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EXECUTIVE SUMMARY 
 

EDWIN GOULD ACADEMY-RAMAPO UNION FREE 
SCHOOL DISTRICT 
REPORTING COSTS AND ENROLLMENTS FOR 
TUITION RATE-SETTING PURPOSES 

 
SCOPE OF AUDIT 

 
he Edwin Gould Academy-Ramapo Union Free School District (District) is 
located in Chestnut Ridge, Rockland County.  The District is one of 14 special 

act school districts in the State that were established by the Legislature to serve 
students with special needs, including those with behavioral and learning 
problems.  The costs incurred by the District in serving these students may be 
reimbursed by the students’ home school districts and the State on the basis of 
tuition reimbursement rates calculated by the State Education Department 
(Department).  These costs are reimbursable if they comply with the 
Department’s Reimbursable Costs Manual (Manual).  For the two school years 
ended June 30, 2001, about $12.7 million in costs were reported by the District.  
Students enrolled in the District are referred by New York City and State social 
services agencies. 

 
 Our audit addressed the following questions about the costs and enrollments 

reported by the District for the two school years ended June 30, 2001: 
 

• Were these costs reasonable, necessary and consistent with the Manual? 
 

• Did the District accurately report the student enrollments that were used 
by the Department in its calculation of tuition reimbursement rates?  

 

AUDIT OBSERVATIONS AND CONCLUSIONS 
 

e disallowed $221,726 of the costs reported by the District because the 
costs either were not eligible for reimbursement or were not adequately 

documented.  We also determined that the District did not accurately calculate 
and report its full-time equivalent enrollments to the Department.   
 
We examined a portion of the costs reported by the District for our two-year audit 
period.  We determined that, according to the Manual, $138,541 of these costs 
were ineligible for reimbursement.  For example, we disallowed about $32,621 
because either the costs related to activities not recognized as ordinary and 
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necessary for the approved educational program (such as a trip to a major 
amusement park in New Jersey at a cost of $11,372) or the costs are normally 
assumed by parents of students attending public schools (including $21,249 for 
yearbooks purchased for students).  We also disallowed $19,833 that the District 
paid for food and beverages served during various meetings and school 
functions because the Manual indicated that they were not eligible costs.  In 
addition, we disallowed, in accordance with the manual, $29,588 in retainer fees 
for legal services because the retainer fees exceeded the amount that would 
have been paid if the services had been paid for as they were provided.  (See pp. 
6-9) 
 
According to the Manual, costs will not be reimbursable if they are not adequately 
documented, and documentation for counseling services provided to students 
must specify both the names of the students receiving the services and the 
amount of time spent with each student.  However, the documentation 
maintained by the District for such services did not include this information.  
Rather, the District’s documentation indicated only the dates the services were 
provided and the number of hours provided each day.  We therefore disallowed 
$79,933 spent by the District for these services, and recommended that 
improvements be made in the District’s documentation practices.  (See pp. 9-10) 
 
State regulations specify the method to be used by the District to calculate the 
full-time equivalent enrollment that is reported to the Department and used to 
determine the District’s tuition reimbursement rates.  We found that this method 
was not always used by the District.  As a result, the enrollment figures reported 
to the Department during our audit period were generally overstated.  (See pp. 
13-14) 
 
We also found that improvements are needed in certain of the District’s internal 
controls, particularly its controls over equipment inventory. (See pp. 17-18) 
 
Our report contains detailed recommendations to both the Department and the 
District to improve the reporting of cost and enrollment data, and to improve 
District operating practices. 
 

COMMENTS OF DISTRICTS AND DEPARTMENT OFFICIALS 
 

istrict officials responded that they welcomed our audit recommendations, 
and they have commenced steps to implement changes where inappropriate 

procedures had been used.  Officials acknowledged that some operational 
weaknesses existed, but believe that the fiscal and programmatic integrity of the 
District has not been compromised.  Officials also stated that most of our report’s 
disallowances represented legitimate expenses within the context of the District’s 
unified residential school.  They believe that many of the costs in question were 
reasonable, necessary and consistent with the Manual.  Department officials 
agree with the four recommendations we addressed to them.  Most notably, the 
Department agrees with our recommendation to consider the disallowances 
identified in this report and take appropriate action. 
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INTRODUCTION 
 

Background 
he Edwin Gould Academy (Academy)-Ramapo Union Free 
School District (District) is located in Chestnut Ridge, 

Rockland County.  The State Legislature established the District 
through a special act.  The District is one of 14 special act 
school districts in the State that serve children with special 
needs, including those with behavioral and learning problems. 
The District serves the educational needs of the residents of the 
Academy, which is affiliated with the Edwin Gould Foundation, a 
national philanthropic organization.  Students are referred to the 
District by New York City or State social service agencies.  
There were 175 students enrolled in the District during the 
2001-2002 school year.  The following table summarizes the 
District’s reported expenditures for the period of our audit. 
 

Fiscal Year Personal Service Other Than Personal 
Service Total 

1999-2000 $3,621,301 $2,939,229   $6,560,530 
2000-2001 $3,341,789 $2,784,668   $6,126,457 

Total $6,963,090 $5,723,897 $12,686,987 
 

For each student placed in the District, the New York City 
Department of Education pays tuition based on rates 
established by the New York State Education Department 
(Department).  The rates, which must also be approved by the 
New York State Division of the Budget, allow the District to 
recover all costs considered reimbursable under the terms of 
the Department’s Reimbursable Costs Manual (Manual).  The 
tuition rates vary among special act schools, as they are based 
on the allowable costs incurred by each school in providing 
services that meet the educational needs of their students.  In 
addition, the tuition rates for the regular school year vary from 
the rates for summer sessions.  The State (through the 
Department) reimburses New York City for about 50 percent of 
the amount paid to the District. 
 
Section 305 of the State Education Law (Law) authorizes the 
Department to oversee and examine the operations of all 
institutions (including the District) that are subject to the 
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provisions of the Law.  The District’s financial statements must 
be audited annually by a certified public accountant.  The 
purpose of these audits is to determine whether the financial 
statements comply with generally accepted accounting 
principles.  The audits are not intended to determine whether 
the District’s costs are reasonable, necessary and consistent 
with the Manual.  The audited financial statements must be 
submitted to the Department along with other reports prepared 
by the District summarizing its student enrollment and its 
educational costs for the year.  Pursuant to the Law, the 
Department reviews these reports to determine the tuition rates 
to be charged to the students’ home districts.  
 

Audit Scope, Objectives and Methodology 
 

e audited the educational program costs and student 
enrollment data reported by the District to the Department 

for the period July 1, 1999 through June 30, 2001, which 
encompassed two school years.  The objectives of our financial 
compliance audit were to determine whether the reported costs 
were reasonable, necessary and consistent with the Manual, 
and whether the reported enrollments were accurate.  To 
accomplish these objectives, we reviewed District financial 
records and supporting documentation, and interviewed District 
management, District staff, and Department personnel.  In 
determining whether the reported costs complied with the 
Manual, we selected a judgmental sample of the expenditures 
reported by the District for each of the two school years covered 
by our audit.  In selecting expenditures for this sample, we took 
into account the materiality and relative risk of individual 
transactions.  Our audit addressed the educational costs 
considered by the Department in its establishment of tuition 
rates; it did not address the costs associated with the 
Academy’s residential program, because these costs are not 
reimbursed through the tuition rates established for the 
educational program. 
 
We conducted our audit in accordance with generally accepted 
government auditing standards.  Such standards require that we 
plan and perform our audit to adequately assess those 
operations of the District that are included within our audit 
scope.  These standards also require that we understand the 
District’s internal control structure and compliance with those 
laws, rules and regulations that are relevant to the District’s 
operations included in our audit scope.  An audit includes 
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examining, on a test basis, evidence supporting transactions 
recorded in the accounting and operating records, and applying 
such other auditing procedures as we consider necessary in the 
circumstances.  An audit also includes assessing the estimates, 
judgments and decisions made by management.  We believe 
that our audit provides a reasonable basis for our findings, 
conclusions and recommendations.  
 
We use a risk-based approach to select activities for audit.  We 
therefore focus our audit efforts on those activities we have 
identified through a preliminary survey as having the greatest 
probability of needing improvement.  Consequently, by design, 
finite audit resources are used to identify where and how 
improvements can be made.  Thus, little audit effort is devoted 
to reviewing operations that may be relatively efficient or 
effective.  As a result, our audit reports are prepared on an 
“exception basis.”  This audit report, therefore, highlights those 
areas needing improvement and does not address activities that 
may be functioning properly. 
 

Internal Control and Compliance Summary 
 

nternal controls are the integrated activities, plans, attitudes, 
policies, and efforts of the people of the organization working 

together to provide reasonable assurances that an organization 
will fulfill its mission.  They encompass a comprehensive system 
that helps an organization manage risk and enables its 
programs and administrative activities to operate efficiently and 
effectively.  An effective internal control system typically sets 
standards in five critical areas: control environment, information 
and communication, control activities, risk assessment, and 
monitoring.  Our evaluation of the District’s internal controls 
identified weaknesses that require prompt and substantive 
management attention.  We provide details of these matters 
throughout this report.  
 

Response of Department and District Officials to Audit 
 

e provided draft copies this report to Department and 
District officials for their review and formal comment.  We 

considered the District’s and the Department’s comments in 
preparing this report and have included them as Appendices B 
and D, respectively.  Our rejoinders to the District’s response 
are presented in Appendix C, State Comptroller’s Notes.  

I 
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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 to the Department, and 
where recommendations were not implemented, the reasons 
therefor.  We also request officials of the District to provide 
comments within 90 days advising what steps were taken to 
implement the recommendations contained herein to the 
District, and where recommendations were not implemented, 
the reasons therefor. 
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DISALLOWED COSTS AND COMPLIANCE 
DEFICIENCIES 

 
he Manual states that costs will be reimbursed if they are 
reasonable, necessary, sufficiently documented, and directly 

related to the educational program.  The Manual prescribes 
what costs are reimbursable and the related record keeping 
requirements (e.g., vendor invoices, receipts or time records).  
The Manual also states that costs will not be considered to be 
reimbursable upon field audit (by the Commissioner of 
Education, the State Comptroller, or other authorized agencies) 
without appropriate written documentation of such costs.  
Section 200.9 (d) of the Commissioner of Education’s 
Regulations requires approved programs to retain all pertinent 
accounting, cost allocation and student enrollment/attendance 
records for seven years following the end of the reporting year.  
Further, Section 200.9 (f) of the Regulations requires that 
adjustments be made to any reported costs that cannot be 
substantiated, upon field audit, by adequate written 
documentation.   
 
Payments for staff salaries and fringe benefits are classified as 
personal service costs.  To determine whether the District’s 
reported personal service costs (excluding fringe benefits) were 
in accordance with Manual guidelines, we reviewed a 
judgmental sample of two payrolls (one in each school year) 
during our audit period.  We determined that these two payrolls 
were in accordance with Manual guidelines.  
 
Other-than-personal-service (OTPS) costs are those incurred to 
purchase goods and services. OTPS costs exclude staff 
salaries, wages and fringe benefits.  Types of OTPS 
expenditures include equipment purchases, consultant services, 
repairs, and other operating expenses.  In addition, if the 
educational program shares costs with other non-educational 
programs (such as the Academy’s residential program), the 
portion of these shared costs that is allocated to the educational 
program is considered an OTPS cost.   
 
The OTPS costs reported by the District for the two school 
years covered by our audit totaled $2.94 million and $2.78 
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million, respectively.  To determine whether these costs were 
allowable in accordance with the Manual, we reviewed the 
financial records relating to a judgmental sample of OTPS 
expenditures for each of the two years. For fiscal year 1999-
2000 we sampled OTPS transactions totaling $959,046 and for 
fiscal year 2000-2001 we sampled OTPS transactions totaling 
$840,427.  We selected items for review based on the following 
criteria: the item’s cost (higher valued items selected over lower 
cost items); reasonableness/educational relationship of 
expense; and auditor’s judgment.  We identified a total of  
$221,726 in reported costs that were not allowable, either 
because the costs were not eligible for reimbursement under the 
terms of the Manual or were not supported with adequate 
documentation.  The following table summarizes the disallowed 
costs by reason and year. 

 

Reason for Disallowance Fiscal 
1999-2000 

Fiscal 
2000-2001 Total 

Not Eligible  $60,788   $77,753  $138,541 
Not Adequately 
Documented $32,977   $50,208    $83,185 

Total $93,765 $127,961  $221,726 
 

Costs Not Eligible According to the Manual 
 

e determined that, according to the Manual, the following 
$138,541 in OTPS costs reported by the District were not 

eligible for reimbursement for the following reasons: 
 

• The District’s educational program shared certain costs 
with non-educational programs operated by the 
Academy.  These shared costs related to the salaries 
and fringe benefits of staff who worked on both 
educational and non-educational programs.  According to 
the Manual, such costs should be allocated among 
educational and non-educational programs on the basis 
of the actual amount of time spent by the staff on each 
type of program.  However, we found that the overtime 
and fringe benefit costs allocated to the educational 
program did not correspond with the actual amount of 
time spent by the staff on educational activities.  Based 
on the available records, we determined that the costs 
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allocated to the educational program exceeded the 
amount that should have been allocated by a total of 
$11,175, and as a result, this excess amount was not 
eligible for reimbursement.  

 
• The Manual states that retainer fees for legal services 

are not reimbursable unless the fees represent payment 
for actual documented reimbursable services rendered.  
During the audit period, the District paid its legal counsel 
$37,534 (generally in increments of $7,500 and $3,750).  
However, we determined that supporting documentation 
for actual services rendered amounted to only $7,946.  
Therefore, $29,588 (or $37,534 - $7,946) in payments to 
the district’s legal counsel was ineligible for 
reimbursement. 

 
• The Manual states that expenses normally assumed by 

parents or legal guardians of students attending public 
day schools are not reimbursable.  Accordingly, we 
disallowed $21,249 that was paid by the District to 
purchase yearbooks for its students. 

 
• The Manual states that costs for food, beverages, 

entertainment and other related costs for meetings, 
including Board meetings, are not reimbursable.  Further, 
the Manual states that costs for food provided to staff are 
not eligible for reimbursement.  Accordingly, we 
disallowed $19,833 that was paid by the District for food 
and beverages served during various meetings, school 
functions, and staff training sessions.   

 
• We disallowed $11,372 that was paid by the District for a 

visit to a major amusement park in New Jersey.  The cost 
included admission tickets for 250 students and staff as 
well as refreshments at the park. The Manual states that 
the costs of reasonable field trips are allowable.  
However, this field trip is not allowable because it is not 
ordinary and necessary for the operation of the approved 
educational program.  The field trip had no formal 
relationship to the educational program.  Moreover, the 
Manual states that ordinary living expenses, such as the 
cost of class trips or other expenses that are normally 
assumed by parents of students attending public day 
schools, are not reimbursable. 
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• We disallowed $10,146 that was spent by the District for 
equipment rentals, disk jockeys and trips associated with 
student entertainment and parties.  Such activities are 
not recognized as ordinary and necessary for the 
operation of the approved educational program. 

 
• We also disallowed $9,330 that was spent by the District 

for clothing and sneakers ($5,671) and student prom 
expenses including limousine services ($3,659), because 
the Manual states that ordinary expenses normally 
assumed by parents or legal guardians of students 
attending public day schools are not eligible for 
reimbursement. 

 
• Section 4002 of the New York State Education Law 

states that children residing in child care institutions are 
entitled to a free and appropriate education if they have 
not yet graduated from high school.  However, the District 
reported $5,897 in college tuition expenses for resident 
students.  Since the students had graduated from high 
school, these costs were not eligible for reimbursement.  

 
• The Manual states that costs of education or training 

necessary for an employee to meet minimum 
qualifications for the position for which he/she was hired 
are not reimbursable.  The District claimed $4,400 in 
tuition expenses for courses taken by a staff member to 
meet the minimum qualifications for her position. 

 
• We disallowed $3,830 for malpractice insurance 

expenses that was paid directly to a psychiatric 
consultant because the payment was not prescribed and 
authorized by a written contract between the consultant 
and the District.  

 
• We disallowed $1,496 that was paid for a computer for a 

former resident who was attending college. (Costs 
associated with college expenses are not reimbursable.) 
Furthermore, the computer was not listed on the District’s 
equipment inventory.  

 
• We also disallowed $10,225 of expenses that were not 

eligible for reimbursement because they were not 
ordinary and necessary for the District’s educational 
program.  These expenses included personal hair care 
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supplies ($4,547), swimming pool supplies ($4,188), and 
other ineligible miscellaneous expenses ($1,490). 

 
(In their response to our draft audit report, District officials 
indicated that many of the costs in question were 
reasonable, necessary and consistent with the Manual 
and should not be disallowed.) 
 
Auditor’s Comments:  The Manual clearly indicates that 
the costs in question are not eligible for reimbursement. 
 

Inadequately Documented Costs 
 
he Manual requires that all purchases of goods and services 
be supported by appropriate documentation.  In the case of 

professional counseling services (such as those provided by a 
psychiatrist), the Manual requires a written contract that 
includes the nature of the services to be provided and the rate 
of compensation for such services.  In addition, the supporting 
documentation for claims for counseling services must include 
the names of the students receiving the services, the date(s) of 
the services, and the amount of time the consultant spends with 
each student. However, the District did not have a written 
contract with its psychiatric consultant.  Therefore, key matters, 
such as compensation rates and the correct method for claiming 
payment for services, were not prescribed in writing.   
 
During the audit period, the psychiatric consultant routinely 
submitted bi-weekly invoices to the District for $3,000 - at a rate 
of $75 per hour for 40 hours of work.  In total, the consultant 
submitted claims of about $126,000 over the two-year period for 
services provided on 314 separate days.  However, the invoices 
did not indicate the names of the students who received the 
services nor the amount of time the consultant spent with each 
student.  Rather, the invoices noted only the date of the services 
and the total hours worked on that day.  After we brought this 
matter to the attention of District officials, they provided us with 
a list from the consultant that included the names of the 
students who were purportedly served.  We reviewed the 
consultant’s listing and other available records and determined 
that some of the claims in question were adequately supported.  
However, we also determined that some of the students on the 
consultant’s list were not enrolled at the District at the time the 
consultant claimed (and the District paid for) the services.  
Moreover, there was no support provided for services billed on 
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207 (of the 314) days, corresponding to payments totaling 
$79,933.  Because the Manual states that such consultant costs 
are not eligible for reimbursement without adequate supporting 
documentation, the unsupported payments of $79,933 are not 
reimbursable.  
 
We also identified checks totaling $3,252 that were issued to 
employees without supporting documentation, such as receipts 
or vendor invoices, to substantiate the reasons for the 
payments.  In the absence of such documentation, these costs 
are not eligible for reimbursement.  
  
During the course of our audit fieldwork, District officials 
informed us that they would implement changes in their 
procedures to improve their documentation practices based on 
our conclusions and recommendations.  
 

Purchase Contracts Not Advertised 
 

he Manual requires the District to use competitive 
procurement practices as prescribed by law.  Specifically, 

the General Municipal Law requires all public works contracts of 
more than $20,000 and all purchase contracts of more than 
$10,000 to be awarded to the lowest responsible bidder.  To 
help generate sufficient vendor competition, an advertisement 
for bids should be published in local newspapers or other 
appropriate periodicals.  However, the District awarded three 
contracts totaling almost $77,000 (a cleaning contract for 
$13,090, a maintenance contract for $34,500, and a painting 
contract for $29,360) without formal advertising.  District officials 
acknowledged that they should have advertised the bidding of 
these contracts to help attract potential vendors.  Because these 
contracts represented reasonable and ordinary costs and the 
District obtained vendor competition, we do not recommend that 
any of the costs be disallowed.  
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Recommendations 

 
To the Department: 
 
1. Formally evaluate the audit disallowances identified in 
 this report and take appropriate action.  
 
 (Department officials agree with recommendation number 

1.) 
 
2. Periodically perform field site visits to ensure the District 

is complying with the Manual, and has implemented the 
recommendations contained in our report. 

 
 (Department officials agree with recommendation number 

2, and indicate that they will periodically visit the District 
as resources permit.) 

 
To the District: 
 
3. Only report costs to the Department that are allowable 

pursuant to the Manual. 
 
 (District officials responded that they will ensure that all 

future costs are allowable pursuant to the Manual.) 
 
4. Review the procedures for allocating costs between 

educational and residential programs, and calculate the 
allocations using appropriate methodologies that are 
supported by adequate documentation.   

 
 (District officials responded that they will review all cost 
 allocations annually and ensure that the methodologies 
 used are appropriate and supported by adequate 
 documentation.)   
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Recommendations (Cont’d) 
 
5. Ensure that all bills for goods and services are supported 

by adequate documentation prior to payment.  With 
regard to claims from the psychiatric consultant, ensure 
that such claims include all data prescribed by the 
Manual, including the names of the students served and 
the duration of the services.   

 
 (District officials responded that they will ensure that all 
 bills for goods and services, including those from the 
 psychiatric consultant, are supported by adequate 
 documentation prior to payment.)  
 
6. Maintain adequate supporting documentation, including 

vendor invoices and receipts, for all expenses.  
 
 (District officials responded that they will maintain 
 supporting documentation, including vendor invoices and 
 receipts, for all expenses.)    
 
7. Enter into a written contract with the psychiatric 

consultant for counseling services.  Ensure that the 
contract addresses all of the matters prescribed by the 
Manual.   

 
 (District officials responded that they will enter into a 
 written contract with the psychiatrist.)   
    
8. Use competitive procurement practices (including public 

advertisement of contracts to be bid) in accordance with 
the provisions of the Manual and the General Municipal 
Law.     

    
 (District officials responded that they will use the 

prescribed competitive processes, including the 
advertisement of bids, to generate sufficient vendor 
competition.) 
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STUDENT ENROLLMENT 
 

ection 175.6 of the Commissioner of Education’s 
Regulations prescribes the methodology to be used by the 

District in calculating the number of full-time equivalent (FTE) 
students who are enrolled during the school year.  Specifically, 
the Regulations state that enrollment commences on the first 
day a pupil is enrolled in and is physically present at (or legally 
absent from) school and terminates on the last day the pupil is 
enrolled in and is physically present at (or legally absent from) 
school.  For example, a student who is enrolled from September 
through June is deemed to be in attendance during that period 
and is calculated at 1.000 FTE.  If a student is enrolled for less 
than the full program duration, then the student’s FTE 
enrollment is determined by dividing the total weeks of 
enrollment by the total number of weeks the program operated - 
calculated to three decimal places without rounding.  
Enrollments must be counted separately for the regular school 
year and summer sessions. 

 
The Department requires schools, such as the District, to report 
the enrollments of their various programs so that tuition 
reimbursement rates can be calculated for the programs.  For 
each program, the District’s tuition rate is determined by dividing 
its reported eligible expenditures by the number of FTE students 
enrolled.  For example, if total eligible costs were $100 and the 
number of FTE students enrolled was 25, the tuition rate would 
be $4 per student.   

 
To determine whether the District reported FTE enrollments 
accurately, we reviewed the enrollment statistics that were 
submitted to the Department and compared them to the 
District’s summary attendance records.  Using the available 
attendance summaries, we calculated the FTE enrollments for 
the District.  As is shown in the following table, we determined 
that the enrollment statistics reported by the District were 
incorrect as follows:  

S
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Fiscal 
Year Semester Reported 

FTE 
Correct 

FTE 

Error 
Over 

(Under) 
1999-
2000 

Summer 
Fall/Spring 

166.830 
169.350 

158.333 
169.289 

8.497 
0.061 

 2000-
2001 

Summer 
Fall/Spring 

161.990 
167.630 

163.000 
164.231 

(1.010) 
3.399 

 
District officials acknowledged that they did not always use the 
method prescribed by the Department to calculate enrollment.  
As a result of the errors in the District’s reported student 
enrollment, inaccurate tuition rates may have been established 
for the District’s students.  If the rates are not accurate, the 
students’ home district (in this case, New York City) may be 
over-billed or under-billed for each student. 
 
(In responding to our draft audit report, the District 
acknowledged that it had used an incorrect method to calculate 
FTE enrollment.  However, District officials also stated that the 
use of correct FTE enrollment data would have had no impact 
on the Distict’s reimbursement rate because it would have 
yielded a rate increase that exceeded the maximum increase 
allowed by the Department.  According to officials, the 
Department had already limited the District to the maximum 
allowable rate increase for 1999-2000 when the incorrect FTE 
enrollment data was applied in the rate setting process.) 
 
Auditor’s Comments:  We acknowledge that the incorrect FTE 
enrollment data might have had no impact on the rate setting 
process in this instance.  Nevertheless, the District should report 
FTE enrollment correctly in the future to help ensure that rates 
will be calculated properly. 
 

Recommendations  
 
To the Department: 
 
  9. Consider the corrected enrollment figures presented in 

this report and take appropriate action.    
    
 (Department officials agree with recommendation number 
 9.)      
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Recommendations (Cont’d)    
 

10. Monitor the District’s enrollment calculations.     
   
 (Department officials agree with recommendation number 
 10.) 
 
To the District: 
 
11. Calculate FTE enrollments using the method prescribed 

by the Department. 
 
 (District officials responded that they are now using the 
 prescribed method to correctly calculate FTE 
 enrollments.  Officials further indicated that the District’s 
 2001-02 FTE enrollment report was prepared by using 
 the correct method.) 
 
12. Adjust future bills and/or issue refunds to account for any 

tuition rate changes made by the Department resulting 
from the application of the corrected enrollment figures.  

 
 (District officials responded that they will make any and 

all adjustments where necessary.)  
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INTERNAL CONTROLS 
 

e found that improvements are needed in certain of the 
District’s internal controls, particularly its controls over 

equipment inventory.    
 

Controls Over Equipment Inventory 
 

ccording to the District’s cost reports, the District spent more 
than $81,000 for equipment during our audit period.  The 

Manual requires that inventory records be maintained for all 
items purchased for approved educational programs, and the 
inventory records indicate each item’s invoice number; make, 
model or serial number; cost; date of purchase; location; and 
date retired, when applicable.  However, we determined that the 
District’s inventory listing was not complete.  Specifically, the 
listing included only computers, computer peripherals and 
televisions, and did not indicate these items’ cost, date of 
purchase, location, and date retired.  Moreover, some of the 
District’s computers were not included on the listing.  In the 
absence of a complete and accurate equipment inventory 
record, District officials cannot periodically verify the presence of 
items, and thereby ensure that equipment is adequately 
controlled and protected.   
 
To further evaluate the District’s controls over equipment, we 
selected a judgmental sample of three computer purchase 
orders (three largest in dollar value) from the total of six 
computer purchase orders during our audit period. The three 
purchase orders listed 12 computers. We attempted to locate 
these 12 computers and determine whether they had been 
recorded on the District’s inventory listing.  We were unable to 
locate two of the 12 computers.  District officials informed us 
that the two computers (costing $2,312) were ”cannibalized” for 
parts.  However, there was no documentation accounting for the 
disposition of the two computers.  Four of the 12 computers 
were not recorded on the District’s inventory listing.   
 
District officials told us that they were aware of weaknesses in 
their inventory control system and planned to implement a new 

W 

A
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computerized system that would record and track all required 
inventory information. 
 

Controls Over Purchases 
 

n a strong system of internal controls, purchased goods are 
received at designated locations where employees record 

whether all the items ordered were received and are in 
working/usable condition.  However, because of its campus-like 
setting with multiple buildings spread about its grounds, the 
District did not have a centralized receiving function.  Rather, 
items were usually delivered directly to the employees who used 
them.  Out of the 30 purchase orders sampled, we identified six 
in which the District paid for goods and services without having 
adequate documentation that all the items paid for were 
received and were in working/usable condition or that services 
were satisfactorily performed.   
 
We recommend that the District formally assess the feasibility of 
establishing a centralized receiving function.  In such a function, 
a group of designated employees at specified locations would 
prepare documentation that goods were received, accepted and 
delivered to the appropriate staff, and they would send the 
documentation to the accounts payable office to be matched 
against a vendor’s invoice before payment was made.  This 
would also facilitate a better inventory control process, because 
this document could then be sent to an inventory control person 
for input onto the inventory record.  
 

Recommendations 
 
To the District: 
 
13. Implement an equipment inventory control system that 

complies with the requirements in the Manual.   
  
 (District officials responded that they are implementing an 
 electronic inventory database that will comply with the 
 requirements of the Manual.)    
 
14. Recommendation deleted.   

I 
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Recommendations (Cont’d) 
 
15. Formally assess the feasibility of establishing a 

centralized receiving function, and designate staff to 
prepare formal receiving reports for submission to the 
Business Office to facilitate the payment of bills.  

  
 (District officials responded that the receiving function is 

already centralized and is located in the building where 
the Purchasing function is housed.  Officials also 
indicated that storeroom staff will sign packing lists or 
receiving reports and submit them to the business office 
to document the receipt of goods.)   

 
 Auditor’s Comments:  At the time of our audit fieldwork, 

the District’s receiving function was decentralized, as 
detailed previously.  Moreover, we believe that the new 
procedures established to verify the receipt of goods will 
improve controls over the District’s procurement function.   
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State Comptroller’s Notes 

Appendix C 

 
 
  1. We acknowledge the relationship between the Edwin Gould Academy and the 

Edwin Gould Academy – Ramapo UFSD.  However, to establish appropriate cost 
controls and facilitate proper financial reporting, the State distinguishes 
educational programs from residential programs for this type of institution.  It 
should also be noted that there are limitations on costs that can be charged to 
each of these programs.  Furthermore, the fact that a cost may be ineligible 
under the educational program does not necessarily mean that it would be 
eligible under the residential program.  However, to facilitate control, 
management should charge costs to the appropriate program.  

 
  2. At the District’s request, we reviewed additional documentation in support of 

payments to a psychiatric consultant that the District provided to us after we 
issued the draft audit report.  Based on our review of this documentation, we 
allowed additional costs of $6,075. This reduced the disallowance of payments to 
the psychiatric consultant to $79,933 (from $86,008) and reduced the total audit 
disallowance to $221,726 (from $227,801). 

 
  3. As noted in the report, the disallowance of $10,146 pertained to costs for 

equipment rentals, disk jockeys, and trips associated with student entertainment 
and parties.  The District did not document how these activities directly related to 
any particular classroom instruction. 

 
  4. Although a prom is a school-related activity, the Manual specifically precludes 

costs that are normally assumed by parents or legal guardians.  In general, 
parents or guardians (as opposed to public school districts) have historically 
assumed the costs for proms, including the related costs for limousine service.   

 
  5. Parents or guardians have normally assumed the costs for students’ clothes and 

footwear, including sneakers.  Consequently, these costs are not allowable per 
the Manual. Such costs may be eligible for reimbursement through the residential 
program. 

 
  6. Trips to amusement parks do not represent reasonable, ordinary, and necessary 

educational costs. Traditionally, parents or guardians have usually assumed such 
costs.  Furthermore, although the District characterizes the ticket prices for the 
parks as not prohibitive, such costs are not consistent with the Manual.  
Moreover, the District did not document how the trips to the amusement parks 
directly related to any particular classroom instruction that was actually provided 
to the students who went to the parks. 

 
  7. Although yearbooks may be a normal aspect of a school experience, they 

represent costs that are normally assumed by parents or guardians, and 
therefore, they are not allowable per the Manual.   
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  8. We acknowledge the eligibility of costs for staff training.  However, as noted in 
the report, the Manual states that costs for food and beverages provided to staff 
are not eligible for reimbursement.  Consequently, we allowed the costs directly 
related to the staff training, but disallowed costs for food and beverages.   

 
  9. We acknowledge that it may be beneficial to keep legal counsel on retainer to be 

readily available to respond promptly to the District’s legal needs.  Nevertheless, 
as required by the Manual, the total payments made to legal counsel must 
correspond to the actual services rendered as evidenced by the available 
documentation.  

 
10. Certain matters addressed in the draft audit report were revised or deleted from 

the final report.  Therefore, some agency comments included in Appendix B may 
relate to matters no longer contained in this report. 

 
11. At the time of our audit fieldwork, the District’s receiving function was 

decentralized, as detailed within the text of our report.  Moreover, we believe that 
the new procedures established to verify the receipt of goods will improve 
controls over the District’s procurement function. 
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