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EXECUTIVE SUMMARY

Edwin Gould Servicesfor Children (Edwin Gould), at 41-51 East 11th Street in Manhattan, isa
not-for-profit organization that provides services to children in its Boarding Home, Group Home,
Agency Operated Boarding Home, and Diagnostic/PINS (Persons In Need of Supervision) programs.
Foster care providers are reimbursed for expenses based on a per diem rate that is calculated according
to a formula developed by the New York State Office of Children and Family Services. The per diem
adminigrative rate is limited to the Maximum State Aid Rate (MSAR) established by the New York
State Office of Children and Family Services and the New York City Adminigration for Children’s
Services (ACS).

This audit determined whether Edwin Gould maintained adequate internd controls over the
recording and reporting of its expenses, revenues, and days-of-care; was paid based on the appropriate
per diem rate in accordance with the New Y ork State standards of payment and ACS regulations, and
complied with certain promulgated announcements and regulaions dtated in the New York State
Sandards of Payment and the City’s CWA Foster-Care Reimbursement Bulletin No. 92-5 and
applicable amendments.

From July 1, 2000, to June 30, 2001 (Fiscd Year 2001), ACS reimbursed Edwin Gould
$9,655,944 for providing services to 575 individuds in its foster care programs. In addition, Edwin
Gould received $264,862 from ACS for its Independent Living Skills Program, an educationa program
for individuas in its care who are a least 14 years of age and $82,815 for its Substance Abuse
Prevention Program.

Edwin Gould generdly complied with the provisons of its child care agreement with regard to
promulgated announcements and regulations stated in the New Y ork State Standards of Payment and
the City’s CWA Foster-Care Reimbursement Bulletin No. 92-5. It had an adequate system of interna
controls over the recording and reporting of its revenue, expenses, and days-of-care. In addition, Edwin
Gould provided adequate and clean conditions for the resdentsin its care.

However, Edwin Gould owes the City $22,965 for Fiscal Year 2001, because of differences
between the funds that ACS advanced to Edwin Gould and the expenses incurred by Edwin Gould that
we audited. In addition, Edwin Gould did not use $6,928 in funding received from ACS for its
Independent Living Skills Program. Consequently, Edwin Gould owes the City $29,893. (See Table |
on page 5 of thisreport.)

We recommend that Edwin Gould remit $29,893 in excess funding to the City; include only
those expenses dlowed in the New York State Standards of Payment for Foster Care of Children
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and the CWA Foster-Care Reimbursement Bulletin No. 92-5 and applicable amendments on its
Report of Actual Expenditures DSS-2652; and report days-of-care accurately, billing ACS for only
those children in attendance at the foster homes. In addition, we recommend that ACS ensure that
Edwin Gould complies with the report’ s recommendations.

ACS, which aso responded on behalf of Edwin Gould, stated that both organizations agreed
with the audit’s findings and recommendations. ACS dated that Edwin Gould agreed to repay ACS
$29,893, to include only alowable expenses on its Report of Actual Expenditures DSS-2652, and to
report its days-of-care accurately and in accordance with New Y ork State and ACS regulations. ACS
aso stated that it notified Edwin Gould officids of the repayment terms for the $29,893 assessment.

INTRODUCTION

Backaground

Edwin Gould Services for Children (Edwin Gould), a 41-51 East 11th Street in Manhattan, isa
not-for-profit organization that provides services to children in its Boarding Home, Group Home,
Agency Operated Boarding Home, and Diagnostic/PINS (Persons In Need of Supervison) programs.
Foster care providers are rembursed for expenses based on a per diem rate that is calculated according
to a formula developed by the New York State Office of Children and Family Services. The per diem
adminigrative rate is limited to the Maximum State Aid Rate (MSAR) established by the New York
State Office of Children and Family Services and the New York City Adminigration for Children’s
Searvices (ACS). In addition, these reimbursements are governed by the rules and regulations found in
the New York State Standards of Payment, and the City’s CWA Foster-Care Reimbursement
Bulletin No. 92-5 and gpplicable amendments.

From July 1, 2000, to June 30, 2001 (Fiscal Year 2001), ACS reimbursed Edwin Gould
$9,655,944 for providing services to 575 individuds in its foster care programs. In addition, Edwin
Gould received $264,862 from ACS for its Independent Living Skills Program, an educationa program
for individuds in its care who are a least 14 years of age and $82,815 for its Substance Abuse
Prevention Program.

Obj ectives
Our audit objectives were to determine whether Edwin Gould:

maintained adequate internd controls over the recording and reporting of its expenses,
revenues, and days-of-care;

was paid based on the appropriate per diem rate in accordance with the New Y ork
State standards of payment and ACS regulations; and



complied with certain promulgated announcements and regulations stated in the New
York State Sandards of Payment, and the City's CWA Foster-Care
Reimbursement Bulletin No. 92-5 and gpplicable amendments.

Scope and M ethodology

To achieve our audit objectives, we reviewed and abstracted the rules and regulations governing
foster care reimbursementsin the New Y ork State Standar ds of Payment and the CWA Foster-Care
Reimbursement Bulletin No. 92-5 and applicable amendments. We maiched the revenue and
expenses recorded on Edwin Gould's generd ledger to the amounts reported on its Report of Actual
Income DSS-2654 and Report of Actual Expenditures DSS-2652.

We evaluaied Edwin Gould's internd control structure over the recording and reporting of
revenue, expenses, and days-of-care for its foster care programs. To gain an understanding of its
operations, we reviewed Edwin Gould's organizationd chart and conducted a wak-through of its
operations, documenting the results through written narratives and memoranda. In addition, we
observed the conditions of Edwin Gould's three Group Homes in Brooklyn and its two Agency
Operated Boarding Homes in Manhattan, on May 15 and 16, 2002.

To verify whether the expenses Edwin Gould charged to its foster care programs were accurate
and dlowable, we obtained and reviewed Edwin Gould's Report of Actual Expenditures DSS-2652
and matched each reported expense item to the related account(s) in the generd ledger. We sdlected a
sample of expenses and traced them to such documentation as invoices, petty cash vouchers, and
canceled checks. We dso verified that the sdaries of Edwin Gould personnd were charged to the
correct cost centers and programs and that health insurance payments, pension contributions, and socid
security payments were actualy for employees assigned to Edwin Gould' s foster care programs.

We verified the revenue that Edwin Gould received from ACS was accurate and was reported
correctly on the Report of Actual Income DSS-2654. We matched each reported revenue amount to
the corresponding amounts in the generd ledger. We then traced for accuracy the reported revenue to
Edwin Gould's bank statements and ACS payment records.

To determine whether Edwin Gould reported its days-of-care accurately, we obtained Edwin
Gould's Change of Satus or Information Files (EGS-3) and Monthly Days-of-Care Report for
Fiscal Year 2001 and compared it to various ACS documents. In addition, we determined whether the
payments made by ACS to Edwin Gould maiched the amounts billed by Edwin Gould, and we
determined whether ACS made the proper reconciliation payments. Findly, we determined whether
specific expenses charged to Edwin Gould’'s contract complied with New York State and ACS
guiddines.

This audit was conducted in accordance with Generdly Accepted Government Auditing
Standards (GAGAS) and included tests of the records and other auditing procedures considered

necessary. This audit was performed in accordance with the City Comptroller’s audit responsibilities as
set forth in Chapter 5, § 93, of the New Y ork City Charter.



Discussion of Audit Results

The matters covered in this report were discussed with officias from Edwin Gould and ACS
during and at the conclusion of thisaudit. A preiminary draft report was sent to Edwin Gould and ACS
officials and was discussed at an exit conference on June 13, 2002. Also, on June 13, 2002, we
submitted a draft report to Edwin Gould and ACS officias with arequest for comments. We received a
written response from ACS on June 26, 2002. ACS aso responded on behaf of Edwin Gould. ACS
dtated that both organizations agreed with the audit’s findings and recommendations. ACS dated that
Edwin Gould agreed to repay ACS $29,893, to include only alowable expenses on its Report of
Actual Expenditures DSS-2652, and to report its days-of-care accurately and in accordance with
New York State and ACS regulations. ACS aso dtated that it notified Edwin Gould officids of the
repayment terms for the $29,893 assessment.

Thefull text of ACS's commentsisincluded as an addendum to thisfind report.

OFFICE OF THE COMPTROLLER
NEW YORK CITY

DATE FILED: July 24, 2002




FINDINGS AND RECOMMENDATIONS

Edwin Gould generadly complied with the provisions of its child care agreement with regard to
promulgated announcements and regulations stated in the New Y ork State Standar ds of Payment, and
the City’s CWA Foster-Care Reimbursement Bulletin No. 92-5. It had an adequate system of internal
controls over the recording and reporting of its revenue, expenses, and days-of-care. In addition, Edwin
Gould provided adequate and clean conditions for the resdentsin its care.

However, Edwin Gould owes the City $22,965 for Fiscd Year 2001, because of differences
between the funds that ACS advanced to Edwin Gould and the expenses incurred by Edwin Gould that
we audited. In addition, Edwin Gould did not use $6,928 in funding received from ACS for its
Independent Living Skills Program. Consequently, Edwin Gould owes the City $29,893, as shown in
Tablel.

TABLE |
Edwin Gould Servicesfor Children
Schedule of Amount Due
July 1, 2000, to June 30, 2001

Category Amount
Excess Advances over Expenditures Incurred. (See Appendix V) $22,965
Unused Funds Related to Independent Living Skills Program 6,928
Total Due ACS $29,893

These matters are discussed in greater detall in the following sections of this report.

Edwin Gould Owes ACS $22,965 for

Excess Advances Over Expenditures | ncurred

Rather Than $202,210 It Would Have Received
Based on ACS' sPreliminary Y ear-end Reconciliation

Edwin Gould owes ACS $22,965 rather than being owed $202,210 by ACS that it would have
paid Edwin Gould based on ACS's Preliminary Year-end Reconciliation." At the end of each year,
ACS determines the amount due to or from its foster care agencies by using agency submissions of
reported expenses and reported days-of-care. When ACS completed its Fisca Year 2001 preliminary
reconciliation for Edwin Gould, ACS determined that it owed Edwin Gould $202,210. However,
based on our audit, Edwin Gould incorrectly reported the number of days-of-care on its hillings, and
improperly included expenses not alowed under New Y ork State and ACS regulations on its Report of
Actual Expenditures DSS-2652, the documents upon which ACS based its Prdiminary Year-end
Reconciliation.

Specificdly, Edwin Gould's billings to ACS and ACS's Preiminary Year-end Reconciliation
indicated that it provided 1,003 days in its Diagnostic/PINS; 12,400 days in its group home; 4,294

! Based on ACS's preliminary reconciliation for Edwin Gould, ACS would have paid Edwin Gould $202,210,
the difference between Edwin Gould' s reported expenses and ACS's advances. However, ACS decided not
to pay Edwin Gould until our audit was compl eted.
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days in its agency operated boarding home; and 189,506 days in its boarding home. However, Edwin
Gould incorrectly billed ACS for 301 days-of-care in which children under its care were not in
attendance because they were: on vacation; discharged from the facility; admitted to a hospitd facility;
and absent without leave. Edwin Gould overdtated its days-of-care by 9 days in its Diagnostic/PINS;
87 daysin its group home; 19 days in its agency operated boarding home; and 186 days in its boarding
home.

In addition, Edwin Gould included expenses totaing $120,981 on its Report of Actual
Expenditures DSS-2652 that are not dlowable under New York State and ACS regulations. Audit
disalowances affect the fina per diem rate that ACS will pay, and therefore, do not result in a dollar-
for-dollar reduction to Edwin Gould. The unalowable expenses are listed in Table 11, which follows.

TABLE I
Schedule of Disallowances
Disallowed Expenses Amount

Monthly alowances for children in boarding homes $72,574
Undocumented expenses 12,862
Fund-raising costs 10,358
Non-“child-specific” legd fees 8,283
Legd feesfor non-foster care programs 4,740
Consultant fees not related to foster care programs 6,559
Christmas party and staff gifts 3,040
Fines and pendties 843
Organization dues 657
L unches and unrelated conferences 475
Clothing for children no longer in the program 275
Classfied advertisements 215
Children’ s holiday party paid for by adonor 100

Tota Disdlowances $120,981

Furthermore, Edwin Gould's reported pass-through expenses were overstated by $2,863 for
the boarding home.

Asaresult, Edwin Gould is required to return $22,965 to ACS. (See Appendices | through V
for our detailed caculations of the amounts Edwin Gould owes ACS.)

Unused Funds Totaling $6,928
Related to Edwin Gould’s
| ndependent L iving Skills Program

For Fiscal Year 2001, Edwin Gould received $264,862 from ACS for its Independent Living
Skills Program. However, based on Edwin Gould's books and records and its Report of Actual
Expenditures DSS-2652, actua program costs incurred for the year totded only $257,934.
Consequently, Edwin Gould is required to return to ACS the remaining $6,928 in unused program
funds.



Recommendations

We recommend that Edwin Gould:

1.

Remit $29,893 in excess funding to the City.

2. Include only those expenses dlowed in the New York State Sandards of Payment
for Foster Care of Children onits Report of Actual Expenditures DSS-2652.

3. Include only those expenses dlowed in the CWA Foster-Care Reimbursement
Bulletin No. 92-5 and agpplicable amendments on its Report of Actual Expenditures
DSS-2652.

4. Report days-of-care accurately, and bill ACS for only those children in attendance at
the foster homes.

We recommend that ACS:

5. Ensure that Edwin Gould complies with the report’s recommendations. In that regard,

ACS dhould issue a written notice to Edwin Gould requiring that these
recommendations be implemented and that Edwin Gould return $29,893 in excess
funding to the City.

ACS Response: ACS dated that Edwin Gould agreed to repay ACS $29,893, to
include only alowable expenses onits Report of Actual Expenditures DSS-2652, and
to report its days-of-care accurately and in accordance with New Y ork State and ACS
regulaions. ACS dso dated thet it notified Edwin Gould officids of the repayment
terms for the $29,893 assessment.
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