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Executive Summary

Purpose

To determine whether the costs reported by Starting Point Services for Children (Starting Point) 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 all expenses claimed on Starting Point’s CFR for the fiscal year ended June 30,
2013, and certain expenses claimed on Starting Point’s CFRs for the two fiscal years ended June
30, 2012.

Background

Starting Point is a Brooklyn, New York-based not-for-profit organization that is authorized by SED to
operate, among other SED-approved programs, the Preschool Special Education Itinerant Teacher
(SEIT) and Special Class Integrated Setting (SCIS) programs to disabled children between the ages
of three and five years. During the 2012-13 school year, Starting Point served 942 students. The
New York City Department of Education (DoE) refers students to Starting Point based on clinical
evaluations and pays for their services using rates established by SED. The rates are based on the
financial information that Starting Point reports to SED on its annual CFRs. SED reimburses DoE
for a portion of its payments to Starting Point based on statutory rates. For the fiscal year ended
June 30, 2013, Starting Point reported approximately $16.4 million in reimbursable costs for the
audited programs. Our audit scope period focused primarily on fiscal year 2012-13. However,
we expanded our review to include certain items claimed on the CFRs for fiscal years 2010-11 and
2011-12.

Key Findings

For the three fiscal years ended June 30, 2013, we identified $2,585,454 in reported costs that
did not comply with Manual requirements and recommend such costs be disallowed. These
ineligible costs included $2,228,711 in personal service costs and $356,743 in other than personal
service costs. Among the disallowances we identified were:

* 51,981,802 in non-reimbursable shared staff compensation costs. This included $1,502,245 in
ineligible salaries and $479,557 in related fringe benefits because Starting Point overstated the
number of SEIT hours allocable to the programs we reviewed by 34,810 hours;

* $310,136 in inadequately documented consulting costs. The consultant’s invoices did not
indicate the specific services provided and the hourly fee charged, as otherwise required by the
Manual;

¢ $173,539 in unsupported bonuses to staff. This bonus compensation (for 33 employees) was
not supported by performance evaluations, as required by the Manual;

* $70,078 in non-program (for Related Services) costs; and

* 549,899 in misclassified costs, food costs, and other ineligible costs.

|
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Key Recommendations

To SED:

e Review the recommended disallowances resulting from our audit and make the appropriate
adjustments to Starting Point’s CFRs and reimbursement rates.
e Work with Starting Point officials to help ensure their compliance with Manual provisions.

To Starting Point:
e Ensure that costs reported on future CFRs comply with all Manual requirements.

Other Related Audits/Reports of Interest
Bilingual SEIT and Preschool, Inc.: Compliance with the Reimbursable Cost Manual (2011-S-13)
IncludED Educational Services, Inc.: Compliance with the Reimbursable Cost Manual (2010-S-59)

Division of State Government Accountability 2
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State of New York
Office of the State Comptroller

Division of State Government Accountability

December 11, 2015

Ms. MaryEllen Elia Mr. Neil Maron, Ph.D.
Commissioner Executive Director

State Education Department Starting Point Services for Children
State Education Building - Room 125 1575 McDonald Avenue

89 Washington Avenue Brooklyn, NY 11230

Albany, NY 12234
Dear Ms. Elia and Dr. Maron:

The Office of the State Comptroller is committed to providing accountability for tax dollars spent to
support government-funded services and 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 Starting Point Services for Children
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 Il, 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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Background

Starting Point Services for Children (Starting Point) is a not-for-profit organization that is authorized
by the State Education Department (SED) to provide, among other programs, Preschool Special
Education Itinerant Teacher (SEIT) and Special Class Integrated Setting (SCIS) programs to disabled
preschool children ages three through five years. For the purposes of this report, these programs
are collectively referred to as the SED Programs. Based in Brooklyn, New York, Starting Point
provides these SED Programs to children throughout the five boroughs of New York City. During
the 2012-13 school year, Starting Point served 942 students.

The New York City Department of Education (DoE) refers students to Starting Point based on
clinical evaluations and pays for Starting Point’s services using rates established by SED. The rates
are based on the financial information that Starting Point reports to SED on its annual Consolidated
Fiscal Reports (CFRs). To qualify for reimbursement, Starting Point’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, program-related, and properly documented.
The State reimburses DoE 59.5 percent of the statutory rate it pays to Starting Point.

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 fiscal
year ended June 30, 2013, Starting Point reported approximately $16.4 million in reimbursable
costs for its SED Programs. Our audit scope period focused on fiscal year 2012-13, however, we
expanded our review to include certain items claimed on the CFRs for fiscal years 2010-11 and
2011-12.

|
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Audit Findings and Recommendations

For the three fiscal years ended June 30, 2013, we identified $2,585,454 in reported costs that
did not comply with the Manual’s requirements for reimbursement. The ineligible costs included
$2,228,711 in personal service costs and $356,743 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 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. We identified $2,228,711 in personal service costs that did not comply with the
Manual’s guidelines for reimbursement.

Shared Staff

According to the Manual, salaries of employees who perform tasks for more than one program
must be allocated among all programs for which they work based on their actual work effort
or other allocation methods that are fair and reasonable. Entities must maintain appropriate
documentation reflecting the hours used in this allocation. Acceptable documentation may
include payroll records or time studies. Part 200, Section 200.9 of the Commissioner’s Regulations
(Regulations) states that billable time for SEIT includes time spent providing direct and/or indirect
SEIT services in accordance with the requirements mandated in a student’s individualized
education program (IEP). Direct services are associated with the provision of instruction to
students with disabilities. Indirect services are defined as consultations provided by a certified
special education teacher to assist the child’s general education teacher.

Further, according to the Regulations, billable time shall not be less than 66 percent or more than
72 percent of any SEIT teacher’s total employment hours. Moreover, the difference between the
total hours in a SEIT standard week and the hours of direct and/or indirect SEIT hours must be
spent on required functions. Such functions include preparation for and attendance at committee
on preschool special education meetings, conferencing with the student’s parents, classroom
observations, and/or travel for such functions.

For the three fiscal years ended 2012-13, Starting Point claimed $8,936,457 in salaries and fringe
benefits for 48 employees who worked for both the SEIT and the Related Services (RS) programs.
Starting Point claimed that those shared employees worked a total of 108,777 hours for the SEIT
program: 39,378 hours providing direct SEIT services and 69,399 hours providing other required
SEIT services. However, Starting Point could not provide documentation to show that the 69,399
hours charged to the SEIT program were, in fact, attributable to the provision of SEIT services.
Starting Point officials told us that 100 percent of the non-direct hours were charged to the SEIT
program. This practice is not in compliance with the Manual’s guidance.

|
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According to the documentation officials provided to us, Starting Point billed 48,819 in mandated
hours in accordance with students’ IEPs. To determine the maximum allowable SEIT hours Starting
Point should have claimed, we divided the 48,819 mandated hours by 66 percent. This resulted in
73,967 maximum allowable SEIT hours. Therefore, we determined that Starting Point overstated
the number of SEIT hours for cost reporting by 34,810 hours (108,777 hours minus 73,967 hours).
When we applied the appropriate hourly rates to the excessive 34,810 SEIT hours, we determined
that the SEIT program was over-charged a total of $1,981,802 (including $1,502,245 in salaries
and $479,557 in related fringe benefits). Consequently, we recommended that SED disallow the
$1,981,802 in over-allocated staff compensation costs.

Bonuses

The Manual defines bonuses as non-recurring and non-accumulating (i.e., not included in base
salary of subsequent years) lump sum payments to employees that are in excess of regularly
scheduledsalaryand notdirectly related to hours worked. Bonus compensation may be reimbursed
if it is based on merit as measured and supported by employee performance evaluations. For the
fiscal year ended June 30, 2011, Starting Point claimed $185,281 (including $138,064 in salaries
and $47,217 in related fringe benefits) in bonuses for 35 administrative employees who worked
for its SEIT program.

However, Starting Point provided documented evaluations for only two of the 35 employees.
Consequently, we recommended a disallowance of the $173,539 (including $129,314 in salaries
and $44,225 in fringe benefits) in bonus compensation that Starting Point claimed for the
remaining 33 employees because the bonuses were not supported by evaluations, as otherwise
required by the Manual. School officials could not provide us with any evidence to show that
performance evaluations were prepared for these 33 employees.

Non-Program Costs

According to the Manual, expenditures for related services are not reimbursable in the calculation
of tuition rates for SEIT services. Thus, all related services costs should be charged to the Related
Services program. However, for the three fiscal years ended June 30, 2013, Starting Point
inappropriately claimed reimbursement for $70,078 in salaries and fringe benefits (554,044 and
$16,034, respectively) for five Related Services program staff charged to the SEIT program. Based
on our examination of accounting records, such as Service Provided by Teacher (SPT) reports,
employment contracts, and certifications, as well as our interviews with employees, we found
that these employees provided Related Services and not SEIT services.

For example, in fiscal year 2012-13, Starting Point claimed for reimbursement $13,693 paid to a
speech therapist who purportedly spent 267 hours providing SEIT services. However, we reviewed
the therapist’s SPT reports and determined that he did not provide any SEIT services during the
year. Similarly, Starting Point inappropriately claimed for reimbursement $26,150 paid to another
speech therapist for providing 692 hours of services to the SEIT program. However, this therapist’s
SPT reports showed she spent only four hours providing SEIT services. Starting Point officials told
us these were reporting errors. We recommended that SED disallow the $70,078.

|
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Misclassified Costs

The Manual states agency administration costs must be allocated to all the programs using
the ratio-value method. For the three fiscal years ended June 30, 2013, Starting Point officials
incorrectly reported $45,206 of its six administrative staff salaries directly to the SED Programs.
The administration staff salaries, which are non-direct care costs, should have been charged on
CFR-3 and allocated to all the programs administered by Starting Point. Instead, Starting Point
charged the cost on CFR-1, thus overstating the charges to the SED Programs. In response to
our inquiry, Starting Point’s officials stated a CFR consultant hired by Starting Point misallocated
salaries of those administrative employees and charged them to the SEIT program. We recalculated
the misclassified amounts and determined that SED Program expenses were overstated on the
CFR by $3,292. Therefore, we recommended that SED disallow the $3,292.

Other Than Personal Service Costs

According to the Manual, OTPS costs must be reasonable, necessary, program-related, and
supported by adequate substantiating documentation. During the two fiscal years (2011-13),
Starting Point charged $3,053,152 in OTPS expenses to the SED Programs. We identified $356,743
of these expenses that did not comply with SED reimbursement requirements.

Unreasonable and Inadequately Documented Consultant Costs

The Manual states that costs will not be reimbursable on field audit without appropriate written
documentation of costs. Adequate documentation includes, but is not limited to, the consultant’s
resume and a written contract which includes the nature of the services to be provided. Moreover,
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, and the fee per hour; and
the total amount charged. In addition, the Manual states that costs of consultant services are
not reimbursable if the services could have been performed by an appropriately certified school
officer or employee who possesses the necessary technical skills, or by SED staff.

For the three fiscal years ended June 30, 2013, Starting Point retained a consultant to act in the
capacity of Chief Financial Officer (CFO) and claimed $310,136 in reimbursement for payments
made to this consultant. During the same period, Starting Point employed a Controller whose total
earnings were $586,310 ($437,554 in salary, $138,101 in fringe benefits, and $10,655 in bonuses).
We concluded that the payments to the CFO consultant were not reimbursable as the Controller
should have possessed the necessary technical skills for the services that were provided by the
consultant. Moreover, the CFO consultant’s services were inadequately documented because his
invoices did not indicate the specific services provided and the hourly fee charged, as otherwise
required by the Manual. Instead, the invoices represented recurring monthly billings of $10,000
for “services rendered.” Thus, we recommended that SED disallow the $310,136 in consultant
costs.

In addition, Schedule CFR-6 (Governing Board and Compensation Summary) requires disclosure of

|
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the entity’s five highest-paid independent contractors (consultants) who received compensation
in excess of $50,000. We examined Starting Point’s schedule CFR-6 for the three fiscal years
ended June 30, 2013, and determined the entity did not disclose the use of this consultant for the
two fiscal years ended June 30, 2012. Finally, Starting Point did not issue IRS Form 1099-Misc to
this consultant for any of the three fiscal years ended June 30, 2013. Such forms should be issued
to a consultant who is paid at least $600 during the year in which services were provided.

Ineligible Costs

Part 4.23.5.13.1.4 of the Internal Revenue Service (IRS) Manual defines nonqualified deferred
compensation (NQDC) plans, designed to provide deferred compensation for a select group of
management or highly compensated employees, as Supplemental Executive Retirement Plans (or
SERPs). According to SED’s Manual, costs associated with SERPs are not reimbursable because the
IRS has determined that such plans are discriminatory and nonqualified. SERPs are discriminatory
and nonqualified because they provide deferred compensation to a select group of management
or highly compensated employees rather than to all employees. (Qualified plans, in contrast, are
available to all employees.) Also, Part 4.23.5.7.3.1(B) of the IRS Manual defines 457(b) and 457(f)
plans as NQDC plans.

In fiscal year 2013, Starting Point claimed ineligible costs totaling $24,362 (including payments
of $14,704 to a law firm and $9,658 to a CPA firm) for professional services related to SERPs.
Specifically, these payments were for consulting services to develop 457(b) and 457(f) SERPs
that would be offered to a select group of management or highly compensated employees and
for tax and estate planning for Starting Point’s Executive Director. Because this retirement plan
itself is non-reimbursable, the costs claimed for the related professional services are also non-
reimbursable. Similarly, costs for tax and estate planning are non-reimbursable. Therefore, we
recommended that SED disallow the $24,362 in costs associated with the development of the
SERPs and tax and estate planning.

Food Costs
The Manual states that the cost of food provided to staff is not reimbursable. During the three
fiscal years ended June 30, 2013, Starting Point provided meals to staff at a cost of $22,245. We

recommended that SED disallow this amount as it does not meet the Manual’s requirements for
reimbursement.

Recommendations
To SED:

1. Review the recommended disallowances resulting from our audit and make the appropriate
adjustments to Starting Point’s CFRs and reimbursement rates as appropriate.

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

|
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To Starting Point:

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

Audit Scope and Methodology

We audited the costs reported on Starting Point’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 fiscal year ended June 30, 2013 and certain expenses claimed on Starting
Point’s CFRs for the two fiscal years ended June 30, 2012.

To accomplish our objective, we reviewed the Manual and the Consolidated Fiscal Reporting and
Claiming Manual, Starting Point’s CFRs, and relevant financial records for the audit period. We also
interviewed Starting Point 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
sample was based on the relative materiality of the various categories of costs reported and their
associated levels of risk. Our samples were not designed to be projected to the entire population
of reported costs. Also, our review of Starting Point’s internal controls focused on the controls
over Starting Point’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 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 I, Section 8 of the State Finance Law; and Section
4410-c of the State Education Law.

Division of State Government Accountability 10
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Reporting Requirements

We provided a draft copy of this report to SED and Starting Point officials for their review
and formal comment. Their comments were considered in preparing this final report and are
attached in their entirety at the end of the report. In their response, SED officials agreed with
our recommendations and indicated that they will take steps to address them. In Starting Point’s
response, officials accepted some of our conclusions, but disagreed with several proposed
disallowances. Our rejoinders to certain comments in Starting Point’s response 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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Contributors to This Report

Kenrick Sifontes, Audit Manager
Stephen Lynch, Audit Manager
Ann Marsh, Audit Supervisor
Santo Rendon, Audit Supervisor
Dmitri Vassiliev, CPA, Examiner-in-Charge
Adefemi Akingbade, Senior Examiner
Wayne Scully, Senior Examiner
Noreen Perrotta, Senior Editor

Division of State Government Accountability

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.
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Exhibit
Starting Point Services for Children
Summary of Reported, Disallowed, and Allowed Costs
For the 2010-11, 2011-12, and 2012-13 Fiscal Years
Program Costs Amount Per CFR Amount Amount Notes To
Disallowed Allowed Exhibit

Personal Services

Direct S 42,096,539 | S 2,146,471 | S 39,950,068

Agency Administration 3,998,042 82,240 3,915,802
Total Personal Services S 46,094,581 | $ 2,228,711 | $ 43,865,870 | A,C,F,H,I
Other Than Personal Services

Direct S 1,342,414 S 20,319 S 1,322,095

Agency Administration 813,278 336,424 476,854
Total Other Than Personal Services $ 2155692 $ 356,743 | S 1,798,949 | A,B,D,E,G
Total Program Costs S 48,250,273 | S 2,585,454 | S 45,664,819

__________________________________________________________________________________________________________________________________________|
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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 Starting Point officials during the course of our audit.

A.

Section Il - Costs will be considered for reimbursement provided such costs are reasonable,
necessary, directly related to the education program, and sufficiently documented.
Section 11.13.C.(1)G - Supplemental Executive Retirement Plans (SERPs) are discriminatory
and nonqualified by the IRS; therefore, they are not reimbursable.

Section 11.13.A.(10) - 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 which is not directly related to hours worked.
Bonus compensation may be reimbursed if based on merit as measured and supported by
employee performance evaluations. Bonus compensation restricted to only administrative
staff is not reimbursable.

Section 11.14.A. (2) - Costs of consultant services are not reimbursable if the services
could have been performed by an appropriately certified school officer or employee who
possesses the necessary technical skills or by SED’s staff.

Section 11.22.C - Costs of food provided to any staff including lunchroom monitors are not
reimbursable.

Section 11.48.B - Expenditures for related services, as defined in Section 4410(1)(J) of the
Education Law and 41 Section 200.1(qq) of the Regulations, are not reimbursable in the
calculation of tuition rates for special education itinerant teacher services.

Section II.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, the
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, and the fee per hour; and the total amount charged.

Section I1I.1.M.3 - Agency administration costs shall be allocated to all programs operated
by the entity based on the Ratio Value Method of allocation.

Section 111.1.M.1(i) - Salaries of employees who perform tasks for more than one program
and/or entity must be allocated among all programs and/or entities for which they work.

|
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Agency Comments - State Education Department

THE STATE EDUCATION DEPARTMENT / THE UNIVERSITY OF THE STATE OF NEW YORK / ALBANY, NY 12234

DEPUTY COMMISSIONER

Dffice of Performance improvement and Management Services
0: 518.473-4708

F: 518.474.5382

September 13, 2015

Mr. Frank Patone

Audit Director

Office of the State Comptroller

Division of State Government Accountability
110 State Street — 11" Floor

Albany, NY 12236

Dear Mr. Patone:

The following is the New York State Education Department’s (Department) response to the
draft audit report, 2014-8-64, Compliance with the Reimbursable Cost Manual: Starting Point
Services for Children.

Recommendation 1: Review the recommended disallowances as noted in the report and make
adjustments to the reported costs to recover any overpayments, as appropriate, by
recalcnlating tuition rates.

We agree with this recommendation. The Department will review the recommended disallowances
as noted in the report and make adjustments to the reported costs to recover any overpayments, as
appropriate, by recalculating fuition rates.

Recommendation 2;: Work with Starting Point officials to help ensure their compliance with
Manual provisions.

We agree with this recommendation. The Department will continue to provide technical assistance
whenever requested and will strongly recommend that Starting Point Services for Children officials
take advantage of our availability to help them better understand the standards for reimbursement as
presented in Regulation and the Reimbursable Cost Manual. In addition, Consolidated Fiscal Report
(CFR) training is available at six locations across the State and online on Department’s webpage.
The training is recommended for all individuals signing CFR certification statcments, namely
Executive Directors and Certified Public Accountants, and is required for preschool special
education providers upon approval and reapproval. Furthermore, the Department intends to require
that the training be mandatory for all providers.

__________________________________________________________________________________________________________________________________________|
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If you have any questions regarding this response, please contact Suzanne Bolling, Director
of Speeial Education Fiscal Services at 518/474-3227.

Sincerely,
Sharon Cates-Williams

c James P. DeLorenzo
Suzanne Bolling

Division of State Government Accountability 16
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Agency Comments - Starting Point Services for Children

GT GreenbergTraurig

Pamela A. Madeiros
518-689-1412
madeiresp@gtlaw.com

September 14, 2015

VIA ELECTRONIC MAIL & U.S. MAIL
Frank Patone, CPA

Audit Director

Office of the State Comptroller

Division of State Government Accountability
59 Maiden Lane, 21 Floor

New York, New York 10038

Re:  Starting Point Services for Children (SPSC) // Report 2014-S-64
Compliance with the Reimbursable Cost Manual

Dear Mr. Patone:

We have reviewed the “Draft Report” dated August 2015 and appreciate the
opportunity to provide further clarification and comment. We maintain that in certain
limited instances, select principles as set out in the New York State Education Department
Reimbursable Cost Manual (RCM) against which SPSC has been audited have been
misapplied.

Personal Service Costs]

Shared Staf)

Starting Point concedes that during the three fiscal years ending 6/30/13 there were
employees of the agency who worked both in the Related Services and SEIT programs.
SPSC has shared with the auditors supporting documentation such as timesheets and SEIT
work product for shared staff during the 2012-2013 school year. These materials support
the delivery of SEIT sessions and the use of related activity time to further the SEIT

program.  While Starting Point agrees that the costs for the particular “shared”

professionals should be allocated between the two programs (SEIT and Related Services), *

it is Starting Point’s belief that the calculation proposed in the Draft Report dated August Comment
2015 to reallocate salary and fringe benefit costs misapplies the New York State Education 1
Department’s (NYSED) guidance with regard to allowable SEIT costs and ignores

commonly accepted cost accounting principles.

As the auditors are aware, NYSED requires that SEIT teachers spend 28-34% of
their total paid hours providing related activities (paperwork, preparation, travel, case
coordination, etc.) to support the NYSED direction that 66-72% of their hours are to be
applied in providing direct/indirect services to a child in fulfillment of the Individualized
Education Program (IEP) mandates of their assigned SEIT students. In order to monitor
compliance with this requirement the Consolidated Fiscal Report (CFR) required that 4410

GREENBERG TRAURIG, LLP & ATTORNEYS AT LAW & WWW.GTLAW.COM
34 State Street = 6th Floor » Albany, NY 12207 = Tel 818.6891400 & Fax 5186891492

*See State Comptroller’s Comments on Page 38.

__________________________________________________________________________________________________________________________________________|
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agencies providing SEIT to report the number of SEIT teacher hours paid, the total of
SEIT sessions mandated for enrolled students and the number of SEIT sessions actvally
provided. Related Services, however, have never been defined by NYSED to specifically
include any of the additional “related activities” that are required by NYSED for the SEIT
program, This is demonsfrated by the fact that there is no requirement to report Related
Service sessions actually provided on the CFR. However, as discussed in further detail

below, Starting Point’s CFRs did report more staff hours to the related services program

than merely the hours spent actually delivering related services in order to capture the time *
spent in performing related functions - - the same functions contemplated by NYSED in Comment
the provision of SEIT services. Starting Point’s CFRs, even in the absence of specific 2
percentage-based gnidance from NYSED regarding the amount of time related service

providers should be compensated for related activities such as paperwork, did include
approximately 20% more time than related service providers spent actually providing
related service sessions to students. This was accomplished by charging the Related
Services program for the amount of staff time required to deliver each student’s mandate,
which always exceeds the sessions actually delivered. By doing this, staff members were
appropriately compensated for and the CFR reflected the time needed for paperwork and
other such activities in the Related Service program. Therefore, both the SEIT and the
Related Service programs reported on the CFR the time associated with refated activities
such as documentation and travel.

It is our understanding that while the Rate Setting Unit (RSU) of NYSED collected

data regarding the number of SEIT sessions which were actually delivered to students, that "
aggregate total for all of an agency’s SEITs and students was being tracked for
informational purposes only as RSU considered alternatives to the curtent enrollment-
based tuition reimbursement for SEIT. However, RSU has been attentive to the

Comment
3

relationship between paid hours for SEIT tedchers and the number of mandated SEIT hours
in order to assure that in the aggregate programs engaged SEIT teachers for a sufficient
number of hours beyond the hours mandated for SEIT to maintain the rate methodology’s
required 66-72% productivity and to allow for all required related activities, RSU’s
approach of looking at aggregate totals to test the relationship between hours paid to SEIT

teachers and the number of 30 minute SEIT sessions mandated to all enrolied students is
wholly appropriate because the mandated SEIT caseloads and required related activity time
for individual teachers and students fluctuates significantly throughout the year as students
move on and off the cascloads of salaried staff. Since related activity services are more 4

*

Comment

extensive for chifdren new to the rolls, individual teachers may or may not meet the 66-
72% productivity level based on the turnover and types of children they serve. Starting
Point’s “shared” staff who provided services in both the SEIT and Related Service

programs also had the additional complication of students moving on or off their caseload
for each of the specific programs. Therefore, examining information in the aggregate "
accounts for all possible fluctuations and allows for consideration of all of the year’s data
that a snapshot in time or of particular staff members would otherwise distort the larger
reality.

Comment
5

GREENBERG TRAURIG, LLP m ATTORNEYS AT LAW # WWW.GTLAW.COM
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It should be noted that although the auditors’ draft report findings focused on the
sub-set of shared staff members, Starting Pont’s CFR’s reported the aggregate SEIT hours
of teachers who worked exclusively in the SEIT program and those staff members shared
between the Related Services and SEIT programs. The CFR-reported aggregate number of
mandated SEIT hours, when analyzed in relationship to the hours paid for all SEIT
teachers {shared and not shared), reflects productivity levels within the required 66-72%
band. The following reflects compliance with the required productivity bands:

. SEIT Teachers # M andated 30 # SEIT Hours | Productivity
Fiscal Year , Minute  SEIT
Hours Paid . Mandated Percentage
Sessions
FY11 271472 347547 173774 64%
FY12 230119 322379 161190 70%
FY13 210701 293546 146773 70%

Note: A narrow review of any sub-set of SEIT personnel distorts productivity
calculations. For example, SEITs working in Queens might have longer travel
times than those working in Manhattan and a SEIT assigned to three students in the
same child care location would require less travel time than a SEIT traveling
between multiple day care sites, etc. The productivity of the sub-set of shared staff
may have differed from the subset of SEIT only teachers, but, as previously
detailed in the aggregate, comprised of shared staff and exclusive SEIT staff, the
overall productivity for Starting Point’s SEIT personnel was still within NYSED’s
expectations.

As the spreadsheet previously shared with the auditors reflects, mandated services
for both SEIT and related services exceed the number of sessions/hours actually delivered.
Given that the staff members in question must be available to deliver the entire mandates
for SEIT and Related Services which are assigned to them, analysis of the propriety of
SPSC’s cost allocations must begin with mandated sessions for each service.
Furthermore, once the year’s SEIT mandate is determined, an additional portion of staff
time must be assigned to the SEIT program to assure compliance with the 66-72%
productivity band. To conform with NYSED’s expectation that the paid hours of SEIT
teachers include sufficient time for identified related activities, the calculations on the
spreadsheets reflect the number of mandated SEIT hours carried by each “shared” provider
multiplied by 1.5125. That analysis resulted in the addition of staff hours to the SEIT
program which would assure cach shared staff member reflected 66% productive as
anticipated by NYSED allowing time for the related activities required by the SEIT
program. This portion of the calculations is reflected in the draft audit report calculations.

When originally reporting on the CFRs for FY11-FY13, Starting Point had
allocated all related service mandated time to the related services cost center, even though
only about 80% of the mandated related service sessions were actually delivered annually.
(The aggregate delivery percentages of related services for each year were as follows:
FY11 -73%; FYI12-66%; FY13 - 74 %) Hours paid to shared staff for related services
not spent delivering mandates was viewed as compensation to staff for related activities

GREENDERG TRAURIG, LLP s ATTORMEYS AT LAW » WWW.GTLAW.COM
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such as paperwork and travel. This portion of the calculations is also reflected in the draft
audit report calculations, Therefore, both the SEIT and Related Service programs include
the time associated with the direet service and the related activities such as documentation
and travel,

Although we do not challenge the Draft Audit’s calculation of hours for direct and
related activities for both programs, we disagree with its handling of the remainder of the
howurs paid that were not already assigned. The auditors’ calculations for the remainder of
paid hours (after accounting for mandated SEIT and related service sessions and adjusting
the SEIT hours for time necessary for the required related activities) should have prorated
the hours between the SEIT and Related Service programs for all other activities. Instead,
the auditors® caleulation attributed all of these hours to the Related Service program. Since
these hours related to both the SEIT and Related Service programs, this approach results in
overstating the hours in the Related Service program and understating the hours in the
SEIT program. As reflected in spreadsheets shared with the auditors, if the remaining
hours paid were prorated to the mandated hours of related service and the mandated SEIT
hours plus a calculated number of hours to achieve 66% productivity, the proposed
disallowance would have been reduced as follows:

Fiscal Year Reduction of Proposed Disallowance
FY11 .. 284,385
FY12 219,011
FY13 222,557
GRAND TOTAL: 725,953

In summary, the auditors’ calculations must be adjusted to properly allocate the
“remainder” time between the SEIT and Related Services programs proportionate to the
mandated sessions for each such program. Such an allocation would be in accordance with
Generally Accepted Accounting Principles as well as proper Cost Accounting Principles.
This allocation is similar to the CFR guidance governing allocating property costs where
“shared (common) space” is allocated between costs centers based on each cost center’s
share of the direct space.

Were the hours charged to the SEIT program revised as per the auditors’ work
papers which supported the Draft Report, there would be a deleterious impact on the
aggregate SEIT productivity calculations as compared to Starting Point’s filed CFRs. The
chart below quantifies the impact of the auditors’ calculations.

SEIT Tea.lchers # Mandated 30 Productivity
Fiscal Year Hours Paid as Minute SEIT # SEIT Hours | Percentage after
Adjusted by Sessions Mandated 0SC Adjustment
0sC to Hours Paid
FY11 266041 347547 173774 65%
Fyi2 217498 322379 161190 74%
Fyi3 199557 293546 146773 74%

GREEMBERG TRAURIG, LLP m ATTORNEYS AT LAW @ WWW.GTLAW.COM
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Non-Program Costs

We do not challenge at this time the auditors’ finding that certain related service
salary costs were reported as SEIT costs through a reporting error ($70,078).

Misclassified Costs

SPSC does not challenge the proposed disallowance of $3,292 associated with the
misallocation of certain administrative employee salaries to the SEIT program by the CFR
consultant engaged by SPSC.

Other than Personal Service Costs|

Imadequately Documented Consultant Costs

We chalienge the auditors’ “suggestion” that the “cost of the CFO consultant is not
reimbursable as the Controller should have possessed the necessary technical skills for the *
services that were provided by the consultant” as a misconstruction of the applicable Comment
provision of the RCM. Clearly, both the RCM and the CFR conternplate many levels of 10
fiscal management within an organization with the assignment of responsibilities and tasks

as appropriate to the title/position. As was described to the auditors, SPSC’s
organizational structure apportions many skilled activities to the CFO consultant as a
necessary result of the still-developing skill set of the Controller.

The principal basis for the disallowance is that “the controller should have

possessed the necessary technical skills for the services that were provided by the *
consultant,” who acted in the capacity of the Chief Fiscal Officers (CFO). The auditors Comment
base the finding on the Controller’s resume and the assessment that the Controller held the 10
appropriate certification and possessed the necessary technical skills to perform the duties

of the CFO. These assessments are purely subjective, without basis, and incorrect. The
services provided by SPSC’s contracted CFO are not the same services that were or could
be performed by the Controller. Although the Controller does provide certain accounting
functions, he does not have the experience to be able to provide the services provided by
the contracted CFO.

Simply stated, the Controller does not have the educational background to
effectively guide the organization’s accounting department. An educational background in
Finance and Information Systems as obtained by the Controller is not comparable to an Comment
education in accounting. In fact, NYSED sets the minimal qualifications of a CFO to be a 10

*

background in financial management, not banking.

By contrast, the contracted CFO has almost 30 years of experience serving in this
capacity within the educational sector. Besides providing consulting services to many
similar not-for-profits for the past 10 years including serving as a contract CFO for
multiple organizations, he was previously employed by several not-for-profits as the CFO
for almost 20 years. This includes organizations with the same or similar programs fo

GREENBERG TRAURIG, LLP & ATTORMEYS AT LAW 8 WAWW GTLAW.COM
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Starting Point, some with significantly larger budget and more complexity, He therefore
comes to Starting Point as someone with the expertise to be the CFO and is not duplicative
of the Controller’s position.

While the Controller does perform some services that appear similar to the ones
included in the contract for the CFO, the CFO has additional responsibilities beyond those
stated in his contract, The overarching provision in the contract calls for him to assume the
role of the CFO and like that of any en-staff CFO, requires performing all the services
necessary in order to manage the financial reporting and health of the organization. The
specific services of the contract are not all inclusive. The following details the specific
services provided by the CFO and Controller to demonstrate the differences in their job
functions and duties and demonstrate that their services are not duplicative.

Services provided by the CFO include;

s The CFO prepares year end expense analyses, some of which were given to the
OSC. The CFO prepares the CFR crosswalk schedule and was the liaison for all
crosswalk queries by our auditors, SED and even the OSC.,

e The CFO meets at least weekly with the Executive Director on items including, but
not limited to, cash flow, forecasting of current years operations, human resources,
payroll issues, updates on RCM changes, staff efficiency and productivity analysis,
correspondence with RSU on all items relating to the CFR and rate issues.

e The CFO also attends and presents at most board meetings, which are held at least
four times per year. The CFO also meets separately with the board’s president on
various financial issues.

e The CFO is the liaison with the independent auditors for finalization of financial
statements and the CFR. This is in addition to the Controller responsibilities to

provide analysis and information to the auditors during the audit process.

e The CFO attends meetings with the supervisory staff to discuss CFR staffing and
funding issues.

e The CFO meets with the contracted programmers to ensure that fiscal needs are
met in any and all programming initiatives.

¢ The CFO has also successfully negotiated lines of credit (LOC) with two different
banks, including a permanent LOC.

s The CFO also assists in HR and personnel matters, as he has almost 30 years of
experience serving many N¥Ps in this capacity.

GREENBERG TRAURIG, LLP » ATTORMEYS AT LAW » WWW GTLAWCOM
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Services provided by the Controller include:

& The Controller adheres to and implements the financial procedures and policies set
by the Board of Directors.

e The Controller develops and maintains the system of internal controls that
safeguard the assets of Starting Point.

¢ The Controller oversees the purchasing and payroll activity.

e The Controller monitors all banking activities including, but not limited to,
performing bank reconciliations.

e The Controller generates all information necessary to perform cash flow
projections and other management forecasting.

e The Controller oversees accounts payable and accounts receivable.

# The Controller performs all billing functions for all programs including, but not
limited to, reconciliations with city and state agencies.

e The Controller verifies the accuracy of all credit card activity.
e The Controller classifies and maintains all financial files and records.
¢ The Controller oversees all business insurance.

Moreover, the RCM does not prohibit the “purchase” of consultant services to, in
fact, “complement” the skill set or time availability of existing agency personnel, as the
auditors would suggest. Simply stated, additional personnel were required to provide chief
fiscal officer management services beyond the time and skill set the Controller was able to
dedicate to those higher management responsibilities.

The auditors further find that the CFO’s costs should be disallowed because the
services rendered were not adequately documented. As shared with the auditors, the CFOs
contemporancously kept records indicating hours worked in the three years were 493, 479,
and 361, Duties performed included all of those items mentioned above. These same
records kept in the normal course of business reflect the number of hours dedicated each
week to specific tasks in support of the “services provided™ description on the invoices. As
auditors are aware, some consultant engagements are “project-based” and do not lend
themselves to hourly fees or specific services provided, as much as a general description of
the general responsibilities — as here, CFO - with general categories of tasks and services
to be provided. As noted above, the CFO’s own business records provide ample
description of the tasks performed by date.

GREENBERG TRAURIG, LLP s STTORNEYS AT LAW & WWW.GTLAWLCOM
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Ineligible Costsl

We do not challenge the disallowance of certain legal and accountant service costs
associated with SPSC’s inquiries around retirement plans. These elements of the
professionals’ detailed invoices were crroneously combined with other allowable legal and
accountant fees,

SPSC acknowledges the reporting error associated with the cost of food provided to

staff.
s 8 e o @
We appreciate this opportunity to further inform the auditors” decision making
process.
PAM/kac
Enclosures

cc: Dmitri Vassiliev (OSC)
Suzanne Bolling (NYSED)
Maria Guzman (NYSED)

ALB 1881070v3

GREENBERG TRAURIG, LLP & ATTORMEYS AT LAW # WWW.GTLAW.COM
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Starting Point Services for Children

Comment
Recalculated SEIT/Speech 14
Fiscal Years 2011, 2012 and 2013
2011 2012 2013 Total
SEIT Salaries reported on CFR 4 1,672,675 1,637,981 1,613,466 4,724,032
Recalculated salaries 1,282,005 1,248,161 1,396,278 3,926,443
Difference 280,570 289,830 217,189 797,588
Fringes on difference @0.342, 0.324, 0.282 99,375 93,905 61,247 254 527
Total change 389,944 383,735 278,437 1,082,116
Change per OSC (in¢l fringe) 574,329 802,746 500,994 1,778,069
Difference (284,385) (219,011) {222 557) (725,953)

Division of State Government Accountability 25



2014-5-64

Starting Point Services for Children
Recalculation of SEIT Staff Efficiency

Based On Delivereds

Mandates per CFR 1

Hours originally reported on CFR 4
Efficiency

Hours reported for Speech/SEIT only
New calculation of Speech/SEIT Staff
Calculation reduction

Less staff disallowed

Total reduction
New hours

New efficlency

267

11,144
199,557

74%

12,621
217,498

74%

5,431
266,041

65%
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Starting Point Services for Children
Recalculation of SEIT Staff Efficiency

Based On Mandates

Mandates per CFR 1

Hours originally reported on CFR 4
Efficiency

Hours reported for Speech/SEIT only
New calculation of Speech/SEIT Staff
Calculation reduction

Less staff disallowed

Total reduction
New hours

New efficiency

6,166
204,535

2%

2012

322,379

230,119
70.0%

34,287

27,761
6,526

6,526
223,593

2%

8,796
264,676

66%
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Starting Point Services for Children

Recalculated SEIT/Speech

Fiscal Year 2011, 2012 and 2013

2011
SEIT Salaries reported on CFR 4 1,572,575
Recalculated salaries 1,282,005
Differance 290,570
Fringes on difference @0.342, 0.324, 0,282 88,375
Total change 389,944
Change per OSC {inct fringe) 674,329
Difference (284,385)

2012
1,637,991
1,248,181
289,830
83,905
383,735
602,746
(210,011)

2013
1,613,466
1,396,276
217,188
1,247
278.437
500,894
(222,557)

Total

4,724,032
3,926,443
767,569
264,527
1,052,116
1,778,089

{725,953)

1,774,998
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Starting Point Services for Children
Recalculation of SEIT Staff Efficiency
Based On Mandates

2013 2012 2011
Mandates per CFR 1 283,546 322,379 347 547
Hours originaily reported on CFR 4 210,701 230,119 271,472
Efficiency 89.7% 70.0% 64.0%
Hours reported for Speech/SEIT only 36,586 34,287 37,965
New caloulation of Speech/SEIT Staff 31,378 27,761 31,109
Calcutation reduction 5,207 6,526 6,796

L.ess staff disallowed

267
692

Total reduction 6,166 5,526 6,786
New hours 204,535 223,583 264,676
New efficiency 71.8% 72.1% 65.7%
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PW .

o Starting Point Hours worked o
_Pate Location HoursWorked ~ ltems Worked
01/03/11. e 2 Budget
01/€ .. A Buidgat
01/08/11 Onsite = 8 Budgat
01/07/11; : 1 _ Pension
0111111 . 2 Cash flow
(IR _Onsite | 8 Various
01113111 1 Cash flow
01/18/11: ; 1 ~ Various
01418141 On site 8 Various
01125111 L2 Planning
01/26/11. 2 PEL
ozforit « 2 990
02/02/11 . Onsite 8 P&L
02/0711 IS 3 P&l
02/08/11 On site 8 Planning
Qaramnt ‘ 2.

o281 ‘ ) 1

02H16/11, . Onsite 8 ~ Various
oanent, ; 3 690
03101111 o : 3

03/02111, Onsie &
03/07111° 2 Board mesting plannig
03/0071] Onsits e T
03611 . Onstte 8 Board meeting + Staff Conference
0371 5  Personnel
0311811 ; 1 Farecasting
0372311 Onste 8

03/28/11 n 1

0330111 Onsite B D

04/06/11: On site 8 _Accounting
04/13111 On site 8 _Various
04118111 o 4 . YIE Analysis
04/28/11 . Onsite ! 8 YIE Aralysis
06/02/11 2

06/03/11 R e «
05511 Onsite EE 611/61¢ Contracts
05/08/11 4 o
08/t Onsite 8- Various
05/15/11 3

05/18111 Onsite 8 ..Year end
0528111 - Onsite | 8 Vearend
05/25/11 . Onsite 8 _.Yearsnd
106/02/11  Onse | 8 Year end
06/07111° | Onsite 8 Year end
o610/ On stte 8 Year end
oe/4i1 B i o
06/15/11 Onslte 8 Year end
06/22/11 . . Onslte 8 Yearend
06/30/111 Onsite 8 Staff Conference
07/01/11 : Onsite & Year end+ Board meeting prep
07/06/11 ¢ Onsite 8 Board meeling
07/13/11 . Onshe 8 Year end
o7/15M1 © On site 8 Year end
07/19/11 : 1

a7r011 . Onsite 8

ori2ent ¢ Onsite & Audit prep
98/03/11 On site 8 Year end

__________________________________________________________________________________________________________________________________________|
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PW e
. Starting Point Hours worked

Date ‘ :Locatigni Hours Worked © frems Worked
08/10/11 Onsite Year and

oerent, . Onslte . Yesrend
08/24111° ' Onslte . Yearend
oBloAT
08/31/11 - Onsite
08/02/41 :
09/14/11 i Orisite
08/15/11

009t
oo21/11. : Onsite
10/06/11: ¢ Onsite
10111/114 N 3
10112111, ' Onslte
10/4/11. Onsite
10/18/11° On site |
102611, Onslte _
11102111 Onsits
1106111, Onslte |
190417 Onsile
1116011 ' On'site
14119/11. o ‘
1172311 . Onslte
1113014 Onsite -
12/02/11 o
1207 ! Onsite
12/45/11 ¢ Onslie
1212411 . Onsite
12029011 ‘

Year end

Year end -

CFR Prep

. CFR Prep
CFRPrep .
CFRPrep

~ CFR Prep
CFR Prep
CFR Prep
CFR Prep
CFRPrep
CFR Prep

CFR Prep

_..CFR Prep
CFR Prep
CFR Prep

DR DR PO DR W DWDDE

Board meeting prep
Board mesting

wimme oo

Total L s
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Daie

P
Starting Point Hours worked

| E Location Hours Worked " lteme Worked
‘01/03/12 On site | B Budget
ot/18i12 ~ Onsite 8 Budget
D1/25112. . Onsite 8 Budget
04/30/12 T Various
02/01/12. . Onslte 8 Various
02/08/12 . Onsite 8 Various
02!13/12 - Onsite 8 Various
021512 Orsite 8 Various
02/20112 | Onsite 8 Board meeling’
02120142 Onsile 8
08/02112° """ Cnise 8
o37ii2 T Onsite 8 990
ganz2nz’ T R | -
03/‘?4/12 . Onsite 8 ,
032142 _ Onsite 8 Staff Conference
03126112, Onsite 8
04/03/1 2 On site 8
64!12!12 Onsite 8 o
04m7AZ. ) 2 990
0d4/18/12  Onsite 8
04/25/12 Onsite 8 o
05/02/12 On sita 8 YiE Analysis
05/09/12 On site 8 YiE Analysis
05/11/12 On sile N Y/E Analysis
05/16/12 On gite 8 Y/E Analysis
05/22112 On sfle 8
05/28/12 2
0513012 3
ogvl2 T4
06/06/12 Onsite 8 YIE prep
06/13/12 Onste 8

. Onsite ! 8

0612711 Onsite 8
0740342 Onste  ~ 6
GriiMz On site | 8
0718112 _Onsite 8
07i25/12 Onste 8
08102112, Onsie '8 R
08/09/12 Onsite 8 Board meeting plannig”
08/13112 Onsite 8 Board meeting
psfzz1i2. Onsite 8 Audit Prep
08/29/12 _Onsite 8. Audit Prep
08/30/12 On site 8 Staff Conference
06/05/12 Onsite 8 ~ Audit Prep
08212 Onsite 8 Audit Prep
agfienz Onsite 8 Audit Prep
10R0SE On site 8
1006/12 5
101112 On site 8 Year End
1015H2 _Onsite 8 Year End
02 Onsite 8 Year End
018112 On site 8 Year End
10/22M2 Onsite 8 Year End
10/25/12 On site 8 GFR Prep
1031112 _ Onsite 8 CPRPrep
11708112 Onsile 8 CFR Frep
11707112 On site 8 CFR Prep
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,  Starting Po'ﬂ¥,§_995§ worked .
patg ‘kocatlon HoursWorked ltemsWorked
1/14/12. ~ Onsite 8 CFR Prep
1119/12; ' Onsite 8 CFR Prep
1102112, . Onslte 8 CFRPrep
1172012 _ Onsits 8 CFR Prep
12/04/12: Onslte 8 .. CFR Prep + Bd Mesting planning
12/06/12: Onsite B . Board mesting’
123112, Onsite . 8 ~ CFR Prep
12119112 | Onsite 8 _ CFR Prep

Total 479 |

|
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State Comptroller’s Comments

1.

Auditors correctly applied the guidance prescribed by the Manual and Part 200, Section
200.9 of the Commissioner’s Regulations. Further, the auditors’ calculations used to
prepare the draft report were reviewed and affirmed by SED during the course of the
audit’s fieldwork. Also, in responding to the draft report, SED agreed with the report’s
recommendations.

The fact remains that Starting Point officials did not maintain and/or provide records
to support the costs for extra staff hours claimed on the CFRs. Further, we did not rely
solely on CFR data to draw our conclusions. In fact, we reviewed and used Starting Point
source documents and other records of the actual services provided by its teachers. In
addition, the absence of a CFR reporting requirement for related services rendered does
not support the contention that there are no “related activities” associated with related
services.

We acknowledge that SED tracked the CFR data in question to assess the relationship
between the hours paid for SEITs and the number of SEIT hours mandated by students’
IEPs. However, we did not rely solely on that data to determine the numbers of SEIT
sessions eligible for reimbursement. In fact, as noted previously, we used records of the
actual services provided by the SEITs. Further, we applied the maximum non-direct hours
permitted by SED in relation to mandated SEIT hours to determine the total number of
reimbursable SEIT hours (and corresponding CFR costs) for shared staff.

We acknowledge that student enrollment can fluctuate significantly over time. This is
common in the preschool special education environment. Consequently, Starting Point
officials should have developed and implemented the necessary controls to ensure
that services provided to students were recorded and reported accurately (and in full
compliance with Part 200, Section 200.9 of the Commissioner’s Regulations). Further, as
noted previously, we applied the maximum non-direct hours permitted by SED in relation
to mandated SEIT hours to determine the total number of reimbursable SEIT hours and
costs for shared staff.

The fact that the aggregate number of mandated SEIT hours (for all direct care staff charged
to the program) was within the required productivity band does not change the fact that
Starting Point incorrectly allocated costs for shared staff. We analyzed the activities of all
SEIT staff who were shared with any non-SEIT programs and affirmed the accuracy of our
calculations.

Travel time may differ from location to location; however, Starting Point failed to provide
appropriate and sufficient documentation to support teacher travel time and other
related (non-session) activities. Further, Starting Point officials claimed the maximum
allowable percentage (34 percent) for other related activities, although they provided no
documented analysis (as otherwise required) to support it.

We maintain that the unsupported hours should not have been prorated among the SEIT
and Related Services program. The allocation of such hours would have been improper
because Starting Point had charged the maximum allowable costs to the SEIT program
prior to any allocation of unsupported hours.

Absent the required supporting documentation, we could not arbitrarily prorate the
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10.

11.

12.

13.

14.

expenses in question beyond what is allowed by SED guidelines. Because Starting Point
failed to properly document the employees’ time and activities, we did not have adequate
assurance that the hours in question were applicable to the SEIT and/or the Related
Services programs.

Our calculations were based on the Manual’s guidelines as well as guidance from SED
rate-setting officials.

The CFR Manual states that the Controller is responsible for the overall fiscal management
of the agency. Therefore, it was not reasonable (nor should it have been necessary)
for Starting Point to hire a consultant to function as the CFO, with ostensibly the same
responsibilities as the Controller. With an annual compensation of about $195,000 (in
salary, bonuses and fringe benefits), the Controller should have possessed the skills
necessary to administer Starting Point’s overall fiscal management. However, based on
certain comments in Starting Point’s response, we question whether the Controller (with
a “still-developing skill set”) possessed the requisite skills to comply with requirements of
the CFR Manual.

Starting Point could not provide supporting documentation (such as cash flow analyses,
forecasts of operations, memos, reports, emails, or meeting agendas) related to the
issues the CFO purportedly discussed with the Executive Director, Board President, and
supervisors.

Our report does not state that the RCM prohibits the “purchase” of consultant services
to complement the skill set of agency personnel. However, as the report details,
compensation for Starting Point’s Controller totaled $586,310 during the audit period. If
this person possessed the requisite skills to oversee Starting Point’s financial operations, it
should not have been necessary to hire a consultant (costing $310,136) to function as the
CFO. However, as stated in Starting Point’s response, “the Controller does not have the
educational background to effectively guide the organization’s accounting department.”
Consequently, Starting Point incurred unnecessary and unreasonable costs because the
Controller apparently lacked the qualifications for the position. Also, see Comment No.
10.

As noted on page 8 of the report, the consultant’s invoices did not meet the requirements
set forth in the Manual. Consequently, we maintain that the costs in question are not
reimbursable.

In general, the schedules attached to Starting Point’s response are not contemporaneous
with the CFRs in question, and they do not provide the required support for the amounts
of costs Starting Point reported on those CFRs. Problems with these schedules are
addressed in the previous State Comptroller’s Comments, particularly Comments Nos. 2
through 8. Further, based on our review of these schedules, we maintain the propriety of
our conclusions and determinations as detailed in the audit report.
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