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To the Citizens of the City of New York 
 
 
Ladies and Gentlemen: 
 
In accordance with the Comptroller’s responsibilities contained in Chapter 5, §93, of the New 
York City Charter, my office has examined the compliance of the Association to Benefit 
Children with New York State standards of payment and City regulations. The Association to 
Benefit Children is a not-for-profit organization that provides foster care and other social 
services under agreements with the Administration for Children’s Services (ACS). 
 
The results of our audit, which are presented in this report, have been discussed with officials 
from the Association to Benefit Children and ACS, and their comments have been considered in 
preparing this report. 
 
These audits provide a means of ensuring that private concerns under contract with the City are 
complying with the terms of their agreements, properly reporting expenditures, and are receiving 
appropriate payments from the City. 
  
I trust that this report contains information that is of interest to you.  If you have any questions 
concerning this report, please contact my audit bureau at 212-669-3747 or e-mail us at 
audit@Comptroller.nyc.gov. 
 
Very truly yours, 

 
William C. Thompson, Jr. 
 
WCT/gr 
 
 
Report: FN05-060A 
Filed:  May 20, 2005 
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AUDIT REPORT IN BRIEF 
 
 The Association to Benefit Children (Association) is a not-for-profit organization that 
provides foster care services to children in its Foster Boarding Home, Special Needs Foster 
Boarding Home, and Agency Operated Foster Boarding Home programs under a contract with 
the Administration for Children’s Services (ACS).  Foster care providers are reimbursed for 
expenses based on a per diem rate.  For Fiscal Years 2000 and 2001 (July 1, 1999, through June 
30, 2001), ACS advanced the Association $5,759,750 ($2,805,457 for Fiscal Year 2000 and 
$2,954,293 for Fiscal Year 2001), for providing services to 404 individuals in its programs—329 
in its Foster Boarding Home, 31 in its Special Needs Foster Boarding Home, and 44 in its 
Agency Operated Boarding Home. 
 
 This audit assessed: the adequacy of the Association’s internal controls over expenses, 
revenues, and days-of-care; whether the Association was paid based on the per diem rate payments 
in effect for Fiscal Years 2000 and 2001; and compliance with State and City payment and 
reimbursement standards.  
 
Audit Findings and Conclusions 
 
 The Association to Benefit Children generally complied with promulgated announcements 
and regulations of the New York State Standards of Payment for Foster Care of Children and the 
City Foster-Care Reimbursement Bulletin No. 92-5.  The Association had an adequate system of 
internal controls over the recording and reporting of its expenses, revenues, and days-of-care.  
Moreover, the Association reported its days-of-care accurately, and was paid based on the 
appropriate per diem rates in effect for the audit period. 
 

However, for Fiscal Years 2000 and 2001, the Association owes the City a net of 
$139,682, due to advances by ACS that were estimates based on prior period per diem rates, and 
our disallowance of certain administrative and pass-through expenses. Specifically, for Fiscal 
Years 2000 and 2001, ACS advanced the Association $5,759,750 for providing 93,431 days-of-
care in its Foster Boarding Home; 9,396 days-of-care in its Special Needs Foster Boarding 
Home; and 2,037 days-of-care in its Agency Operated Boarding Home. Although the number of 
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days-of-care was reported accurately, the per diem rate applied to determine the advances was 
not always the same per diem rate in effect during the audit period.  Consequently, the 
Association is owed $2,732 for Fiscal Year 2000, and it owes ACS $142,414 for Fiscal Year 
2001. (See Appendices I through VI for our recalculation of per diem rates). 
 
 In addition, for Fiscal Years 2000 and 2001, the Association included $11,318 in 
expenses on its Report of Actual Expenditures DSS-2652 that should not have been charged to its 
foster care programs according to the promulgated announcements and regulations of the New 
York State Standards of Payment for Foster Care of Children and the City Foster-Care 
Reimbursement Bulletin No. 92-5.1  
 
Audit Recommendations 
 
 We recommend that the Association remit $139,682 in excess funding to ACS, and include 
only allowable program expenses in its Report of Actual Expenditures DSS-2652. In addition, we 
recommend that ACS recoup $139,682 from the Association, and ensure that it complies with the 
report’s other recommendation. 
 
 

INTRODUCTION 
 
Background 
 
 The Administration for Children’s Services (ACS) administers funds allocated through its 
annual contracts with voluntary child-care agencies and monitors those contracts.  The Association 
to Benefit Children, at 419 East 86th Street in Manhattan, is a not-for-profit organization that 
provides foster care services to children in its Foster Boarding Home, Special Needs Foster 
Boarding Home, and Agency Operated Boarding Home programs under an ACS contract. 
 

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 rate is limited to the Maximum State Aid Rate (MSAR) established by the New York 
State Office of Children and Family Services and ACS. In addition, these reimbursements are 
governed by the rules and regulations found in the New York State Standards of Payment, and the 
City Foster-Care Reimbursement Bulletin No. 92-5 and applicable amendments. Contract 
provisions, as well as the New York City Charter, grant the City Comptroller’s Office the right to 
audit and determine allowable contract costs, which are used to determine an adjusted per diem rate. 
 
 For Fiscal Years 2000 and 2001 (July 1, 1999, through June 30, 2001), ACS advanced 
the Association $5,759,750 ($2,805,457 for Fiscal Year 2000 and $2,954,293 for Fiscal Year 
2001), for providing services to 404 individuals in its programs—329 in its Foster Boarding 

                                                 
1 The recalculated operating per diem rate after deducting the disallowed expenses did not result in any 

recoupment of funds from the Associaton’s Foster Boarding Home and Agency Operated Boarding Home 
programs. For the Special Needs Foster Boarding Home program, our disallowances resulted in an audit 
recoupment amount of $940 (shown in Appendix V and included in the $139,682 assessment). 
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Home, 31 in its Special Needs Foster Boarding Home, and 44 in its Agency Operated Boarding 
Home. 
 
Objectives 
 
 The audit’s objectives were to determine whether the Association:   
 

• maintained adequate internal controls over recording and reporting of expenses, 
revenues, and days-of -care; 

 
• was paid based on the per diem rates in effect for Fiscal Years 2000 and 2001, and in 

accordance with the New York State Standards of Payment, ACS regulations, and 
accurate days-of-care data; and 

 
• complied with certain promulgated announcements and regulations in the New York 

State Standards of Payment, and the City Foster-Care Reimbursement Bulletin No. 
92-5 and applicable amendments.  

 
Scope and Methodology 
 

This audit covered the period July 1, 1999, through June 30, 2001 (Fiscal Years 2000 and 
2001).  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 for Foster 
Care of Children and the City Foster-Care Reimbursement Bulletin No. 92-5 and applicable 
amendments. We evaluated the Association’s internal control structure over expenses, revenues, 
and days-of-care for its foster care programs. To gain an understanding of its operations, we 
reviewed the Association’s Employee Manual and its organizational chart, and conducted a 
walk-through of its operations on December 28, 2004, documenting the results through written 
narratives and memoranda.  
 

Revenues and Expenses 
 

To determine whether all advances from ACS were correctly reported in the 
Association’s books and records, we matched each revenue amount to the corresponding amount 
from the ACS Payment Confirmation Sheets. In addition, we traced the amounts on the monthly 
ACS Notice of Payment records to corresponding deposits on the Association’s bank statements.  
 

To determine whether the expenses the Association charged to its foster care programs 
were accurate and allowable, we reviewed its Report of Actual Expenditures DSS-2652 and 
matched each expense item to the related accounts in its general ledger. We judgmentally 
sampled expenses (based on dollar amount and type of expense listed on the Association’s 
Report of Actual Expenditures DSS-2652) and traced them to corresponding documentation such 
as invoices, petty cash vouchers, and canceled checks. The sampled expenses amounted to 
$308,312 of $504,190 (61%) for Fiscal Year 2001, and $295,598 of $514,675 (57%) for Fiscal 
Year 2000.  
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We reconciled the salaries for foster boarding home employees reported in the 
Association’s ADP Master Control Report to the salaries reported in its general ledger for Fiscal 
Year 2000 and 2001. We determined whether the salaries for all 40 full time foster care 
employees were charged to the correct cost centers and were actually for employees assigned to 
foster care programs for April 2000. We determined whether the names of the employees and 
their salaries listed on the payroll register were correct, whether the timekeeping records 
supported the hours for which they were paid, and whether the salaries were in accordance with 
the Association’s Salary Recommendation Cards. Finally, we determined whether health 
insurance payments, pension contributions, and social security payments were charged to the 
correct programs. 
 

Although the results of the above tests regarding expenses are not projectable to all expenses 
for the audit period, they provided us a reasonable basis to assess the compliance of the Association 
with New York State and ACS regulations. 
 
 Days-of-Care 
 

To determine whether the Association reported its days-of-care accurately, we examined 
the care-days records for 100 (30%) of the 329 children served in the Foster Boarding Home 
during Fiscal Year 2000 and 2001, choosing every sixth child listed alphabetically beginning 
with the first child’s name. In addition, we examined care-days records for all 31 children in the 
Special Needs Foster Boarding Home, and all 44 children in the Agency Operated Boarding 
Home during the audit period. We obtained each Child’s Population Information form and 
corresponding case file for the audit period, and compared the dates and number of care-days 
reported on the Association’s Careday Certification Detail Report and Careday Analysis to 
ACS’s Comparison of Interim Reconciliation and Standards of Payment Report and Preliminary 
Yearend Reconciliation, to determine whether the Association billed ACS correctly. 
 

To determine whether the payments made by the Association to foster parents were in 
accordance with New York State Maximum State Aid Rates, we randomly sampled 16 (5%) of 
the 329 foster boarding home children and 14 (45%) of the 31 special needs foster boarding 
home children, and traced the amounts on the payment records to the amounts listed in the 
monthly Board Parent Check Register, canceled checks, Careday Certification Detail Report, 
and Careday Analysis.  In addition, we verified whether all 59 “Special/Exceptional” children in 
both the Foster Boarding Home and in the Special Needs Foster Boarding Home for the audit 
period had the required W-884 Special/Exceptional Care Authorizations from ACS. 
 

Although the results of the above tests regarding days-of-care are not projectable to all days-
of-care for the audit period, they provided us a reasonable basis to assess the Association’s 
compliance with New York State and ACS regulations. 
 
 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 audit responsibilities of the City 
Comptroller 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 Association and ACS officials 
during and at the conclusion of this audit. A preliminary draft report was sent to Association and 
ACS officials and was discussed at an exit conference on April 22, 2005. On April 27, 2005, we 
submitted a draft report to Association and ACS officials with a request for comments.  
 
 We received a written response from ACS on May 9, 2005. According to ACS officials, the 
Association agreed to reimburse ACS $139,682, in accordance with the audit’s first 
recommendation. ACS officials further stated that the second recommendations is not applicable 
since, effective July 1, 2004, the Association no longer has a foster care contract with ACS. 
 
 The full text of the ACS response is included as an addendum to this final report. 
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FINDINGS 
 
 The Association to Benefit Children generally complied with promulgated announcements 
and regulations of the New York State Standards of Payment for Foster Care of Children and the 
City Foster-Care Reimbursement Bulletin No. 92-5.  The Association had an adequate system of 
internal controls over the recording and reporting of its expenses, revenues, and days-of-care.  
Moreover, the Association reported its days-of-care accurately and was paid based on the 
appropriate per diem rates in effect for the audit period. 
 

However, due to advances by ACS that were estimates based on prior period per diem 
rates, and our disallowance of certain administrative and pass-through expenses, the Association 
owes the City a net of $139,682. 
 
Excess Advances over Expenditures Incurred  
 

For fiscal years 2000 and 2001, ACS advanced the Association $5,759,750 for providing 
93,431 days-of-care in its Foster Boarding Home; 9,396 days-of-care in its Special Needs Foster 
Boarding Home; and 2,037 days-of-care in its Agency Operated Boarding Home. While the 
number of days-of-care was reported accurately, the per diem rate applied to determine the 
advances was not always the same per diem rate in effect for the audit period.  Consequently, the 
Association is owed $2,732 for Fiscal Year 2000, and it owes ACS $142,414 for Fiscal Year 
2001. (See Appendices I through VI for our recalculation of per diem rates). 
 
The Association Claimed $11,318 in 
Administrative and Pass-through Expenses 
That Were Disallowed 
 

For Fiscal Years 2000 and 2001, the Association included $11,318 in expenses on its 
Report of Actual Expenditures DSS-2652 that should not have been charged to its foster care 
programs according to the promulgated announcements and regulations of the New York State 
Standards of Payment for Foster Care of Children and the City Foster-Care Reimbursement 
Bulletin No. 92-5. These expenses included: $4,189 for repairs and maintenance, subscriptions 
and publications, staff development, and publicity for which complete documentation was not 
provided; $1,604 for parochial school tuition; $1,430 in gifts to staff; $1,200 for a child’s prior 
year (1998) summer camp fee; $1,079 for fundraising expenses; $582 for fines and penalties; 
$553 for representational dues; and $380 pertaining to expenses not properly allocated. The 
remaining $301 in disallowed expenses pertained to Foster Boarding Home pass-through costs 
for Fiscal Year 2001.  
 
 Disallowances of reported expenses result in a recoupment of funds only if our final 
calculated operating per diem rates (actual expenses incurred/number of actual care-days 
provided) are less than the maximum per diem rates established by New York State. Our 
recalculated operating per diem rate after deducting the disallowed expenses did not result in any 
recoupment of funds from the Association’s Foster Boarding Home, and Agency Operated 
Boarding Home Program. However, for the Special Needs Foster Boarding Home, our 
disallowances resulted in an audit recoupment amount of $940. It should be noted that this 
amount is included in the $139,682 assessment discussed above. (See Appendices I–VI for our 
recalculation of the Association’s per diem rates.) 
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RECOMMENDATIONS 

 
 We recommend that the Association to Benefit Children: 
 

1. Remit $139,682 in excess funding to ACS. 
 

ACS Response: ACS officials stated that the Association “acknowledges this finding 
and agrees to reimburse ACS for FY 2001’s over-reimbursement.” 

 
2. Include only allowable program expenses in its Report of Actual Expenditures DSS-2652. 

 
ACS Response:  ACS officials stated that “Although the Association to Benefit 
Children’s practice is to include only allowable expenses in DSS-2652, controls will be 
implemented to check that all costs are allowable under NYS Standards of Payments 
Regulations before filing the SOP.” 

 
 
 In addition, we recommend that ACS: 
 

3. Issue a written notice to the Association requiring that it remit $139,682 in excess 
funding to ACS. 

 
4. Ensure that the Association complies with the report’s recommendations. 

 
ACS Response:  ACS officials stated that “The Association to Benefit Children was 
informed that ACS will make contact with them shortly regarding the recovery of the 
$139,682 overpayment.  A letter dated 05/05/05 was sent to the Association to Benefit 
Children’s Executive Director advising that they will be required to comply with the 
recommendations made in the New York City Comptroller’s audit report.” 

 


























