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THE CITY OF NEW YORK
OFFICE OF THE COMPTROLLER
1 CENTRE STREET
NEW YORK, N.Y. 10007-2341

WILLIAM C. THOMPSON, JR.
COMPTROLLER

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 Highbridge Advisory Council’s compliance with
certain financial provisions of its contract with the Administration for Children’s Services
(ACS).

The results of our audit, which are presented in this report, have been discussed with ACS
officials, and their comments have been considered in the preparation of this report.

Audits such as this provide a means of ensuring that City resources are used effectively,
efficiently, and in the best interest of the public.

I trust that this report contains information that is of interest to you. If you have any questions
concerning this report, please e-mail my audit bureau at audit@comptroller.nyc.gov or telephone
my office at 212-669-3747

Very truly yours,

i@ Thorpar ),

William C. Thompson, Jr.

WCT/fh

Report: MEO04-073A
Filed: December 16, 2004



Table of Contents

AUDIT REPORT IN BRIEF ... 1
Audit FINAINGS aNd CONCIUSIONS .......ccuiiiiiieiiiicee et 1
AUt RECOMMENUATIONS.......eiviiiieiieiie ettt n e 2
Ol =T 010 1 U UPR PR 2

INTRODUGCTION ...ttt ettt b e e e et e e e e e e b e e s ne e e be e s nneenneeanneennee e 3
B F T (o | (01U oo USRS 3
ODJECTIVES ...tttk b et bbbt bt b et e et b e bbbt n e 3
Yoo oL I T Lo BN\ (=11 T T[] (o]0 YA 3
DisCuSSION OF AUCIT RESUIES........c.viiiiiiiieiic s 4

FINDINGS AND RECOMMENDATIONS. ... .ot 5
ACS Has Not Made a Decision On Highbridge’s Proposed Cost-Allocation Plan.................... 5

RECOMMENUALIONS. ..ot 7
ACS Has Not Ensured That Highbridge’s Annual Audit Reports Meet ACS Standards........... 7

ACS Did Not Ensure That Highbridge Reported The Full Salary Support CACFP

Contributed To the Child-Care Program..........cccccecieiieiiiiesieeie e 8

ACS Did Not Ensure That Highbridge’s Reporting and Use of Private Tuition Funds Met

ACS SEANTAITS ...ttt bbbt bbb 9

RECOMMENUALIONS ...ttt bbbt nn e 10

ADDENDUM

Office of New York City Comptroller William C. Thompson, Jr.



The City of New York
Office of the Comptroller
Bureau of Management Audit

Audit Report on the Highbridge Advisory Council’s
Compliance with Certain Financial Provisions of Its Contract
With the Administration for Children’s Services

MEO04-073A

AUDIT REPORT IN BRIEF

This audit determined whether the New York City Administration for Children’s Services
(ACS) ensured that the revenues and expenditures of the Highbridge Advisory Council Family
Services, Inc. (Highbridge) were properly reported and whether Highbridge’s private tuition fees
were calculated, reported, and used in compliance with ACS guidelines. Highbridge is a non-profit
community service organization that provides educational and child-care services to infants and
children in eight child-care centers and 73 family child-care homes (small facilities located in
private residences) in the Bronx. In addition to the funds it receives for child-care services from
ACS, Highbridge also receives funding from other sources for its Special Education, Universal
Pre-Kindergarten, and Head Start programs.

During Fiscal Year 2003 (July 1, 2002, to June 30, 2003), Highbridge was under contract
with ACS to provide child-care services for 1,091 children in its child-care centers and for 222
children in family child-care homes. To provide those services, ACS budgeted $8,227,608 for
Highbridge. In addition, Highbridge received $1,021,569 from the New York State Department of
Health (NYSDOH) Child and Adult Care Food Program (CACFP) to operate the nutrition
programs at the child-care centers and family child-care homes.

Audit Findings and Conclusions

ACS did not adequately ensure that Highbridge’s revenues and expenditures were properly
reported or that Highbridge’s private tuition fees were reported and used in compliance with ACS
guidelines. ~ ACS has neither made decisions on Highbridge’s cost-allocation plan and
administrative salary pool nor ensured that Highbridge’s independent auditors have complied with
ACS audit guidelines concerning the schedules and information that must be included in the
annual audit reports. Further, although Highbridge properly calculated the private tuition fees it
charged parents, Highbridge generally did not use private tuition fees to enhance its child-care
programs as required and transferred most of its private tuition funds to other accounts. These
weaknesses prevent ACS from determining the appropriate level of financial support for
Highbridge and increase the risk that funds may be misappropriated.
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Due to a variety of management control concerns relating to a deficit of about $2.6 million
as of June 30, 2002, the previous executive director of Highbridge was terminated by the
Highbridge board in November 2002. In addition, several members of the Highbridge board were
replaced. While there is evidence of a renewed commitment to management controls at
Highbridge and of an increased ACS involvement in monitoring the financial operations of this
sponsor, ACS has not resolved key cost allocation and reporting issues that would help ensure the
presence of sound financial practices at Highbridge.

Audit Recommendations

To address these issues, the audit makes seven recommendations, among them that ACS:
e Expedite its review of Highbridge’s cost-allocation methodology.

e Establish a cost-allocation methodology for sponsors of multiple centers with multiple
programs and funding streams.

e Expedite its review of Highbridge’s administrative salary pool.

e Issue guidance on the use of administrative salary pools.

e Ensure that the annual audit reports for Highbridge contain all the required schedules,
including information relating to CACFP salary contributions and the receipt and use of

private tuition fees.

ACS Response

On November 8, 2004, we submitted a draft report to ACS officials with a request for
comments. We received a written response from ACS officials on November 23, 2004. In their
response, ACS officials generally agreed with the audit’s findings and recommendations.

The full text of the ACS response is included as an addendum to this report.
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INTRODUCTION

Background

The Highbridge Advisory Council Family Services, Inc. is a non-profit community service
organization that provides educational and child-care services to infants and children in eight
child-care centers and 73 family child-care homes in the Bronx. Founded in November 1969 with
one center, Highbridge experienced rapid growth between June 1993 and September 1996,
sponsoring six additional centers. Highbridge added an eighth center in July 2001. Highbridge
operates with a central office administrative staff, as well as with center-based classroom and
support personnel. In addition to the funds it receives for child-care services from the
Administration for Children’s Services, Highbridge also receives funding from other sources for
its Special Education, Universal Pre-Kindergarten, and Head Start programs.

During Fiscal Year 2003 (July 1, 2002, to June 30, 2003), Highbridge was under contract
with ACS to provide child-care services for 1,091 children in its child-care centers and for 222
children in family child-care homes. To provide those services, ACS budgeted $8,227,608 for
Highbridge. In addition, Highbridge received $1,021,569 from the New York State Department of
Health Child and Adult Care Food Program to operate the nutrition programs at the child-care
centers and family child-care homes.

Obijectives
The objectives of this audit were to determine whether ACS ensured that Highbridge’s

revenues and expenditures were properly reported and whether Highbridge’s private tuition fees
were calculated, reported, and used in compliance with ACS guidelines.

Scope and Methodology

This audit covered the period from July 1, 2002 to June 30, 2003 (Fiscal Year 2003).

To understand Highbridge’s responsibilities, we interviewed ACS officials and reviewed
ACS’s administrative advisories for child-care programs and its contract with Highbridge. To
understand Highbridge’s operations, we interviewed Highbridge officials, conducted walk-
throughs, and reviewed its financial statements and related records.

To determine whether Highbridge properly allocated its costs among its child-care
programs, we reviewed its cost-allocation plan, its administrative salaries, and its 23 bank
accounts.

To determine whether Highbridge was properly reporting to ACS the CACFP funds it
received for salaries, we reviewed the ACS and CACFP budgets for Highbridge, Highbridge’s
reports to ACS, and Highbridge’s actual service and administrative staffing levels for this
program.

To determine whether Highbridge properly calculated, reported, and used the private
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tuition fees it collected, we reviewed its fee schedule, cash receipts, attendance records, bank
statements, and general ledger. We also reviewed its uses of private tuition fees to determine
whether they were in compliance with the guidelines set forth in the ACS Administrative Advisory
for Private Tuition Payments in Publicly-funded Child Care Programs.

We also reviewed the last five years of annual audit reports prepared by Highbridge’s
independent auditor to determine whether the reports contained the schedules and information
required by the ACS audit 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 audit responsibilities of the
Comptroller, as set forth in Chapter 5, 8 93, of the New York City Charter.

Discussion of Audit Results

The matters covered in this report were discussed with ACS officials during and at the
conclusion of this audit. A preliminary draft report was sent to ACS officials on October 8, 2004,
and was discussed at an exit conference held on October 28, 2004. On November 8, 2004, we
submitted a draft report to ACS officials with a request for comments. We received a written
response from ACS officials on November 23, 2004. In their response, ACS officials generally
agreed with the audit’s findings and recommendations.

The full text of the ACS response is included as an addendum to this report.
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FINDINGS AND RECOMMENDATIONS

ACS did not adequately ensure that Highbridge’s revenues and expenditures were properly
reported or that Highbridge’s private tuition fees were reported and used in compliance with ACS
guidelines. ~ ACS has neither made decisions on Highbridge’s cost-allocation plan and
administrative salary pool nor ensured that Highbridge’s independent auditors have complied with
ACS audit guidelines concerning the schedules and information that must be included in the
annual audit reports. Further, although Highbridge properly calculated the private tuition fees it
charged parents, Highbridge generally did not use private tuition fees to enhance its child-care
programs as required and transferred most of its private tuition funds to other accounts. While
Highbridge maintains separate bank accounts for its different programs, it regularly transfers funds
from these accounts to pay current expenses without regard for the intended use of the funds.
These weaknesses prevent ACS from determining the appropriate level of financial support for
Highbridge and increase the risk that funds may be misappropriated.

There have been considerable changes at Highbridge over the last 10 years. Between 1993
and 2001, Highbridge expanded from sponsoring one day care center to sponsoring eight.
Highbridge assumed responsibility for the additional centers at the request of ACS. Due to a
variety of management control concerns relating to a deficit of about $2.6 million as of June 30,
2002, the previous executive director of Highbridge was terminated by the Highbridge board in
November 2002. In addition, several members of the Highbridge board were replaced. While
there is evidence of a renewed commitment to management controls at Highbridge and of an
increased ACS involvement in monitoring the financial operations of this sponsor, ACS has not
resolved key cost allocation and reporting issues that would help ensure the presence of sound
financial practices at Highbridge.

ACS Has Not Made a Decision
On Highbridge’s Proposed
Cost-Allocation Plan

ACS has not made a decision on Highbridge’s proposed cost-allocation plan. A cost-
allocation plan is needed for Highbridge to comply with ACS’s Administrative Advisory for
Allocating Costs in a Publicly-funded Child Care Program and with Section 5.3 of its contract
with ACS. The plan must fairly allocate expenses among the different programs that Highbridge
administers. Those programs include the ACS-funded child-care program as well as the Special
Education, Universal Pre-Kindergarten, and Head Start programs that are funded by other
government agencies. While ACS has reviewed the cost-allocation plan proposed by Highbridge
and has met with Highbridge officials on it, ACS has still not approved a cost-allocation plan for
Highbridge. As a result, ACS, as of October 28, 2004, had still not closed the Fiscal Year 2003
books for Highbridge.
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Highbridge’s proposed cost-allocation plan uses a ratio-value method* for its central office
staff and a units-of-service method® for certain center-based personnel. However, for teachers,
assistant teachers, teacher aides, group leaders, and assistant group leaders, programs are directly
charged for the actual hours worked. Occupancy costs are allocated either by using the ratio-value
method or by considering the number of classrooms used by each program. Other-than-personal-
services costs are charged directly to each program or are allocated based on the units-of-service or
ratio-value method.

ACS officials are concerned that Highbridge’s cost-allocation plan does not adequately
track salaries or offer a clear audit trail. They state that Highbridge’s allocation method also does
not consider relevant City regulations and guidelines (e.g., the Comptroller’s Directives). ACS
officials also state that Highbridge should consider using a time-allocation method for assigning
program costs to administrative staff. Such an allocation would reflect either the actual hours
worked or a percentage of the total hours worked that should be charged to ACS.

ACS and Highbridge are meeting regularly to resolve these issues. ACS and Highbridge
acknowledge that they are working on a budget prototype for sponsors of multiple child-care
centers with multiple programs and funding streams. However, it is incumbent on ACS to resolve
this matter in a timely manner.

Because the cost-allocation issues remain unresolved, ACS cannot accurately assess
Highbridge’s financial needs relative to the child-care services it provides. ACS must resolve the
cost-allocation issue to close the books on Fiscal Year 2003 and to determine the appropriate level
of financial support that it should be providing to Highbridge.

On a related matter, ACS has not made a decision on the appropriateness of Highbridge’s
administrative salary pool. Highbridge uses an administrative salary pool to fund salaries for its
central administrative unit. This unit was established in 1996 when Highbridge began sponsoring
its seventh center. The administrative salary pool at Highbridge consists primarily of salaries that
ACS budgeted for administrative positions to be located in the child-care centers but that
Highbridge uses to fund central office positions. In addition, some budgeted salaries for certain
program positions, such as group aides and cooks helpers, have also been assigned to the
administrative salary pool at Highbridge to help pay for central office positions. Although ACS
has not issued guidance on the use of administrative salary pools, it reviews the positions that are
included in these pools. ACS has not approved the positions that Highbridge has assigned to its
administrative salary pool. Until ACS makes a decision on Highbridge’s administrative salary
pool, ACS is less able to ensure that Highbridge’s spending on central office positions does not
negatively impact administrative and program operations in the child-care centers.

! The ratio-value method uses operating costs as the basis for allocating administrative costs. The expenses
are allocated to programs based upon the ratio of Highbridge’s administrative costs to its total operating
costs. Highbridge states that it adheres to the ratio-value method of allocation promulgated by the New York
State Education Department.

% The units-of-service method is a workload measure by which programs are evaluated and proportionate
shares of costs are determined. The units of service relate to the number of attendance days and care days
provided by the program during the fiscal year.
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The allocation of costs among multiple programs and the use of administrative salary pools
by sponsors of multiple centers are not new issues. Until ACS resolves these issues, it will
continue to be unable to accurately evaluate Highbridge’s financial position to determine the
appropriate level of funding. In addition, the lack of a resolution of these issues increases the risk
that ACS funds for Highbridge could be misappropriated.

Recommendations
1. ACS should expedite its review of Highbridge’s cost-allocation methodology.

ACS Response: “ACS has completed its review of Highbridge’s cost allocation
methodology and has accepted the cost allocation plan covering the period Fiscal Year
2003 and Fiscal Year 2004. The plan, which was developed by a reputable CPA firm, is
based on GAAP standards. However, ACS is currently reviewing Child Care cost
allocation guidelines. After ACS reviews and approves the guidelines it will require all
sponsors to review their cost allocation plans and make modifications to insure compliance
with the revised ACS cost allocation guidelines.”

2. ACS should establish a cost-allocation methodology for sponsors of multiple
centers with multiple programs and funding streams.

ACS Response: “ACS is currently in the process of developing a cost allocation
methodology that is more comprehensive and descriptive than its previous cost allocation
guidelines.”

3. ACS should expedite its review of Highbridge’s administrative salary pool.

ACS Response: “Guidelines for the administrative salary pool are being developed as part
of the cost allocation policy.”

4, ACS should issue guidance on the use of administrative salary pools.

ACS Response: “Once the cost allocation policy and guidelines are finalized, ACS will
notify and distribute the plan to contractors.”

ACS Has Not Ensured That Highbridge’s
Annual Audit Reports Meet ACS Standards

Each year ACS distributes audit guidelines to the child-care centers. These guidelines
include specific instructions on how to present certain information in the annual audit reports
required by ACS. The guidelines require, among other things, that Highbridge’s independent
auditor include in the annual audit report a schedule entitled *“Statement of Revenues and
Expenditures—Budgeted & Actual.” The guidelines show how information concerning ACS and
CACEFP revenue and expenditures should be presented on this schedule. The guidelines also
require that the independent auditor provide information on the receipt and use of private tuition
fees. However, Highbridge’s audit reports for Fiscal Years 1999 through 2003 neither provided
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the required Statement of Revenues and Expenditures—Budgeted & Actual schedule nor reported
on the receipt and use of private tuition fees. Because ACS did not ensure that these requirements
were fulfilled, ACS was less able to accurately evaluate Highbridge’s financial position to
determine the appropriate level of funding. In addition, Highbridge’s underreporting of this
revenue increased the risk that these funds could be misappropriated.

ACS Did Not Ensure That Highbridge Reported
The Full Salary Support CACFP Contributed
To the Child-Care Program

Highbridge receives U.S. Department of Agriculture CACFP funds through the New York
State Department of Health to support its nutrition program. For Fiscal Year 2003, NYSDOH
budgeted $1,201,569 in CACFP funds for Highbridge. Of this amount, as shown in Table I below,
CACFP budgeted $185,186 to pay a portion of the salary expenses for food service and related
administrative work. However, ACS’s budget for Highbridge only anticipated a CACFP salary
contribution of $61,895. Because ACS did not ensure that Highbridge’s annual audit report
provided information on CACFP’s salary contributions to Highbridge, ACS was unaware that
Highbridge had received more than $123,000 in additional salary support through CACFP.

Table |
CACEP Salary Contribution to Highbridge Not Reported to ACS
(1) () ©)

CACFP Budget for | ACS Budgeted CACFP Salary

Salary Expenses at Amount for CACFP | Contribution Not

Highbridge Salary Contribution | Reported to ACS

to Highbridge (Col.1-Col. 2)

Child-Care Centers
Cooks/Cooks Helpers $75,675 $61,895 $13,780
Administrative $20,870 0 $20,870
Admin. Salary Pool $60,697 0 $60,697
Sub-total $157,242 $61,895 $95,347
Family Child-Care
Homes
Administrative $12,781 0 $12,781
Admin. Salary Pool $15,163 0 $15,163
Sub-total $27,944 0 $27,944
Total $185,186 $61,895 $123,291

When ACS prepares the budget for a child-care center, it includes a budget line for the
CACEFP salary supplement that NYSDOH pays. This budget line, known as the sponsor’s share,
reduces ACS’s salary reimbursement to Highbridge. When ACS completes this budget line, it
only includes food service positions (cooks and cooks helpers) in the calculation. ACS officials
stated that they use a formula that is applied to the budgeted amount for food service salaries to
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estimate the amount of the CACFP salary contribution. However, at Highbridge, CACFP funds
also support salaries for food-service-related administrative work. Because ACS did not estimate
and Highbridge did not report CACFP’s contribution for administrative salary expenses relating to
the food service program, ACS overpaid Highbridge for these costs.

Each child-care center has a bookkeeper who, among other things, performs the record-
keeping required by the CACFP program. Highbridge also maintains, at one of its centers, support
staff for its family child-care homes. These employees are also funded in part by CACFP. The
family child-care support staff consists of a coordinator, two assistant coordinators, and one
bookkeeper. In addition, as noted above, Highbridge maintains a central administrative unit to
help support its eight child-care centers. Highbridge transfers some of the administrative duties,
typically done at the child-care centers, to this central unit. To pay the salaries of the central
administrative unit staff, Highbridge created an administrative salary pool. However, the annual
audit report for Highbridge does not inform ACS about the CACFP funds provided for either the
administrative positions at the centers or those transferred from the centers to the central
administrative unit. Because ACS did not ensure that Highbridge’s annual audit report fully
informed ACS about the salary support provided by CACFP, ACS was not in a position either to
accurately determine the appropriate level of financial support for Highbridge or to ensure that the
funding for Highbridge was appropriately spent.

ACS Did Not Ensure That Highbridge’s
Reporting and Use of Private Tuition Funds Met
ACS Standards

ACS did not ensure that Highbridge reported and used private tuition funds properly.
Highbridge provides child-care services to some private students—children whose parents do not
qualify for ACS-subsidized child-care. The parents of these children pay the full cost of tuition in
private fees. ACS’s Administrative Advisory for Private Tuition Payments in Publicly-funded
Child Care Programs requires that private tuition funds be used to enhance child-care programs
(by paying, for example, for field trips or for the replacement of program equipment and supplies)
and that any other use of these funds be approved in advance by ACS.

In Fiscal Year 2003, Highbridge collected $20,659 in private tuition fees. However, it only
expended $4,112 of those fees to enhance the child-care program. Furthermore, as of June 30,
2003, there was a cumulative ledger balance of $134,642 for the private tuition fund. However,
only $1,696 of this amount was available in a separate bank account. Highbridge inappropriately
transferred about $133,000 from its private tuition bank account to other accounts and therefore
did not use this money to provide enhancements to its child-care program. For example, during
Fiscal Year 2003, Highbridge transferred $19,500 from its private tuition bank account to its
payroll account to pay regular salaries. There is no evidence that ACS approved any of these
transfers. Because ACS did not ensure that Highbridge’s annual audit report for Highbridge
provided information about its receipt and use of private tuition funds, ACS was not in a position
to adequately monitor Highbridge’s use of these funds to ensure that they were only spent to
enhance child-care programs.
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Recommendations

5. ACS should ensure that the annual audit reports for Highbridge contain all the
required schedules, including information relating to CACFP salary contributions
and the receipt and use of private tuition fees.

ACS Response: “Audit Guidelines for each fiscal year clearly delineate the schedules that
are required to be included in the year-end audit. Specific Exhibits for each and every
schedule are also included in the Audit Guidelines. If any audit report does not contain all
the required schedules, including CACFP information, the program is notified accordingly
and the audit report is classified as Incomplete/Unacceptable until the requisite schedules
are provided. The Audit Guidelines require that the auditor receive written representation
from the agency that they have provided to the auditor all the private tuition books of
accounts. If there are no private tuition funds, a note so stating is required in the audit
report.”

6. ACS should routinely obtain information from NYSDOH on its CACFP
contributions to ACS-sponsored day care centers. ACS should use this information
to verify the accuracy of the day care centers’ annual audit reports.

ACS Response: “ACS will contact New York State Department of Health (NYSDOH) and
request CACFP salary information for Fiscal Year 2004. If NYSDOH complies with our
request, ACS will make every effort to use this information to verify the accuracy of the
day care center’s audit reports.”

7. ACS should consider withholding payments to Highbridge relating to the
independent auditor’s fees for audit reports that do not contain all of the required
schedules and information.

ACS Response: “ACS Child Care Disbursement and Audit areas plan to meet to discuss a
policy for the withholding of audit fees for programs with audit deficiencies.”

10
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ADMINISTRATION FOR CHILDREN'S SERVICES
FINANCIAL SERVICES

% 150 William Street - 10™ Floor
gr W New York, NY 10028 :

)/' JOHN B. MATTINGLY SUSAN NUCCIO
I' Commissioner Depuny Commissioner

November 23, 2004

Mr. Greg Brooks

Deputy Comptroller

Policy, Audits, Accountancy & Contracts

The City of New York Office of the Comptroller
Execcutive Offices

I Centre Street, Room 1100

New York, New York 10007-2341

Re:  NYC Cormnptroller’s Draft Report ME04-073A
Audit of Highbridge Advisory Council's Compliance
With Certain Financial Provisions of its Contract

With the Administration for Children’s Services

Dear Mr. Brooks:
Thank vou for sharing with us the Draft Report for the above captioned audit.

Attached is our response to your recommendations and appropriate Audit Implementation
Plans (APs). ACS looks forward to working with your office to improve the delivery of
services to the children of the City of New York.

If you have any questions, please do not hesitate to contact me.

Sincerely.

Susan Nuccio

Attachments

- Addendiuny
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City of New York Office of the Comptroller

Audit Report of the Highbridge Advisory Couneil’s Compliance
With Certain Financial Provisions of Its Contract With The
Administration for Children’s Services

Audit Number MEQ4-073A

Administration for Children’s Services (ACS)

Response to Recommendations
November 23, 2004

Recornmendations 1 and 2 ‘
ACS has completed its review of Highbridge's cost allocation methodology and has accepted the
cost allocation plan covering the period Fiseal Year 2003 and Fiscal Year 2004.

The plan, which was developed by a reputable CPA firm, is based on GAAP standards.
However, ACS is eurrently reviewing Child Care cost allocation guidelines. After ACS reviews
and approves the guidelines it will require all sponsors to review their cost allocation plans and
make modifications to insure compliance with the revised ACS cost allocation guidelines.

Recommendations 3 and 4

Guidelines for the administrative salary pool are being developed as part of the cost allocation
policy. Once the cost allocation policy and guidelines are finalized, ACS will issue them to itg
contractors.

Recommendation 5

Audit Guidelines for each fiscal year ¢learly delineate the schedules that are required to be
included in the year-end audit. Specific Exhibits for each and every sehedule are also included in
the Audit Guidelines. 1f any audit report does not contain all the required schedules, including
CACFP information, the program is notified accordingly and the audit report is classified as
INCOMPLETE/UNACCEPTABLE until the requisite schedules are provided.

The Audit Guidelines require that the auditor receive written representation from the agency that
they have provided 10 the auditor all the private tuition books of accounts. If there are no private
tuition funds, a note so stating is required in the audit report.

Recommendation 6

ACS will contact New York State Department Of Health (NYSDOH) and request CACFP salary
information for Fiscal Year 2004, If NYSDOH complies with our request, ACS will make every
effort to use this information to verify the accuracy of the day care center’s audit reports.

Recornmendation 7

The schedules ACS uses to monitor and close out child care are an addenda to the Federal OME
Circular A-133 requirements. In the event that the audit report is submitted and does not contain
all of the required schedules and information requested in the Audit Guidelines, it is classified
INCOMPLETE/UNACCEPTABLE and the program is notified of the deficiency(ies) in writing.

ACS Child Care Disbursement and Audit areas plan to meet to discuss a policy for the
withheolding of audit fees for programs with audit deficiencies.



Adderdiim

Page 3 of 9

"SI [IPING UOIEI0)|E 1502 §OV PIstaal

211 YU IOUCIIAIEIOD ITSUL O] SUCGHEST PO

INEW PUE suR{d UCTIEIO|R 1SO3 AI3L] MILAZT O)
siosuads (e annbal | 11 sewmiapms ay) saacadde
PUE SMALADN SOV J21Y SIURPNG Uoedo][R

1802 a1e7) Pl Sulmataal AUaUnd § §OY
13ABMOH CSPIRPURIS JYWW D U0 PIsE S| WU VD
siqemdal g Ag padolaaap sem ym ‘uejd sy

FOOT 1834, [BISL PUB 00T
Iwax 1ease] pouad 1)) Suuaaoo ueld uonean|e

1502 24] paydasoe sei pue AZO[OPOIIU UOTRIO|E

FOM O/F0 Jostiayg Lpar | 1502 5, 38pUqUSTH Jo Maladl s)T pate[diuos sey SOy
LU LUVLS NOSAHId NAMVL 341 0L
SLNAWINOD NOLLV.LNAWNDO0d SHLV HTHISNOISHY SHNOLLY JALLOAHHOD

Sunurel) pur ‘enuaady 198png IAUCISSILIIIG) JURSISSY ‘[JodmRys Apnyf
MBI PRaLLAIL]) PIIYD SOV JOUMSSILIWGT) JNRID0SSY 93T AL SHINYN SYADVNYIN A THISNOdS T4

LY

“ABOJGpOYIAUL UoNa0| [B-1502 S aFpLquTL JO ma1aal sIEapadxa PIROYS SOV 1 # NOLLVANIWINODDY

VELGPIAIR CHAIIWON LIANY
SHOAYMAS SNTHITIHD 40 NOLLVALSTNENGY AHL HLIA LIVHLNOD SLI A0 SNOTSTAQHd TVIDNYNIA NIV EHAD FLLIAA
BINVITAINOD SCTHINNOD AHOSIAQY HDAITHEHSIH FHL 40 LIANY S HETTIOHEJINCGD ALLD MHOA MAN

NY'Id NOLL¥ LNAIR T4 1IN LIAOY SHDMAHES S.NTHOTIHD 404 NOLLVHLSINIINAY




Page 4 of 9

UOTIRDOTY
1507 uo Aosiapy
ANBISIUNEPY §OV SO/TE/ED

Jlosiwagg Apif

“satt|apng
uoE30[[E 1500 snotaoxd sy ueyl asduossar pue

JAISUAIAWOD JIOUL S1 161} ABO[OPOI3EE: FOIEI 1

¥ S TG0 997 Lu1ey | 1503 2 Burdoraanp jo ssaoo1d auy ut Apuanma st 5oy
. and JHY.LY NOSHAJ NIMVL 44 OL
SANAININGD NOLLY LNHINA200 SHLYA A THISNOJISEY SNOILDY SALLDHAEAOD

FuIte ) pue “anuaasy ‘198png 1ouoISsIILe Eﬂm_mmﬁ ‘Jjostuayg Apng

WELS PEal]RIe] PIND SOV LPUOGISSIUIWOT J1R[00SSY 00 ALET "HIWVN . SYADVNVIN A THISNOISTE

SIIEAI)S

Surpong pue swessod apdnyow yis s123usd aqdinw Jo siosuods 107 £80j0po1ialn woTZOOT|E-150 ¥ YSI[EIS3 PINOYS SOV (7 # NOLLYANTNINOITY

VELOFOAIN SHIHINNN LIdAY

SEOTAMAS SINTHATIHD ¥OAd NOLLVHLSINIWGY THL HLIAA LOVAINGD SLL A0 SNOISIAQYL TVIDNVNIA NEV.LHAD HLIAA
HONVITAIWOD SITIONNOD AHOSIAQY ADAMMAHIIH AHL 40 LIV S:TLTTORLANOD ALLD MH0OA MIN
_ NV1d NOLLY LNAWATAIAT LIV SAOTAYES SNAHATID J04 NOLLVHLSINIIAAY




Page 5 of 9

uonEIC]Y “Aarod
1507} U0 AIQSIADY JI00LAS [ uoneope Jsad A jo ked se padojasap Jurag
FALCNSITAIRY SOV ISUERTA] #1001 #3771 e [ood A1R[eS JATRNSILIPE M) 10§ SHUL3PING
ONH JAVAS NOSHAL NAMYL 3T 0L
SENAIWINOD NOLLYINAANDO0A SHLYd ATHISNOISHH SNOLLOV ZALLDTHAOD

SumuIe| 3 pue ‘anuasay] REpNE ISUDISSIUILIG,) (URISISSY “JJOIUALS Apn| ‘
HElS PRaH /1)) P SOV JBUOISSIUWIO)) 31R1D088Y 0] ALRT SJINYN SYADVNYIN A TAISNCIST Y

ood Lefes aanensupe s 98pUqyAIH Jo mataas Sit anpadxa pNoYs SOV 1f # NOLLVANZNNOOTY

VELOPOHIN THHIINAN LIANY
SHOTAHAS SINHHETIND €04 NOLEVHLSINIINGY THL HLIA LIVIAINOD SLI A0 SNOISIAQOY TVIDNVNIA NIVIIID HLIAA
AINYIILINOD SCTIONMROD AHOSTAGY IDUWHEHIIH AHL A0 LIANY SHATTORLAWOD ALID MHOA MEN
NVId NOLLYINIIWATdIKL LIGNY SHOIAYIS SINTHATIHD H04 NOLLVALSINIINGY




Addendum

Page 6 of 9

UOEso] Y
1807y ua L0STAPY

HjoanuRyg Apng

'SI0NIEAEIND
O] UE|d D11 2QIUSIP PUE AJUOUT [Ia §O)Y *pazijeu)

aAlRISIUNIPY SO ECATO SOIEOST 0 a2 AueT | ae somfapind pue Amjod UOnEdOfE 1500 211 33U
. (INA JAVLS NOSHAJ NAXMV.L A4 O.L
SINAIKINGD NOLLY INJTINND OO SLLvd ATHISNOJSHY SNOLLDY HALLDIHHOD

Junue[y pue “anuasdy “1RIpng ISU0TSSIILWO.) JUBISISSY “JJOOHLISIS Apnf
HEIS PEaHare]) PIID SOV JSUOISSIIIOT 1RID0SEY 22T AR :HIWVN (SHADYNYIN A TFISNOISTH

"speod AIR|ES SALBAISIHIKIDE JO 3SN 3} U0 23URPING aNss] PIIOYS SOV F # NOILLVANTININOIT Y

VELO-FOIIN “HHENNAN 1INV
SADIAYES SNIUATIHD 304 NOLLVELSININAY FHL HLTAA LOVHLNOD SLI A0 SNOISIACAd "IFIONVYNLL NIVLA1D Hils
FONVI'TIINOD S TIONNOD AJOSTAQY HOITAEHDIH AHL A0 LIGNY ST TTOYLINGD AL MHOA MAN
N¥ R NOLLVINAWA N LIANY SEDIAYES SINTIATHD 404 NOLLVY.LSINIINGY




Page 7 of 9

spoday

asuerpdwoy
[E081,] PUE MITAIY

npy 30080V
IO 1722

“Hodas ypruz an) m parmbar si Sunes
0% 0U ¥ *Spuny uonm ajeand ou ale sxmy; §

“SIUTIOD3. JO £004 UAIM]

ayealicd ay) [je 101pnE a1) o1 papiaoad saey Ay
181} £ousse aU7 wol] voneuasadal us)Lum A1)
IOPpNE 21 T8Y] 35mbar sauyapan pny a,

‘Pepraard are sanpayos

s1ismbay aj (Hun ajqeidasseuryes(dioa

s& paiysse]a s1 podas yipne oy pue A[5w pioose
PR1N0U s1 wikeEoad sy uonrILOITT [0V )
Fuipnout ‘sampatas pannba oy [fe Greguo.

10u saop podaa pipne Aue j) saurepinn upey

Y3 GE PIPRIIT OS] 21T I[NPOYIS AL3Aa PUIE HOLI 10]
SNqUUxy poadg upne pua-resd o) ur papnjoin
3q 01 pakinbar ae 18y SA[NPaTDs A I[P

nupny pua-aa g | Sumuiue)y LD " PRUNIELTI[A] A[123]D 1234 |RISL] YRS 1O SIUYIPIO TPy
ONH LHVLS NOSHAd NAMY.L Ad 04
SINITINIKOD NOLLY LINAR2 00 SALVA JTHISNOJISHY SNOLLOY HALLOAHHOD

SIANALITNPRY J01211] "YSRAL WOL HINVN SHADVNYIN A THISNOISAY

'§22) woryng 21eAald jo asn pue sidiaoal sy pue SUOTING LIUOD R[S mmu,ﬂu 0] Sure[m
UOHEELIO UL JUIPpn2ul ‘sapnpagas pannbar s j1e urepos AFpUqyYSIE] 10] spodal upne fenuue sy IBU1 21NSU2 PINOYS §IV 16 # NOLLVONT WO YT

YELOFOIIN “HEHINNN LIdAY
SUDAYAS S:NFHUTIHD ¥0d NOLLVHLSINTIAQY THL HITA LOVHLNOD S11 40 SNOISIAOQM “TVIDNVNLL NEV.LEAD HLIAA
FINVITIINOD SSAIDNNOD AYOSIAQY ISATTIHOTH JHL 40 LIV S AT ITOULLNOD AL MHOA AN

N¥Id NOLLYINTWATSINT LEINY SADIAHAS SNAHATIHD HOJ NOLLVHLESINIIWAY




Addendun

Page 8 of 9

suaday npny
PUR HOOS AR oYy

aauggdioy
123S1,] pUe MaTAay]
NPy 30/80V
20321 ey

‘spodal upne s 191U 2183 £Tp AU Jo

ADRINDDE S AJTI3A O UGIBUICILL SI) 35N 0] H04]S
Aaaz §ew (v SOV sanbai o yum sajdwos
HOUSAN I 00T 122 4 [RISL] 20] UOLELLIO
Atees 430w 15anbal pue (HOQSAN) qIRaH

Paatanal uonewuc)y) | Fmnanue SO ¥ penaseyngy | 10 newieda 331G HI0 & MAN JEIE0D [{Ta S
N JAVLS NOSHHJ NAMY L 4 04
SINAWNOD NOLLY LNAIND0d S1Lvd T THISNOISTA SNOLLODY JALLDAUHOD

SRALATDT UPITY L013ad1(] "ysTam wo ] HNYN . SHIDVNVIN A THISNOJSTH

"S110d24 JIpNE [BNUUE 8 129020 210 KB Y] 30 K3RIMD3E AU AJUaA 0 UONBUWJIT STI]] 25T pINOYS Sy
12iUad 2103 LE) pAIosuads-g Oy 01 SUCUNGUIL0D JIDVD SIT U0 HOOS AN WO UGIERU0]ul UIBI0 ASUINOI PINCYS §3V ¢ # NOLLYCONTIRWODTE

. VELOFOA N AT INNN LI Y
SIDIAHUS SNAFATEHD 404 NOLLVULSININGY THI HLIAA LOVHINOD SLI 30 SNOISIAQN TVIDNVYNIA NIVEHED H.LIA
HONVTIdINOD SSTHINMOD AHOSIAGY ADATHUHOIH AHL A0 LIANV SHATIONLANOD ALLD MUHOA MAN

" NVTd NOLLYINAWATIINI LIAAY SIMARAS SNTHATID HO:H NOLLVEESINIINGY




Page 9 of 9

SWEEIQY 23BI0T]

aouerduon
|E3S1] PUB malnoy
npnY 30/S0V
1013221 MZeY

"SATIVAIL AP UPNE YN swieidoad o] 5330 phe jo
BuTpjoyya 241 Jof Aojod B sSnasip o] 193w oy uepd
SE2UE P PUE JUSLUSSINGSIC] 187 PIIT) SOV

Junim

us {524 JASUNNTAP DY} JO pA1THaU 1 weaFoad

Y pue FIEV LAdAIDVNNALE 1dNOONI
PATJISSE]D ST 31 *SAU[IPING 1PNy 31} 11

Paisanbal uorULIoJUL puE sajntpatyas pannbar any
JO ] UIBJGOD JOU S0P pue Papuurens s1 podan ipne
U B JURAS Y1 U4l siuRwannbal £f -y I8nansy
HIN0 TRIAP2,] A3 01 EPUIPPE HE 2B 2183 P[IYD

SO/C0 011 W OPRUBKBYNA | INO 2SO[D PUE JOHLOLL O) S3STL § )Y SHNPayds ot
anNd LAVLS NOSHH NEXV¥1 34 OL
SLNAWINOD NOLLVY.LNATWNDO0A SHLV( A THISNOISTY SNOLLDY dALLDTHHOD

S3DLATIS HPAY 101320 YS9 WO L "HINYN SHIDVNYW 2 TAISNOdSHY

"UQHRILIGJUT PUR SI[NpaYyas palnbas syl Jo B me0d jou
op 1ey) spodal Ipte sof 503) s 1apne wspuadapui o) 01 Fuilejpl 23puquaty 03 sjuawied SWPOYILA SPISU0D PIROYS §IV (L # NOLLYOINAWNOOT

VELO-FOAIN SHIHINNN LIANY )
SAMAHAS SINTAGTIHD 04 NOLLVHISINIINTY FHL HLIA LOVAENOD SLT 40 SNOISIAOHd TYIINYNIA NIVERAD HEIA
FONVIEENOD SCTIDNNOD AGOSTAQY ADATHIHDIH FH.L AQ LIANY 5.3 TI0HL4INOD ALLD HHOA sAN
N¥1d NOLEY LNA WA Td L LIGENY STHARAS SiINTHATTHD 304 NOLLVHLSENIINGY




