
 
 

STATE OF NEW YORK
OFFICE OF THE STATE COMPTROLLER

A.E. SMITH STATE OFFICE BUILDING
ALBANY, NEW YORK 12236

     
     

February 25, 1998

Mr. Carl T. Hayden
Chancellor
The University of the State of New York
State Education Building
Albany, New York    12234

Re:   Report 96-S-66

Dear Mr. Hayden:

Pursuant to the State Comptroller’s authority as set forth in Section 1, Article V of the State
Constitution and Section 8, Article 2 of the State Finance Law, we audited State aid claims paid by
the State Education Department and the New York State Department of Health for school health
services provided by municipal health departments.  We did this audit based on an issue identified in
our statewide review of School District Health Services, Report 96-S-6.

A. Background

The State Education Department (Department) is the administrative agency of the State Board
of Regents.  The Department's mission is to oversee public elementary and secondary education
programs throughout New York and to promote the attainment of State policy goals for educational
excellence, equity and cost effectiveness.   Therefore, while each school district in the State is
responsible for operating economically and efficiently, the Department is charged with general
management and supervision of all the State's public schools.  The Department distributes State aid
for education (School Aid) to school districts through computerized aid formulas and categorical
grants.  The major aid formulas are for Operating Aid, Special Education Aid, Transportation Aid and
Building Aid.
 

The Commissioner of Education, the Department's chief administrative officer is required to
enforce State Education Law (Law) provisions pertaining to school district health services.  The
Commissioner of Education may adopt rules and regulations for the purpose of carrying out the Law's
objectives and intent. 
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The New York State Department of Health (State Health) fosters the provision of high quality
and appropriate health services at a reasonable cost to all New York State residents.  State Health's
responsibilities include promoting and supervising public health activities throughout the State,
ensuring sound and cost effective quality medical care for all residents and reducing the toll on public
health from chronic disabling illnesses.  

Under the direction of the Commissioner of Health, State Health meets its responsibilities
through two major operating divisions:   the Office of Public Health and the Office of Health Systems
Management.  These divisions provide policy and management direction to State Health’s system of
regional offices.  State Health staff located in these offices conduct health facility surveillance, perform
public health monitoring and oversee county health department activities.  The Office of Public Health
also serves as the primary liaison with local and county health departments to ensure the provision of
public health services throughout New York State.  State aid (State Public Health Aid) is available to
provide basic public health services, or primary and preventive services, to school-age children.

B.       Audit Scope, Objectives and Methodology

We audited State aid claims for the costs of providing school health services in New York City
for the period July 1, 1990 through June 30, 1995 (the latest year for which claim data was available).
The objectives of our audit were to determine whether duplicate claims for the costs of school health
services were submitted, and to determine the amount, if any, of State aid overpayments.  To
accomplish our objectives, we compiled and analyzed relevant data and interviewed officials from the
New York City Department of Health (City Health), the New York City Board of Education (Board),
the Department and State Health.

We did our audit according to generally accepted government auditing standards.  Such
standards require that we plan and do our audit to adequately assess these entities' operations that
were within our audit scope.  Further, these standards require that we understand these entities'
internal control structures and their compliance with those laws, rules and regulations that are relevant
to these entities' operations included within our audit scope.  An audit includes 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 our audit
provides a reasonable basis for our findings, conclusions and recommendations.

We use a risk-based approach when selecting activities to audit.  This approach focuses our
audit efforts on those operations identified through a preliminary survey as having the greatest
probability for needing improvement.  Consequently, by design, we use our finite audit resources to
identify where and how improvements can be made.  Thus, we devote little audit effort to reviewing
operations that may be relatively efficient or effective.  As a result, our reports are prepared on an
"exception basis.”  This report, therefore, highlights those areas needing improvement and does not
address activities that may be functioning properly.
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The State Comptroller served as President of the New York City Board of Education from
July 1, 1991 through May 5, 1993.  Upon assuming the responsibilities of Comptroller in May 1993,
he issued an Executive Order recusing himself from having any role in the examinations (including the
planning of examinations), reports or other work of the Office of the State Comptroller relating to the
affairs of the New York City Board of Education during his tenure as President.  Therefore, his name
has been removed from the cover of this report and all applicable documents to which the report
applies.  This disclosure is being made to allow readers of this report to make their own judgment of
any perceived impairments affecting their ability to rely on the content of this report.  With due
consideration to the matter described above, we conducted our audit in accordance with generally
accepted government auditing standards.
  
C. Results of Audit

We found that City Health and the Board submitted claims for the same school health services
costs for each of the years during our audit period, July 1, 1990 through June 30, 1995.  As a result
of these duplicate claims, the Board was overpaid a total of $9.16 million in School Aid.

According to Article 6 of the New York State Public Health Law, school health services are
eligible for State Public Health Aid.  Since City Health provides most health services in New York City
schools, as required by the New York City Health Code, it requests reimbursement for the related
costs from State Health.  During the audit period, City Health officials indicated they spent about $176
million providing health services to New York City public school children.  City Health officials told
us that eligible portions of these costs were included in their claims to State Health for State Public
Health Aid reimbursement.  City Health officials also told us that, as of the 1986-87 school year, they
reported the annual costs of providing school health services to the Board, at the Board's request.
City Health officials stated they did not know how the Board used this information, and furthermore,
they were not reimbursed by the Board for having provided school health services.

We found that in March 1988, Department officials agreed to let the Board include City
Health’s school health services costs in its School Aid claims, starting with the 1986-87 school year.
They considered these expenses to be part of the cost of educating children in New York City, and,
therefore, eligible for School Aid regardless of which entity actually provided the health services.
However, Department officials stated that they did not know that City Health also claimed
reimbursement of these costs as State Public Health Aid.  Department officials told us that, had they
known these health services costs were already claimed, they would not have allowed the Board to
claim them.  We found no evidence that Department officials had ever asked Board, State Health or
City Health officials whether City Health claimed reimbursement for the costs of providing school
health services from State Health.
 

For the five-year period ended June 30, 1995, the Board included City Health's school health
services costs, totaling $176 million, as expenditures on its Annual Financial Statements submitted to
the Department.  The Department computed the Board's State Aid reimbursement based, in part, on
these reported expenditures.  Because City Health's costs had already been submitted to State Health
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for reimbursement, the Board's inclusion of these same costs in its claim to the Department resulted
in an overstatement of the Board's expenditures for State Aid reimbursement purposes.  We reported
this overstatement to Department officials, and they determined that the Board was overpaid $9.16
million in School Aid as a result of including these health costs.  (See Exhibit 1)
 

The Department and State Health officials agree that school health services costs should not
be claimed more than once for reimbursement.  Further, City Health officials maintain that the Board
should not claim costs that were actually incurred by City Health.  However, Board officials point out
that some of the student health costs City Health incurs (e.g., employee fringe benefits) are not eligible
for reimbursement through State Health, but would be eligible for reimbursement through the
Department.  The Board believes these residual expenses should be reimbursable through the
Department.  Department officials indicated that they are willing to consider the eligibility of such
costs for School Aid reimbursement as long as the residual health costs are identifiable and are
resubmitted by the Board.

Just as City Health provides school health services in New York City schools, another
government entity may provide health services in other school districts in the State.  For example, the
Erie County Health Department (County) provides most student health services for the Buffalo City
School District (Buffalo).  However, Buffalo does not include any of the County’s school health
services costs in its claims to the Department.  If the New York City district is allowed to submit
claims for reimbursement of residual costs, other districts should also be allowed the same
opportunity. 

We believe the Department should establish a standard policy to address this issue, analyze the
cost of the additional School Aid and budget for these costs accordingly.  The policy should define
the conditions under which the costs of education aidable expenses will be reimbursed to school
districts when the districts do not directly incur the expenses.  We believe these conditions should
include the following: 

! Districts should certify that costs are not claimed for any other State or Federal aid;

! Aid funds should go to the entity that ultimately incurred the cost; and

! For transactions within a single city government entity, journal transfers should record     
either the costs incurred or the appropriate aid received.

Recommendations

1. Discontinue the Board's practice of including City Health's total costs of providing student
health services in its claims for School Aid.

2. For the period July 1, 1990 through June 30, 1995, deduct City Health’s costs from the
Board’s State education aid claims and recover the $9.16 million in aid overpayments.
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Disallow any similar claims in subsequent periods.

3. Work with State and City Health officials to ensure duplication of State aid claims for school
health services expenditures in New York City does not recur.

4. Establish a standard policy that sets forth the conditions under which the costs of education
aidable services will be reimbursed to school districts when the districts do not directly incur
the expenses.

5. Give the Board and all other districts where health services are provided by another
government entity, an opportunity to submit identifiable health costs not covered by State
Public Health aid, or any other funding source.  Consider the extent to which such costs are
eligible for Operating aid and ensure such aid goes to the entity that incurred the costs.

6. Assess the Statewide cost implications of implementing Recommendations 4 and 5, and
budget accordingly.

A draft copy of this report was provided to Department officials for their review and comment.
Department officials agreed with our recommendations and indicated that they will take actions to
implement them, and where appropriate, work with State and City Health officials to change policies
and procedures to preclude duplicate State aid claims by the Board.  Their comments have been
considered in preparing this report and are included as Appendix A.

Within 90 days after final release of this report, as required by Section 170 of the Executive
Law, the Commissioner of the State Education Department 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.

Major contributors to this report were William Challice, David R. Hancox, Robert Lindholm,
Thomas A. Nowinski, Donald Geary, Wayne Bolton, Lawrence Julien and Nancy Varley.

Yours truly,

Carmen Maldonado
Audit Director

cc: Robert L. King
Barbara A. DeBuono, M.D.

 William C. Thompson, Jr.
 Edward Torres



Exhibit 1

STATE AID FOR EDUCATION OVERPAYMENTS
FOR STATE AID YEARS 1991-92 THROUGH 1995-96

      GENERAL

SCHOOL STATE          EDUCATION EXCESS

YEAR AID YEAR COSTS  AID COST AID TOTAL OVERPAYMENT1 2 3

1990-91 1991-92 REPORTED $2,860,163,572 $2,860,163,572

RECALCULATED 2,858,291,483 2,858,291,483

DIFFERENCE $1,872,089 $1,872,089 $1,872,089

1991-92 1992-93 REPORTED $2,872,664,960 $2,872,664,960

RECALCULATED 2,870,830,313 2,870,830,313

DIFFERENCE $1,834,647 $1,834,647 $1,834,647

1992-93 1993-94 REPORTED $2,567,294,569 $456,112,096 $3,023,406,665

RECALCULATED 2,567,294,569 455,117,734 3,022,412,303

DIFFERENCE $994,362 $994,362 $994,362

1993-94 1994-95 REPORTED $2,686,811,025 $458,017,320 $3,144,828,345

RECALCULATED 2,685,590,567 457,022,958 3,142,613,525

DIFFERENCE $1,220,458 $994,362 $2,214,820 $2,214,820

1994-95 1995-96 REPORTED $2,712,938,146 $458,662,254 $3,171,600,400

RECALCULATED 2,711,686,808 457,667,892 3,169,354,700

DIFFERENCE $1,251,338 $994,362 $2,245,700 $2,245,700

TOTAL OVER-

PAYMENTS $9,161,618

Notes 1. School Aid is calculated by State Education in the year following the School Year.  This is the State Aid Year.

2. Excess Cost Aid was included in the General Aid amount in State Aid Years 1991-92 and 1992-93.

3. State Education recalculated New York City's School Aid after deducting City Health's costs from the district's reported costs.  As a result of
    this recalculation, State Education determined that the district had received an overpayment in each of the years in the audit period.
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