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From the Editor - Ken Cerini
Welcome to the latest issue of the Special EDition. There continues to be a lot
happening on the rollercoaster ride we call special education. The OSC is continuing
its mandate to audit all special education providers by the year 2018; the NY State
legislature is looking to pass a bill that would provide a year reprieve on the school
psychologist issue; SED has developed a new reimbursement methodology for SEIT
which will be refined and sent to DOB for approval. Providers continue to drop like
flies. Fun times.
You should continue to review your operations, tighten your controls, and develop
policies to ensure your compliance with the CFR claiming manual and the
Reimbursable Cost Manual. You should also consider performing certain “internal
audit/compliance” testing to determine your agency’s compliance with regulations
before the OSC comes to visit.
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In this issue, we have an update on OSC audits, information about the new proposed
SEIT rates, and an overview of the CFR.
We understand that working in the SED world is not easy, and the rate methodology,
looming audits, and staying in compliance can be difficult. We are experts in the
special education marketplace and we are here to help. If you have any questions or
if we can be of any service to you, please call Ken Cerini at 631-582-1600 x203.
Remember, keep a smile on your face; it will make people wonder what you are
thinking about.
Sincerely,

Connected to your students...

		

connected to your program...

connected to your achievement
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Reimbursement Rates
During 2014, the NY State Legislature mandated that the
New York State Education Department modify the SEIT
reimbursement system so that providers of SEIT services would
be paid a fee for each unit of service delivered, as opposed to
payment on a mandated system. In 2015, they further mandated
that SED move from a provider specific rate to a regional
average rate. During May 2015, SED unveiled its proposed
methodology to the field in an effort to elicit comments and
get a final methodology to the NY State Division of Budget for
final approval and implementation.
SED divided the State into 9 distinct regions (See Exhibit
1) and developed a regional rate for each region utilizing
2011/2012 filed CFRs. These regional rates range from a low
of $29.28 (North Country) to a high of $44.56 (NY/LI), per
half-hour mandated unit of service. These rates were adjusted,
as reflected in Exhibit 2, to include a 10% factor for SED’s
estimated spread between mandated and delivered services. To
prevent a dramatic impact on providers, SED is proposing a
phase-in of the regional rates over a four-year period. During
this phase in period, a blended rate encompassing your
current rate and the regional average rate will be used. An
organization in New York City with a current rate higher or
lower than the regional average based upon mandates ($44.56)
would start off with a rate above or below the $48.26 regional
average rate. For example, an organization with a current rate
of $47 per mandated unit of service would have rates for fiscal
2016 through 2019 of $52, $51, $49, and $48, respectively, per
delivered unit of service. Conversely, an organization with a
current rate of $41 per mandated unit of service would have
rates for fiscal 2016 through 2019 of $46, $47, $47, and $48,
respectively, per delivered unit of service. This is outlined in
Exhibit 3 below. The maximum rate that a program can have
in 2016 is $53 as programs with mandated rates per unit in
excess of the $48.26 will be limited to $48.26 as a base for
calculation of delivered rates.

will be reduced from 30% to 25%, and supervising teachers
can no longer be charged to code 215, even though they
only supervise on a part-time basis. All SEIT supervisors
must be charged to code 518, a non-direct care code.
Another proposed change refers to the productivity levels of
SEIT teachers. Under current regulations, a minimum of 66%
and a maximum of 72% of a SEIT teacher’s time had to be spent
performing direct services to children, with the balance of their
time spent performing other required services including travel
time, preparation and attendance at CPSE meetings, staff
development, service coordination (when child gets both SEIT
and RSO), parent interaction, classroom observations, etc. In
more rural areas that require greater levels of travel, SED has
proposed lowering the minimums to 64%, 62% and even 60%,
based upon travel distance and scarcity of service providers.
Finally, SED has determined that SEIT teachers are being
paid significantly more than classroom teachers. As a result,
they may look to limit salaries in excess of “regional average”
salaries. Programs need to make sure that they are paying
appropriate salaries. This will make paying staff on a fee for
service basis a little more difficult.
If you need to understand how the projected new methodology
will impact your program, please feel free to contact us.
Exhibit 1

Although the new regional rates will not be subject to
reconciliation, agencies will need to continue to file CFRs.
These CFRs will be used to adjust regional average rates in
the future and continue to monitor programmatic compliance
with CFR guidelines and the RCM. If RSU does not believe
that costs reflected appear appropriate, they can call for a fiscal
or operational audit to ensure the integrity of the information
provided. In addition, for SEIT, the non-direct care screen
Cerini & Associates, LLP. - Special ED-ition
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The

Exhibit 2

OSC
Corner
Return to Three Year Audits:

				
Exhibit 3

New SEIT Rates
			
								

•
•
•
•
•

Current Rate per mandated unit ......... 47.00 			
Productivity factor ................................ 0.90 ...... (Based upon SED’s projected 90% delivery rate)
Current rate converted to delivered .... 52.22 			
Regional Rate ..................................... 48.26 			
Difference ............................................. 3.96 ......To be phased in over 4 years

As you know, the OSC has been mandated by the State to
perform audits of all special education providers by 2018.
During 2014, the OSC was performing one-year audits of
SED providers and requesting information for additional
years if issues were uncovered. Even though the OSC has
more than 200 audits left to perform for 2015, they have once
again begun requesting three years’ worth of information.
While the OSC has said that they are only focusing on
the most recent year and gathering prior year information
should they need it during their audit, we have seen that the
OSC is asking questions about all years, and it appears that
they are performing three year audits.

								

2016

2017

2018

2019

Provider specific Converted Rate ....... 52.22
Phase in percentage ............................. 15%
Difference between converted
and regional rates.................................. 3.96
Amount to be deducted
from Provider specific rate................... (0.59)

52.22
40%

52.22
70%

52.22
100%

3.96

3.96

3.96

(1.58)

(2.77)

(3.96)

Calculated Rate..................................... 51.63

50.64

49.45

48.26

49.00

48.00

				
•
•
•
•
•

•
Rounded Rate ....................................... 52.00
				

51.00

Recent Reports Issued:
Thus far in 2015, the OSC has not issued many new reports,
but we anticipate additional reports over the next few
months. The issues that continue to be prevalent are:
•

•
•

Current Rate per mandated unit ........... 41.00 			
Productivity factor ................................. 0.90 ..... (Based upon SED’s projected 90% delivery rate)		
			
Current rate converted to delivered ...... 45.56 			
Regional Rate ....................................... 48.26 						

•

Difference ............................................ (2.70) ......To be phased in over 4 years

					

2016

2017

2018

Provider specific Converted Rate ....... 45.56
Phase in percentage .............................. 15%
Difference between converted
and regional rates ................................ (2.70)
Amount to be added
to Provider specific rate ......................... 0.41

45.56
40%

45.56
70%

45.56
100%

(2.70)

(2.70)

(2.70)

1.08

1.89

			
•
•
•
•
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2019

2.70 			

•

Staff/Parent “Perks”: Food costs for staff or parent
meetings are not allowable. Similarly, gifts for holidays,
illnesses, etc. are not allowable.

•

Telephone Costs: The OSC continues to review the cost
of cell phones, etc.

A few things you need to understand about these audits are
that materiality does not come into play; they are looking at
transactions of all sizes and investigating minor differences.
Additionally they have hired a large level of new auditors
to help with the process so the field auditors do not always
have a strong understanding of the SED reimbursement
process. Finally, they are there primarily to uncover areas of
noncompliance. One of the auditors recently told one of my
clients that they were not concerned about the good things
the agency was doing, but that they were there to find all the
things they were doing wrong.
C&A Blog:

•

Allocation of Costs: You need to have clear allocation
methodologies that follow CFR and SED guidelines.
These allocation methodologies need to make sense
and they must be supportable by proper documentation.

•

Vehicle Expenses: If you do not have a detail log, it is
not allowable.

•

Lack of Documentation: If it is not documented, it
is not allowable. For example, if you cannot provide
time sheets for an employee or if time studies are not
performed, you will have issues.

Several of our clients have gone through OSC and OAG
audits over the last few years. As a result, we have become
very familiar with the process. We started a blog outlining
the audit process and how you can begin to prepare for it
now before you are one of the “lucky” chosen. In our blog,
we have covered such things as the initial letter, the OSC’s
request list and questionnaire, the initial meeting, the arrival
of the OSC auditors, etc. To read the blog, go to our website
– Ceriniandassociates.com or type the following URL into
you browser http://www.ceriniandassociates.com/category/
cerini-blog/special-education/

•

Advertising Costs: The RCM is clear as to what type of
advertising cost are allowable. Advertising for student

If you have any questions about the process, please call Ken
Cerini, Partner, at 631-868-1103.

				

•
•

Staff Bonuses: Bonuses need to be linked to performance
or they are not allowable.

recruitment is not allowable.

Cerini & Associates, LLP. - Special ED-ition
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The

Consolidated Fiscal Report
SED guidelines require Executive Directors, Chief Financial
Officers, and auditors of special education programs to have
a strong working knowledge of the Consolidated Fiscal
Report, or CFR. SED has set up a webinar on their website
and there have been CFR trainings throughout the State to
help these individuals become more knowledgeable. These
trainings have focused on the preparation of CFRs, the core
schedules, and the various supplemental schedules that
need to be filed. While these are very important, it is also
important to understand the significant level of information
that exists on the CFR and how C-level executives should
look at the CFR on an overall basis to determine if the
agency is properly spending its funds, has appropriate
controls in place, and is maximizing its efficiencies.
As stated above, the CFR filing for SED programs consists
of certain core schedules (CFR-1, CFR-2, CFR-3, CFR-4
and 4a, CFR-5, and CFR-6) as well as two supplemental
schedules (SED-1 and SED-4). Each schedule has a different
purpose, but at the end of the day, the information on the
various schedules is all integrated and must make sense. In
doing a top side review, CEOs and CFOs should consider
the following:

CFR-1: The purpose of CFR-1 is to outline your costs by

program. Your SED funded programs are broken into costbased programs (special education tuition based programs,
including SEIT, and your IDEA grants) and fee based
programs (EI, evals, RSO, 1:1 aides). Programs cannot
make a profit on their cost-based programs and can make
a profit on fee-based programs. As such, the total revenue
on line 100 of CFR-1 (net of line 86), should not exceed the
total expenses on line 67 of CFR-1 for any of your tuitionbased programs. If it does, it may indicate that there is a
mistake (e.g. too much revenue is recorded in the GL or the
wrong rate was used to calculate revenue). If your expenses
are greater than your revenue in any program, cost or feebased, this is an indication that you may have a loss in these
programs for the year.
Tuition-based programs are subject to two screens, a nondirect care screen, and a total cost screen. The total cost
screen limits your reimbursable expenditures to the prior
year’s reconciled rate per child impacted for any trend factor
(there has not been any trend factor in the past 6 years). As
long as you are utilizing the correct rates, you will be able
to identify if you are hitting a total cost screen when you
6
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compare your expenses to your revenue. The non-direct care
screen is a little harder to determine. SED limits the amount
of non-direct care costs providers can spend in tuition-based
programs to 30%. Any costs above that threshold are nonallowable. Direct costs include salaries and related fringes
for direct care staff (200 and 300 level staff), food, participant
transportation, staff travel, participant incidentals, expensed
adaptive equipment, staff development, contracted direct
care staff, classroom supplies, and depreciation on classroom
equipment (e.g. computers and smart boards). All other costs
are considered non-direct care costs for determination of the
non-direct care screen.
You are required to capitalize all assets that have a value
of $5,000 or more and a useful life of 2 years or more. The
$5,000 value is not a per-item amount, it is a cumulative total
for the year. For example, if you purchased three computers
in September at $1,000 each and another three computers in
May at $1,000 each, according to the RCM, all six computers
should be capitalized.
You should establish an allocation policy and a non-allowable
cost policy. The allocation policy should outline the various
allocation methodologies for each line used on CFR-1
(review Appendix J) and your non-allowable cost policy
should outline how you determine if costs are allowable or
not. You should utilize both the RCM and Appendix X of
the CFR.

CFR-2: The CFR-2 summarizes all of your costs by

program. The key to this schedule is that your revenues and
expenses need to be reconciled to your financial statements
(provided your financial statements and CFR are filed on
the same year-end). Your reconciliation should appear in a
supporting schedule of the CFR.

CFR-3: The CFR-3 outlines agency administrative

costs incurred by the agency. Line 68 shows your overall
administrative percentage for your SED program. The
higher this percentage, the more likely you will hit a nondirect care screen. Administrative costs are allocated to the
various programs utilizing the ratio value method.

CFR-4: The CFR-4 outlines the salaries paid by the

provider to employees. The salaries are reflected by position
title code. As previously outlined 200 and 300 level staff
are considered direct and the rest of the staff are non-direct.

When SED reviews CFRs, they are interested in ensuring
that staff are not misclassified between direct and nondirect. As a result, they will focus on certain position title
codes used by your agency:
•

Supervising Teacher (PTC 215 vs 518) – Both of these
are supervising teachers. Code 215 should only be for
teachers who are supervising for 25% or less of their
time. An individual charged to 518 should have an
administrative license.

•

IEP Coordinator/Curriculum Coordinator – Programs
often place supervisory staff that are not licensed in this
category or as a program or assistant program director
in order to convert non-direct to direct costs.

•

500 Versus 600 Level Staff – While both of these code
levels are administrative, 500 level staff are chargeable
to programs on CFR-1 while 600 codes are allocated
through CFR-3 using the ratio value method. 500 level
staff, as well as any staff being charged to multiple
programs, should have time studies prepared covering
two weeks each quarter.

You should make sure you have job descriptions that match
out to the work people are performing and to their position
title codes.

CFR-4a: The CFR-4a outlines amounts paid to direct

care outside contractors for services provided to the agency.
There should be no teaching staff on CFR-4a as teachers
should be paid staff and not outside contractors. The position
title codes on CFR-4a are the same as the codes on CFR-4.

CFR-5: The CFR-5 requires providers to disclose related
party payments. This includes wages paid to related parties,
payments made to related entities, repayment of debt, etc.
It is important to remember that unless you have a waiver,
payments made to a related party are held to the lesser of fair
market value or actual costs incurred by the related party.
Any amounts paid in excess of the related parties actual
costs will be disallowed. You should make sure you have
a conflict of interest policy and annual statements signed
by your key management, fiscal staff, board members, audit
committee members, and IT staff.

highest paid employees whose annualized salary is in
excess of $75,000 and all employees generating more than
$125,000 in annualized compensation. What is reflected on
CFR-6 is annualized compensation, not compensation paid.
CFR-6 also requires providers to list the top five providers
that were paid in excess of $50,000.

SED-1: The SED-1 requires providers to disclose

information about their classes and the students they serve.
The approved classroom ratios reflected on your CFR
should match to your latest approval letter, the students
should make sense given classroom ratios and number
of classes taking into consideration if any classes were
overenrolled, and SEIT services should reflect delivered
and not mandated services on line 115. In addition, unless
a provider is operating solely collaborative integrated
classrooms, non-disabled student counts should be reflected
on SED-1. If you have non-disabled student counts in your
integrated classrooms on SED-1, then you should have
a corresponding amount of offsetting revenue in these
programs on CFR-1.

SED-4: The SED-4 focuses on two measurements of

efficiency/productivity of a provider’s related service
delivery. The first is a provider’s delivery rate, which is
its delivered units divided by its mandated units. This
percentage should be in excess of 80%. The second
measurement is the delivered services as a percentage of
available staff and contractors, which is reflected in column
6 of the form. If this percentage is low (below 70% or so),
you need to explain to SED why the percentage is low when
you go for an appeal or a cost waiver due to an increase in
student intensity. This percentage is built off the premise
that related party staff will deliver 50 half-hour units of
service per week. If you are not building those levels of
productivity standards into your staff scheduling, it will be
difficult for you to hit an appropriate percentage.
The CFR is an important document, and contains a lot of
information. If you do not properly complete your CFR,
you will find out during a desk audit or when the OSC or
counties come in to audit you. Take the time to read the
manual and instructions and the RCM (they are both on the
SED website) and if you have any questions, do not hesitate
to contact us.

CFR-6: The CFR-6 requires providers to list the five
Cerini & Associates, LLP. - Special ED-ition
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