Preschool Special Education can indicate on students’ Individualized Education Programs that SEIT 
sessions be rendered at the provider’s site.  According to SED officials, certain students received 
SEIT services at Rivendell’s site.  However, SED officials also advised Rivendell officials that out-of-
classroom space (i.e., the library space) was not appropriate for rendering SEIT services.  Further, 
SED did not approve the library space for SEIT administrative purposes. Therefore, charging all 
of Rivendell’s library space exclusively to SEIT was not reasonable and necessary. Under these 
circumstances, we designated the library’s square footage as common space and reduced the 
amount of space directly allocable to the SEIT Program.  

Using updated square footage and space use calculations, we determined that $389,012 in costs 
were over-allocated to the SEIT Program.  Thus, we recommend SED disallow these costs as 
follows:  
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•	$202,162 in bond interest, bond amortization, and bond administration expenses;  
•	$128,506 in depreciation and amortization expenses; 
•	$22,210 in utility expenses;
•	$20,760 in maintenance expenses; and 
•	$15,374 in other expenses.  

We note that SED had previously disallowed some of these costs. 

Unapproved Preschool Special Education Itinerant Teacher Facility 

The Manual states that program and fiscal issues require prior written approval of the 
Commissioner’s designees when costs for an education program expansion (including, e.g., 
additional staff, property, and classroom equipment) is expected to be reimbursed fully or partially 
through the tuition rate. Both program and fiscal designee written approval is required for new or 
renovated facility space, both instructional and non-instructional.

We found that Rivendell officials rented space at 272 Third Avenue, Brooklyn, in addition 
to its primary building. Rivendell officials advised us that the additional space was used for 
administrative purposes as well as to provide SEIT services.  During our audit period, Rivendell 
reported $99,228 in rent expenses (of which $53,546 was charged to the SEIT Program).  We 
asked Rivendell officials if they had SED’s formal approval to acquire and use this building for SEIT 
services, as required by the Manual. Officials told us that they did not request SED’s approval to 
use this building, and consequently, no such approval was granted.  As such, we recommend that 
SED disallow $53,546 in costs that were not in compliance with the Manual. We note that SED 
had previously disallowed some of these costs. 

Travel Expenses

According to the Manual, conferences must be directly related to the education program or to 
the administration of the program. Programs shall be required upon audit to provide brochures, 
agendas, or other literature that verify attendance and document the purpose of the conference or 
meeting. For fiscal year 2013-14, the Manual states that out-of-country travel is not reimbursable. 
The Manual also states that costs must reasonable, necessary, directly related to the special 
education program, and sufficiently documented. 

During fiscal year 2011-12, Rivendell charged $8,207 for a conference in Cape Town, South 
Africa. Rivendell’s former Executive Director (who was employed by Rivendell at the time of our 
fieldwork) advised us that the primary purpose of the trip was to present Rivendell’s preschool 
program internationally.  Nevertheless, this expense was not necessary to administer Rivendell’s 
SEIT Program. In addition, Rivendell charged $4,492 for conferences in Edinburg, Scotland and in 
Vancouver, British Columbia, Canada in fiscal year 2013-14. The costs for both of these conferences 
were not eligible for reimbursement because they occurred in foreign countries.  

Rivendell officials asserted that the conference costs should be allowed. They advised us that 
Rivendell is a member of an international not-for-profit organization that promotes the mental well-
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being and healthy development of infants throughout the world and generates and disseminates 
scientific knowledge. We did not question this. Nonetheless, the travel costs of $12,699 ($8,207 
+ $4,492) in question were either not necessary or not eligible for reimbursement, and therefore, 
we recommend that SED disallow them.  Also, we note that SED had previously disallowed some 
of these costs.

Education Costs

According to the Manual, fringe benefits may include paid time off, such as vacation leave, sick 
leave, military leave, holidays, training, and educational costs, provided the benefit is established 
by written school policy. Rivendell has its own written school policy in its Employee Handbook for 
tuition reimbursement, which states an employee can be reimbursed for up to $500 for a year. 

During fiscal year 2011-12, we found that Rivendell made tuition reimbursement payments to 
one SEIT teacher totaling $7,079. These payments exceeded the amount allowed by Rivendell’s 
Employee Handbook. Consequently, we recommend SED disallow $6,579 – the amount over the 
$500 limit. 
 

Other Unsupported/Ineligible Expenses

Generally, costs will be considered for reimbursement provided such costs are reasonable, 
necessary, directly related to the special education program, and sufficiently documented. Gifts 
of any kind are non-reimbursable. 

During our audit period, we identified credit card expenses totaling $3,969 that were not 
sufficiently documented nor ineligible for reimbursement based on the Manual, as follows: 

•	$3,232 in ineligible gift purchases, including items from museum gift shops and jewelry;  
and 

•	$737 in other purchases that were not supported by an invoice or receipt. 

Rivendell officials advised us that they purchased staff appreciation gifts for their SEIT teachers, 
and acknowledged they were not reimbursable. In addition, we found that Rivendell did not 
maintain any invoices or receipts for any of these purchases.  Consequently, we recommend that 
SED disallow these $3,969 in reported expenses. 

Recommendations

To SED:

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

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



2015-S-25

Division of State Government Accountability 10

To Rivendell:

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

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

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

We conducted our 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.

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. 
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Reporting Requirements
We provided draft copies of this report to SED and Rivendell officials for their review and formal 
comment.  We considered their comments in preparing this final report and attached them to it. 
In their response, SED officials agreed with our recommendations. However, in their response, 
Rivendell officials disagreed with most of our proposed disallowances.  Further, our rejoinders to 
certain Rivendell 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
Rivendell School  

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 $5,782,672 $70,644 $5,712,028 A,F,G 
         Agency Administration 735,184 0 735,184  
Total Personal Services $6,517,856 $70,644 $6,447,212 A,F,G 

Other Than Personal Services        
         Direct Care $192,439 $4,344 $188,095 A 
         Agency Administration 738,801 461,461 277,340 B–E,G 
Total Other Than Personal Services $931,240 $465,805 $465,435 A–E,G 

Total Program Costs $7,449,096 $536,449 $6,912,647  
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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 Rivendell 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 are sufficiently documented.

B.	 Section II.13.B.1- Fringe benefits may include paid time off, such as vacation leave, sick 
leave, military leave, holidays, training and educational costs, provided the benefit is 
established by written school policy. 

C.	 Section II.13.B.2.e - Employer-provided educational assistance costs are reimbursable as 
compensation only when the course or degree pursued is relevant to the field in which 
the employee is working.

D.	 Section II.24 - Gifts of any kind are non-reimbursable.
E.	 Section II.59.B - Out of country travel is not reimbursable. 
F.	 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. 

G.	 Section III.1.M.1 - Any expenditures that cannot be charged directly to a specific program 
must be allocated across all programs and/or entities benefited by the expenditure.
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Agency Comments - State Education Department
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Agency Comments - Rivendell School
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*See State Comptroller’s Comments on Page 32.



2015-S-25

Division of State Government Accountability 18

*
Comment

2

*
Comment

3

*
Comment

2

*
Comment

4



2015-S-25

Division of State Government Accountability 19

*
Comment

5

*
Comment

6

*
Comment

7



2015-S-25

Division of State Government Accountability 20

*
Comment

8



2015-S-25

Division of State Government Accountability 21

*
Comment

9

*
Comment

10



2015-S-25

Division of State Government Accountability 22

*
Comment

11

*
Comment

12



2015-S-25

Division of State Government Accountability 23

*
Comment

13

*
Comment

14

*
Comment

15



2015-S-25

Division of State Government Accountability 24



2015-S-25

Division of State Government Accountability 25

*
Comment

16

*
Comment

17

*
Comment

18



2015-S-25

Division of State Government Accountability 26

*
Comment

19

*
Comment

20

*
Comment

21

*
Comment

22



2015-S-25

Division of State Government Accountability 27

*
Comment

23

*
Comment

24

*
Comment

25



2015-S-25

Division of State Government Accountability 28

*
Comment

26

*
Comment

27

*
Comment

28

*
Comment

29



2015-S-25

Division of State Government Accountability 29

*
Comment

30

*
Comment

31

*
Comment

32

*
Comment

33



2015-S-25

Division of State Government Accountability 30

*
Comment

34



2015-S-25

Division of State Government Accountability 31

*
Comment

35



2015-S-25

Division of State Government Accountability 32

State Comptroller’s Comments
1.	 The State Comptroller’s legal authority to audit the costs submitted by the Rivendell 

School on the CFRs it submits to the State Education Department is expressly cited on 
pages 3 and 10 of the report.

2.	 We noted throughout the report any instances where SED had previously disallowed 
certain costs.  Our audit is independent of any actions that SED may have previously taken 
on certain costs.  We provide the details of our proposed disallowances to SED so that any 
adjustments to reported costs are not duplicated.   

3.	 We use the term “over-allocation” to mean more than the proper amount.  It does not 
indicate explicitly or implicitly whether or not any discrepancy was deliberate.

4.	 We use the term “undocumented” to mean that documentation to support charges to 
the audited programs was not available or provided to us. It does not indicate explicitly or 
implicitly whether or not any discrepancy was fabricated.

5.	 We have revised our report to state that SED had previously disallowed some of these 
travel expenses.

6.	 We use the term “unnecessary” to mean that the cost is of a type generally not recognized 
as ordinary and necessary for the operation of the approved special education program. 
We use the term “ineligible” to mean that the expense was not eligible for reimbursement, 
per the Manual.  In either case, it does not indicate explicitly or implicitly whether or not 
the travel was for personal reasons.  

7.	 We disagree. On page 6 of our report, we provide sufficient detail of and basis for our 
findings related to extra payments for five SEIT teachers.  We did not any omit any relevant 
context from the report. 

8.	 Rivendell’s “determination” of what constituted extra work was not documented in any of its 
policies and procedures. Moreover, Section 200.9 of the Regulations of the Commissioner 
of Education states that providers shall maintain adequate records to document both 
direct and/or indirect service hours provided as well as time spent.  Rivendell officials did 
not comply with this requirement. 

9.	 Our audit determined that Rivendell did not maintain documentation to support all the 
work hours reported on the CFR.  The Manual requires that all compensation costs must 
be supported. Moreover, the Manual provides specific guidelines for SEIT providers to 
follow regarding billable time and documentation.

10.	We disagree.  As stated on page 6 of the report, the Manual is not silent on how 
compensation should be supported. 

11.	The Manual states that payroll must be supported by employee time records.  The Manual 
does not exclude salaried employees from maintaining time records. 

12.	We disagree. The Manual refers to section 200.9 of the Regulations of the Commissioner 
of Education, which states that entities operating approved programs must retain all 
pertinent accounting and allocation records supporting related data directly or indirectly 
related to the establishment of tuition rates.  In addition, costs will not be reimbursable 
on field audit without appropriate written documentation. 

13.	The “time sheets” that Rivendell refers to are the Attendance Verification Forms (AVFs). The 
AVFs only accounted for direct time.  Further, we did not substitute our judgment for how 
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“extra work” was determined.  Section 200.9 requires that the total time be adequately 
supported including direct and indirect time.  In addition, Rivendell’s own policy states 
that both billable and non-billable time must be documented. However, Rivendell officials 
could not support all of the costs (and corresponding hours) they reported on their CFRs.  

14.	Our report does not state that time sheets for indirect and non-direct time must be 
provided to establish a documented payroll.  Furthermore, we were not inconsistent in 
our assessment.  Given the absence of time and attendance sheets, we relied on the 
aforementioned AVFs to support charges for direct and non-direct costs. However, the 
AVFs did not support the “extra work” payments in question. This portion of our audit 
focused on the extra work payments (as opposed to direct and non-direct personal service 
charges).   Also, see Comment no. 13.   

15.	Rivendell’s assertion is incorrect regarding the Commissioner’s Regulations under Section 
200.9.  These regulations relate to the establishment of “Tuition rates for approved 
programs educating students with disabilities ages 3 to 21 years old who have been 
enrolled pursuant to articles 81 and 89 of the Education Law” rendering them fiscally 
not programmatically driven and support the requirement for Rivendell to keep the 
appropriate time records for reimbursement. 

16.	Rivendell’s assertion is incorrect.  In fact, Pendency SEIT was already funded by the DoE 
and, as such, should not have been included in the preschool SEIT’s cost.  In addition, 
Rivendell provided records that supported only 1,534 hours of this employee’s time – 
including the 462 hours spent in Rivendell’s DoE-funded Pendency program.

17.	We did not double-count. We did not deduct the 462 hours; instead, we took note that of 
the 1,534 hours for which Rivendell officials provided supporting documentation, 462 of 
these hours actually belonged to its Pendency program. Nevertheless, Rivendell officials 
reported to the SEIT program both the employee’s base salary as well as the “extra work” 
payment. 

18.	Rivendell had no written policies or guidelines for “extra work.” During the audit, Rivendell 
officials advised us that the expectation was 70 percent of 1,610 hours (1,127 is 70 percent 
of 1,610) will be direct hours.

19.	The “extra work” compensation costs should not be allocated. Also, see Comment no. 17. 
20.	There was no calculation error related to the 45 additional hours. We will credit V.H. for 45 

hours based on information provided to us after the issuance of the draft report.
21.	Section 200.9 of the Regulations of the Commissioner of Education states that providers 

shall maintain adequate records to document both direct and/or indirect service hours 
provided as well as time spent.  Rivendell officials did not comply with this requirement. 

22.	We agree that there is nothing in the Manual that requires the hours reported to be 
specifically based on Attendance Verification Forms. However, the reason we reviewed 
Attendance Verification Forms is because Rivendell did not maintain traditional 
time records. Regardless, Section 200.9 requires that providers maintain supporting 
documentation for both direct and indirect time worked by employees. 

23.	We acknowledge SED’s annual review of the allocation expenses as part of its annual 
desk review of provider CFRs.  Further, as part of their routine follow-up on our audit 
recommendations, SED officials reconcile our recommended disallowances to their 
previous disallowances, if any, and adjust them as appropriate.  

24.	The Consolidated Fiscal Reporting and Claiming Manual defines three types of space for 
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allocation purposes: program exclusive; agency administration; and common space. It is 
unclear that the library was program exclusive. As noted in the report, Rivendell operated 
other programs, including a Montessori preschool, which was primarily privately funded. 
In addition, SED advised us that the library space was not an appropriate location for the 
provision of SEIT services.  Further, because SED did not approve of the library space as 
SEIT administrative space, common space was the appropriate classification for the library.  

25.	We acknowledge that the library space could have been used to provide certain services 
to SEIT students. However, SED advised us that the space was not an appropriate location 
for the provision of SEIT services. Consequently, we maintain that “common space” is the 
appropriate space classification for the library.     

26.	Our report does not state that SED told OSC that the CPSEs usually do not authorize SEIT 
services at the provider’s site. In fact, we acknowledge that CPSEs can prescribe that SEIT 
sessions be rendered at such site.  We will revise the report to clarify the reference that 
the provision of SEIT sessions was not what usually occurred at Rivendell.  Moreover, SED 
advised us that the library space was not an appropriate location for the provision of SEIT 
services, nor was it approved for SEIT administrative purposes. In addition, Rivendell’s 
Compliance Assurance Plan Status Report (Final Report Issued August 8, 2014) stated 
that Rivendell must work with the CPSEs to identify appropriate locations, consistent with 
Education Law, for the provision of SEIT.

27.	As previously noted, SED advised us that the library space was not an appropriate location 
for the provision of SEIT services and was not approved for administrative purposes. 

28.	The square footage calculations we used in the report are accurate. In fact, we discussed 
and confirmed our calculations with Rivendell officials during the audit. Further, we 
provided Rivendell officials with our final calculations prior to the issuance of the draft 
audit report. 

29.	As stated on page 8 of the report, the Manual states that program and fiscal issues require 
prior written approval of the Commissioner’s designees when costs for an education 
program expansion are expected to be reimbursed fully or partially through the tuition 
rate.  Rivendell, however, did not receive the required SED approval.

30.	We do not dispute that SED’s review was conducted using square footage measurements 
provided by Rivendell officials. However, we determined that the measurements 
officials communicated to SED were incorrect.  Consequently, we performed our own 
measurements and used the correct amounts of square feet.  

31.	We disagree. Section II.31 of the Manual does not specifically allow reimbursement for 
attendance at international conferences; instead, it is silent.  We also noted that SED 
disallowed international travel costs during its desk review of the reported expenses.  

32.	As stated on page 8 of the report, the primary reason for the trip was to present Rivendell’s 
preschool program internationally.  Further, there was no documentation of the tangible 
benefit that students received as a result of the trip.  As such, this cost was not necessary 
for the operation of the approved special education program.  Also, as previously noted, 
SED disallowed these costs upon desk review.  

33.	We have revised our report to clarify that the travel expenses were either unnecessary or 
ineligible.  

34.	We disagree. As stated on page 9 of the report, Section II.14.B.1 of the Manual directs 
that training and educational costs are reimbursable provided the benefit is established 
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by written school policy.  Rivendell’s written policy provides for the reimbursement of 
education costs up to $500 per person per year. Given the Manual’s requirement, it 
is unreasonable to contend that Rivendell should be reimbursed for costs that are 
inconsistent with its own formal policy.

35.	Rivendell’s policy on staff development is clear.  It states that an employee can be 
reimbursed up to $500 in any year for continuing education appropriate to their field.   
Also, see Comment no. 34.
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