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AUDIT OBJECTIVES 
 
Our objectives were to determine whether the 
State Education Department (SED) properly 
reimburses nonpublic schools for the costs 
incurred in providing State mandated services 
and whether nonpublic schools maintain 
sufficient documentation to support their 
claimed expenses.  
 

AUDIT RESULTS - SUMMARY 
 
We found that SED does not always properly 
reimburse nonpublic schools for State 
mandated services.  In addition, we found 
that, with some exceptions, nonpublic schools 
visited generally maintain sufficient 
documentation to support their claimed 
expenses. 
 
Expenses incurred by nonpublic schools for 
implementing a comprehensive attendance 
policy, which was mandated in July 2003, 
have not yet been reimbursed.   SED has not 
developed a method for schools to calculate 
and apply for reimbursement.  We also found 
that SED’s current process to review 
applications for reimbursement from 
nonpublic schools is inefficient and 
ineffective, requiring many applications to be 
reprocessed and creating duplicative work for 
both SED and the nonpublic schools.  
In addition, we visited 20 nonpublic schools 
throughout the State to determine whether the 

schools maintained adequate support for the 
expenses claimed for providing mandated 
services. We found that generally the 
nonpublic schools visited do comply with 
SED’s reimbursement requirements.  
However, we also concluded that SED should 
obtain back-up documentation from a sample 
of schools, selected on a risk basis, to support 
the schools’ reimbursement claims.  In 
addition, SED and the nonpublic schools need 
to address the issue of how to properly 
calculate and document the hourly rate for 
teachers’ salary and benefits.  This rate is an 
important factor used in the reimbursement of 
mandated services.     
 
Our report contains five recommendations to 
improve SED’s oversight of payments to 
nonpublic schools for mandated services.  
SED officials agreed with our 
recommendations and have taken steps to 
implement several of them. 
  
This report, dated February 7, 2006 is 
available on our website at: 
http://www.osc.state.ny.us. Add or update 
your mailing list address by contacting us at: 
(518) 474-3271 or 
Office of the State Comptroller 
Division of State Services 
State Audit Bureau 
110 State Street, 11th Floor 
Albany, NY 12236 
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BACKGROUND 
 
To fulfill its responsibility to provide a quality 
educational opportunity to its citizens, the 
State has the duty and authority to evaluate, 
through a system of uniform testing and 
reporting procedures, the quality and 
effectiveness of instruction rendered to 
students.  The Commissioner of Education 
(Commissioner) is responsible for gathering 
and evaluating the appropriate educational 
data as well as reimbursing schools for the 
costs incurred.  For public school students, 
this is accomplished through State financial 
assistance to local school districts.   For 
nonpublic school students, chapter 507 of the 
Laws of New York, 1974 (Law) allows SED 
to reimburse the actual costs incurred to 
comply with certain State mandates for 
attendance taking, for administering 
standardized tests and evaluation programs, as 
well as for reporting basic education data. 
Nonpublic schools provide educational 
services to 14.9 percent of the students 
statewide, including 21 percent of the students 
in New York City.  For the 2003-04 State 
fiscal year, SED paid $80.6 million to 
nonpublic schools for costs incurred to 
provide mandated services.  About 70 percent 
of these payments were to reimburse the 
nonpublic schools for complying with the 
mandate, known as the Pupil Attendance 
Report (PAR), to take daily student 
attendance and provide the information to 
SED. 
 
The Commissioner has promulgated 
regulations in accordance with the Law. Part 
176 of the Commissioner’s regulations 
(8NYCRR176) (Regulations) require 
nonpublic schools that submit an application

for reimbursement for mandated services to 
maintain: (a) a separate set of expenditure 
accounts showing the amounts claimed and 
(b) individual salary and time records for each 
employee involved in providing the mandated 
service to support their claim.  The 
Regulations allow nonpublic schools to use 
standards set by the Commissioner to 
determine the cost of the mandated services 
provided. 
 
SED has also established guidelines for 
nonpublic schools to use in completing 
applications for reimbursement for the costs 
of providing mandated services.   The 
guidelines set up parameters for 
reimbursement.  For example, nonpublic 
schools are reimbursed a standardized time 
period for teachers to give and score Regents 
examinations.  Each year SED posts the 
guidelines along with the application and 
corresponding worksheet on its website to 
assist nonpublic school administrators in 
applying for reimbursement for mandated 
services.  Generally, reimbursement for the 
mandated services is computed on the 
application by multiplying the number of 
hours allowed per the guidelines by the hourly 
rate for salaries and benefits determined by 
the school.  The completed application is 
forwarded to SED’s Grants Finance Office for 
processing.  After the application is processed, 
SED provides the school with a service report 
which contains a comparison of the amount 
claimed by the school and the amount 
calculated by SED for each mandated service.  
The service report does not provide reasons 
for the difference, if any, between these two 
amounts. 



 

 
 

Report 2005-S-20  Page 4 of 11 

 

AUDIT FINDINGS AND 
RECOMMENDATIONS 

 
Administration of Payments to Nonpublic 

Schools for Mandated Services  
 

Reimbursement for Comprehensive 
Attendance Policy 

 
As of June 30, 2002, SED through Part 104.1 
of its Regulations (8NYCRR104.1) began 
requiring nonpublic schools to adopt a 
comprehensive attendance policy (CAP).  The 
purpose of the policy is to ensure that schools 
maintain an adequate record verifying the 
attendance of all students throughout the 
entire school day.   In the past, schools were 
required to take attendance once a day at the 
beginning of the day (i.e., PAR).  Under CAP, 
if students change classes throughout the day, 
or if they are dismissed from school grounds 
during the lunch period, the school is required 
to take attendance at the start of each period 
of scheduled instruction or upon their return 
from lunch. (See Page 8 for the precise 
wording of the new requirement, as set forth 
in the Regulations.)  For the 2001-02 school 
year, SED paid the 1,157 nonpublic schools 
that applied for mandated services 
reimbursement, a one-time reimbursement of 
$500 per school (about $578,000 in total) for 
the adoption of CAP as required by the 
Regulations.   The $500 was intended to help 
each nonpublic school to prepare its policy 
and other administrative matters necessary to 
adopt CAP.  
 
However, SED has not paid the nonpublic 
schools to actually implement CAP, which 
became effective for the 2003-04 school year.  
SED has not developed a method for schools 
to calculate and apply for reimbursement. 
Chapter 507 of the Law calls for the 
reimbursement to nonpublic schools for the 
actual costs incurred in providing mandated 
services. We believe the annual cost for CAP 

would be significant.  SED officials were 
concerned about the impact of this additional 
mandated service on the amount of funds 
available for the overall program of mandated 
services.  
 
 

Recommendation 
 
1. In accordance with the Law, reimburse 

nonpublic schools for the costs incurred in 
providing all State mandated services 
including CAP. 

 
Processing of Applications for Mandated 

Services Reimbursement 
 
Prior to visiting 20 nonpublic schools, we 
reviewed each school’s service reports and 
supporting claim forms for the 2002-03 and 
2003-04 school years.  We noted many 
discrepancies between the amount claimed by 
a school and the amount calculated by SED.   
For both years, 16 of the 20 (80 percent) 
schools in our sample had their claims 
reduced by SED.  Reductions for the 16 
schools totaled $120,352 and $95,572 in 
2002-03 and 2003-04, respectively.  The 
service reports provided to the schools by 
SED do not include specific information on 
the reasons for these reductions or the basis 
for SED calculating a different amount than 
claimed by the nonpublic school.    
 
During our site visits, we reviewed supporting 
documentation maintained at the schools and 
found that in most cases the amounts claimed 
by the schools were supported by 
documentation.  In fact, the schools had 
documentation to support most of the claims 
that were reduced by SED.  For the 2002-03 
school year the schools had documentation to 
support 73 percent of the claims that were 
reduced by SED, and for 2003-04, the schools 
could support 98 percent of the reductions.  
For example, one school in our sample had 
seven of the nine mandates claimed reduced 
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by a total of $73,424 or 42 percent of their 
$174,748 claim. We found that the amounts 
claimed were supported by documentation at 
the school. The reductions appeared to be the 
result of a keying error by SED staff when 
information on the application was entered 
onto SED’s electronic system that manages 
this process. As of May 2005, officials at this 
school were in the process of resubmitting 
their application for the additional funds.         
 
SED officials provided several reasons for 
these reductions.  Established edits compare 
test scores and other information reported to 
SED’s Information and Reporting Services 
with claims made by nonpublic schools on the 
application for mandated services aid.  When 
these numbers differed, SED would reduce 
the claims accordingly.  However, there are 
valid reasons why the information on the 
application and data reported to SED do not 
agree.  For example, a student may take a 
Regents exam three times, but only the 
highest grade is reported to Information and 
Reporting Services.  Although reimbursement 
would be due the nonpublic school for each 
time the exam was given and scored, SED’s 
edits reduce the aid to the number reported to 
Information and Reporting Services.  Also, 
some of the reductions were attributed to 
keying errors made by SED staff.   
 
Although the reductions were only a small 
percentage of total aid claimed by the schools 
in our sample, reprocessing the applications 
for additional funds created duplicative work 
for both the nonpublic schools and SED.  
SED posted a notice on their website 
informing nonpublic schools they may be due 
additional funds for mandated services 
because of certain reductions.  According to 
an SED official, they manually reviewed all 
claims for the two-year period for 
inappropriate reductions.   
 

SED officials informed us that they have 
streamlined the application to require less 
data and to focus on critically important data, 
and that they have begun to develop a new 
system to replace the current system that 
caused many of the incorrect adjustments.  
Officials intend to use a risk-based edit 
process in which critical edits will require 
attention prior to payment and less critical 
edits will be addressed post payment.  
Officials anticipate this will be more efficient 
while providing more effective controls.   
  

Recommendation 
 
2. Complete the development and 

implementation of an automated risk-
based edit system to ensure that claims are 
processed timely and efficiently.  
Establish a formal time-table for the 
development and implementation of the 
new system. 

 
Review of Documentation Supporting 

Payments to Nonpublic Schools 
 
During visits to 20 nonpublic schools, we 
reviewed documentation supporting their 
applications for the mandated services 
reimbursement.  This included verifying: 
payroll records for teachers, administrators 
and staff; student enrollment; and the number 
of standardized and Regents tests 
administered.  We found that in most cases 
the schools maintained documentation that 
supported the amounts claimed on their 
application for reimbursement for mandated 
services.  At 16 of the nonpublic schools 
visited, we found no exceptions. However, at 
four schools we noted the following 
exceptions that would not be detected by 
SED’s standard claim review process: 
 

• Because reimbursements for 
mandated services are generally 
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based on hourly salary and benefit 
rates for school staff, it is 
important that schools accurately 
calculate these hourly rates.  On 
both its 2002-03 and 2003-04 
applications, a Rochester 
nonpublic school incorrectly 
calculated the hourly rate for 
salary and benefits by adding 3 
percent for annual salary increases 
and 28 percent for fringe benefits 
to the prior year’s rate.  However, 
adding 28 percent to the previous 
year’s total, which already 
included benefits, caused an 
overstatement of the hourly rate 
for salary and benefits.  Also, the 
nonpublic school incorrectly 
included all teachers in its 
calculation of the hourly rate for 
salaries and benefits. Only the 
salaries of those providing the 
mandated service should be 
included.   

 
• School districts are required to 

maintain separate expenditure 
accounts to support their claims.  
Officials at another Rochester 
nonpublic school were unable to 
provide us with these accounts.  
Officials stated that the employee 
who prepared the application for 
reimbursement was no longer 
employed at the school.  However, 
they were able to provide payroll, 
student enrollment and testing 
records.  Using this information 
we were able to recreate their 
applications for both 2002-03 and 
2003-04 and estimate that there 
would be very little variance.   

 
• The preparer of the mandated 

services aid application in a 

Yonkers elementary school made 
three mathematical/typographical 
errors on the 2003-04 application, 
causing a $586 overpayment.  

 
• At a Capital Region high school 

we were unable to inventory 241 
scientific and 41 graphing 
calculators for which a total of 
$7,290 was paid in 2002-03 and 
2003-04.  According to school 
officials, the calculators were not 
available because they had been 
distributed to students scheduled 
to take Math Regents 
Examinations.  However, officials 
were unable to provide an invoice 
for the purchase of the calculators 
because the calculators were 
ordered by the math teacher rather 
than the main office.   

 
In addition, Chapter 507 of the Law states that 
nonpublic schools are to be reimbursed for the 
actual costs they incur in providing services.  
Therefore, in calculating their hourly rate for 
salary and benefits, schools should use the 
actual number of hours worked per day for 
persons providing the mandated service and 
maintain documentation of such. 
 
Many nonpublic schools have historically 
based their teachers’ hourly rate for salaries 
and benefits on 5.0 hours per day for 
elementary and 5.5 hours per day for high 
school.  SED prescribes these hours as the 
minimum length of instruction for a full-time 
education day, and these hours are the length 
of school day for State aid purposes for public 
schools.  However, in some cases the standard 
workday may not be the same as the 
instructional day.  For example, teachers may 
work less than the instructional day or be 
required to work additional time before or 
after providing classroom instruction.  Twelve 
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schools in our sample used 5.0 or 5.5 hours 
per day.  Only one of the twelve schools 
provided documentation from its employee 
handbook that the standard workday is 5.5 
hours.  
 
Neither SED nor many schools have formally 
established the number of hours in a standard 
workday.  However, SED has historically 
allowed the nonpublic schools to use the 
instructional day as a standard workday for 
hourly rate determinations.  
 
Schools need to use and document the actual 
number of hours worked per day for teachers 
providing the mandated service.  As an 
alternative, SED should define and allow for 
the use of a standard workday, based on an 
analysis of the nonpublic schools’ actual 
practices regarding the work day. 
 
The errors noted during our site visits were 
not apparent on the application submitted to 
SED.  These errors could only be identified 
by reviewing supporting documentation 
prepared by the school.  Also, documentation 
to support that actual hours are used to 
calculate the hourly rate for salary and 
benefits is not submitted to SED. 
 
Our site visits indicate that the nonpublic 
schools visited generally complete 
applications for mandated services aid 
accurately and maintain the appropriate 
supporting documentation, with the exception 
of the issue of a teacher’s standard workday. 
Without reviewing documentation of a 
nonpublic school’s standard workday, SED 
cannot be assured that the hourly rate for 
salary and benefits is based on the actual 
number of hours worked per day for persons 
providing mandated services. Using other 
than actual hours worked per day to calculate 
the hourly rate for salary and benefits may 
cause the rate to be under- or over-stated.  

This would provide nonpublic schools with an 
amount other than actual costs incurred in 
providing mandated services to the State.  
 

Recommendations 
 

3. Instruct nonpublic schools to calculate the 
hourly rate for salary and benefits based 
on the actual number of hours worked per 
day for persons providing the mandated 
service and maintain documentation of 
such; alternatively, allow the use of a 
standard workday defined by SED based 
on an analysis of the nonpublic schools’ 
actual practices regarding the work day.  

 
4. Using a risk-based approach, select a 

number of schools to submit back-up 
documentation that supports their 
reimbursement claims. 

 
5. Follow up on the overpayments noted 

during our site visits and recover as 
appropriate. 

 
AUDIT SCOPE AND METHODOLOGY 

 
We conducted our audit in accordance with 
generally accepted government auditing 
standards.  We audited SED’s administration 
of payments for nonpublic school mandated 
services for the period July 1, 2002 through 
June 30, 2004.  To accomplish our objectives 
we reviewed chapters 507 and 508 of the 
Laws of 1974 (Law), Regulations of the 
Commissioner Parts 104.1 and 176 
(8NYCRR104.1, 176) as well as guidelines 
established by SED.  We conducted 
interviews with SED officials regarding their 
administration of the nonpublic school 
mandated services program.  
 
We selected a judgmental sample of 20 
schools from the 1,321 in operation during the 
2003-04 school year to visit to determine 
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whether they are complying with the Law, 
Regulations and guidelines; and whether their 
applications for nonpublic school mandated 
services aid are appropriate and supported by 
documentation maintained by the school. 
Using nonpublic school mandated services aid 
payments for the 2002-03 and 2003-04 school 
years, we selected our judgmental sample 
based on the following factors:   
 

• geographic location 
• total aid claimed per year 
• total aid per student per year 
• total PAR per student per year 
• total enrollment per year 
• claims prepared by a consultant 

and claims prepared independently 
• type of school (high school, 

elementary school, religious 
affiliation) 

 
In addition to being the State Auditor, the 
Comptroller performs certain other duties as 
the chief fiscal officer of New York State that 
have been mandated by statute and the State 
Constitution. The Division of State Services is 
responsible for several of these, including 
operation of the State’s accounting system; 
preparation of the State’s financial statements; 
and approval of State contracts, refunds, and 
other payments. In addition, the Comptroller 
appoints members - some of whom have 
minority voting rights - to certain boards, 
commissions, and public authorities. These 
duties may be considered management 
functions for purposes of evaluating 
organizational independence under generally 
accepted government auditing standards. In 
our opinion, they do not affect our ability to 
conduct independent audits of program 
performance. 

 

AUTHORITY 
 
The audit was performed according to the 
State Comptroller’s authority under Article V, 
Section 1, of the State Constitution; and 
Article II, Section 8, of the State Finance 
Law. 
 

REPORTING REQUIREMENTS 
 
We provided preliminary copies of the 
matters discussed in this report to SED 
officials for their review and comment.  We 
considered their comments in preparing this 
report. 
 
Within 90 days of the final release of this 
report, as required by Section 170 of the 
Executive Law, the Commissioner of the 
Department 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, and where recommendations were not 
implemented, the reasons therefor. 
 

CAP  REQUIREMENT 
 
According to Chapter II, Section 104.1(d)(7) 
of the Regulations, pupil attendance should be 
taken as follows:  
 
(i)  for pupils in non-departmentalized 
kindergarten through grade eight such pupil’s 
presence or absence shall be recorded after 
the taking of attendance once per school day, 
provided that if pupils in such schools are 
dismissed from school grounds during a lunch 
period, each pupil’s presence or absence shall 
also be recorded after the taking of attendance 
a second time upon the pupil’s return from the 
lunch period each school day; 
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(ii)  for pupils in grades 9 through 12 or in 
departmentalized schools at any grade level, 
each such pupil’s presence or absence shall be 
recorded after the taking of attendance in each 
period of scheduled instruction except that 
where such pupils do not change classrooms 
for each period of scheduled instruction 
attendance shall be taken in accordance with 
subparagraph (i) of this paragraph. 

 

CONTRIBUTORS TO THE REPORT 
 
Major contributors to this report include Brian 
E. Mason, William Clynes, Cynthia A. 
Herubin, David L. Pleeter, Darci A. 
Christopher, Raymond E. Barnes and Paul 
Bachman. 
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* 
Comment

*   State Comptroller’s Comment:  On January 27, 2006, the State Comptroller’s 
Office provided SED with details of the overpayments noted during our site visits 
to the nonpublic schools in question. 


