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Executive Summary
Purpose
To determine whether the costs reported by NYSARC, Inc. – NYC Chapter (NYSARC), also known as 
AHRC NYC, on its Consolidated Fiscal Reports (CFRs) were reasonable, necessary, directly related 
to the special education program, and sufficiently documented pursuant to the State Education 
Department’s (SED) Reimbursable Cost Manual (RCM). The audit focused primarily on expenses 
claimed on NYSARC’s CFR for the fiscal year ended June 30, 2015, and included certain expenses 
claimed on NYSARC’s CFRs for the two fiscal years ended June 30, 2014. 

Background
NYSARC is a New York City-based not-for-profit organization authorized by SED to provide 
preschool special education services to children with disabilities between the ages of three and 
five years. During our audit period, NYSARC operated full-day and half-day special education 
classes and a full-day Integrated Special Class. For the purposes of this report, these programs 
are referred to as the SED cost-based programs. According to NYSARC officials, they served 759 
preschool students during the 2014-15 school year. The New York City Department of Education 
(DoE) refers students to NYSARC and pays for its services using rates established by SED. The DoE 
is reimbursed by SED for a portion of its payments to NYSARC. For the three fiscal years ended 
June 30, 2015, NYSARC reported approximately $61.8 million in reimbursable costs for the SED 
cost-based programs. During the audit scope period, NYSARC also provided management and 
administrative services to eight related entities.

Key Findings
For the three fiscal years ended June 30, 2015, we identified $1,311,070 in reported costs that 
did not comply with the RCM’s requirements and recommend such costs be disallowed. These 
ineligible costs included $791,114 in personal service costs and $519,956 in other than personal 
service costs, as follows: 

•	$519,956 in ineligible rent expenses, including $368,104 in unsupported/overallocated rent 
and utility expenses for its Central Park instructional site and $151,852 in overallocated agency 
administrative facility expenses;

•	$402,520 in employee bonuses that were not in compliance with the RCM’s guidelines;
•	$132,026 in costs applicable to the 1:1 Aides program that were incorrectly allocated to the SED 

cost-based programs;
•	$121,570 in non-mandated fringe benefits contributions that were not proportionately similar 

to the amounts received by other classes or groups of NYSARC employees;
•	$55,387 in excess executive compensation;
•	$48,986 in overallocated compensation costs for 18 shared employees; and
•	$30,625 in non-program compensation costs for three program directors that were incorrectly 

allocated to the SED cost-based programs. NYSARC officials could not support the costs reported 
for reimbursement for these employees and could not provide evidence that these costs were 
directly related to the SED cost-based programs.
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We also identified $4,938,101 in agency administration costs that NYSARC charged to the SED 
cost-based programs. As NYSARC did not maintain records of actual costs associated with 
providing management and administrative services to its affiliates, we could not determine if 
the $4,938,101 should have been charged to the SED cost-based programs. Therefore, we did 
not recommend that the $4,938,101 be disallowed. Instead, we recommend that SED work with 
NYSARC to formulate a fair and reasonable allocation of these costs to NYSARC’s SED cost-based 
programs.

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

adjustments to NYSARC’s CFRs and reimbursement rates, as warranted. 
•	Work with NYSARC officials to help ensure their compliance with the provisions of the RCM.
•	Determine how much of the $4,938,101 in agency administration costs should be allocated to the 

SED cost-based programs. Work with NYSARC officials to formulate an allocation methodology 
that meets the requirements of the RCM and will result in a fair and reasonable allocation of 
agency administration costs to the SED cost-based programs. 

To NYSARC:
•	Ensure that costs reported on future CFRs comply with SED’s reimbursement requirements.

Other Related Audits/Reports of Interest
New York League for Early Learning, Inc.: Compliance With the Reimbursable Cost Manual (2015-
S-43)
Brookville Center for Children’s Services, Inc.: Compliance With the Reimbursable Cost Manual 
(2016-S-75)

https://www.osc.state.ny.us/audits/allaudits/093017/15s43.pdf
https://www.osc.state.ny.us/audits/allaudits/093017/15s43.pdf
https://www.osc.state.ny.us/audits/allaudits/093018/16s75.pdf
https://www.osc.state.ny.us/audits/allaudits/093018/16s75.pdf
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State of New York
Office of the State Comptroller

Division of State Government Accountability

November 21, 2018

Ms. MaryEllen Elia				    Mr. Marco Damiani
Commissioner					    Executive Director
State Education Department			   NYSARC, Inc. – NYC Chapter
State Education Building			   83 Maiden Lane, 11th Floor
89 Washington Avenue			   New York, NY 10038
Albany, NY 12234

Dear Ms. Elia and Mr. Damiani:

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

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

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

Respectfully submitted,

Office of the State Comptroller
Division of State Government Accountability
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State Government Accountability Contact Information:
Audit Director:  Kenrick Sifontes
Phone: (212) 417-5200
Email: StateGovernmentAccountability@osc.ny.gov
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
NYSARC, Inc. – NYC Chapter (NYSARC), also known as AHRC NYC, is a New York City-based not-for-
profit organization authorized by the State Education Department (SED) to provide full-day and 
half-day preschool special education classes and a full-day Preschool Integrated Special Class to 
children with disabilities who are between the ages of three and five years. For the purposes of 
this report, these programs are collectively referred to as the SED cost-based programs.  

According to NYSARC officials, they served 759 preschool students during the 2014-15 school 
year. In addition to the preschool cost-based programs, NYSARC operated two other SED 
programs: the 1:1 Aides program, which is based on fixed fees as opposed to the cost-based 
rates established through financial information reported on Consolidated Fiscal Reports (CFRs), 
and the School Age - Special Class program. As reported by NYSARC officials, they also operated 
other non-SED programs, such as Head Start; private-pay day care; universal pre-kindergarten; 
day rehabilitation and residential services; family and clinical services; employment and business 
services; and recess, respite, and recreation services. During the three fiscal years ended June 30, 
2015, NYSARC also provided management and administrative services to eight related entities 
(affiliates). These affiliates included: AHRC NYC Properties, Inc.; AHRC NYC New Projects, Inc.; 
NYC AHRC Development Company, Inc.; Superior Direct Care, Inc.; AHRC Homecare Services, Inc.; 
AHRC/NYC Guardianship Fund, Inc.; AHRC New York City Foundation, Inc.; and AHRC HealthCare, 
Inc. During this period, NYSARC also shared resources with some of its affiliates. Shared resources 
include its administrative building, which was also owned by a related party (AHRC NYC New 
Projects, Inc.).

The New York City Department of Education (DoE) refers students to NYSARC based on clinical 
evaluations and pays for NYSARC’s services using rates established by SED. The rates are 
based on the financial information NYSARC reports to SED on its annual CFRs.  To qualify for 
reimbursement, NYSARC’s expenses must comply with the criteria set forth in SED’s Reimbursable 
Cost Manual (RCM) and its Consolidated Fiscal Reporting and Claiming Manual (CFR Manual), 
which provide 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, directly related 
to the special education program, and sufficiently documented. The State reimburses the DoE 
59.5 percent of the statutory rate it pays to NYSARC.

Section 4410-c of the Education Law provides that the State Comptroller shall audit the expenses 
reported to SED by special education service providers for preschool children with disabilities. 
For the three fiscal years ended June 30, 2015, NYSARC reported approximately $61.8 million in 
reimbursable costs for the cost-based programs. Our audit focused primarily on fiscal year 2014-
15. However, we expanded our review to include certain items claimed on the CFRs for the two 
fiscal years 2012-13 and 2013-14.
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Audit Findings and Recommendations
For the three fiscal years ended June 30, 2015, we identified $1,311,070 in reported costs that did 
not comply with SED’s requirements for reimbursement. These ineligible costs included $791,114 
in personal service costs and $519,956 in other than personal service (OTPS) costs (see the Exhibit 
at end of this report). SED, pursuant to a desk review, previously disallowed some of these costs.

Personal Service Costs

According to the RCM, costs will be considered for reimbursement provided such costs are 
reasonable, necessary, directly related to the special education program, and sufficiently 
documented pursuant to the guidelines in the RCM. In addition, personal service costs, which 
include all 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). For the three fiscal years ended June 30, 2015, NYSARC 
reported approximately $44.4 million in personal service costs for its SED cost-based programs. 
We identified $791,114 in personal service costs that did not comply with the RCM’s guidelines 
for reimbursement.

Ineligible Bonuses

According to the RCM, a merit award (or bonus compensation) is a non-recurring and non-
accumulating (i.e., not included in base salary of subsequent years) lump sum payment in 
excess of regularly scheduled salary that is not directly related to hours worked. A bonus may 
be reimbursed if it is based on merit as measured and supported by employee performance 
evaluations. The provider’s governing entity must adopt a written performance evaluation policy 
and form that contains sufficient details as to the criteria and methods used to determine each 
employee’s final evaluation rating. The written employee performance evaluation policy must 
also describe how the final evaluation rating will directly correlate to any amount of a bonus 
award. Moreover, bonus awards are restricted to direct care employees as defined by the RCM 
and those in the 100 position title code series and position title codes 505 and 605, as defined by 
the CFR. For the three fiscal years ended June 30, 2015, NYSARC reported $1,167,616 in bonus 
compensation for 469 employees. This includes $172,695 in payments made in fiscal year 2012-
13 to ensure that NYSARC staff would not feel the effect of a required payroll lag. However, we 
determined that $402,520 in bonuses were not in compliance with the RCM’s requirements for 
reimbursable bonus compensation because they were not based on merit.

NYSARC officials disagreed with our findings and provided performance evaluations for 87 of the 
469 employees. NYSARC officials also claimed that they could not limit the bonus compensation 
using annual evaluations because of NYSARC’s collective bargaining agreements with its staff.  In 
addition, NYSARC officials advised us that this compensation should not be considered bonus 
compensation because they repeated these payments in subsequent years and gave each staff a 
permanent salary increase in the fiscal year 2015-16. However, according to NYSARC records, this 
compensation was to be a one-time payment to all its employees. Likewise, we found that NYSARC 
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approved these costs with no discussion of merit or qualification requirements. Consequently, we 
recommend that SED disallow $402,520 in non-reimbursable bonus compensation.

1:1 Aides

According to the RCM and the CFR Manual, all costs (compensation and allocated direct and 
indirect costs) for 1:1 aides should be reported on the provider’s CFRs under the fixed-fee 1:1 
Aides program. In addition, funding received from a governmental agency for specific education 
programs or cost items will be offset by SED against the appropriate program costs in the 
calculation of tuition rates so that costs will not be reimbursed by public funds more than once. 
Salaries of employees who perform tasks for more than one program must be allocated among 
all programs for which they work. Entities must maintain appropriate documentation reflecting 
the hours used in this allocation. According to NYSARC’s contract with the DoE for the three fiscal 
years ended June 30, 2015, NYSARC would receive payments for 1:1 aides based on each aide’s 
beginning and end date of service.

For the three fiscal years ended June 30, 2015, NYSARC reported $17,531,062 ($12,908,262 in 
salaries and $4,622,800 in fringe benefits) in compensation costs for 291 full-time and part-time 
employees. Of this amount, NYSARC allocated $15,685,796 for 251 employees to the SED cost-
based programs. NYSARC officials asserted that the 251 employees provided services as substitutes 
and 1:1 aides to NYSARC’s SED cost-based programs. To determine whether the costs reported for 
reimbursement complied with the RCM’s guidelines, we reviewed NYSARC’s records (personnel 
files, payroll records, class rosters, substitution records, Position Change Notice forms, and class 
assignment records) for 40 of the 251 employees. However, NYSARC officials could not provide 
records in support of $132,026 in compensation costs applicable to 32 of the 40 employees. As 
a result, we recommend that SED disallow $132,026 in compensation costs because they were 
insufficiently documented and/or should not have been charged to the SED cost-based programs.

Non-Mandated Fringe Benefits 

According to the RCM, fringe benefits (including pensions, life insurance, and tax-sheltered 
annuities) for individual employees or officers/directors should be proportionately similar to 
those received by other classes or groups of employees. According to guidance provided to us 
by SED, fringe benefits are proportionately similar if the benefits-to-salaries ratio is the same or 
similar among all employees. According to the Internal Revenue Service website, “A nonqualified 
deferred compensation (NQDC) plan is an elective or non-elective plan, agreement, method, or 
arrangement between an employer and an employee (or service recipient and service provider) 
to pay the employee or independent contractor compensation in the future.” NQDC plans include 
salary reduction arrangements, bonus deferral plans, top-hat plans, and excess benefit plans. 

For the three fiscal years ended June 30, 2015, NYSARC reported $12,014,472 in fringe benefits 
expenses for reimbursement. Included in this amount was $124,518 in Tax Sheltered Annuity 
(TSA) contributions and an accompanying match for 13 select officers. NYSARC officials said that 
these employees were a part of its Tier III employee contribution program. Under this program, 
after two years of service, NYSARC provides Tier III employees with a tier payment up to the 
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Internal Revenue Service maximum amount the employee is allowed to contribute to their 
403(b) plan. We found that, although such contributions are not specified in NYSARC’s policy 
and procedures manual or its appendixes, which its officials provided as the agency’s guidelines, 
the minutes from a June 27, 1988 meeting of NYSARC’s board of directors show a discussion of 
this contribution. In the meeting minutes, NYSARC’s board explained that the Tier contribution 
program was implemented because “management staff now receive from 7 to 10 percent of 
salary as a [Tax Sheltered Annuity] TSA contribution paid by the employer, a method to make 
them  “whole”, and improve their position was needed. This is provided by 2 methods: (1) The 
agency provides the employee’s share through his/her salary, with a prior commitment to defer 
the funding; (2) additional incentives which increase according to level of responsibility.” During 
the three fiscal years ended June 30, 2015, NYSARC officials also provided these select individuals 
with an additional match on the contribution made for them in the TSA program. However, 
we determined that this level of contribution was not proportionately similar to the amounts 
received by other classes or groups of NYSARC’s employees. We previously disallowed $2,948 
of the $124,518 in the “Non-Program Staff Compensation” section of this report. As a result, we 
recommend that SED disallow $121,570 ($124,518 - $2,948) of the $12,014,472 in fringe benefits 
charged to the SED cost-based programs.

Excess Executive Compensation 

According to the RCM, compensation (i.e., salaries plus fringe benefits) for an entity’s staff whose 
function is that of Executive Director, Assistant Executive Director, or Chief Financial Officer (CFO) 
will be directly compared to the regional median compensation for comparable administration job 
titles of public school districts, as determined and published annually by SED’s Basic Educational 
Data System. Reimbursement of employee compensation for these job titles shall not exceed the 
median compensation paid to comparable personnel in public schools for similar work and hours 
of employment in that region.

For the three fiscal years ended June 30, 2015, NYSARC reported $3,555,987 as the total 
compensation for ten key executive officers. This includes two Executive Directors, seven 
Assistant Executive Directors, and one CFO. However, the total regional median reimbursement 
limit for the ten executives for the three years was $2,495,219. Consequently, the executives’ 
compensation exceeded SED’s limits by $1,060,768 ($3,555,987 - $2,495,219).  We recommend 
that SED disallow $55,387, the portion of the excessive compensation allocated to the SED cost-
based programs. SED, pursuant to a desk review, previously disallowed some of these costs. 

Excessive Allocation of Shared Employees’ Compensation 

The RCM requires that compensation paid to employees who work for multiple programs be 
allocated among these programs based on the employees’ actual work effort or other allocation 
methods that are fair and reasonable. This is especially important when a provider, such as NYSARC, 
operates multiple programs. Entities must maintain appropriate documentation reflecting the 
hours used in this allocation. In addition, Appendix H of the CFR Manual instructs providers to 
report all costs of their day care program in excess of the approved duration of their Integrated 
program. For example, if their day care program operates from 7 a.m. to 5 p.m. (ten hours) and 
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the integrated program operates from 9 a.m. to 2 p.m. (five hours), providers are instructed to 
report the costs of the five hours of day care operation using Program Code 9164. 

During the three fiscal years ended June 30, 2015, NYSARC reported $4,224,346 in compensation 
costs for 18 program administrative employees, of which $3,220,028 was allocated to the SED cost-
based programs. The program administrative staff includes shared program directors, program 
nurses, school principals, program clerks, a program clinical director, and a program director of 
finance. These employees provided services to both the SED cost-based programs and to the 
non-SED day care programs operated at NYSARC’s instructional sites. These non-SED day care 
programs operated for 1.5 hours longer than the SED cost-based programs. However, NYSARC 
officials did not allocate any of the shared staff’s compensation to NYSARC’s non-SED day care 
programs. As a result, we recommend that SED disallow $48,986 in overallocated compensation.

Non-Program Staff Compensation 

The RCM requires that compensation paid to employees who work for multiple programs be 
allocated among these programs based on the employees’ actual work effort or other allocation 
methods that are fair and reasonable. This is especially important when a provider, such as NYSARC, 
operates multiple programs. Entities must maintain appropriate documentation reflecting the 
hours used in this allocation. Costs will be considered for reimbursement provided such costs 
are reasonable, necessary, directly related to the special education program, and sufficiently 
documented. 

During the two fiscal years ended June 30, 2014, NYSARC reported $512,386 in compensation 
costs for three program directors, of which $47,584 was allocated to the SED cost-based programs. 
However, according to NYSARC’s records (e.g., employee files and job descriptions), these 
employees did not provide services directly related to the SED cost-based programs. Instead,  
NYSARC’s records indicated the three employees oversaw NYSARC’s non-SED programs, including 
residential services, Medicaid service coordination, family and clinical services, guardianship, and 
employment and business services. We recommend that SED disallow $30,625 in non-program 
costs.

Other Than Personal Service Costs

According to the RCM, OTPS costs must be reasonable, necessary, directly related to the special 
education program, and sufficiently documented. For the three fiscal years ended June 30, 2015, 
NYSARC reported $17.4 million in OTPS expenses for the SED cost-based programs. We identified 
$519,956 of these expenses that did not comply with SED’s reimbursement requirements, as 
outlined in this report.

Unsupported and Overallocated Facility Expenses

According to the CFR Manual, when programs share the same geographical location or more 
than one agency/program is served at the same location, property-related costs, such as 
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utilities, repairs, maintenance, depreciation, and lease or mortgage interest, must be allocated 
among the agencies/programs benefiting from those costs. In addition, square footage is the 
recommended method for allocating property and property-related costs. Further, the RCM 
states an expenditure that cannot be charged to a specific program must be allocated across all 
programs that benefited from the expenditure.  Moreover, entities must use allocation methods 
that are fair and reasonable, and allocation percentages should be reviewed and adjusted on an 
annual basis. The RCM also states that allocation methods, as well as the statistical basis used 
to calculate allocation percentages, must be documented and retained for each fiscal year. Final 
costs are determined upon field audit and will be considered for reimbursement provided such 
costs are reasonable, necessary, directly related to the special education program, and sufficiently 
documented.  We determined that $519,956 in reported expenses did not comply with the RCM 
and CFR Manual, as follows: 

•	$368,104 in unsupported rent and utilities expenses related to NYSARC’s Central Park 
instructional site. During the three fiscal years ended June 30, 2015, NYSARC officials 
operated SED cost-based programs and non-SED day care programs at this site. However, 
despite our requests, NYSARC officials did not provide sufficient documentation to show 
that these costs were related to the Central Park instructional site and the SED cost-based 
programs. According to its lease agreement, NYSARC’s Central Park instructional site rent 
was $2,546,908. This included an annual rent escalation (4 to 5 percent rent increase of 
the prior year’s rent in each of the three fiscal years ended June 30, 2015). In addition 
to this annual rent escalation, the lease required NYSARC to reimburse the landlord for 
9.54 percent of the building’s operating, repair, maintenance, and servicing costs. The 
additional escalations are referred to in the lease agreement as an “Additional Rent.” 
Although the additional rent varied annually, NYSARC officials reported a total of $340,343 
in additional rent expenses for the three fiscal years ended June 30, 2015 to the SED cost-
based programs. However, NYSARC officials did not provide sufficient documentation to 
show that these costs were related to the Central Park instructional site and the SED cost-
based programs, as required by the RCM. NYSARC officials also did not comply with the 
RCM’s guidelines for allocating the shared space between the SED cost-based programs 
and the non-SED day care programs operated at this site. We also determined that 
NYSARC officials incorrectly allocated $27,761 in rent and utilities expenses to the SED 
cost-based programs. According to the RCM’s guidelines on allocating shared space, the 
$27,761 should have been allocated to NYSARC’s non-SED day care programs. As such, we 
determined that $368,104 ($340,343 + $27,761) of the Central Park instructional site’s 
expenses did not comply with the RCM’s guidelines. 

•	$151,852 in rent, utilities, repairs, and maintenance costs should have been allocated to 
the other NYSARC programs that shared the same location.

Consequently, we recommend that SED disallow $519,956 ($368,104 + $151,852) in property-
related costs.
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Indeterminable Allocation of Agency Administration Costs

According to the RCM, agency administration costs are defined as those expenses that are not 
directly related to a specific program, but are attributable to the overall operation of the agency. 
These costs include: costs for the overall direction of the organization; costs for general record-
keeping, budget, and fiscal management; costs for public relations (non-fundraising); and costs 
for parent agency expenditures. Agency administration costs are reported on Schedule CFR-3. 
The CFR Manual states that when an agency, such as NYSARC, provides management services to 
another entity as a separate business activity through an ongoing contract, the expenses related 
to these services are not considered a part of the administration of the agency providing the 
services; thus, these expenses should not be reported on Schedule CFR-3. Instead, the expenses 
and related revenues of providing the management services must be reported on Schedule CFR-2 
under “Other Programs.”  The RCM also states that salaries of employees who perform tasks for 
more than one program must be allocated among all programs for which they work. Actual hours 
of service is the preferred statistical basis upon which to allocate salaries and fringe benefits for 
shared staff who work on multiple programs. Entities must maintain appropriate documentation 
reflecting the hours used in this allocation. Acceptable documentation may include payroll records 
or time studies. If hours of service cannot be calculated or a time study cannot be completed, then 
alternative methods that are equitable and conform to generally accepted accounting principles 
may be utilized. All reported costs must be reasonable, necessary, directly related to the special 
education program, and sufficiently documented.

During the three fiscal years ended June 30, 2015, NYSARC recorded $60,321,396 in total 
management and administration costs.  Included in these costs were agency administration 
expenses as well as the expenses associated with NYSARC providing management and 
administrative services (e.g., business administration, finance, human resource management, 
information technology, compliance, and real property consulting functions) to eight related1 
affiliates. NYSARC officials told us that the costs associated with providing these services, which 
they reported as $4,278,274, were not included as part of the agency administration costs they 
reported on Schedule CFR-3.  Further, NYSARC also deducted an additional $2,322,754 because it  
identified these costs as non-reimbursable.  Accordingly, NYSARC reported $53,720,368 in agency 
administration costs on Schedule CFR-3 ($60,321,396 - $4,278,274 - $2,322,754). Of this amount, 
$4,938,101 ($3,371,860 in personal service costs and $1,566,241 in OTPS costs) was allocated to 
the SED cost-based programs. 

Cost of Providing Management and Administrative Services

We requested supporting documentation for the actual cost of the services NYSARC provided 
to its affiliates in order to ensure that all costs attributed to providing these management 
1  According to the CFR Manual, a related entity is an organization/individual furnishing services, facilities, or supplies that the 
service provider – to a significant extent – is associated or affiliated with, has control of, or is controlled by. In addition, the 
CFR Manual defines closely allied entities as corporations, unincorporated associations, or other bodies formed or organized to 
provide financial assistance and aid for the benefit of the service provider or receive financial assistance and aid from the service 
provider. Financial assistance and aid include engaging in fundraising activities, administering funds, holding title to real property, 
having an interest in personal property of any nature, and engaging in any other activities for the benefit of the service provider 
or the closely allied entity.
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and administrative services to its eight affiliates were recognized and not included as part of 
the reported agency administration costs. However, NYSARC officials informed us they did not 
maintain records for the actual cost of services provided to its affiliates (e.g., actual hours of 
service, time studies). Instead, NYSARC officials provided us with a summary of the management 
and administrative service fees they assessed to each of its affiliates, which totaled $4,278,274 
over the three-year audit period. However, we have no assurance that the cost of providing 
management and administrative services was limited to $4,278,274 because of the lack of support 
for the actual costs NYSARC incurred in providing these services. In fact, we have indication that 
the $4,278,274 is understated, as we found instances of costs that should have been direct 
charges to the affiliates, as follows:

•	During the three fiscal years ended June 30, 2015, one of NYSARC’s affiliates utilized 
NYSARC’s staff to process its grant awards and payments of such awards; however, 
NYSARC did not maintain records identifying the costs it incurred to provide such services. 
These should have been charged as direct costs to the affiliate.  Instead, these costs were 
included in the total management and administration costs.

•	During fiscal year 2014-15, NYSARC charged $158,256 of its Controller’s $170,343 
compensation on Schedule CFR-3. However, NYSARC could not show how much time the 
Controller actually spent providing services to the CFR entities versus the affiliates.

•	During fiscal year 2014-15, NYSARC hired consultants to review the by-laws of its affiliates. 
However, NYSARC officials did not include this cost as part of the management and 
administrative service fee cost. Instead, NYSARC officials included this cost as part of their 
total management and administrative cost, which was $60,321,396. As a result, the SED 
cost-based programs were allocated a portion of this cost.  

It is important to note that, although NYSARC officials provided records regarding the direct/site 
cost of NYSARC’s education programs as well as the program administrative costs of its education 
programs, they could not provide us with the records used to determine its management and 
administrative service functions or its oversight.    

Non-Compliance With the RCM and CFR Manual 

NYSARC’s treatment of its management and administrative service costs does not comply with 
the CFR Manual’s guidance on how to report the cost of providing management services because 
such costs must be reported in a separate cost center on Schedule CFR-2, which is distinct from 
agency administration costs. If these costs were reported separately on Schedule CFR-2, they 
would have also been allocated a portion of the entity’s agency administrative expenses because 
agency administration costs are allocated to all programs operated by the entity based on the 
ratio value method of allocation. As a result, the SED cost-based programs were charged excessive 
agency administration costs.  

NYSARC officials disagreed with our preliminary audit report. They advised the audit team to 
consider using the ratio value of each entity’s operating expenses to the total operating expenses 
of NYSARC and its eight affiliates to determine each entity’s share because the resulting amount 
is not materially different from the result achieved under NYSARC’s allocation method.  However, 
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the suggested method does not comply with the RCM and CFR Manual, which require providers 
to report the cost of management service contracts in a separate cost center in Schedule CFR-2. 
Further, the ratio value methodology of allocation in this instance would not result in an accurate 
or reasonable allocation because the expenses reported on Schedule CFR-2, which is a separate 
cost center, would have incurred a portion of NYSARC’s agency administration costs. Further, 
as stated earlier in the report, we found indications that the expenses of the affiliates were 
understated, making the ratio value method of allocation neither fair nor reasonable.

As a result of NYSARC’s failure to maintain actual costs associated with providing management 
and administrative services to its affiliates, we were unable to determine how much of the 
agency administration costs reported by NYSARC should have been allocated to the SED cost-
based programs. We recommend that SED work with NYSARC officials to formulate an allocation 
methodology that will result in a fair and reasonable allocation of agency administration costs 
to the SED cost-based programs. Please note that some of the concerns noted in this section 
of the report include costs that were identified in the “Personal Service Costs” and the “Other 
Than Personal Service Costs” sections of the report, notably the sections “Ineligible Bonuses,” 
“Non-Mandated Fringe Benefits,” “Excess Executive Compensation,” “Non-Program Staff 
Compensation,” and “Unsupported and Overallocated Facility Expenses.”

Recommendations

To SED:

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

2.	 Work with NYSARC officials to help ensure their compliance with the provisions of the RCM.

3.	 Determine how much of the $4,938,101 in agency administration costs should be allocated 
to the SED cost-based programs. Work with NYSARC officials to formulate an allocation 
methodology that meets the requirements of the RCM and will result in a fair and reasonable 
allocation of agency administration costs to the SED cost-based programs. 

To NYSARC:

4.	 Ensure that costs reported on future CFRs comply with SED’s reimbursement requirements.

Audit Scope, Objective, and Methodology
We audited the costs reported on NYSARC’s CFRs to determine whether they were properly 
documented, directly related to the special education program, and allowable pursuant to the 
RCM. The audit included all claimed expenses for the fiscal year ended June 30, 2015 and certain 
expenses claimed for the two fiscal years ended June 30, 2014.
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To accomplish our objective, we reviewed the RCM, the CFR Manual, NYSARC’s CFRs, and 
relevant financial records for the audit period. We also interviewed NYSARC officials and staff to 
obtain an understanding of NYSARC’s financial and business practices. In addition, we assessed 
a judgmental sample of reported costs to determine whether they were supported, program-
related, and reimbursable. Specifically, we reviewed costs that were considered high risk and 
reimbursable in limited circumstances, such as management fees, fringe benefit expenses, and 
property expenses. Our samples were not designed to be projected to the entire population of 
reported costs. Also, our review of NYSARC’s internal controls focused on its 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 
objective. We believe that the evidence obtained during our audit provides a reasonable basis for 
our findings and conclusions based on our audit objective.

In addition to being the State Auditor, the Comptroller performs certain other constitutionally and 
statutorily mandated duties as the chief fiscal officer of New York State. These include operating 
the State’s accounting system; preparing the State’s financial statements; and approving State 
contracts, refunds, and other payments. In addition, the Comptroller appoints members to 
certain boards, commissions, and public authorities, some of whom have minority voting rights. 
These duties may be considered management functions for purposes of evaluating organizational 
independence under generally accepted government auditing standards. In our opinion, these 
management functions do not affect our ability to conduct independent audits of program 
performance.

Authority
The audit was performed pursuant to the State Comptroller’s authority as set forth in Article 
V, Section 1 of the State Constitution; Article II, Section 8 of the State Finance Law; and Section 
4410-c of the State Education Law. 

Reporting Requirements
We provided draft copies of this report to SED and NYSARC officials for their review and formal 
comment. Their comments were considered in preparing this final report and are attached to it. In 
their response, SED officials agreed with our recommendations and indicated that they will take 
steps to address them. However, in their response, NYSARC officials disagreed with most of our 
proposed disallowances. Our rejoinders to certain NYSARC comments are included in the report’s 
State Comptroller’s Comments. NYSARC officials also included a lengthy set of attachments with 
their response. Those attachments are not included in this report. However, they have been 
retained on file at the Office of the State Comptroller.
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Within 90 days after 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
NYSARC, Inc. – NYC Chapter 

Summary of Submitted and Disallowed Costs 
for the 2012-13, 2013-14, and 2014-15 Fiscal Years 

 

Program Costs Amount per 
CFR 

Amount 
Disallowed 

Amount 
Remaining 

Notes to 
Exhibit 

Personal Service Costs     
 Direct Care $41,003,020 $607,088 $40,395,932 A-G, I-O 
 Agency Administration 3,371,860   184,026* 3,187,834 
Total Personal Service Costs $44,374,880 $791,114* $43,583,766  
Other Than Personal Service Costs     
 Direct Care $15,858,183 $481,577 $15,376,606 A, E, H, J, 

N, P-R  Agency Administration 1,566,241 38,379 1,527,862 
Total Other Than Personal Service Costs $17,424,424 $519,956 $16,904,468  
Parent Agency Administration Allocation $28,904 $0 $28,904  
Total Program Costs $61,828,208 $1,311,070* $60,517,138  

*Includes certain adjustments previously made by SED. 
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Notes to Exhibit
The following Notes refer to specific sections of SED’s RCM and the CFR Manual used to develop 
our recommended disallowances. Unless otherwise specified, all notes refer to all three years 
reviewed. We summarized the applicable sections to explain the basis for each disallowance. We 
provided the details supporting our recommended disallowances to SED and NYSARC officials 
during the course of our audit. 

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

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

C.	 RCM Section II.13.A.(10) (July 2012 Edition) - Bonus compensation shall mean a non-
recurring and non-accumulating (i.e., not included in base salary of subsequent years) 
lump sum payment(s) in excess of regularly scheduled salary that is not directly related to 
hours worked. Bonus compensation is restricted to direct care titles/employees. 

D.	 RCM Section II.13.A.(10) (July 2013 and July 2014 Editions) - A merit award (or bonus 
compensation) shall mean a non-recurring and non-accumulating (i.e., not included in 
base salary of subsequent years) lump sum payment in excess of regularly scheduled 
salary that is not directly related to hours worked. A merit award may be reimbursed if it 
is based on merit as measured and supported by employee performance evaluations. In 
order to demonstrate that a merit award is based on merit and measured and supported 
by employee performance evaluations, the provider’s governing entity must adopt a 
written employee performance evaluation policy and form that contains sufficient detail 
as to the criteria and methods used to determine each employee’s final evaluation rating. 
The written employee performance evaluation policy must also describe how the final 
evaluation rating will directly correlate to any amount of a merit award, should funds be 
available for such an award. 

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

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

H.	 RCM Section III.1.D - All purchases must be supported with invoices listing items purchased 
and indicating date of purchase and date of payment, as well as canceled checks. Costs 
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must be charged directly to specific programs whenever possible. The particular program(s) 
must be identified on invoices or associated documents.

I.	 RCM Section III.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.

J.	 RCM Section III.1.M.(2) - Entities operating programs must use allocation methods that 
are fair and reasonable, as determined by the Commissioner’s fiscal representatives. 
Such allocation methods, as well as the statistical basis used to calculate allocation 
percentages, must be documented and retained for each fiscal year for review upon audit 
for a minimum of seven years. Allocation percentages should be reviewed on an annual 
basis and adjusted as necessary.

K.	 RCM Section IV.2.F - All 1:1 aide costs (salaries, fringe benefits of the aide, and allocated 
direct and indirect costs) should be reported in one separate cost center on the providers’ 
financial reports.

L.	 CFR Manual, page 8.6 - Expenses and revenues and FTE enrollment for approved 1:1 
teacher aides (preschool and school age) must be reported as a separate column (Program 
Code 9230).

M.	 RCM Section II.44.A.(2) - Funding received from a governmental agency or unit for specific 
education programs or cost items will be offset by the Department against the appropriate 
program costs in the calculation of tuition rates so that costs will not be reimbursed more 
than once by public funds.

N.	 CFR Manual, page 8.14 - When a CFR agency provides management services to another 
entity as a separate business activity through an ongoing contract, the expenses related 
to these services are not considered a part of the agency administration of the agency 
providing the services. They are, therefore, not reported on Schedule CFR-3. The expenses 
and related revenues must be reported on Schedule CFR-2, in Column 7, “Other Programs.” 
The management services expenses will be allocated agency administration expenses via 
the Ratio Value allocation method.

O.	 CFR Manual, page 41.3 - Report all costs of day care programs in excess of the approved 
duration of the Integrated program in Program Code 9164. For example, if their day care 
program operates from 7 a.m. to 5 p.m. (ten hours) and the Integrated program operates 
from 9 a.m. to 2 p.m. (five hours), providers must report the costs of the five hours of 
day care operation using Program Code 9164. In addition, if the provider is funded by 
the Division of Early Care and Education, such providers are directed to report all costs, 
revenues, and related statistical data using Program Code 9164.

P.	 RCM Section II.41.B.(4) - The share of rental expense allocated to programs funded 
pursuant to Article 81 and/or Article 89 is based on documented and reasonable criteria, 
such as square footage utilization, when more than one program is operated in a rented 
facility.

Q.	 RCM Section II.41.B.(2) - Occupancy costs are based on actual documented rental charges, 
supported by bills, vouchers, etc. Donated rent is not reimbursable.

R.	 CFR Manual, page 42.2 - If agency administrative offices and program offices are located 
in the same building, property related costs must be allocated using square footage as the 
statistical basis. These costs include expenses such as utilities, repairs and maintenance, 
depreciation, leases, or mortgage interest.
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Agency Comments - State Education Department
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Agency Comments - NYSARC, Inc. – NYC Chapter
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* 
Comment 1

* 
Comment 2

*See State Comptroller's Comments, Page 40.
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Comment 4
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Comment 7



2017-S-47

Division of State Government Accountability 25



2017-S-47

Division of State Government Accountability 26

* 
Comment 8



2017-S-47

Division of State Government Accountability 27

* 
Comment 9

* 
Comment 10

* 
Comment 11



2017-S-47

Division of State Government Accountability 28

* 
Comment 12

* 
Comment 13

* 
Comment 14



2017-S-47

Division of State Government Accountability 29

* 
Comment 14

* 
Comment 15

* 
Comment 15



2017-S-47

Division of State Government Accountability 30

* 
Comment 16



2017-S-47

Division of State Government Accountability 31

* 
Comment 17

* 
Comment 17



2017-S-47

Division of State Government Accountability 32

* 
Comment 17

* 
Comment 18



2017-S-47

Division of State Government Accountability 33

* 
Comment 19

* 
Comment 19



2017-S-47

Division of State Government Accountability 34



2017-S-47

Division of State Government Accountability 35

* 
Comment 20

* 
Comment 21

* 
Comment 22



2017-S-47

Division of State Government Accountability 36

* 
Comment 23

* 
Comment 22



2017-S-47

Division of State Government Accountability 37

* 
Comment 24

* 
Comment 25



2017-S-47

Division of State Government Accountability 38



2017-S-47

Division of State Government Accountability 39



2017-S-47

Division of State Government Accountability 40

State Comptroller’s Comments
1.	 Page 5, paragraph 2 of our draft audit report acknowledged NYSARC’s (AHRC NYC) non-

school-based programs.  
2.	 We acknowledge that NYSARC is a complex organization. However, its processes and 

operations were no more complex than any of the other large preschool special education 
providers we audited. Difficulties encountered during the audit resulted from the 
insufficiency of, and delays in, obtaining information from NYSARC officials and staff.

3.	 The audit is not complete until the final audit report is issued to NYSARC and SED. As 
was indicated to NYSARC at the opening conference and throughout the audit, it is our 
process and practice to regularly discuss preliminary audit findings with, and request 
feedback from, the auditee throughout the audit engagement. The “Preliminary Audit 
Findings” were fact-finding documents issued to NYSARC. In response, NYSARC officials 
provided additional information and documentation to support the amounts claimed on 
its CFRs. We subsequently requested additional documentation in an attempt to resolve 
outstanding issues.  

4.	 We strongly disagree and maintain that we did not deviate from the standard audit process.  
NYSARC was not deprived of opportunities to address the issues in the report.  In fact, 
NYSARC officials had ample opportunities to address the issues raised in the preliminary 
findings and draft audit reports. Moreover, we carefully considered all relevant evidence 
or information provided by NYSARC officials.

5.	 NYSARC, like all other preschool special education providers, is required to maintain 
sufficient documentation to support the expenses reported on the CFRs submitted to 
SED. Therefore, asking for supporting documentation for the additional rent expenses is 
not a deviation from what NYSARC should reasonably be expected to produce as part of 
an audit.  Moreover, as per the lease agreement, NYSARC officials had the right and an 
obligation to request the necessary documentation from the landlord in order to verify 
the amount of additional rent.  

6.	 NYSARC’s comments are misleading.  At NYSARC’s requests, we provided copies of our 
schedules to support the OTPS disallowances. Refer to Comment No. 3. 

7.	 Throughout the audit, NYSARC had considerable difficulty producing the required 
supporting documentation for the costs claimed on its CFRs. We informed NYSARC officials 
that we would review any documentation they provide prior to preparing and issuing 
the draft and final audit reports.   After we issued the draft report, NYSARC requested 
copies of our schedules in support of the OTPS disallowances. We provided the requested 
schedules.  

8.	 The RCM requires merit (bonus) awards to be based on employee performance; however, 
these payments were not, as NYSARC officials could not provide performance evaluations 
for all of the employees who received bonuses. As noted in a November 19, 2013 memo to 
staff, “a one-time payment of $750 to each of you [employee] in the December 20 payroll 
disbursement,” NYSARC officials directed the payment of bonuses to all staff, regardless of 
their performance evaluation.

9.	 NYSARC’s comments are not accurate. These payments were announced as a one-time 
payment and were not subsequently built into the base salary.  In fact, these payments 
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were paid under a different payroll compensation code.  Refer to Comment No. 8. 
10.	Our audit is independent of SED’s desk reviews and we may be aware of information that 

was unavailable to SED. As noted on page 8 of the report, we acknowledge that SED had 
previously disallowed a portion of this cost during its desk review.

11.	We agree that the CFR Manual does not restrict the reporting of full compensation.  
However, the CFR Manual also instructs providers to report the non-reimbursable portion 
of any reported cost.  In fact, we noted that NYSARC officials identified a portion of these 
costs as non-reimbursable on their CFRs. Although median salary levels may not be 
established until CFRs are filed, the RCM states, “All approved programs shall be subject 
to a fiscal audit pursuant to Section 200.18 of the Commissioner’s Regulations. Tuition 
rates may be adjusted accordingly based on the results of the final audit.”

12.	We disagree. We took the necessary adjustments into account and used the reduced 
compensation in our analysis. 

13.	On several occasions, we requested schedules to support the actual fringe benefit rate for 
each of the employees subject to the median salary limitation. However, NYSARC officials 
did not provide us with the requested schedules.  Moreover, NYSARC officials advised us 
to use the average fringe benefit rate.   

14.	We disagree. The after-school day care program is part of NYSARC’s education department.  
NYSARC’s education department staff provided administrative services to all programs 
in the education department – including the after-school day care program.  As such, 
these costs should be allocated accordingly.  These administrative services included 
overseeing programs’ staff and resources and reviewing purchase requests and staff time 
sheets. The education department staff was responsible for reviewing staff time sheets, 
including lobby monitors, nurses who were available to all the students at each location, 
and school principals who ensured that all students were provided a safe environment. As 
the students in the after-school day care program benefited from these services, it should 
have been allocated a share of the expenses of the program administrative staff salaries.  

15.	Our report does not state that the after-school day care service included an educational 
component that required oversight by the administrative staff. Refer to Comment No. 14.

16.	We disagree. NYSARC officials did not provide appropriate supporting documentation 
for the additional rent reported for reimbursement. Instead, NYSARC officials provided 
us with a single-page summary of the expense categories included in the rate increase 
calculation.  NYSARC did not provide us the details of the summarized costs or records 
that could be used to verify the amounts reported and determine whether the reported 
costs were related to NYSARC’s preschool programs. Refer to Comments No. 5 and No. 17.

17.	 According to the lease agreements, NYSARC officials had the right to request documentation 
to verify the additional rent expenses. However, NYSARC officials did not request this 
documentation. On its CFR, NYSARC’s then Chief Executive Officer attested that NYSARC 
has custody of records and allocation worksheets to support the costs reported for 
reimbursement. The invoices provided to us did not show the basis for the additional rent 
charges.  Moreover, we question NYSARC’s due diligence as it did not verify the costs of 
its lease agreements.  The invoices provided to us by NYSARC and JGB only indicate the 
amount of rent requested by JGB. Refer to Comments No. 5 and No. 16.

18.	We revised our report to reduce the recommended disallowance by $133,078. 
19.	We disagree. Although the CFR Manual allows providers to depreciate an asset using 
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management estimates, NYSARC officials did not provide records of the analysis (despite 
our requests) used to determine that 25 years was reasonable for treating this cost as a 
single asset and for its corresponding depreciation. NYSARC officials also did not record 
this cost separately as building component costs or building improvement costs. Instead, 
NYSARC officials combined these costs and depreciated it as a single asset. 

20.	We disagree.  It remains management’s responsibility to assess the risk and cost of its 
function and operations when determining compliance with applicable laws, regulations, 
and requirements (e.g., RCM). It is sound business practice to understand the requirements 
of an operation prior to reporting the costs for reimbursement.  

21.	The CFR Manual and its appendices clearly instruct providers not to include the cost of 
its management service contracts as an agency administration cost. However, NYSARC 
officials reported these costs as agency administration costs.  Further, NYSARC officials 
failed to keep track of the actual cost of its management and administrative services. We 
disagree that the services provided by the staff who also provided management services 
would be indiscernible from their agency administrative functions. Moreover, it remains 
management’s function to design clear and appropriate job functions and responsibilities 
for its staff.

22.	We agree that ratio value can be used to allocate agency administrative costs. However, the 
CFR Manual states that management services cannot be a part of agency administration 
costs.

23.	We disagree. The cost of providing services to its affiliates is assignable to the benefiting 
entities/programs. Moreover, NYSARC tracks the direct cost of services to its education 
department. This includes costs that one of the affiliates charged directly to the education 
department as well as additional costs allocated to the education department from the 
same affiliate. Refer to Comment No. 22.

24.	NYSARC officials are mistaken. We agree that the total operating expenses to be used in 
developing a ratio value would include all operating expenses. We also agree that NYSARC’s 
operating expenses would include expenses funded through supplemental government 
grants when calculating NYSARC’s ratio value. However, we disagree with NYSARC’s 
methodology to exclude grants from its affiliates’ operating expenses when calculating 
its ratio values. For example, one of NYSARC’s affiliates (AHRC New York City Foundation) 
issues grants to people with intellectual and developmental disabilities.  Therefore, grant 
expenses are the majority of its operating expenses. Excluding these expenses understates 
the amount of administrative cost allocated with this affiliate and overstates the amount 
of administrative expense allocated to the SED cost-based programs.  

25.	We disagree; the five employees were not agency administration staff. As noted in 
NYSARC’s response, the RCM defines agency administration costs as expenses not directly 
related to a specific program but attributable to the overall operation of the agency. 
However, ACCESS, also known as AHRC HealthCare, is a separate entity with its own 
programs.  Further, NYSARC could have identified the entities that directly benefited from 
these five employees’ services. For example, according to NYSARC’s own agreement with 
ACCESS, NYSARC would invoice and charge ACCESS at $85 per hour for services provided 
by the Real Property department. As a result, NYSARC officials should have maintained 
records on the actual services these staff members provided to NYSARC’s programs and 
only reported those expenses as reimbursable costs.
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