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Report 2003-S-39 
 
Mr. Richard P. Mills 
Commissioner 
New York State Education Department 
State Education Building 
Albany, New York 12234 
 
Mr. Joel I. Klein 
Chancellor 
New York City Department of Education 
52 Chambers St. 
New York, NY 10007 
 
Mr. Joel A. Giambra 
County Executive 
Erie County 
95 Franklin St. 
Buffalo, NY 14202 
 
Dear Messrs. Mills, Klein, and Giambra: 
 

The following is our report on the administration of payments for preschool 
related services and special education itinerant teachers made by the New York City 
Department of Education and Erie County for the school years ended June 30, 2001 
and June 30, 2003.  
 
 This audit was performed pursuant to the State Comptroller’s authority as set 
forth in Article V, Section I of the State Constitution; Article II, Section 8 of the State 
Finance Law; and Article III, Section 33 of the General Municipal Law.  Major 
contributors to this report are listed in Appendix A. 
 
 
Office of the State Comptroller 
Division of State Services 
 
May 2, 2005 
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EXECUTIVE SUMMARY 
 

STATE EDUCATION DEPARTMENT 
NEW YORK CITY DEPARTMENT OF EDUCATION AND 
ERIE COUNTY 
ADMINISTRATION OF PAYMENTS FOR PRESCHOOL 
RELATED SERVICES AND SPECIAL EDUCATION 
ITINERANT TEACHERS 

 
SCOPE OF AUDIT 

 
he State Education Law requires the State Education Department (SED) to 
meet the physical and educational needs of children with disabilities.  The 

individualized education programs (IEPs) of many special education children 
prescribe instruction by special education itinerant teachers (SEITs), as well as 
related services like speech or occupational therapy, to help them attain their 
educational goals. Municipalities often contract with private service providers to 
obtain SEIT and related services, which providers deliver in 30-minute sessions. 
Municipalities use SED-established rates to pay for SEIT services based on 
student enrollment in scheduled sessions. Municipalities establish rates for 
related services, and pay providers based on the number of services actually 
delivered. SED reimburses municipalities for 59.5 percent of the costs paid to 
providers and $75 per student for administrative costs. Municipalities statewide 
were approved to spend $106 million for SEIT services and $149 million for 
related services in 2002-03. The New York City Department of Education 
(Department) and Erie County are the two municipalities in the State with the 
highest expenditures for SEIT and related services. 
  
Our audit addressed the following questions about Department and Erie County 
payments for SEIT and related services for preschool special education students 
for the years ended June 30, 2001 (SEIT) and June 30, 2003 (related services): 
 

 Did these municipalities ensure they used correct SED payment rates for 
SEIT services?  

 Did these municipalities verify that the SEIT services they paid for were 
delivered to enrolled students as prescribed on the students’ IEPs? 

 Did these municipalities confirm that the related services they paid for 
were actually delivered in accordance with students’ IEP requirements? 
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AUDIT OBSERVATIONS AND CONCLUSIONS 

 
ur testing disclosed that Erie County used correct SED established rates to 
pay SEIT providers in 2000-01.  In contrast, the Department overpaid 

providers $731,000 from the billings we tested – and perhaps significantly more – 
because it used the wrong payment rates in reconciling 2000-01 payments to 
SEIT providers.  In addition, the Department and Erie County overpaid SEIT 
providers more than $358,000 and $17,000, respectively, in the 2 years we 
reviewed because the municipalities either did not update enrollment-related data 
or did not verify that services were actually provided.  Municipalities also paid for 
related services that providers billed, but did not deliver as prescribed, without 
confirming that students actually received the proper services. SED and 
municipalities should strengthen controls over SEIT and related services 
payments to avoid overpaying providers, and to ensure disabled preschool 
children receive the services they need to achieve their education goals. 
 
Municipalities should use SED-established session rates to pay SEIT providers, 
and reconcile payments to reflect enrollment changes and changes in rates, as 
determined and published by SED.  However, our review of SEIT payments for 
the year ended June 30, 2001 (the latest year for which SED had developed final 
rates) revealed that the Department overpaid 12 providers more than $763,000, 
and underpaid 2 providers by $32,000, because it used incorrect rates. The 
Department also improperly reconciled $4 million in payments to another 13 
providers before SED had posted final SEIT session rates for 2000-01. The 
Department used incorrect rates, in part, because Department personnel relied 
on the providers, rather than SED sources, for rate information. We also found 
that two New York City providers were overpaid $358,000 for the 2000-01 and 
2002-03 years because the Department did not update automated systems for 
changes in enrollment-related data.  Further, we identified instances in which 
both municipalities paid for SEIT services when students were absent for long 
periods (when teachers were on extended leave or unavailable) and when 
providers delivered fewer or different services than IEPs prescribed. We 
recommend that SED: direct municipalities to recover overpayments, to the 
extent possible; instruct the Department to obtain updated SEIT session rates 
from SED before reconciling final payments; restate SEIT payment guidelines 
and provider responsibilities; and develop a means of monitoring compliance with 
these guidelines and requirements.  (See pp. 13-23) 
 
We also reviewed the Department’s and Erie County’s payments for related 
services in 2002-03 to determine whether related services were actually 
delivered as prescribed. We found providers billed the Department for 62 
sessions for absent students; for 271 individual sessions when they actually 
delivered group sessions; and 184 sessions where the clinicians provided related 
services to students at the same time/day, even though the clinicians’ records 

O 
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showed they were at different locations those days.  Erie County also paid for 
related services that were not provided, and for individual sessions that clinicians 
delivered in a group format.  Erie County and the Department paid for related 
services that were not delivered, or were not delivered as prescribed, because 
they did not verify that students actually received the services for which 
payments were made. We recommend that SED give municipalities formal 
direction about related service providers’ billing and service requirements. We 
also recommend that SED encourage municipalities to verify that services are 
actually delivered to disabled preschool students relative to the municipalities’ 
payments to providers for sessions rendered.  (See pp. 25-30) 
 

Comments of SED, Department and Erie County Officials 
 
SED, Department and Erie County officials generally agree with nearly all of the 
recommendations directed to them.  SED and Department officials also agreed 
that the SEIT program might be better operated as an attendance based system, 
versus an enrollment based system as it is presently operated.  SED officials 
responded that they have provided some written guidance regarding related 
services and SEIT, but lack the authority to enforce specific control mechanisms 
to be employed by municipalities.   
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INTRODUCTION 

 
Background 

he State Education Law requires that the State Education 
Department (SED) meet the physical and educational needs 

of children with disabilities.  The individualized education 
programs (IEPs) of some special education children prescribe 
instruction by Special Education Itinerant Teachers (SEITs) and 
developmental, corrective and other supportive services (related 
services) to help them attain their educational goals. Related 
services include specialized services such as speech-language 
pathology, audiological services and physical therapy.  Section 
4410 of the State Education Law states that SEIT services 
feature direct individual and/or group instruction to preschoolers 
with disabilities by a special education teacher of an approved 
program at a licensed Pre-K, Head Start program or child care 
location. Some special education children require and receive 
SEIT services and/or multiple forms of related services.  
 
Each school district has a Committee for Preschool Special 
Education (Committee) that oversees the evaluation process 
used by educational specialists to assess a child’s need for 
special education services. The Committee documents these 
determinations in the child’s IEP, and annually reviews the 
child’s status to determine if the IEP needs to be changed. 
According to the Law, municipalities that cannot deliver all the 
services prescribed in a student’s IEP must contract with 
approved private providers to obtain SEIT and related services. 
These providers contract to deliver SEIT and/or related 
services, as indicated in students’ IEPs.  Both SEIT and related 
services are delivered in 30-minute sessions.  
 
Municipalities use SED-established session rates to pay for 
SEIT services based on student enrollment for regularly 
scheduled services. In setting individual session rates for SEIT 
providers, SED analyzes historical financial statement data from 
each provider, and determines a payment rate that addresses 
the provider’s eligible direct and indirect costs. SED updates 
SEIT session rates every year to reflect changes in the 
provider’s costs of delivering services. Municipalities use SED 
rates to pay SEIT providers and perform reconciliations to adjust 
providers’ payments for enrollment-related changes. 
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Municipalities establish session rates for related services, and 
pay claims for related services based on the number of related 
service sessions actually provided.   
 
SED has developed a Reimbursable Costs Manual (Manual) for 
various State-funded programs, including SEIT and related 
services. The Manual states that providers of funded services 
should maintain documentation that includes records showing 
dates of admission and discharge. Section 175.6 of the 
Commissioner's Regulations (Regulations) states that a 
student’s enrollment begins on the first day, and ends on the 
last day, a pupil is present at (or excused from attending) a 
program. The Manual also requires the provider to maintain: 
daily attendance records that must be kept for seven years; 
individual student files with current information; and 
documentation of excused and unexcused absences.  
According to the Department, providers should be paid for only 
those absences that are both excused and documented.  
 

The New York City Department of Education (Department) 
authorizes payments for services provided to children in New 
York City.  Throughout the rest of the State, county 
governments review claims and pay for SEIT and related 
services.  During the 2002-03 year, municipalities statewide 
were approved to spend about $106 million for SEIT services, 
and about $149 million for related services. The Department 
and Erie County spent, respectively, over $68 million and over 
$1 million for SEIT services and over $32 million and about $9 
million for related services in 2002-03.  SED reimburses 
municipalities for 59.5 percent of these service costs and also 
pays municipalities $75 per student for administrative costs. 
 

Audit Scope, Objectives and Methodology 
 

e audited the administration of payments made by the 
Department and Erie County for SEIT and related services 

provided to preschool special education students for the 2000-
01 school year (July 1, 2000 through June 30, 2001 - SEIT) and 
the 2002-03 school year (July 1, 2002 through June 30, 2003 - 
related services).  We audited Department and Erie County 
SEIT payments for the 2000-01 year because it was the latest 
year for which SED had established final SEIT provider payment 
rates at the time of our audit fieldwork.  We audited Department 
and Erie County SEIT and related services payments made in 
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2002-03 because it was the most recent year in our scope 
period, and the year in which the Department implemented new 
administrative procedures intended to improve the accuracy of 
payments to providers.  The objectives of our performance audit 
were to determine whether Department and Erie County 
officials: ensured they used correct SED payment rates for SEIT 
services in 2000-01; verified that the SEIT services they paid for 
were delivered to enrolled students as prescribed on the 
students’ IEPs; and confirmed that the related services they 
paid for were actually delivered by providers as prescribed on 
the students’ IEPs. We selected the Department and Erie 
County for review because their SEIT and related service 
expenditures were among the highest statewide.  
 
To accomplish our objectives, we reviewed payments to 
providers, student attendance records and other supporting 
documentation. We also interviewed officials at SED, the 
Department, and the Erie County Department of Health, as well 
as providers of SEIT and related services.  To assess the 
propriety of the municipalities’ payment processes, we tested 
the accuracy of payments for selected months made to all 65 
SEIT providers in New York City and a judgmental sample of 
nine of the 15 SEIT providers in Erie County for 2000-01. The 
nine providers were selected because they were among the 
highest paid providers in Erie County. We also determined 
whether the Department and Erie County paid for services that 
were actually delivered by testing enrollment-related information 
and/or attendance data for judgmental samples of students at 
selected providers in both municipalities in 2002-03. 
 
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 SED and 
municipality operations that are included within our audit scope.  
Further, these standards require that we understand the internal 
control structure at SED and the municipalities, and their 
compliance with those laws, rules and regulations relevant to 
the operations included in our audit scope.  An audit includes 
examining, on a test basis, evidence-supporting transactions 
recorded in the accounting and operating records and applying 
any other auditing procedures we consider necessary in the 
circumstances. An audit also includes assessing the estimates, 
judgments and decisions made by management. We believe our 
audit provides a reasonable basis for our findings, conclusions 
and recommendations. 
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In addition to being the State Auditor, the Comptroller performs 
certain other constitutionally and statutorily mandated duties as 
the chief fiscal officer of New York State, several of which are 
performed by the Division of State Services.  These include 
operating the State’s accounting system; preparing the State’s 
financial statements; and approving State contracts, refunds, 
and other payments.  In addition, the Comptroller appoints 
members to certain boards, commissions and public authorities, 
some of who have minority voting rights.  These duties may be 
considered management functions for purposes of evaluating 
organizational independence under generally accepted 
government auditing standards.  In our opinion, these 
management functions do not affect our ability to conduct 
independent audits of program performance. 
 

Response of SED, Department and Erie County Officials to Audit 
 

e provided SED, Department and Erie County officials with 
draft copies of this report for their review and formal 

comment.  Their comments were considered in preparing this 
report.  SED, Department and Erie County officials generally 
agree with nearly all of the recommendations directed to them.  
SED and Department officials also agreed that the SEIT 
program might be better operated as an attendance based 
system, versus an enrollment based system as it is presently 
operated. 
 
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 to SED contained in this report, and where 
recommendations were not implemented, the reasons why.  We 
also request the Chancellor of the Department and the 
Executive of Erie County to provide comments within 90 days 
advising what steps were taken to implement the 
recommendations to the Department and Erie County contained 
in this report, and where recommendations were not 
implemented, the reasons why. 
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SEIT PAYMENTS 

 
EIT providers should be paid for services based on the most 
current SED session rates, adjusted as necessary to reflect 

enrollment changes and the corresponding amounts of sessions 
a municipality should pay for.  Our review of SEIT payments for 
the year ended June 30, 2001 revealed that, while Erie County 
used correct SED rates to pay its SEIT providers, the 
Department overpaid certain providers more than $763,000 and 
underpaid other providers by $32,000, because it did not use 
the correct SED session rates to perform final payment 
reconciliations. We also found that two New York City providers 
were overpaid $358,000 for the 2000-01 and 2002-03 years 
because the Department did not properly adjust for enrollment-
related changes. SEIT providers should also maintain student 
attendance documentation, as stated in the Manual, and deliver 
services that meet the programs prescribed in students’ IEPs. 
However, we found numerous instances in which the 
Department and Erie County paid SEIT providers for services 
when: students were absent for long periods; teachers were on 
extended leave or were otherwise unavailable (and substitute 
teachers were not provided); services had been discontinued; 
services’ start/end dates were incorrectly reported by providers; 
and fewer than the prescribed number of services were actually 
delivered. Thus, because Department and Erie County officials 
did not adequately monitor providers, they overpaid SEIT 
providers about $1.1 million during the two years we reviewed, 
and children with disabilities may not have received the services 
they needed to achieve their educational goals.  
 

Department Payments to SEIT Providers 
 

e reviewed the Department’s SEIT payments for the year 
ended June 30, 2001 to determine whether the 

Department used the correct SED rates to pay for the services 
of the 65 SEIT providers.  We reviewed payments for the 2000-
01 year because, at the time of our audit fieldwork, it was the 
most current year for which SED had completed its analyses of 
providers’ financial statements to develop final session rates for 
individual SEIT providers. Our review determined that the 

S 
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Department made incorrect or potentially incorrect payments to 
27 of these 65 providers, detailed as follows: 
 
The Department overpaid 12 of the 65 SEIT providers more 
than $763,000 because it used rates that were higher than the 
final rates established by SED to perform payment 
reconciliations for the 2000-01 year.  One provider alone was 
overpaid almost $365,000. We also determined that two other 
providers were underpaid by about $32,000 because the 
Department used rates that were less than the final rates 
established by SED.  Therefore, for the 2000-01 year, the net 
overpayment to the providers in question was about $731,000 
($763,000 in overpayments less $32,000 in underpayments).  
 
We also found that the Department had reconciled payments 
and closed the books on almost $4 million in payments to 13 
providers for the 2000-01 year, although SED had not yet 
posted final session rates for these providers.  Because the 
Department did its reconciliation without using final SED-
approved rates, the Department may have overpaid or 
underpaid these 13 providers. 
 
Finally, we found the Department overpaid two SEIT providers 
by more than $1 million (in total) for services in 2000-01 
because it used rates that SED never approved or published. 
The Department caught the errors in 2003 during its payment 
reconciliation process for the 2000-01 year, and consequently, 
was able to recover the overpayments.  (However, had the 
providers in question gone out of business prior to the 
reconciliation, the Department might have been unable to 
recover the amounts overpaid.)  Moreover, New York City 
ostensibly made substantial interest-free loans to these 
providers for a two-year period because the payments in 
question were initially based on excessive rates.  We 
determined that the Department used incorrect payment rates, 
because they had not designated a specific employee to check 
for new SED-approved rates on a regular basis.  Instead, 
Department personnel relied on the providers to report this data, 
and the providers sometimes did not report it in a timely 
manner. 
 
In response to our preliminary findings, the Department stated 
that their payment reconciliation process is ongoing and would 
have captured the over/under payments we found.  However, 
the Department officials also informed us that they are revising 
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their payment procedures to minimize some of the areas of 
concern that we identified.  They have hired an outside vendor 
to assist them in these matters.   
 
We also tested payments to providers to determine if the 
Department only paid for services that were actually rendered.  
The Department uses a computer system to facilitate the 
processing of standard payments to SEIT providers based on a 
student’s program enrollment and the number of sessions 
prescribed by the student’s IEP.  The Department automatically 
issues standard payments to the providers unless the providers 
advise the Department of matters that effect a student’s 
enrollment or number of sessions received.  Prior to 2002-03, 
the Department required providers to submit monthly 
attendance reports, called D reports, so that monthly payments 
could be adjusted to reflect enrollment changes.  In 2002-03, 
the Department negotiated a new contract with SEIT providers, 
which included a process to enable the Department to update 
provider payment information more timely and make accurate 
payments. Under the new process, providers receive a Voucher 
Detail Correction Report (VDR) with their monthly checks. 
Providers must complete the VDR every month (noting 
enrollment changes and discharge dates) and return it to the 
Department, even if no changes occurred.  The contract states 
that failure to return the VDR within 45 days may result in 
suspension of payment. 
 
We attempted to review VDRs submitted during the 2002-03 
year by four of the major SEIT service providers in New York 
City.  We received VDR data from just three of the four 
providers because, according to Department officials, the 
largest provider did not return any VDRs during 2002-03.  
However, the Department still paid this provider over $2 million 
based upon its full roster of students for the entire year. The 
Department was not informed of, and did not inquire about, 
enrollment changes that could affect this provider’s payment 
during the period. Thus, this provider may have been overpaid 
because the Department did not enforce its VDR requirements.  
 
The Department informed us that they rely on various report 
formats to verify attendance, of which the VDRs are one.  Any 
one form could assist them in enrollment adjustments.  However 
we feel that the other reports, such as the final student register, 
do not reflect attendance in a timely manner because the 
reports are submitted at the end of the school year.  Moreover, 
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Department officials stated they will be instituting a new 
electronic roster system early in the 2004-05 school year, and 
providers will have to submit rosters electronically in order to be 
paid. We believe this will help in reducing payment errors, but 
only if enrollment changes are submitted in a coordinated, 
timely manner. 
 
We decided to exam the on-site documentation for two of the 
three providers that had submitted VDRs.  At these sites, we 
examined provider attendance records, student case files, 
including IEPs, and other provider records and compared this 
information to the data on the providers’ VDRs.  This review 
revealed that the Department did not change providers’ 
payments even when the providers notified the Department of 
discharges and had discontinued services to a child.  As a 
result, the Department overpaid these two providers about 
$174,000 for 4,714 sessions (scheduled for 18 students) that 
were not provided.  Six of these students, whose SEIT service 
costs totaled almost $117,000, received no services at all in 
2002-03 because the students had been discharged during the 
2001-02 year or shortly after July 1, 2002.  However, despite 
providers’ regular reporting of these students’ discharge status 
on VDRs, the Department had not used VDR data to update 
payment information, and consequently the overpayments were 
made.  
 
Other instances in which the Department overpaid these two 
providers for SEIT services during both 2000-01 (based on 
attendance forms) and 2002-03 (based on VDR data) are 
detailed as follows: 
 

• Students no longer enrolled – Both providers reported on 
attendance forms that a total of six students were no 
longer enrolled in the SEIT programs. Nonetheless, the 
Department paid these two providers almost $24,000 for 
610 SEIT sessions in 2000-01. 

 
• Undocumented/unexcused absences for more than five 

consecutive days – Both providers reported student 
absences corresponding to payments of more than 
$37,000 (more than 950 sessions for 21 students) in 
2000-01, and about $8,000 (more than 180 sessions for 
five students) in 2002-03. Although the providers advised 
the Department that they did not render the sessions in 
question, the Department paid for the sessions anyway. 
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• Incorrect enrollment start or end dates - Providers’ 

incorrect reporting of start or end dates for 17 students 
resulted in excess payments of about $18,500. 

 
• Fewer services than IEPs required - The Department 

overpaid both providers a total of nearly $97,000 for 
sessions that were prescribed in IEPs, but were not 
delivered to students. In the majority of these instances, 
for which payments totaled almost $59,000, sessions 
were not delivered because teachers were absent, on 
leave, or otherwise not available. Make-up sessions were 
not held. 

 
Department officials acknowledged that such overpayments can 
happen because payment adjustments may not be made in a 
timely way to correct providers’ monthly payments. According to 
officials, however, they can identify overpayments and recoup 
related amounts from providers during the reconciliation process 
that is usually performed two years after payments are made. 
However, we question the thoroughness and reliability of the 
Department’s reconciliation process. Our test of several 
overpayments that occurred in 2000-01 determined that the 
reconciliation process for that year did not detect, or recover, 
the overpayments we found.  For example, we determined that 
the reconciliation process did not recover these overpayments 
made to SEIT providers in 2000-01: $24,000 paid for services to 
students who were no longer enrolled in 2000-01; $37,000 for 
undocumented/unexcused absences in 2000-01; or $19,500 for 
about 500 sessions that were prescribed, but not delivered to 
one student in 2000-01. 

 
Finally, we noted that SEIT providers often did not keep 
adequate student attendance records, despite Manual and 
contract requirements to maintain such documentation. For 
example, one provider could not locate 40 (57 percent) of 70 
students’ attendance records for 2000-01. When the 
Department instituted the VDR system in 2003, it allowed 
providers to establish their own means of tracking student 
attendance.  This provider devised a system that upon 
examination appears unreliable. Inadequate attendance records 
can continue to hinder Department efforts to make sure 
providers deliver contracted services until the Department 
requires providers to keep accurate records, and then monitors 
providers’ compliance with this requirement. 
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Erie County Payments to SEIT Providers 
 

e reviewed the payments Erie County made to nine 
judgmentally sampled SEIT providers during the 2000-01 

year to determine whether county officials had used the correct 
rates to pay for these services.  Our audit found that Erie 
County had applied the proper rates in paying SEIT providers 
for this period.  
 
We also tested Erie County’s 2002-03 year payments to three 
SEIT providers to determine whether the providers were paid 
only for SEIT services rendered in accordance with program 
guidelines.  We also determined if sessions were delivered at 
the frequency/levels prescribed in students’ IEPs.  During the 
2002-03 school year, 353 Erie County students received SEIT 
services from 15 SEIT providers.  We reviewed pertinent SEIT-
related records for a sample of 43 students, selected randomly 
from among the 171 students enrolled during this period at three 
SEIT providers.  We found that Erie County overpaid these 
three agencies by a total of about $12,000 for SEIT services 
that were not provided, as detailed below. 
 

• Incorrect start or end dates - Providers incorrectly 
reported starting/ending dates for 113 sessions for 13 
students, for which Erie County paid $3,028. County 
officials did not detect these errors because they did not 
verify the reported dates against actual student 
attendance.  

 
In response to our preliminary findings, Erie County officials 
stated that they will issue a memo to all service providers 
regarding the correct reporting of starting/ending dates.  The 
providers with errors have provided guidance to their staff 
regarding this matter. 
 

• Unreported student discharge - Although the contract 
requires providers to notify the Committee and the 
County in writing when an eligible child has been absent 
for 30 days or more, one provider did not notify the 
County of a student’s discharge on February 21, 2003.  
As a result, Erie County paid this provider through May 
31, 2003 for 48 SEIT sessions that were not delivered.  
The cost of these sessions was $1,248.  
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• Undocumented/unexcused absences - Although providers 
should be paid for only those absences that are both 
excused and documented, Erie County paid providers for 
services to students with unexcused absences.  
Specifically, we identified 314 sessions (costing $7,852) 
that corresponded with unexcused absences for 14 
students.  Thus, payments were made for sessions that 
were not rendered.  

 
The Manual specifically requires documentation of excused and 
unexcused absences. We calculated the above $7,852 
overpayment to the three Erie County SEIT providers by 
identifying students who had unexcused absences of at least 
five consecutive days.  (The Department requires notification 
from providers when students have unexcused absences that 
meet or exceed the five-day threshold so that the students’ 
enrollment status can be reviewed in a timely way.)  Erie County 
does not require such notification until 30 consecutive days of 
unexcused absence. Since we believe this 30-day policy 
increases the risk of paying for undelivered services, we used 
the Department’s five day standard in determining Erie County’s 
overpayment. 
 
In response to our preliminary findings, Erie County officials 
state that they will revise future contracts with providers to 
require notification after five consecutive illegal absences. 

 
In addition to the attendance findings we found the following 
situation: 
 

• Simultaneous SEIT/Related Services Sessions – Two 
providers were paid for delivering SEIT and related 
services simultaneously to seven students, who 
reportedly received a total of 98 sessions. Since the 
students’ IEPs did not prescribe simultaneous services, 
providers were inappropriately paid over $5,200 for 
delivering SEIT and related services in the same time 
period.  We could not determine whether one provider 
charged for simultaneous services because this provider 
did not record session starting and ending times.   

 
In response to our preliminary findings, this provider reported 
that it has revised its attendance form to capture the times of 
day previously missing and Erie County will issue a memo 
clarifying this requirement. 
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Erie County officials told us they have no reason to verify 
attendance because SEIT payments are enrollment-based. 
Officials further noted they do not verify students’ attendance at 
scheduled SEIT sessions, both because they lack the staff to do 
such monitoring, and because SED does not require them to 
oversee attendance.  Instead, provider agencies track and 
monitor attendance.  Erie County officials also indicated that 
providers should inform local school districts of student 
absences, particularly very long absences, because the county 
is obligated to pay for SEIT services, as prescribed, until notified 
to do otherwise by the district.  Since the intent of the Manual 
and the Regulations is clearly to obtain verification that children 
receive the services providers are paid to deliver, we believe it 
is incumbent on Erie County to obtain this assurance.  
 
In response to our preliminary report of these findings, Erie 
County officials state that it will develop an audit procedure 
whereby county staff will randomly audit agency records on a 
regular basis, cross referencing IEPs, attendance records and 
billing documentation. Erie County also will notify school districts 
and inform agencies to specify the provisions of services on the 
IEPs and notify providers that Erie County will enforce a policy 
of strict compliance (for payment) with only the specific services 
as noted on the students’ IEPs. 
 
Many of the matters identified in this section of the report were 
the result of confusion as to how enrollment based services 
should be paid for.  In response to our preliminary findings on 
these matters, SED officials indicated that it would be advisable 
to convert this program from an enrollment based program to a 
fee for service based program, similar to the related services.  
SED officials stated that legal and regulatory changes would be 
needed. 
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Recommendations 

 
To SED: 
 
1. Direct the Department and Erie County to investigate the 

specific instances of overpayments noted in this report, 
and if funds should be recovered from providers, take the 
appropriate steps to recover the funds (including 
adjustments to future payments). 

 
 (SED officials agree with this recommendation, but 

believe it is redundant with recommendation Number 8 
which states that Erie County and the Department should 
investigate the overpayments.) 

 
 Auditors’ Comment:  We believe that recommendation 

Number 1 and Number 8 are complementary. 
 
2. Instruct Department staff to check posted SED SEIT 

payment rates and update the payment system before 
reconciling payments to providers. 

  
 (SED officials state that this recommendation should be 

addressed to Department officials as it relates to the 
Department reconciliation process for SEIT payments.) 

  
 Auditors’ Comment:  We believe that this recommendation 

is consistent with SED’s oversight responsibility.   
 
3. Develop formal direction to municipalities that re-states 

Manual and payment guidelines SEIT providers must 
follow, and instruct municipalities to share these 
requirements with their SEIT contractors. These provider 
guidelines should include, but not be limited to, the 
following: 

 
 a.   Providers must maintain accurate attendance 

 records for enrolled students, and keep such 
 records for seven years. 

  
 b. Providers must ensure they maintain records stating 

 the correct starting/ending dates for students, and 
 notify municipalities of any enrollment changes.  
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Recommendations (Cont’d) 
  
 c. Providers should not be paid for sessions

 corresponding with absences that are not
 documented or excused. 

  
 d. Providers should formally notify the municipality 

 when a student is absent for 5 days or more and 
 require the committee to determine if enrollment 
 should be continued or discontinued.  

 
 (SED officials agree with parts 3a and 3b of the 

recommendation.  They will publish a technical 
assistance memorandum to address these matters.  SED 
officials disagree with part 3c of our recommendation 
because the SEIT program is an enrollment based 
program and the providers may be entitled to payment.  
Regarding recommendation part 3d, SED will work with 
counsel to modify boilerplate contract language.  
However, they believe that requiring committees to make 
enrollment decisions could create an unmanageable 
workload for the committees.) 

 
 Auditors’ Comment:  We continue to believe that the 

SEIT program needs to establish some reasonable 
parameters to ensure that providers are not paid for 
sessions that are not rendered due to extended 
absences of the students. 

 
4. Direct municipalities to develop, to the fullest extent 

possible, a means of monitoring providers’ compliance 
with Manual requirements and provider billing guidelines, 
including the requirements stated in Recommendation 1, 
so municipalities can avoid paying SEIT contractors for 
services they do not deliver. 

  
 (SED officials agree with the spirit of this 

recommendation, but indicate that they are in no position 
to “direct” municipalities to comply.) 

 
5. Require that municipalities’ contracts with services 

providers state that providers must notify the municipality 
and the Committee when a student is illegally absent for 
5 consecutive days.  
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Recommendations (Cont’d) 

 
SED officials disagree with the recommendation as it 
relates to the committees’ role in the SEIT process.  See 
response to recommendation part 3d.) 

 
6. Remind municipalities that records of SEIT sessions 

should include the starting and ending times of the 
sessions for which payments are made.  

 
 (SED officials agree with this recommendation 
 
7. Formally assess the propriety of paying for SEIT 

sessions on an enrollment versus attendance-based 
system.  Propose changes to the Education Law and 
related regulations as appropriate. 

 
 (SED officials agree with this recommendation.) 
 
To the Department and Erie County: 
 
8. Investigate the specific instances of overpayments noted 

in this report, and if funds should be recovered from 
providers, take the appropriate steps to recover such 
funds and adjust aid claims submitted to SED, if 
necessary. 

 
9. Take actions, as appropriate and necessary, to comply 

with the direction provided by SED pursuant to 
recommendations No. 1 through No. 7 in this report. 

 
 (Department and Erie County officials generally agree 

with these recommendations.) 
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RELATED SERVICE PAYMENTS 

 
rovider rates for related services are set by municipalities 
rather than by SED, and payments are attendance-based 

rather than enrollment-based. According to Regulations, all 
related services should be provided according to the 
recommendations in the students’ IEPs. To verify that 
Department and Erie County payments to related service 
providers were appropriate, we tested related service claims 
and provider payments for the 2002-03 year.  In New York City, 
our testing found providers billed for 62 sessions for students 
who were absent at the times the sessions were purportedly 
rendered and billed. We also identified 455 instances in which 
contractors provided group services rather than the prescribed 
individual services, or billed for clinicians’ services delivered to 
children at different locations at the same time. In Erie County, 
we determined that officials did not verify students’ attendance 
for related service sessions, and consequently paid for sessions 
that were not provided.  We also determined that clinicians 
provided group sessions instead of prescribed individual 
sessions, or delivered fewer than the prescribed number of 
services.  As a result, these municipalities sometimes paid for 
services that were not delivered (or were not delivered 
properly), and preschoolers with disabilities may not have 
received all the services they needed. 
 

Department Payments for Related Services 
 

n New York City, there were 20 entities that provided related 
services to more than 7,300 students during the 2002-03 

school year at a cost of more than $32 million.  The Department 
sets the providers’ billing rates for related service sessions, 
which ranged from $30 to $45 for a half-hour session in 2002-
03.  Our test of claims and related payments for three months of 
the 2002-03 school year found that some providers claimed for 
services when the children were not present, according to day 
care center attendance records, and that other services were 
not delivered as prescribed. 
 
To determine whether the Department verifies student 
attendance before paying for related services, we examined 

P 

I 
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attendance records for 314 of the 1,110 students who were 
reportedly served by three related service contractors during 
November 2002, January 2003 and June 2003. We selected 
these three contractors for review because they are among the 
largest related services providers in New York City.  We 
examined the payments made by the Department to these 
service providers during the three months noted above for the 
students we selected. 
 
We matched the students’ attendance records at day care 
centers and Head Start agencies to service days on providers' 
billing statements. This test detected no exceptions in billings 
from one of the three providers.  However, the match did reveal 
that the two other providers billed for 62 sessions when 
students were absent. The 62 undelivered sessions represent 
12 percent of the approximately 500 sessions the providers 
billed for the sample period tested.  If the proportion of related 
services billed, but not provided, is consistent for all related 
services paid, the Department could have made significant 
payments for undelivered related services.  
 
Department officials disagree with our conclusion that these 
discrepancies represent billings for services not provided.  They 
stated that all related services do not have to be rendered at a 
day care setting and the differences we identified could have 
been due to services that were provided at a child’s home or an 
alternative location.  Furthermore, they state that their payment 
system does require that all billings for related services be 
verified by the signature of the day care administrator and/or 
parent.  Therefore, officials believe that their system provides 
adequate assurance that the related services billed by providers 
were actually rendered. 
 
We disagree with the Department’s position on this matter.  The 
billings we tested were all witnessed by a day care administrator 
yet the day care’s attendance records show the child was not in 
attendance on the date of service recorded on the bill.  If the 
services had been rendered at for example, a child’s home, the 
related service should have been witnessed by a parent and not 
the day care administrator. 
 
We also found that related service contractors sometimes 
provided group services when the Department paid for the 
delivery of individual services, as prescribed on students’ IEPs. 
According to SED, the Committee prescribes individual services 
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for a student when one-on-one service delivery is important for 
acquiring a new skill or for a variety of other reasons that 
contribute to the child’s learning progress. To determine the 
extent to which the three providers conformed to students’ IEP 
requirements for individual sessions, we examined student 
IEPs, clinician records and provider service billings for the 314 
students in our sample for the three months we tested. Again, 
we found no exceptions at the first provider, since that 
contractor delivered one-on-one services, as prescribed in 
students’ IEPs.  However, we found that the two other providers 
provided 271 group sessions for 172 students that were billed at 
the more expensive individual session rate. The two providers 
also billed clinicians’ services for another 184 sessions when 
clinicians were reportedly providing services to two students at 
the same time at different locations. Thus, for the period we 
reviewed, these two providers billed and were paid about 
$20,500 for 455 sessions that were improperly delivered or not 
provided at all. 
 
One provider attributed most of the apparent excessive billings 
to lax recordkeeping by their clinicians.  Specifically, officials 
told us that clinicians recorded the wrong times for sessions and 
created the appearance of conflicts in session times by rounding 
session starting and/or ending times.  The other provider 
officials did not explain the reasons for their potentially incorrect 
billings. 
 
As noted earlier, both the Manual and the Department’s contract 
require providers to keep attendance records.  Attendance 
records serve as evidence that services were delivered and 
document the student’s treatment history.  Because the 
Department is responsible for ensuring that special education 
preschool children receive prescribed related services, 
Department officials should enforce providers’ compliance with 
recordkeeping requirements, and verify day care to attendance 
records, on a sample basis, that billed services were actually 
provided. 
 

Erie County Payments for Related Services 
 

uring the 2002-03 year, Erie County spent about $9 million 
for services from 23 providers to more than 2,000 students. 

Erie County’s billing rates for related service providers ranged 
from $20 to $45 per session in 2002-03.  We determined 
whether Erie County verified that related services were actually 

D 
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delivered as prescribed by matching agency attendance records 
to provider bills and by reviewing students’ IEPs.  
 
To test students’ attendance, we requested attendance 
verification data from 19 of the 48 day care centers and Head 
Start agencies affiliated with three Erie County providers.  
These three providers billed Erie County for services rendered 
to a total of 124 students during three months (November 2002, 
January 2003 and June 2003) of the 2002-03 year.  Thirteen of 
the 19 agencies responded to our attendance data request.  
During our sample period, each of the 13 responding agencies 
had only one student enrolled in the program.  The 13 students 
received a total of 780 sessions during the three months we 
reviewed. 
 
Our tests matched agency attendance records to the service 
days on the providers' billing statements. We did not find any 
exceptions in the bills submitted by one provider.  However, the 
other two providers billed for 60 sessions for the 13 students 
who were absent at various times during the 3 months we 
tested.  An official at one agency told us that one student, for 
whom 40 sessions were billed (and paid), never attended that 
agency.  Consequently, it is unlikely that the 40 sessions were 
provided.  Erie County officials said they did not verify that 
students received billed services because they relied on 
providers to confirm students’ attendance. However, the 
providers said they do not maintain the required attendance 
records; instead, they rely solely on their clinicians’ service 
summaries as evidence of billable sessions.  
 
In response to our preliminary findings, Erie County officials 
informed us that they will begin randomly auditing related 
service claims against attendance data (similar to new efforts to 
verify SEIT claims and payments). 
 
We also tested to determine whether these three providers 
delivered the services prescribed on students’ IEPs, as required 
by Regulations. To do this, we compared IEPs, clinician records 
and provider bills for all 124 students served by these providers 
in 2002-03. We found these three providers did not always 
deliver related services as prescribed on students IEPs. As a 
result, the providers were paid for services they delivered 
improperly, or did not deliver at all. We list details of these 
exceptions, as follows:  
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• Group rather than individual sessions - In 47 
instances, one of the providers was paid to deliver 
individual sessions, but clinicians delivered group 
sessions instead. This provider also reported 
providing services to two students in two different 
locations at the same time. Officials claimed that 
services were delivered as prescribed, and that the 
group sessions and time conflicts shown in 
attendance records were attributable to clinicians’ 
recordkeeping errors. We attempted to perform the 
same review at the second provider, but its 
supporting documentation was inadequate for 
verifying when and how services were delivered. 

 
• Fewer services than prescribed - The Regulations 

state that students who need speech therapy should 
receive a minimum of two 30-minute sessions each 
week. However, clinicians from the two providers with 
errors consistently provided 76 full-time students with 
less than two 30-minute sessions per week of speech 
therapy.  There was no make-up sessions held to 
compensate for missed time. 

 
Erie County officials did not know that the clinicians at these two 
providers had provided fewer services than prescribed because 
they do not review clinician-supporting documentation for 
service delivery, or request such records from providers.  Erie 
County officials stated it was the responsibility of the school 
districts to insure that the students receive the prescribed 
number of sessions as noted in the students’ IEPs and as long 
as the providers did not bill for services not rendered they have 
no regulatory requirement to address the missed sessions.  We 
acknowledge that Erie County has limited responsibility in this 
matter.  We encourage them to pass these observations onto 
the appropriate school districts to help insure there is 
programmatic compliance with IEPs. 
 

Recommendations 
 
To SED: 
 
10. Provide formal direction to municipalities to ensure that 

related service providers are paid for only the services 
they actually provide, as prescribed on students’ IEPs. 
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Recommendations (Cont’d) 
 
This direction for municipalities should include the following: 
 
 a. Establish procedures that include (but are not 

 limited to) verifying service billings to attendance 
 records, at least on a test basis, to ensure that 
 students were present on the days that related 
 services were claimed to have been provided. 

 
 b. Enforce the requirement that related service 

 providers maintain the attendance and service 
 documentation required by the Manual. 

 
 c. Include the starting and ending times for service 

 sessions on claims. 
 
 d. Monitor service providers’ performance to ensure 

 they provide the types of sessions prescribed on 
 students’ IEPs, and at the frequency provided for in 

  the IEPs and/or the Regulations. 
 
 e. Providers are not to deliver SEIT and related 

 services simultaneously, unless specifically 
 prescribed by students’ IEPs. 

 
 f. Instruct service providers that clinicians must 

 record their related service sessions promptly and 
 accurately to document service delivery. 

 
 (SED officials agree with this recommendation.) 
 
To the Department and Erie County: 
 
11. Take actions, as appropriate and necessary, to comply 

with the direction provided by SED pursuant to 
recommendation No. 10 in this report. 

 
 (Department and Erie County officials agree with this 

recommendation.)  
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APPENDIX E

State Comptroller’s Notes 

1. We revised the report to reflect responses received. 
  
2. We did not recommend Legislative and regulatory corrective action.  We 
 recommended that SED assess the issue and propose changes as appropriate. 
 
3. We recognize that neither Law nor contracts preclude a post reconciliation of 
 payments.  However, based on our observations, we question whether further 
 review would have taken place. 
 
4. We understand that on an ongoing basis the Department relies on certified 

billings and that there is no requirement that these be supported by attendance 
records.  However, to promote fiscal integrity, we recommend that verification of 
billings to attendance records be done on a test basis.  When attendance records 
do not agree with billings, the propriety of the related payment is in question. 

 
5. We recognize that attendance records may not be required in all instances.  

However, where required, such records should be used to test payments. 
 
6. We are pleased to learn that discrepancies found through testing payments to 

attendance and other records resulted in recoveries when errors were 
determined to exist. 

 
7. We explained our findings and supported their documentation throughout the 

audit.   
 
8. As noted subsequently in the Department’s letter, SED officials advised the 

Department that “… providers should not bill if they schedule SEIT sessions 
knowing that a provider will be unavailable and substitutes are not called in to 
provide the services.”  Consequently, we conclude that matters regarding SEIT 
sessions that were paid for, but were not provided, are both payment and 
programmatic issues that need to be addressed by the Department. 

 
9. We corrected the language in the report with respect to Commissioner’s 

Regulation 175.6.   Moreover, we acknowledge that providers should be paid for 
sporadic student absences when SEITs are available to provide scheduled 
sessions.  For the purposes of our audit, we did not question sessions that were 
not provided because of student absence, unless the absence exceeded five 
consecutive school days.  According to the Department’s contract with SEIT 
providers, the providers were required to notify the Department if a student was 
absent for more than five consecutive days.   We noted instances in which 
providers notified the Department of such absences and that the corresponding 
sessions, therefore, were not provided.  However, the Department continued to 
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pay for sessions for such students although the absences in question exceeded 
the five day limit.   

 
10. Our report now notes that twelve (not eleven) providers were paid at rates higher 

than those established by SED.  Furthermore, based on the results of our review, 
we question whether the payments in question would have been adjusted in the 
ordinary course to reflect new rates. 

 
11. We question whether the discrepancies in question were simply the result of data 

input errors.  As noted in the report, the Department had not designated a 
specific employee to check for new SED-approved rates on a regular basis.  
Instead, the Department relied on the providers to report correct rates, which the 
providers sometimes did not do timely. 

 
12. Our report does not conclude that missing VDRs would prevent the Department 

from making adjustments to payments.  Rather, the report notes that one 
provider may have been overpaid because it did not submit the required VDRs. 

 
13. We did not question the billing of any session solely because it was provided on 

a Sunday.  Rather, we only questioned the provision of a particular session if the 
available documentation indicated that it might not have been provided. 

 
14. The Department’s comment relates to details that we deleted from the draft and 
 final audit reports. 




