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EXECUTIVE SUMMARY

Rosalie Hall, Inc. (Rosalie Hall), at 4150 Bronx Boulevard in the Bronx, is a not-for-profit
organization that provides housing and maternity care through its Maternity Residence Program to
unwed pregnant women up to the age of 18 (or 21 if they are still in school). Child care providers are
reimbursed for expenses based on a per diem rate that is calculated based on a formula developed by
the New York State Office of Children and Family Services. The per diem 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 Administration for Children’s Services (ACS).

This audit determined whether Rosalie Hall maintained adequate internal 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 York State standards of payment and ACS regulations; and
complied with certain promulgated announcements and regulations contained in the New York State
Standards 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 (Fiscal Year 2001), ACS reimbursed Rosalie Hall
$760,020 for providing services to 78 individuals in its Maternity Residence Program. In addition,
Rosalie Hall received $33,237 from ACS for its Independent Living Skills Program, an educational
program for individuals in its care who are at least 14 years of age.

Rosalie Hall generally complied with the provisions of its child care agreement with regard to
those promulgated announcements and regulations contained in the New York State Standards of
Payment and the City’s CWA Foster-Care Reimbursement Bulletin No. 92-5 and applicable
amendments. It had an adequate system of internal controls over the recording and reporting of its
revenue, expenses, and days-of-care. Thus, we were reasonably assured that Rosalie Hall’s internal
controls over its operations were sufficient and operating as prescribed by management. However, for
the period July 1, 2000, to June 30, 2001, Rosalie Hall received excess payments from ACS totaling
$34,126, but it under-billed ACS $13,022 for its Maternity Residence Program. As a result, Rosalie
Hall owes the City $21,104.
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In addition, Rosalie Hall included administrative costs totaling $37,596 that should not have
been charged to the Maternity Residence Program, based on New York State and ACS regulations.
These expenses included fund-raising costs, the cost of dues to a representational organization,
undocumented auto insurance costs, audit fees not properly allocated, a staff Christmas party,
subscriptions, and a staff function not related to child care. Since our computed operating per diem rate
for Rosalie Hall still exceeded the maximum per diem rate after we recalculated program costs, no
recoupment of funds is warranted. (See Appendix I for Rosalie Hall’s computed per diem rate, as
audited.)

We recommend that Rosalie Hall remit $21,104 in excess funding to the City, and include only
those expenses allowed in the New York State Standards of Payment for Foster Care of Children
and the CWA Foster-Care Reimbursement Bulletin No. 92-5 and applicable amendments on its
Report of Actual Expenditures DSS-2652. In addition, we recommend that ACS ensure that Rosalie
Hall complies with the report’s recommendations.

ACS, which also responded on behalf of Rosalie Hall, stated that both agreed with the audit’s
findings and recommendations.  ACS stated that Rosalie Hall agreed to repay ACS $21,104 and to
ensure that only allowable expenses are included on its Report of Actual Expenditures, DSS-2652.
ACS also stated that it notified Rosalie Hall officials of the repayment terms for the $21,104
assessment.

INTRODUCTION

Background

Rosalie Hall, Inc. (Rosalie Hall), at 4150 Bronx Boulevard in the Bronx, is a not-for-profit
organization that provides housing and maternity care through its Maternity Residence Program to
unwed pregnant women up to the age of 18 (or 21 if they are still in school). Child care providers are
reimbursed for expenses based on a per diem rate that is calculated based on a formula developed by
the New York State Office of Children and Family Services. The per diem 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 Administration for Children’s Services (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 applicable
amendments.

From July 1, 2000, to June 30, 2001 (Fiscal Year 2001), ACS reimbursed Rosalie Hall
$760,020 for providing services to 78 individuals in its Maternity Residence Program. In addition,
Rosalie Hall received $33,237 from ACS for its Independent Living Skills Program, an educational
program for individuals in its care who are at least 14 years of age.

Objectives
Our audit objectives were to determine whether Rosalie Hall:

• maintained adequate internal controls over the recording and reporting of its expenses,
revenues, and days-of-care;
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• was paid based on the appropriate per diem rate in accordance with the New York
State standards of payment and ACS regulations; and

• complied with certain promulgated announcements and regulations contained in the
New York State Standards of Payment and the City’s CWA Foster-Care
Reimbursement Bulletin No. 92-5 and applicable amendments.

Scope and Methodology

To achieve our audit objectives, we reviewed and abstracted the rules and regulations governing
foster care reimbursements in the New York State Standards of Payment and the CWA Foster-Care
Reimbursement Bulletin No. 92-5 and applicable amendments. We matched the revenue and
expenses recorded on Rosalie Hall’s general ledger and trial balance to the total amounts reported on its
certified financial statements.

We evaluated Rosalie Hall’s internal 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 Rosalie Hall’s organizational chart, and conducted a walkthrough of its
operations, documenting the results through written narratives and memoranda.

To verify whether the expenses Rosalie Hall charged to its foster care programs were accurate
and allowable, we obtained and reviewed Rosalie Hall’s Report of Actual Expenditures DSS-2652
and matched each reported expense item to the related account(s) in the general ledger and trial
balance. We selected a sample of expenses and traced them to documentation, such as invoices, petty
cash vouchers, and canceled checks. We also verified whether the salaries of Rosalie Hall personnel
were charged to the correct cost centers and programs and whether health insurance payments, pension
contributions, and social security payments were actually for employees assigned to Rosalie Hall’s
Maternity Residence Program.

We verified whether the revenue Rosalie Hall 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 general ledger and trial balance. To determine the accuracy
of the reported revenue, we traced the revenue to Rosalie Hall’s bank statements and ACS payment
records.

To determine whether Rosalie Hall reported its days-of-care accurately, we obtained the
Rosalie Hall Admission and Discharge Cards and Monthly Census Reports for Fiscal Year 2001 and
compared them to various ACS documents.  In addition, we determined whether the payments made
by ACS to Rosalie Hall matched the amounts billed by Rosalie Hall, and we determined whether ACS
made the proper reconciliation payments. Finally, we determined whether specific expenses charged to
the Rosalie Hall contract complied with New York State and ACS guidelines.

This audit was conducted in accordance with generally 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 York City Charter.
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Discussion of Audit Results

The matters covered in this report were discussed with officials from Rosalie Hall and ACS
during and at the conclusion of this audit.  A preliminary draft report was sent to Rosalie Hall and ACS
officials and was discussed at an exit conference on May 13, 2002.  On May 14, 2002, we submitted a
draft report to Rosalie Hall and ACS officials with a request for comments. We received a written
response from ACS on May 31, 2002. ACS, which also responded on behalf of Rosalie Hall, stated
that both agreed with the audit’s findings and recommendations. ACS stated that Rosalie Hall agreed to
repay ACS $21,104 and to ensure that only allowable expenses are included on its Report of Actual
Expenditures, DSS-2652. ACS also stated that it notified Rosalie Hall officials of the repayment terms
for the $21,104 assessment.

The full text of ACS’s comments is included as an addendum to this final report.

OFFICE OF THE COMPTROLLER
NEW YORK CITY

DATE FILED:  June 13, 2002
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FINDINGS AND RECOMMENDATIONS

Rosalie Hall generally complied with the provisions of its child care agreement with regard to
those promulgated announcements and regulations contained in the New York State Standards of
Payment and the City’s CWA Foster-Care Reimbursement Bulletin No. 92-5 and applicable
amendments. It had an adequate system of internal controls over the recording and reporting of its
revenue, expenses, and days-of-care. Thus, we were reasonably assured that Rosalie Hall’s internal
controls over its operations were sufficient and operating as prescribed by management. However, for
the period July 1, 2000, to June 30, 2001, Rosalie Hall received excess payments from ACS totaling
$34,126, but it under-billed ACS $13,022 for its Maternity Residence Program. As a result, Rosalie
Hall owes the City $21,104.

Advanced Days-of-Care
Overpayment of $34,126

For Fiscal Year 2001, Rosalie Hall received $760,020 in advances from ACS based on an
estimated per diem rate for an estimated number of days-of-care for the maternity residents under its
care.  From July 1, 2000 to December 31, 2000, ACS completed two reconciliations comparing
advances to Rosalie Hall’s monthly billing. ACS’s first reconciliation, which covered the three-month
period from July 1, 2000 to September 30, 2000, determined that Rosalie Hall was due $34,126,
which was paid on November 15, 2000. On March 8, 2001, ACS completed a six-month
reconciliation for the period July 1, 2000 to December 31, 2000, which resulted in Rosalie Hall
receiving $44,373 in additional funds from ACS. However, the six-month reconciliation did not take
into account the payment that Rosalie Hall had received on November 15, 2000. Consequently, Rosalie
Hall was overpaid $34,126.

Errors in Days-of-Care Reporting
Resulted in Rosalie Hall being
Underpaid by $13,022

Rosalie Hall incorrectly billed ACS for days maternity residents were absent without leave
(AWOL) in excess of the seven consecutive days allowed by City and State regulations. Rosalie Hall
overbilled ACS, and received payment totaling $8,002, for 57 such days. Rosalie Hall, however, did
not bill ACS for 150 AWOL days totaling $21,024, when the maternity resident did return to the facility
within the seven-day period. As a result, ACS owes Rosalie Hall $13,022 ($21,024-$8,002).

Adjustments to Program Costs not
Warranting Monetary Recoupments

Our review of Rosalie Hall’s reported expenses disclosed that $37,596 in administrative costs
should not have been charged to the Maternity Residence Program based on New York State and
ACS regulations. These expenses included fund-raising costs, the cost of dues to a representational
organization, undocumented auto insurance costs, audit fees not properly allocated, a staff Christmas
party, subscriptions, and a staff function not related to child care.

It should be noted that our computed operating per diem rate for Rosalie Hall still exceeded the
maximum per diem rate after we recalculated program costs. Therefore, no recoupment of funds is
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warranted. (See Appendix I for Rosalie Hall’s computed per diem rate, as audited.)

Recommendations

We recommend that Rosalie Hall:

1. Remit $21,104 in excess funding to the City.

2. Include only those expenses allowed in the New York State Standards of Payment
for Foster Care of Children on its Report of Actual Expenditures DSS-2652.

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

We recommend that ACS:

4. Ensure that Rosalie Hall complies with the report’s recommendations. ACS should issue
a written notice to Rosalie Hall requiring that these recommendations be implemented
and that Rosalie Hall returns $21,104 in excess funding to the City.

ACS Response: ACS stated that Rosalie Hall agreed to repay ACS $21,104 and to
ensure that only allowable expenses are included on its Report of Actual
Expenditures, DSS-2652.  ACS also stated that it notified Rosalie Hall officials of the
repayment terms for the $21,104 assessment.
















