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Inspector General 

Subject Report on Review of Training Costs, New York State Department of Social 
Services, Albany, New York for the Period April 1, 1987 to March 31, 1988 

To (A-02-91-02002) 

Arnold R. Tompkins 
Assistant Secretary for 

Management and Budget 

The purpose of this memorandum is to inform you of the issuance on 
July 1, 199 2 of our final audit report to the New York State 
Department of Social Services (NYSDSS). The report is recommending a 
financia1 recovery to the Federal Government of about $4.7 million. A copy 
is attached. 

The primary purpose of this audit was to respond to a request for audit 
assistance by the Department of Health and Human Services (HHS), 
Division of Cost Allocation (DCA) on a specific issue reported in 
New York State’s single audit (CIN: A-02-90-07457) covering fiscal year 
ended March 31, 1988 (FY 1988). The single audit was performed by 
the independent public accounting firm of KPMG Peat Marwick. The 
independent accountants reported that NYSDSS was allocating the costs 
of training based on the estimated number rather than the actual number 
of participants and that “This resulted in a disparity between programs 
benefiting from training and programs charged for training.” In addition 
to the issue disclosed in the single audit, the DCA requested our audit 
address: (1) the need to allocate training costs between Federal 
participating and Federal nonparticipating activities; (2) the basis 
NYSDSS used to support its matching share for contracts with private 
and public institutions; and (3) comments on the administrative 5 percent 
fee charged by NYSDSS on training contracts. 

The NYSDSS,has the responsibility for training social services personnel so. 
that they will have the skill, knowledge, and proficiency to meet the stated 
objectives of the various programs that are administered by the department. 
This training includes both departmental staff and staff of the local social 
services districts. While many training needs are met through internal 
resources, a substantial amount of training is provided through contracts with 
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educational institutions, consultants, and other independent contractors and 
organizations. Almost all (98 percent) of the training contract costs incurred 
by NYSDSS were charged to Federal programs. 

During the period covered by our review (FY 1.988), NYSDSS claimed 
approximately $23.6 million in training contract costs (Federal share $15.4 
million) and approximately $3.6 million in administrative costs (Federal share 
$2 million). Training costs incurred for titles IV-A, IV-E, and XIX made up 
the majority of the costs ($18 million of the $23 million). For this reason we 
reviewed only those contracts whose costs were either wholly or in part 
attributable to title IV-A, IV-E or XIX. The results of our review are 
summarized briefly below and discussed in more detail in the “Findings and 
Recommendations” section of our report. 

We found that NYSDSS: 

o 	 Allocated training contract costs to Federal programs based upon 
estimated rather than actual data. Further, we found that 
NYSDSS did not maintain data which would clearly document 
that the programs charged, on the basis of budgeted data, 
received commensurate benefits from the training provided. 
Consequently, we were unable to determine, on an overall basis, 
the propriety of the approximately $23.6 million in training 
contract costs and approximately $3.6 million in administrative 
costs allocated to Federal programs in FY 1988. We are 
recommending that NYSDSS allocate future training costs based 
upon actual data and maintain documentation which will clearly 
detail that the Federal programs charged received commensurate 
benefit from the training provided. 

o 	 Did not allocate the costs of 93 training contracts, that were 
charged to titles IV-A, IV-E, and XIX, to State programs. We 
believe it was evident from the course descriptions and the 
context of the training material that employees working on State 
funded programs or employees who split their efforts between 
State and Federal programs would require and benefit from 
similar training. We concluded that the NYSDSS allocation, 
which presumed that only employees who worked entirely on 
Federal programs attended the training, was inequitable. 
Therefore, we are recommending a financial adjustment of 
$4,260,430 ($2,804,337 Federal share) and that NYSDSS allocate 
future training costs to all benefiting programs. 
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o 	 Inappropriately used third party contributions as their share of 
training costs. We determined that NYSDSS was not in 
compliance with Federal regulations and program directives 
concerning donations provided by private contractors. We are 
recommending a financial adjustment of $1,125,185 ($703,085 
Federal share) and that NYSDSS discontinue using third party 
contributions by private contractors to meet their share of 
training costs. 

o 	 Did not treat the 5 percent fee charged to private contractors as 
an applicable credit in accordance with the provisions of the 
Office of Management and Budget Circular A-87. This fee was 
established by NYSDSS to help cover the costs related to the 
Office of Human Resource Development’s (OHRD) administra
tive costs. However, NYSDSS used the fee only to cover its 
share of OHRD administrative costs. We are recommending a 
financial adjustment of $351,779 ($199,501 Federal share) and 
that NYSDSS treat this fee as an applicable credit to the total 
OHRD administrative costs prior to claiming Federal financial 
participation (FFP). 

o 	 Was unable to support its basis for allocating administrative 
costs and did not allocate administrative costs to all benefiting 
programs. We allocated administrative costs based on paid claims 
for FY 1988 to all benefiting programs. We are recommending a 
financial adjustment of $567,441 ($452,573 Federal share) and that 
NYSDSS maintain support for its basis of allocation and allocate 
its administrative costs to all benefiting programs. 

o 	 Inadvertently claimed FFP for training contract costs that were 
identified as being funded by State appropriations. We are 
recommending a financial adjustment of $993,310 ($554,05 1 
Federal share). 

Further, as a result of our review of internal controls, we identified what we 
believe are two reportable conditions. First, our substantive testing disclosed 
that NYSDSS has not modified its system of allocating training contract costs 
from the estihated to the actual number of attendees, this condition was 
addressed by the HHS’, Departmental Appeals Board in 1984 and reported 
as a finding each year in the New York State single audit report since 1988. 
Secondly, NYSDSS has not maintained required documentation needed to 
support its allocation of $3.6 million of OHRD administrative costs for 
FY 1988. 
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Additionally, we found that NYSDSS did not maintain adequate 

documentation to support the basis used to allocate, among benefiting 

programs, the training contracts claimed in FY 1988. 


In responding to our draft report (Appendix C), NYSDSS generally 

disagreed with our findings and recommendations with the exception of our 

finding that NYSDSS inadvertently claimed FFP for training contract costs 

that were identified as being funded by State appropriations. The DCA has 

expressed agreement (Appendix D) with the findings and recommendations 

contained in our report. 


If you have any questions, please call me or have your staff contact John A. 

Ferris, Assistant Inspector General for Human, Family and Departmental 

Services Audits, at (202) 619-1175. 


Attachment 
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SUMMARY 


.. 


This report provides you with the results of our review of training costs 
which the New York State Department of Social Services (NYSDSS) 
allocated to Federal programs during the period April 1, 1957 to March 31, 
1988 (FY 1988). The primary objective of our review was to provide audit 
assistance to the Department of Health and Human Services, Division of 
Cost Allocation (DCA) on a number of issues relating to training contract 
costs. 

During the period covered by our review, NYSDSS claimed approximately 
$23.6 million in training contract costs (Federal share $15.4 million) and 
approximately $3.6 million in administrative costs (Federal share $2 million). 
Training costs incurred for titles IV-A, IV-E, and XIX made up the majority 
of the costs ($18 million of the $23 million). Based on our review, we are 
recommending that $4,260,974 of the training contract costs claimed and 
$452,573 of the administrative costs claimed be refunded to the Federal 
Government. In addition, we found that NYSDSS did not maintain 
adequate documentation to support the basis used to allocate among 
benefiting programs, the training contract and related administrative 
costs claimed in FY 1988. The results of our review are summarized 
briefly below and discussed in more detail in the “Findings and 
Recommendations” section of this report. 

We found that NYSDSS: 

o 	 Allocated training contract costs to Federal programs based upon 
estimated rather than actual data. Further, we found that 
NYSDSS did not maintain data which would clearly document 
that the programs charged, on the basis of budgeted data, 
received commensurate benefits from the training provided. 
Consequently, we were unable to determine, on an overall basis, 
the propriety of the approximately $23.6 million in training 
contract costs and approximately $3.6 million in administrative 
costs allocated to Federal programs in FY 1988. We are 
recommending that NYSDSS allocate future training costs based 
upon actual data and maintain documentation which will clearly 
detail that the Federal programs charged received commensurate 
benefit from the training provided. 

o 	 Did not allocate the costs of 93 training contracts, that were 
charged to titles IV-A, IV-E, and XIX, to State programs 
although we believe it was evident from the course description 
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and the context of the training material that employees working 
on State funded programs or employees who split their efforts 
between State and Federal programs would require and benefit 
from similar training. Therefore, we concluded that the NYSDSS 
allocation, which presumed that only employees who worked 
entirely on Federal programs attended the training, was 
inequitable. We are therefore recommending a financial 
adjustment of $4,260,430 ($2,804,337 Federal share) and that 
NYSDSS allocate future training costs to all benefiting programs. 

o 	 Inappropriately used third party contributions as their share of 
training costs. We determined that NYSDSS was not in 
compliance with Federal regulations and program directives 
concerning donations provided by private contractors. We are 
recommending an adjustment of $1,125,185 ($703,085 Federal 
share) and that NYSDSS discontinue using third party 
contributions by private contractors to meet their share 
of training costs. 

o 	 Did not treat the 5 percent fee charged to private contractors as 
an applicable credit in accordance with the provisions of Office of 
Management and Budget Circular A-87. This fee was established 
by NYSDSS to help cover the costs related to the Office of 
Human Resource Development’s (OHRD) administrative costs. 
However, NYSDSS used the fee only to cover its share of OHRD 
administrative costs. We are recommending an adjustment of 
$351,779 ($199,501 Federal share) and that NYSDSS treat this fee 
as an applicable credit to total OHRD administrative costs prior 
to claiming for Federal financial participation (FFP). 

o 	 Was unable to support its basis for allocating administrative costs 
and did not allocate administrative costs to all benefiting 
programs. We allocated administrative costs based on paid claims 
for FY 1988 to all benefiting programs. We are recommending 
an adjustment of $567,441 ($452,573 Federal share) and that 
NYSDSS maintain support for its basis of allocation and allocate 
its administrative costs to all benefiting programs. 

o 	 Inadvertently claimed FFP for training contract costs that were 
identified as being funded by State appropriations. We are 
recommending an adjustment of $993,310 ($554,051 Federal 
share). 
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Further, as a result of our review of internal controls, we identified what we 
believe are two reportable conditions. First, our substantive testing disclosed 
that NYSDSS has not modified its system of allocating training contract costs 
from the estimated to the actual number of attendees even though this 
condition was addressed by the Department of Health and Human Services, 
Departmental Appeals Board in 1984 and reported as a finding each year in 
the New York State single audit report since 1988. Secondly, NYSDSS has 

.. 	 not maintained required documentation needed to support its allocation of 
approximately $3.6 million of OHRD administration costs for FY 1988. 

The NYSDSS responded to our draft report on April 30, 1992 (Appendix C). 
In its response, NYSDSS disagreed with the findings and recommendations 
contained in this report with the exception of our finding that NYSDSS 
inadvertently claimed FFP for training contract costs that were identified as 
being funded by State appropriations. The DCA expressed agreement with 
the findings and recommendations contained in our report (Appendix D). 

... 
111 




TABLE OF CONTENTS 


Page No. 

SUMMARY 

INTRODUCTION 

.. 
Background 
Scope of Review 

FINDINGS 

1. 

2. 

3. 

4. 

5. 


6. 

AND RECOMMENDATIONS 

Use of Estimated Data to Allocate 

Contract Costs 

Recommendations 

NYSDSS Comments 

OIG Response 


Federal Nonparticipating Programs 

Recommendations 

NYSDSS Comments 

OIG Response 


Third Party In-Kind Contributions 

Recommendations 

NYSDSS Comments 

OIG Response 


Five Percent Fee 

Recommendations 

NYSDSS Comments 

OIG Response 


Allocation of Adminis ,trative Costs 


Recommendations 

NYSDSS Comments 

OIG Response 


Improper FFP Training Costs 

Recommendations 

NYSDSS Comments 


i 


1 


1 

2 


4 


Training 

8 

12 

12 

13 


13 

16 

16 

16 


17 

18 

18 

19 


19 

21 

22 

22 


22 

23 

24 




TABLE OF CONTENTS 


Page No. 

Internal Control Report 

1. 	 Control Environment 
Recommendation 
NYSDSS Comments 

2. 	 Control Procedures 
Recommendation 
NYSDSS Comments 

24 

25 
26 
26 

26 
27 
27 

APPENDIX A - Summary of Recommended adjustments 
by program for the period 
April 1, 1987 to March 31, 1988 

APPENDIX B - Summary of Federal Share Amounts 
Questioned By Federal Program for 
the period April 1, 1987 to March 31, 1988 

APPENDIX C - State Comments 

APPENDIX D - Division of Cost Allocation Comments 



c 


INTRODUCTION 


Background 

The New York State Department of Social Services (NYSDSS) has the 
responsibility for the training of Social Services personnel so that they will .. 
have the skill, knowledge, and proficiency to meet the stated objectives of 
the various programs that are administered by the Department. This 
training encompasses both departmental staff, and staff of the local social 
services districts. 

The NYSDSS conducts these activities through its Office of Human 

Resource Development (OHRD). This office oversees and coordinates the 

necessary functions to satisfy the Department’s training goals. The office 

provides direct liaison with all program areas (local, State, Federal), 

identifies training needs, and arranges for training resources to meet these 

needs. Additionally, it ensures that State and local staff are trained in 

management and administrative skills, maintains a recordkeeping system for 

all training, awards and administers training contracts, manages the Materials 

Resource Center and the department library, and develops appropriate 

evaluation systems for internal and external training activities. 


While many training needs are met through internal resources, a substantial 

amount of training is provided through contracts with educational institutions, 

consultants, and other independent contractors and organizations. 


Almost all of the training contract costs incurred by NYSDSS were charged 

to Federal programs. During the period covered by our review (FY 1988), 

these Federal programs and their Federal financial participation (FFP) 

percentages, as contained in the applicable titles of the Social Security Act 

were as follows: 


o IV-A - Income Maintenance (FFP 50 percent) 
o IV-D - Child Support Enforcement (FFP 68 percent, 70 percent) 
o IV-E - Foster Care and Adoption (FFP 75 percent) 
0 VII - Food Stamps (FFP 50 percent, 75 percent) 
o XVI - Disabili-ty Determination (FFP 100 percent) 
o XIX - Medical Assistance (FFP 50 percent, 75 percent, 

90 percent) 
oxx- Social Services (Block Grant) (FFP 100 percent) 
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Training contract costs that are incurred at the State level are claimed 
through NYSDSS’ Central Office Cost Allocation Plan (COCAP). Training 
contract costs that are incurred at the local districts are claimed in 
accordance with the NYSDSS Manual Bulletin Transmittal 143b. The 
training contract costs were charged directly to programs and the 
administrative costs incurred by OHRD were allocated to programs 
based on the dollar value of the training contracts. 

During our audit period, NYSDSS claimed approximately $23.6 million in 
contract training costs for 121 contracts and approximately $3.6 million for 
administrative costs. The Federal Government reimbursed NYSDSS 
approximately $15.4 million and $2 million respectively through the following 
funding sources. 

CONTRACT ADMINISTRATIVE 
TITLE AMOUNT COSTS FFP 

IV-A $ 3,054,482 $ 1,527,241 $ 545,211 $ 272,605 
IV-D 1,261,595 883,117 249,895 172,122 
IV-E 8,165,937 6,124,452 1,426,018 1,069,513 
VII 302,898 151,865 7,044 3,522 
XVI 225,723 225,724 47,615 47,615 
XIX 7,055,768 3,567,803 715,137 445,708 
xx 2,951,060 2,951,060 588,713 0 
NYS 554,063 0 0 0 

Total $23,571,526 $15,431,262 $3,579.633 $2,011,085 

Scope of Review 

Our review was conducted in accordance with generally accepted government 

auditing standards. The primary objective of our audit was to provide audit 

assistance to the Department of Health and Human Services (HHS), 

Division of Cost Allocation (DCA) on a specific issue reported in New York 

States’ single audit (CIN: A-02-90-07457) covering fiscal year ended 

March 31, 1988. The single audit was performed by the independent public 

accounting firm of KPMG Peat Marwick. On page 32 and 33 of their audit 

report (CIN: A-02-90-07457), the independent accountants reported that 

NYSDSS was allocating the cost of training contracts based on the estimated 

number rather than the actual number of participants. “This resulted in a 

disparity between programs benefiting from training and programs charged 

for training.” 
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In addition to the issue disclosed in the single audit, the DCA requested our 
audit to address: 

1. 	 The need to allocate training costs between Federal participating 
and Federal nonparticipating activities. 

2. 	 The basis NYSDSS used to support its matching share for 
contracts with private and public institutions. 

3. 	 Comments on the administrative 5 percent fee charged by 
NYSDSS on training contracts. 

In order to accomplish our audit objectives, we reviewed pertinent 

documentation and held discussions with cognizant New York State (NYS) 

and Federal officials. Specifically, we reviewed the total amount of training 

contract costs that were claimed by NYSDSS during FY 1988. This included 

reviewing the charging instructions for 121 training contracts, the NYSDSS’ 

methodology for allocating contract costs and administrative costs to 

benefiting programs, the Training Management and Evaluation Fund 

(TMEF) account, the NYSDSS’ position for using third party contributions as 

its share of training costs, and the allowability of OHRD administrative costs. 

We selected 93 of the 121 training contracts for review. The bases of this 

selection was that the majority of the cost (approximately $18.3 million of 

the approximately $23.6 million) were associated with the 93 contracts 

selected. We also reviewed, with officials from the Office of Human 

Development Services (OHDS), Health Care Financing Administration 

(HCFA) and the Administration for Children and Families (ACF) the course 

content for a number of training contracts we selected for review. We also 

discussed NYSDSS’ methodology for using third party contributions as its 

share of training costs with private organizations with OHDS, HCFA and 

ACF officials. 


In addition, since this review is financially related, we performed a review 

of the internal control structure that we determined to be managerially 

significant and important to the achievement of the specific audit objectives. 

Our review of internal controls included tests and procedures that we 

considered necessary to evaluate the Department of Social Setices (DSS) 

reporting of expenditures relating to training contracts. In order to plan the 

audit and determine the nature, timing, and extent of tests to be performed, 

we obtained an understanding of the internal control structure. 
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To facilitate this understanding of the internal control structure, we held 

discussions with DSS officials, analyzed organizational charts, prepared 

flowcharts, reviewed the NYS single audit reports for FY’s 1988, 1989, 1990, 

and reviewed Federal and State regulations regarding the claiming of training 

contract costs. 


We classified significant internal control structures, policies and procedures in 

the following categories: (1) claims processing, (2) cost allocation, 

(3) cost sharing, and (4) fees charged contractors for the costs incurred in 

administering the training program. We tested selected items, assessed 

control risk at the maximum for each of the categories and decided to 

perform substantive testing. 


We found that the items tested were in compliance with applicable laws, 

regulations, policies and procedures except for the matters discussed in the 

Findings and Recommendations section of this report, With respect to items 

not tested, nothing came to our attention that caused us to believe that NYS 

had not complied, in all material respects, with those applicable laws, 

regulations, policies and procedures. 


The audit field work was performed at DSS and the offices of OHRD in 

Albany, New York during the period January 1991 to November 1991. 


FINDINGS AND RECOMMENDATIONS 

Use of Estimated Data to Allocate Training Contract Costs 

On pages 32 and 33 of the NYS single audit report for the FY ending 
March 31, 1988, the independent public accountants reported that NYSDSS 
was allocating the cost of training contracts based on the estimated number 
rather than the actual number of participants. According to the single audit 
report, 

II 
. . . the system in place for charging the various program areas for 

training was inadequate. Charging instructions prepared by OHRD 
served as the supporting documentation for distribution of training 
expenditures. The charging instructions were prepared based on the 
estimated number of participants. The actual number of participants 
was maintained by OHRD but there was no reconciliation of the 
expected participants to the actual participants. This resulted in a 
disparity between programs benefiting from training and programs 
charged for training.” 
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As a result, the independent accountant “questioned costs” of $14,457,277 in 
their audit report. The questioned amount represented the amount of 
training contract costs that the NYSDSS had claimed in FY 1988 under titles 
IV-A, IV-D, IV-E, XIX, XX, and VII. The independent accountants’ report 
also contained a recommendation that costs for training should be allocated 
based on the actual number of participants from each program area 
benefiting from the training activity carried out. 

.. 
In addition, we found that the HHS, Departmental Appeals Board (DAB) 
had addressed the issue in February 1984. One of the issues in Decision 
No. 520 covered the NYSDSS allocation of training costs based on estimates 
of who would be trained without adjusting the allocation to reflect actual 
enrollment. The DAB upheld a determination made by HHS, OHDS that 
the State must adjust its claims to reflect actual enrollment. 

Our review confirmed the KPMG Peat Marwick finding that NYSDSS was 
allocating training contract costs to programs based on the estimated rather 
than the actual number of participants. The entire amount of training 
contract costs claimed (approximately $23.6 million) during our audit period 
was allocated based on the estimated number of participants. 

The NYSDSS maintains that it may not be cost efficient to allocate costs 
based on an actual basis because OHRD would need additional staff to 
input the actual data into its computer system. This would result in 
additional administrative time and cost. Also, NYSDSS contends, based on 
an analysis they performed, that there would be very little difference 
between the two methodologies. 

The analysis performed by NYSDSS represented a comparison of the actual 
attendance and average gross amount of training costs allocated by funding 
source for FY’s 1987 and 1958. The allocations by funding sources were 
based on estimated participants. During our review, we requested support 
for the analysis performed by NYSDSS. We were advised that document
ation supporting their conclusion was discarded. However, we noted that 
this analysis was reviewed by KPMG Peat Max-wick during their subsequent 
(FY 1990) single audit. And, according to the FY 1990 report, the 
independent accountants noted ‘I. . . that there were material differences 
between the two on a program by program basis.” 

In order to determine if a significant difference did exist between an 
allocation based upon estimates rather than the actual number of 
participants, we selected two training contracts for a detailed review. 
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The first contract selected was Contract No. COO2056with Hudson Valley 

Community College (HVCC). According to the terms of this contract, 

HVCC was to provide 102 courses to an estimated 1,925 participants during 

the period January 1987 through May 1988 at a cost of $430,000. The cost 

of this contract was entirely charged to titles IV-A, IV-D, IV-E, XIX and XX 

based on estimated attendees. We reviewed the documentation that was 

provided by OHRD which included the contract files, list of trainee courses, 

and trainee rosters. We were able to determine that 1,317 participants 

actually attended the courses. We were unable to determine the programs 

that actually benefited from the training because the trainee rosters did not 

indicate what program or programs they were actually working on at the 

time they took the training. 


The second contract selected was Contract No. COO1993with the National 

Association of Black Social Workers. The terms of the contract specified 

that one course (6 sessions) titled, “Facilitating African-American Adoption” 

would be provided to an estimated 210 participants during the period 

March 1987 through February 1988 at a cost of $112,500. This contract was 

entirely charged to title IV-E based on the estimated attendees. Our review 

of NYSDSS documentation indicated that 147 participants actually attended 

this training. However, we were unable to determine the program or 

programs that actually benefited from the training because the trainee rosters 

did not indicate what program or programs the attendees were actually 

working on at the time the training was given. 


In the absence of the attendee data that would indicate the program or 

programs which actually benefited from the training provided under the 

above two contracts, we were unable to complete our objective to determine 

if there was a significant difference between an allocation based upon 

estimates rather than the actual number of participants. Consequently, we 

were unable to provide the DCA with any assistance in the resolution of the 

independent accountants’ single audit report recommendation concerning the 

$14,457,277 of “questioned costs”. 


Nevertheless, we believe that NYSDSS should allocate future training costs 

to programs based on the number of actual participants. 


Recommendations 


We recommend that NYSDSS allocate future training contracts to programs 

based on the actual number of participants and maintain documentation 

which will clearly detail that the programs charged actually benefited from 

the training provided. 
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NYSDSS Comments 

In their response to our draft report, NYSDSS stated that it disagreed with 
our findings and recommendations. The NYSDSS contended that in 
developing their current allocation procedures for training, it thoroughly 
examined a number of considerations and alternatives before selecting the 
methodology that is now part of the approved plan. The NYSDSS also 

. 	 stated that the DCA approved its present methodology when it approved its 
Cost Allocation Plan (CAP) in June 1989. The NYSDSS further maintained 
that to base the allocation on actual attendance would force it to constantly 
adjust financial arrangements made at the time of contract negotiations and 
would overemphasize financial considerations at the expense of program 
needs. 

Lastly, the State indicated that it believed that the DAB decision No. 520 
cited in our draft report was not applicable to the subject currently at issue. 

OIG Response 

Although NYSDSS contends that it thoroughly examined a number of 
considerations and alternatives prior to selecting estimated or budgeted 
attendance data as the basis for allocating training contract costs, NYSDSS 
was not able to provide us during our field review with any data 
documenting the analysis that was performed. Further, NYSDSS did not 
submit an analysis with its response to our draft report detailing that an 
allocation based upon budgeted data resulted in an allocation which 
approximates a distribution based upon actual data. 

The State contends that the DCA approved its training contract allocation 
methodology when it approved its CAP in June 1989. The NYSDSS 
neglected to mention that the DCA placed certain conditions on its approval 
of the CAP. Specifically, in the letter dated June 30, 1989, the DCA advised 
the State that the plan was approved subject to a number of conditions. 
One of the conditions was that “the costs claimed for Federal financial 
participation must be allowable under the law, the cost principles contained 
in Office of Management and Budget (OMB) Circular A-87 and program 
regulations”. In addition, the approval letter states that “Nothing contained 
herein should be construed as approving activities not otherwise authorized 
by approved program plans, or Federal legislation or regulations”. The DCA 
officials advised us that NYSDSS’s training contract allocation methodology 
was not in compliance with OMB Circular A-87 and notified NYSDSS that 
its FY 1988 allocation methodology was still at issue in a letter dated 
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September 27, 1990. That letter was sent to NYSDSS after the State’s own 
independent accountants questioned the FY 1988 training costs claimed by 
NYSDSS because of the methodology the State used to claim the costs. 

.. 


The State contends that to base an allocation on actual attendance would 
force it to constantly adjust its financing arrangements made at the time of 
contract negotiations. The State, however, did not explain how the 
subsequent adjustment of allocations initially made on the basis of budgeted 
data to one based on actual data would be an onerous task. 

Regarding DAB decision No. 520, we cited that decision in our draft report 
because it related in part to the adjustment of training costs allocated on 
budgeted data to an allocation based on actual data. The NYSDSS states it 
believed that decision No. 520 was not applicable to the methodology 
currently at issue. However, NYSDSS did not explain why it believed that 
decision was not related and why the circumstances involved in our audit 
were distinguishable from those in the DAB decision. 

We continue to recommend that NYSDSS allocate training contracts to 
programs based on the actual number of participants and maintain 
documentation which will clearly detail that the programs charged actually 
benefited from the training provided. 

Federal Nonparticipating Programs 

State programs which are not supported by Federal funds are referred to by 
the State as “Federal Nonparticipating Programs” (FNP). Examples of these 
programs are the Home Relief program, State Mandated Medical Assistance 
programs, and the State Foster Care program. 

The NYSDSS allocated the costs of 121 training contracts to participating 
programs under titles IV-A, IV-D, IV-E, VII, XVI, XIX, and XX programs 
in FY 1988. In order to evaluate the propriety of NYSDSS allocations, we 
examined 93 training contracts that were charged to titles IV-A, IV-E, and 
XIX out of a 121 total training contracts. These titles were selected on the 
basis that the majority of the training cost were charged to titles IV-A, IV-E, 
and XIX (approximately $18.3 million of the approximately $23.6 million). 
The 93 contracts provided for 178 individual courses. 

Our review showed that 82 of the 178 training courses were for general type 
training (e.g., personal development, systems, management, legal, etc.). 
Contract No. COO2056 with the HVCC which we discussed in our preceding 
finding is an example of a contract that provided for general training. One 
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of the projects within this contract was titled, “Personal Development and 
Skills Training for State DSS Staff’. The project included a series of courses 
intended to improve basic job related skills. The topics included career 
planning, leadership skills, and designing, using and interpreting charts, 
graphs, and tables. The NYSDSS allocated the entire $430,000 cost of this 
contract to the titles’ IV-A, IV-D, IV-E, XIX, and XX programs. There was 
no allocation to FNP programs. There were also no records available 
documenting that all the 1,317 attendees at the courses provided under this .. 
contract worked entirely on Federal supported programs. 

The remaining 96 training courses we examined did not provide for general 
type training and the entire costs relating to the 96 were charged directly to 
the titles’ IV-A, IV-E, and XIX programs. A number of these courses were 
provided under Contract No. COO1508 awarded to the State University of 
New York (SUNY) at Albany. One project within this contract, was titled, 
“Statewide Training for Eligibility Workers” at a cost of $950,743. The 
targeted training population consisted of 360 new income maintenance (IM) 
examiners and 125 new medical assistance (MA) examiners from the local 
districts. The training was intended to provide a strong foundation of 
knowledge and skills related to the process of appropriate eligibility 
determination, ensuring the acquisition of skills and approaches that maintain 
appropriate professional standards and client dignity and worth and, reduce 
current error rates. The context of the training material stated that this is 
“Generic Eligibility Workers Training.” This project was entirely charged to 
title IV-A with no allocation to FNP programs. 

Based upon our initial examination of the 93 training contracts, we believed 
that NYSDSS had not equitably charged its training contract costs to Federal 
programs in FY 1988. With regard to the general type training, it appeared 
illogical to us that NYSDSS would provide such training only to employees 
who worked entirely on Federal programs. Certainly employees who worked 
on State programs or who split their efforts between FFP and FNP programs 
would need similar training. Yet, there was no allocation of the general 
training to the FNP programs. With regard to the non-general training, it 
also appeared to us that certain FNP programs had benefited from the 
training provided. Consequently, we discussed these issues and specific 
training courses we examined with program representatives from OHRD, 
HCFA and the ACF. 
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Title IV-E 

We reviewed course material from a number of contracts which NYSDSS 
charged to the title IV-E program with representatives from OHDS. In 
general, the OHDS advised us that the foster care and adoption training 
provided by NYSDSS benefited both FFP and FNP programs and that the 
related costs should have been allocated to both programs. Further, OHDS 
informed us that they had previously issued two policy announcements that 
deal directly with this issue. The first policy announcement ACYF-PA-87-05, 
which was issued on October 22, 1987, states in part that allowable 
administrative costs (including training) “. . . must be allocated to title IV-E, 
State foster care and other State/Federal programs in such a manner as to 
assure that each participating program is charged its proportionate share of 
the costs.” In addition, the policy states that: “The allocations may be 
determined by case count of title IV-E-eligible children in relation to all 
children in foster care under the responsibility of the State title IV-E/IV-B 
agency or on some other equitable basis.” This policy was further supported 
by the second policy announcement ACYF-PA-go-01 dated June 14, 1990. 

Title XIX 

We reviewed course descriptions for contracts that were charged to the 
title XIX program with HCFA representatives. Based upon the course 
descriptions we provided, HCFA indicated that the State Medicaid program 
may also have benefited from the training provided. The HCFA stated that 
title XIX training costs should be allocated to a particular cost objective to 
the extent of benefits received. 

Additionally, HCFA felt that an allocation of both general and direct training 
costs allocated based on COCAP MA-ALL other category percentages may 
be a reasonable approach for allocation. 

Titles IV-A 

We reviewed course descriptions for contracts that were charged to the 
title IV-A program with ACF representatives. One contract discussed was 
Contract No. COO1508with SUNY at Albany that we described above. It 
was their opinion that the training costs relating to this contract should 
have been allocated between MA and IM examiners. In addition, ACF 
indicated that the IM component should have been further allocated to FNP 
programs. 
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The ACF advised us that as a result of an administrative cost review 
conducted in 1986, the ACF regional office advised NYS of the need to 
identify the benefiting programs and to allocate costs accordingly. 
Furthermore, in other allocation situations, the State occasionally bases its 
allocation on case/recipient counts. This is an example of an acceptable 
basis for allocating costs to all benefiting programs. Lastly, ACF indicated 
that it would be equitable to allocate title IV-A general and direct program 
training costs based on the percentages utilized in the local districts’ cost 
allocation plan No. 143b. 

Based upon our review of course descriptions selected from 93 contracts and 
our discussions with Federal program representatives, we concluded that 
NYSDSS had not equitably allocated its FY 1988 training contract costs to 
Federal programs. 

Since the State cannot document its position that all training was provided to 
only employees working on Federal programs and because it would appear 
from the data reviewed that FNP programs benefited from the training 
provided, we recommend that the FY 1988 training contract costs allocated 
to titles’ IV-A, IV-E, and XIX be allocated to both FFP and FNP programs. 
Further, we recommend that the training contract costs allocated to these 
Federal programs in FY 1988 be reduced by $4,260,430 (Appendix A). Our 
recommended reduction was calculated as follows. For title IV-E, we 
allocated $7,670,740 of contract costs that were charged directly to the title 
IV-E program to FFP and FNP programs based on case count of title IV-E 
eligible children in relation to all children in foster care. This allocation 
resulted in a recommended adjustment of $2,555,890. For title XIX, we 
allocated $6,739,598 of training contract costs to FFP and FNP programs 
based on the percentages utilized in the NYS COCAP. Specifically, the 
percentages developed for the MA-ALL other category. This category 
utilizes the Medicaid Eligibility Status report for individuals eligible for 
medical services under Federal MA and State MA programs. This allocation 
resulted in a recommended adjustment of $715,756. Lastly, for title IV-A, 
we allocated $2,763,512 of training contract costs based on the percentages 
utilized in the local districts’ DSS cost allocation plan Bulletin No. 143b, 
specifically, the percentages developed for schedule D-l. This schedule 
utilizes the claiming of eligible IM expenditures report for services under 
Federal IM and State IM programs. This allocation resulted in a 
recommended adjustment of $988,784. The amounts that were allocated 
represented the total training costs charged to each title during FY 1988 less 
adjustments for third party in-kind contributions, NYSDSS adjustments, and 
adjustments resulting from an audit of training contract costs performed by 
HCFA. 

11 



Our FNP allocations resulted in a total adjustment of $4,260,430 ($1,589,334 

for general training and $2,671,096 for direct program training). The 

Federal share amount of the adjustments is $2,804,337 ($1,065,819 for 

general training and $1,738,518 for direct program training). See 

Appendix B for a summary of the Federal share amounts questioned 

by Federal program. 


Recommendations .. 

We recommend that NYSDSS: 

1. Refund $2,804,337 to the Federal Government. 

2. 	 Maintain documentation which clearly details which programs 
benefit from future training and, where applicable, allocate 
training costs to all benefiting programs. 

NYSDSS Comments 

The NYSDSS does not agree with our recommended adjustment of 
$2,804,337 for failing to allocate training contract costs to FNP programs. 
The NYSDSS contends that the auditors are imposing requirements that go 
beyond existing Federal statues, regulations and its approved CAP. In 
addition, NYSDSS indicated that the auditors did not properly consider the 
intent behind its training program or its prerogative in deciding how it would 
administer its General Assistance programs and did not recognize that it 
would be subjected to unequal treatment compared to other States with no 
General Assistance programs. 

Also, NYSDSS believes that OHDS’ policy announcement ACYF-PA-87-05 
goes far beyond the import of the regulation at 45 CFR Part 235 and OMB 
Circular A-87 and that OHDS has no authority to direct what costs a “State 
only” program must pay. In addition, NYSDSS contends that this policy 
announcement controverts a June 14, 1984 letter from OHDS that supports 
charging training costs to the title IV-E program. 

Finally, NYSDSS stated that this policy announcement was released on 
October 22, 1987, which was more than half-way through the State fiscal year 
being audited, without public notice and an opportunity for comment. 
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OIG Response 

Federal regulations stipulate that a cost is allocable to a particular cost 
objective to the extent of benefits received by such objective. To be in 
compliance with Federal regulations, NYSDSS should allocate training costs 
to the programs (Federal and State) that benefit from the training. If 
NYSDSS elects to provide and fund programs that receive no Federal 
support, then NYSDSS is responsible to fund the training costs related to .. 
those programs. It is evident that for FNP programs established, similar 
general type training as provided for Federal programs would also be 
required. 

With regard to NYSDSS comment that OHRD’s policy announcement 
ACYF-PA-87-05 has no authority to direct what costs a State only program 
must pay, the policy announcement does not address costs which relate to 
State only programs. Instead, the policy addresses issues which relate to 
what costs are allowable charges to the Federal title IV-E program. Further, 
the policy announcement supersedes the earlier correspondence from OHDS 
rather than controverts it as the State contends in its response. 

Lastly, NYSDSS’s statement that the policy announcement was released half 
way through the State’s fiscal year being audited is a correct observation. 
But, the State has taken no action to comply with the intent of the policy 
announcement either retroactively or prospectively. Moreover, we would 
note that the provision of OMB Circular No. A-87 (section C.1.a. of 
Attachment A), which provides that a cost is allocable to a particular 
objective only to the extent of benefits received, was in effect prior to the 
start of the State’s fiscal year. 

We continue to recommend that NYSDSS refund $2,804,337 to the Federal 
Government and maintain documentation which clearly details which 
programs benefit from future training. Further, it should allocate training 
costs to all benefiting programs as required by Federal regulations. 

Third Partv In-Kind Contributions 

Historically, NYS has not fully funded the nonfederal share of training 
activities within NYSDSS. This has caused NYSDSS to seek support from 
private sources. One area that required financial support was contractual 
services. The Federal Government, through its Operating Divisions 
(OPDIVs), provides financial support up to its regulated FFP level. The 
NYSDSS has obtained contractor support to fund the bulk of the nonfederal 
share, which has generally been through in-kind matches for contract costs. 
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We found that NYSDSS used third party in-kind contributions as its share 
of training costs claimed under titles IV-A, IV-D, IV-E, and XIX in 
FY 1988. We determined that NYSDSS was not in compliance with Federal 
regulations and program directives concerning funds donated by private 
contractors. 

It is our position, with respect to private contractors, that third party 
contributions do not qualify as the State’s share of training costs. For 
contracts charged to titles IV-A and IV-D, our opinion is based on 45 CFR 
section 235.66 (b) - Private Funds. This section states that funds donated 
from private sources may be considered as the State’s share in claiming FFP 
only if they meet the following conditions: 

0 	 transferred to the State or local agency and are under its 
administrative control; 

o 	 donated without any restriction which would require their use for 
the training of a particular individual or at particular facilities or 
institutions; and 

o do not revert to the donor’s facility or use. 

For contracts charged to title XIX, we based our opinion on the regulation 
in effect during the audit period, 42 CFR section 433.45(b): 

o 	 Private Donated Funds As State’s Share. This section states that 
funds donated from private sources may be considered as the 
State’s share in claiming FFP only if they meet the following 
conditions: 

The private funds are transferred to the State or local 
Medicaid agency and are under its administrative 
control. 

The private funds do not revert to the donor’s facility 
or use unless the donor is a nonprofit organization, and 
the Medicaid agency, of its own volition, decides to use 
the donor’s facility. 

For contracts charged to title IV-E, we based our opinion on their policy 
interpretation question (PIQ) 84-6 dated October 22, 1984. According to the 
PIQ, 
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“Third party in-kind contributions are not allowable for replacing the 
State’s share for Federal matching purposes under the title IV-E 
Foster Care and Adoption Assistance Program. Donated funds may 
not be used for similar purposes if they revert to the donor or have 
restrictions on their use.” 

For review of this area, we selected all 50 training contracts with private 
contractors that were allocated to titles IV-A, IV-D, IV-E, and XIX during 
FY 1988. Our review showed that for all contracts reviewed under the four 
titles, third party in-kind contributions were not transferred to the State 
or local agency or otherwise met the conditions stipulated in the afore

.. 


mentioned Federal regulations or OPDIV directives. 
donations were retained by the private contractors. 
entered into a $150,000 contract (CO01993) with the 
Black Social Workers to provide title IV-E training 
1986 through March 1988. According to the terms 
charged $150,000 for this contract to the title IV-E 

Instead, these restricted 
For example, NYSDSS 
National Association of 

for the period October 
of this contract, NYSDSS 
program and received 

reimbursement for $112,500 or 75 percent FFP. The NYSDSS actually paid 

the private contractor $105,000. The difference of $45,000 consisted of an 

administrative fee of $7,500 which we discuss in the next finding and $37,500 

of third party in-kind contributions. 


It is our opinion that the $37,500 of third party in-kind contributions 

provided under Contract COO1993 and the third party in-kind contributions 

provided under the other contracts charged to the four titles did not meet 

the criteria for use as the State’s share of training costs. We determined 

that the funds donated were not transferred to the State or local agency and 

were not under its administrative control and were restricted as to their use 

for training activities on each contract. 


The NYSDSS contends that there is no statutory or regulatory authority that 

prohibits the operation of its training program in the manner described 

above. 


By not meeting its share of contract costs, NYSDSS improperly claimed 

$1,125,185 and received Federal funds of $703,085 in excess of the maximum 

Federal participation specified in the contract award documents. See 

Appendix B of our report for a summary of the Federal share amounts 

questioned by Federal program, 
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Recommendations 

We are recommending that NYSDSS: 

1. Refund $703,085 to the Federal Government. 

2. 	 Discontinue using third party contributions provided by private 
contractors to meet its share of training costs. 

NYSDSS Comments 


In their comments, the NYSDSS states that it does not agree with the 

recommended adjustment of $703,085. The NYSDSS contends that the 

auditors misapplied Federal regulations at 45 CFR 235.66 (b), 42 CFR 

433.45 (b) and program directive PIQ-84-6 in determining that NYSDSS was 

in error for using third party in-kind contributions from private contractors as 

its share of training costs because these regulations and the programs 

directive pertain to donated funds. Instead, NYSDSS indicated that the third 

party in-kind services in question should be governed by OMB Circular 

A-102, Attachment F. In addition, NYSDSS contends that the auditors’ 

reliance on PIQ-84-6 is inconsistent with OMB Circular A-102 and is 

therefore inappropriate. 


The NYSDSS also stated that the auditors position with regard to in-kind 

contributions provided by private contractors would result in a significant 

disadvantage to prospective private training providers that submit responses 

to requests for proposals and force NYSDSS to violate the provisions of 

Attachment 0 of OMB Circular A-102. 


OIG Response 


The State’s position that provisions of OMB Circular No. A-102, Attachment 

F are applicable to the in-kind contributions at issue is, in our opinion, 

incorrect. We would note that the introductory paragraphs of 38 FR 26274, 

published September 19, 1973 affecting 45 CFR Part 74 contains an expla

nation as to the relation of OMB Circular No. A-102 to the regulations 

contained in Part 74. Specifically, one of the introductory paragraphs 

stipulates that “Subpart A of Part 74 provides general requirements 

applicable to Part 74 as a whole, and is roughly analogous in function 

to the basic A-102 circular documents. Subparts B through P of Part 74 

correspond on a one-to-one basis with Attachments A through 0 of the 

Circular”. Further, we would note that the provisions of Attachment F of 

OMB Circular A-102 generally correspond with the provisions of Subpart G 
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of 45 CFR Part 74 with regard to the criteria and procedures governing the 

allowability and evaluation of cash and in-kind contributions in satisfying 

matching or cost sharing requirements of HHS grants. 


A further review of the CFR’s shows that the programs covered by our audit 

were specifically excluded from the in-kind provisions contained in Subpart G 

of 45 CFR Part 74. Section 201.5 (e) of 45 CFR excludes the title’s IV-A 

and IV-E programs from subpart G, section 301.15 (e) of 45 CFR excludes 

the title IV-D program, and section 430.30 (e) of 42 CFR excludes the title 

XIX program. Therefore, it would appear that the State’s contention that 

the provisions of OMB Circular No. A-102 Attachment F are applicable to 

the in-kind contributions at issue is incorrect. And, we believe that the 

regulations that we cited in our draft report were correct. 


Lastly, we believe that our position on in-kind contributions provided by 

private contractors would not force the State to violate the provisions 

contained in OMB Circular A-102, Attachment 0 as NYSDSS contended in 

its response. 


We are continuing to recommend that NYSDSS refund $703,085 to the 

Federal Government and discontinue using third party contributions provided 

by private contractors to meet its share of training costs. 


Five Percent Fee 


As stated in the previous finding, NYS has not fully funded the nonfederal 

share of its training activities. This also included the nonfederal share of 

OHRD administrative costs incurred for monitoring the contract process. 

The NYSDSS has obtained support through cash assistance. The cash 

assistance is in the form of a fee that NYSDSS assesses to private 

contractors awarded training contracts. The fee is assessed at 5 percent of 

the total contract amount. The fee is placed in a special account called the 

TMEF and is used to pay the State share of salaried and nonsalaried costs 

of OHRD. 


It is our opinion that NYSDSS should treat the 5 percent fee which it 

charged to private contractors as an applicable credit in accordance with 

OMB Circular A-87. Attachment A, section C.3.a. states that: “Applicable 

credits refer to those receipts or reduction of expenditure-type transactions 

which offset or reduce expense items allocable to grants as direct or indirect 

costs.” 
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The terms of the training contracts which NYSDSS awarded to private 

contractors stipulate that NYSDSS will pay the contractor only the sum of 

the funds committed as FFP less a 5 percent administrative fee. For 

example, NYSDSS entered into a $150,000 contract (CO01993) with the 

National Association of Black Social Workers to provide title IV-E training. 

The’ NYSDSS charged $150,000 for this contract to the title IV-E program 

and received reimbursement for $112,500 or 75 percent FFP. The NYSDSS 

actually paid the contractor $105,000. The difference of $45,000 consisted of 

the third party contribution of $37,500 which we discussed in the preceding 

finding and $7,500 representing the administrative fee assessed to the 

contractor. At the time it paid the contractor $105,000, NYSDSS transfers 

the 5 percent to the TMEF account. 


During FY 1988, NYSDSS deposited $351,779 in fees assessed to private 

contractors directly into the TMEF account to be used to fund the 

nonfederal share of OHRD administrative costs. We believe that this 

amount meets the definition of an applicable credit and therefore, should be 

offset against total administrative costs prior to claiming for FFP. 


Applying the $351,779 as an applicable credit resulted in an FFP adjustment 

of $199,501. See Appendix B of our report for a summary of Federal share 

amounts questioned by Federal program. 


Recommendations 


We recommend that NYSDSS: 


1. Refund $199,501 to the Federal Government. 

2. 	 Apply the 5 percent administrative fee as an applicable credit to 
total OHRD administrative costs prior to claiming for FFP. 

NYSDSS Comments 

The NYSDSS indicated that our recommendations regarding the 5 percent 
fee are inappropriate. The NYSDSS contends that the 5 percent fee is not 
a credit but a fee and, as such, is program income as defined in OMB 
Circular A-102, Attachment E. In addition, NYSDSS stated that these costs 
were part of the CAP approved by DCA and the CAP clearly explained that 
NYSDSS was using the fee to meet the nonfederal share of training 
expenditures. 
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OIG Response 

We disagree with NYSDSS’s position that the 5 percent fee was program 
income instead of a credit. The training contractors did not remit 5 percent 
of their costs to the State. Rather, the State reduced or credited the amount 
of costs it paid to the contractors by 5 percent. Hence, the contractors did 
not provide the State with any funds which could be classified as income. 
The only income provided to the State, from the 5 percent fee arrangement,.. 
was from the Federal Government when the State billed the Federal 
Government for the 5 percent reduction. Thus, if the State’s position is 
correct, the Federal Government would provide the income which the State 
now claims as its nonfederal share. 

With regard to the State’s contention that its use of the 5 percent fee was 
clearly explained and approved in its CAP, we would note that the DCA 
approval letter dated June 30, 1989 clearly stated that a separate review will 
be made of the State’s use of the 5 percent fee to determine if the sources 
of revenue and ultimate application as State share comply with Federal 
regulation. 

We continue to recommend that NYSDSS refund $199,501 to the Federal 
Government and apply the 5 percent administrative fee as an applicable 
credit to total OHRD administrative costs prior to claiming for FFP. 

Allocation of Administrative Costs 

We found that NYSDSS could not support its basis for allocating OHRD 
administration costs and did not allocate administrative costs to all benefiting 
programs. 

OMB Circular A-87, Attachment A, section J.l. Cost Allocation Plan, 
requires that: 

“A plan for allocation of costs will be required to support the 
distribution of any joint costs related to the grant program. All costs 
included in the plan will be supported by formal accounting records 
which will substantiate the propriety of eventual charges.” 

In addition, OMB Circular A-87, Attachment A, section C.2.a, states that: 

“A cost is allocable to a particular cost objective to the extent of 
benefits received by such objective.” 
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As part of our audit, we reviewed NYSDSS’s cost allocation plan. The plan 
provides that OHRD costs will be allocated according to a set of percentages 
based on the dollar value of the contracts for each Federal title. The 
contracts are identified by program and by dollar value. The dollar values 
are totaled by program, and the program amounts divided by the grant total 
to identify the percentages of allocation to each program area. 

.. 
During FY 1988, NYSDSS used the following percentages for allocation of 
OHRD administrative costs. 

Period Period 

Title 4/l/87-9/30/87 Percent 10/l/87-3/31/88 Percent 


IV-A $ 4,066,686 15.17 $ 2,346,298 15.30 

IV-D 1,542,994 5.76 1,283,134 8.37 

IV-E 11,000,361 41.03 5,900,443 38.48 

XIX 5,290,696 19.73 3,107,827 20.26 

xx 4,530,671 16.90 2,442,992 15.93 

VII 40,000 .15 38,165 .25 

XVI 337,217 1.26 216,031 1.41 

Total $26,808,625 100.00 $15,334,890 100.00 


The dollar values shown by program were based on the charging instructions 
established for each training contract. However, NYSDSS did not include 
the dollar value for State appropriated funds. The charging instructions were 
based on the estimated number of participants. 

One of our audit steps was to review NYSDSS’ support for the allocation 
percentages. The NYSDSS was unable to provide supporting documentation 
for the above dollar values. According to NYSDSS officials, the contract 
listing which supports the charging instructions was not maintained. In 
addition, the listing was generated from a data file that is perpetually 
changing. Consequently, NYSDSS was unable to reconstruct the listing and 
we were unable to verify the allocation percentages used. In addition, since 
the allocation percentages were based on the charging instructions (estimated 
participants), we were unable to determine if OHRD administrative costs 
(approximately $3.6 million) was properly allocated to benefiting programs. 

Furthermore, NYSDSS failed to allocate OHRD administration costs to all 
benefiting programs. We determined that NYSDSS’ allocation basis did not 
include the dollar value and related percentage for training contracts 
supported by State appropriations. Failure to allocate costs to this objective 
resulted in an inequitable distribution of training costs to Federal programs. 
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Since NYSDSS could not support its allocation base and did not allocate 
OHRD administrative costs to State appropriations, we believe it would be 
appropriate to allocate OHRD administration costs based on the amount 
claimed by NYSDSS during our review period 
The following is a summary of the total amount 
related allocation percentages we used. 

.. 

TITLE 


IV-A 

IV-D 

IV-E 

VII 

XVI 

XIX 

xx 

State 


Total 


In addition, based 
titles IV-A, IV-E, 

CONTRACT 

AMOUNT 


$ 3,054,482 

1,261,595 

8,165,937 


302,898 

225,723 


7,055,768 

2,951,060 


554,063 


$23,571,526 


(approximately $23.6 million). 
claimed by title and the 

PERCENT 


12.96 

5.35 


34.64 

1.29 

.96 


29.93 

12.52 

2.35 


100.00 


on our review of training contracts that were charged to 
and XIX, we further allocated OHRD administrative costs 

to FNP. We based our allocations on the percentages described in our FNP 
finding. 

We used the total amount claimed even though it was allocated to programs 
based on estimates instead of actual participants. We found that even 
though NYSDSS could not provide actual figures, training was conducted 
that involved Federal as well as FNP programs. 

Our allocations based on the total amount claimed resulted in an adjustment 
of $71,400 FFP. Our allocations to FNP resulted in an adjustment of 
$567,441 or $381,173 FFP. 

Recommendations 

We recommend that NYSDSS: 

1. Refund $452,573 to the Federal Government. 

2. 	 Maintain supportingdocumentation for the allocationof OHRD 
administrative costs. 
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3. Allocate OHRD administrative costs to all benefiting programs. 

NYSDSS Comments 

.. 


The NYSDSS mentioned in its response that subsequent to the issuance of 

the draft report, it met with the auditors and certain agreements were 

reached regarding the amount of State appropriations which should be 

included in the base to allocate OHRD administrative costs. Regarding the 

allocation basis used by the auditors to recalculate the allocation of 

administrative costs, NYSDSS contends that the auditors are attempting to 

impose their own allocation basis for which they have no legal authority. 

Since there were no substantial differences between the basis used by 

NYSDSS and HHS, there is no reason to change from the approved plan. 


OIG Response 


We have adjusted our final report to reflect the amount of State 

appropriations which should be included in the base used to allocate OHRD 

administrative costs as agreed upon in the meeting mentioned by the State in 

its response. 


The NYSDSS did not maintain documentation to support its basis for 

allocating OHRD administrative costs as required by OMB Circular A-87. 

In the absence of documentation that supported the original allocation, we 

utilized the only documentation that was available to us to evaluate the 

propriety of the original allocations claimed. 


The State did not provide any comments relative to our inclusion of our 

calculated Federal nonparticipating adjustment in the base to allocate 

OHRD administrative costs. Consequently, we continue to recommend that 

NYSDSS refund $452,573 to the Federal Government, maintain supporting 

documentation for the allocation of OHRD administrative costs and allocate 

OHRD administrative costs to all benefiting programs. 


Improper FFP Training Costs 


Four training contracts identified as being funded by State appropriations 

were inadvertently claimed by NYSDSS for FFP. According to the terms of 

the contracts and the charging instructions, a percentage of each contract’s 

total costs would be funded exclusively by State appropriations. 
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The following is a summary of the total contract amount claimed for our 
audit period and the portion identified as State appropriated for the four 
training contracts. 

CONTRACT 
CONTRACTOR CONTRACT NO AMOUNT NYS 

State University of 
New York (SUNY) at Albany COO1508 $ 3,551,589 $228,000 

SUNY at Buffalo COO1615 8,590,059 259,651 
Cornell COO2065 11,616 5,674 
Cornell COO2163 1,208,322 499,985 

Total $13,361,586 $993,310 

For the two SUNY contracts,NYSDSS inadvertentlyallocatedthe State 
appropriated amounts to accumulator code #662 (Welfare Management 
System - New York City) instead of a FNP accumulator code. Accumulator 
code #662 was claimed for FFP. 

The State appropriated amounts for the two Cornell contracts were 
inadvertently allocated to OHRD’s administrative cost accumulator code 
#006 instead of an FNP accumulator code. Both amounts were included as 
part of the approximately $3.6 million that NYSDSS allocated to Federal 
programs. 

We determined thatthe wrong accumulator code was assignedby NYSDSS 
at the time of allocation.These coding errorsresultedin a total adjustment 
of $993,310 ($554,051 Federal share). See Appendix B of our report for a 
summary of Federal share amounts questioned by Federal program. 

Recommendations 


We recommend thatNYSDSS: 


1. Refund $554,051 to the 

2. 	 Establish procedures to 
coded with the proper 

Federal Government. 

ensure that training contract costs are 
accumulator code. 
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NYSDSS Comments 

The NYSDSS stated it concurred with our recommendations and indicated 
that it would make the necessary adjustment. 

Internal Control Report 

.. 	 As mentioned in the scope of our audit section of this report, our audit was 
conducted in accordance with generally accepted government auditing 
standards. The third supplemental reporting standard for Government 
financial audits requires the auditor to discuss: 

0 	 the scope of the auditor’s work in obtaining an understanding of 
the internal control structure and in assessing control risk; 

0 	 the entity’s significant internal controls or control structure 
including the controls established to ensure compliance with laws 
and regulations that have a material impact on the financial 
statements and results of the financial related audit; 

0 	 the reportable conditions identified as a result of the auditors 
work in understanding and assessing the control risk. 

Since the objective of our audit was to provide audit assistance to the DCA 
on a specific issue identified in the FY 1988 single audit and also to develop 
an overall position on training contracts, we performed a financial related 
audit. In the scope section, we identified the State’s significant internal 
control structure, policies and procedures. We also explained the work 
performed in obtaining an understanding of the system. Based on our 
understanding, we assessed control risk at the maximum level and decided to 
perform substantive testing. As a result of our review of internal controls 
and the information obtained during our substantive testing, we have 
identified deficiencies in the State’s controls. We believe these deficiencies 
meet the criteria of a reportable condition. 

A reportable condition is a significant deficiency in the design or 
operation of the internal control structure which could adversely affect 
the organization’s ability to record, process, summarize and report 
financial data consistent with the assertions of management. 

Our substantive testing disclosed that NYSDSS has not modified its system 
of allocating training contract costs from the estimated to the actual number 
of attendees even though this condition was addressed by the DAB in 1984 
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and reported as a finding each year in the single audit report since 1988. 

Without an actual basis, we could not determine whether the approximately 

$23.6 million claimed during FY 1988 was properly allocated to the 

benefiting programs. In addition, NYSDSS has not maintained required 

documentation needed to support its allocation of approximately $3.6 million 

of OHRD administration costs for 

FY 1988. Based upon our review, we believe reportable weaknesses exist in 


.. the State’s system for identifying and claiming FFP for training costs. 

Control Environment 


Appendix A of the Statement on Auditing Standards Number 55 indicates 

that the auditor, in evaluating the control environment, should review the 

methods of assigning authority and responsibility. As part of this study, the 

auditor should consider I’. . . entity policy regarding such matters as 

acceptable business practices . . . .‘I The guidance goes on to state that 

management control methods include consideration of “Establishing and 

monitoring policies for developing and modifying accounting systems and 

control procedures, including the development, modification, and use of any 

related computer programs and data files.” 


We determined that NYSDSS allocated training contract costs to benefiting 

programs based on estimated participants which is contrary to OMB Circular 

A-87 cost principles. As a result, we were unable to determine whether the 

total amount of training contract costs (approximately $23.6 million) for FY 

1988 was properly allocated to benefiting programs. 


We found that this issue was addressed by the DAB in 1984 based on an 

appeal by NYSDSS of an audit of title XX training contract costs. In their 

decision No. 520 dated February 29, 1984, the DAB concluded ‘I. . . we 

uphold the Agency’s determination that the State must adjust its claims to 

reflect actual enrollment.” In addition, this issue was identified and reported 

as a finding in the single audits for FY’s 1988, 1989, and 1990. We were 

also advised by the Public Accountants responsible for the current single 

audit that this issue will again be reported as a finding. 


During our review, we requested an explanation as to why NYSDSS has not 

modified their allocation system. We were advised by NYSDSS officials, 

that: 1) such a modification would result in additional administrative time 

and cost, and 2) based on a statistical analysis performed by NYSDSS, the 

difference between the two methodologies was minimal. 

During our review, we attempted to allocate selective contracts based on 
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actual participants. Our objective was to compare our results with NYSDSS 
allocations. However, the documentation provided by NYSDSS was 
incomplete and we were unsuccessful. 

Recommendation 

To correct the identified control environment deficiency, we recommend that 

.. 	 NYSDSS modify its system to allocate training contract costs based on actual 
participants. 

NYSDSS Comments 

The NYSDSS did not respond to our recommendation in their comments 
provided on our draft audit report. 

Control Procedures 

During our review, we requested documentation that supported the basis 
used by NYSDSS to allocate OHRD administrative costs to benefiting 
programs. We found that NYSDSS could not support its basis for allocating 
OHRD administrative costs. 

According to OMB Circular A-87, a plan for the allocation of cost will be 
required to support the distribution of any joint costs related to the grant 
program. All costs included in the plan will be supported by formal 
accounting records which will substantiate the propriety of eventual charges. 

The NYSDSS’s CAP states that OHRD costs will be allocated according to a 
set of percentages based on the dollar value of the contracts for each 
Federal title. The dollar values were based on the charging instructions 
established for each training contract. 

According to NYSDSS officials, the contract listing which supports the 
charging instructions was not maintained. In addition, the listing was 
generated from a contract data file that is perpetually changing. 
Consequently, NYSDSS could not reconstruct the listing. 

Without supporting documentation, we were unable to determine whether 
approximateluy $3.6 million of OHRD administrative costs were properly 
allocated to benefiting programs. 
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Recommendation 

We recommend that NYSDSS maintain supporting documentation for the 
allocation of OHRD administrative costs. 

NYSDSS Comments 

.. 	 The NYSDSS did not respond to our recommendation in their comments 
provided on our draft audit report. 
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APPENDIXA 

A SUMIIARY ADJUSTtlENTSOF RECOIlWENDED -. 
BY PROGRAI1 

FOR THE PERIOD 
APRIL 1, 1987 - tlARCH31, 1988 

THIRD 
ACTUAL FEDERAL PARTY 

ACC. VS. NON - WWIHD 
CONTIIIBUT.CODE PROGRAfl TITLE ESTItiATE PARTICIPATING 

9bA ADlXAFi IVA # ? 5998,384 LS18,595 

9bC CHILBSUPPORT IV0 N N 559,978 

9bC CHILDSUPPORTIVB 3 N ?17,841 

AUOCATIIB OF 
AUNINISTRATIONCOSTS 

L MPROPER 

FIVE AIMIN. AllJUSlt3 FP TOTAL 
PEBCENTCOSTS ALLOCATIONTRAINING UNALLOWABLE 

FE FNP : BASIS CONTRACTS FP 

537,074 5143,349 148,968 5202,750 51,744,531 

513,049 N 535,097 535,300 5143,424 

53,571 u 30 -. SO 521,412 

9bDlPFOSTERIAOOPT. IVE N 52,555,890 5503,103 5139,394 53bI.335 5111,913 5205,171 53,878,307 

9bElfi lfA-FAf!ILYlfMlSXIX N 554,788 (51,235) $893 56,504 5136,937 545,135 5252,921 

?bF IA-SKILLEB XIX N 535,975 518 534,375 518,057 I521,3181 5154,447 f222,555 

951 tWlTHEB XIX N $513,992 	 >5225,785 539,726 533,185 15330,035) 558,244 5641,897 
. 

953 EM. SERVICESxx # I N 559,212 N L84,608 595,031 5239,851 .. 

9bL FOOIISTAtiPS VII N N 511,869 N (323,297) 5113,727 5102,299 

9bQ FIS - ADP VII N N 554 N (5152) 533,794 533,706 

143 DISABILITY XVI N N 512.052 N 58.028 56,725 S26,806 

STATE FNP N N N 50 05o.!l491 540,975 (59,674) 

TOTAL *N 54,2b0,430 51.125.185 3351,779 3557,4g 50 5993,310 57,296,145 

N = Bid not review 


I 1 = hard AdjustPent 
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APPENDIXH 

A SUtiHARYOF THE FEDERALSRARE AHOUNTS 

au. 
CODE PROGRAH 1ITLE 

96G ADCEAFl IVA 

96C CHILD SUPPORT IVD 

96C CHILD SUPPORT IVD 

960/PFOSTFR/AOOPT. IVE 

96EIHnkflrlfILYr,yrs XIX 

96F i!A-SKILLED XIX 

961 .M-OTHER XIX 

196~ 6m SERVO xx 

96L FOOD'STARPS VII 

960 F/S - AOP VII 

143 UISARILITr XVI 

STATE FNP 

TOTAL 

N = Did not review 

I 1 = Ward Adiustnent 

GUESTIONEDBY FEDERALPROGRAUS 
- FOR THE PERIOD 

APRIL 1, 1987 - RARCH 31, 1988 

THIRD 
ACTUAL FEDERAL PARTY FIVE 

vs. NON - IN-KIND PERCERT 

ESTIHATE PARTICIPATING CONTRIEUT. FEE 

N r:94,393 S159,348 El&537 
, 

H N 541,985 $9,134 

N N $12.132 s2,42a 

N 11,916,918 1377,327 SlO4,920 

N %58,300 IC1,113I $804 

N $27,731 %13 125,781 

N $306,995 $113,393 $19,863 

N N N so 

N $5,934 

N $48 

N $12,052 

N N 

N $2,804,337 S703,085 s199,501 

ALLOCATIONOF 
ADUIXISTRATIONCOSTS 

ADIIIN. ADJUSTED. 

COSTS 4LLOCATION 
FNP BASIS 

$74,175 s24,484 

N 124,560 

N so 

$271,002 583,935 

55,853 s123,153 

S13?550 (E15,9891 

$16,593 IS165,0171 

N so 

N ISll,b48I 

N IS1141 

N SR,028 

so so 

ml,173 s71,400 

IUPROPER 
FFP .TOTAL 

TRRAINW6 UNAUQWABLE 
CONTRACTS FFP 

5101,380 $872,317 

324,710 SlOOJ97 

so $14,560 

slS3,446 S2,907,548 

S40,hU c?27,619 

SllS,835 $166,921 

$29,122 mo.949 

so $0 

$56,864 s51,150 

$25,346 S25,280 

$6,726 S26JO6 

SO so 

%554,051 s4,713,547 
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R&X HHS/OIG Review of Trainhg 
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l?xiodAprill, l287toMarch 

31, 1988 (A-02-91-02002)92-

013 


This iscnxresponsetothesubjectreport's~tions~ 

theclaimi.ngofi'ederal Financial FQrticipation. (FFP) for-training and 

administrativecosts: 


-d&ion: XLlocatefuturetrainiwcontractstoP~bas~~ 

theactualmm&erofparticipants andmabtaik docummtationwhich will 

clearly detail that the proqramscfiameda&uallvbenefitedfrcanthe 


. . 

trauuw pravided, 


FlfSPOlYSXX This zcmme&ationcontainsnofiscalim~licaticnsandno 
refundtothefederalgoverrmmt is suggested. We believe that our 

existing appmed methcd of allOc&ing training msts is both 

appropriateandacaxate. Conversiontoasystemhsedonthe various 


Prograrrtsw=L in cur view, resultonlyinadditionaladmhktrative 

costs. 


A cost a.llo@zion methcdolcgy substitutes for.di.rect charging by 

reasonablyreplicatingwhat wouldhave been dlstmbuted on a dire& 

charge basis, thus avoiding the necessity for detailed admhktrative 

effort for cost finding, accountingaMcMming. Anythew 

allocationbasisisusedasasubsti~fordirectchaq~ thereare 

often severdl differerrt ways in which costs can be allocated. 

Consideration is given to the-advantages anddisadvantagesofeati 

approachandthea~~~thatismostequitableisselected. 


AN EQUAL OPPOKl-UNlTY/AFFfRMATIVE ACTION EMPLOYER 



. 
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IndevelopingourCostAllocatimPlan 

aamined a numkr ofc0nsidezatims 


Appendix 
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(CAP) fortraining, WethorcplgNy 

and alternatives before selecting
- -


C 
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themethcdol0gytbati.s nmpartofthe DqarbeW~sammvedplan. The 

presvrtIneth0dwhicbusesestimatedattendance, isbasedontheplan 

appmvedbythe Federal Division of Cc& Allocation in June 1989 

effective retmactively to October 1982, As such, it covers the audit 

peri0d. Tkismethcdpmvides stabilityinthe financial axrangea'ients 

made at the timeofcontractnegotiationsconsistentwithourneedt0
. . . 

al10cateour1imit&lzekmxstomeet regumad iz,mmmg corrlmimts. 

lbbasethealbcationonacixalatk&ance wou,ldforcetheDeparbmt 

toamstmtlyadjustthosef inancingarrangemerrtssoasto assure that 


there wculd be sufficient fur& available to fulfill theplanned 

trainhgcommi~. Tbiswmldovereq&asizefinancialconside?zkions 


at mew+== of- -=a-, notsemethebestinterests 
. 
 -

oftheFede.raltmimng~ 


Itshouldbemtedthatthe auditors relied on Deparhaentalm 

Hoard (DPJ3)decision $520 as support for their position of using actual 

vs. estimatedatte&axe~ HoweVer, we believe that the cm 

involved in this auditaredistinguishable fmmthose inv0lvedinthe 

DABdecisionwhi&maks thatdecision irq@.icable here. 


Recmmmdation: Refund $2,804,337 to the Federal g0vernment. 


Rfxmmmdation: Maintaind0cumen .tation which clearly details which 

pm mefit froanfuture traininq and, mere asmlicable. all~te 


. . 


. 

Response: Ip reamm&g that we refund $2,804,337 for failing to 

establish a Federal Non Participating (FNP) factorforthecostof 
trahingcontracts submitted forFederal &mbmzmmt, theauditorsare 
. . . 

that go beyod edsting Fed& statutes, 

Depzbmt8samxcwedCAP. Intakingthatp0sition,
CiI!$EZOIlSF 


$heatitorsdidnotpmperlyconsider~intentbehird the training 

program Or the Statels prexgativeindecidinghowitwouldabbkter 

itsC%neral Assistance Pxqmxus. RJrthq the auditors did not 


. 

recognbe that the State would be subjected to unegual.bXak?.nt 

ampredtitierstateswi~noGeneralAss~programs. 


Fedexalxegulationsat4S CE.Part23S a?~veryspecificabaut who may 

be- when FIT is availableandtheanmuntofFFPavailable. 

Themisn&qintheseregulationsthatZguires theestablishmentof 


an FBP factor, nor is thereanystatutoryauthority for the Fedex&l 

government to do so. 


TheCAPwasreviewedandapproved,bythe Federaloperatingdivisions 

(including those responsible for e Titles XIX, IV-A, W-D 

and IV-E) in I.989 retroactive to 1982. The CAP reflects the 

DepartImt’s decision to limit foxmal training to only Federal 


progranrs* Webelievethattheofficeof Human Development Services' 

(Ol-jDs)(now the Btion for Children and Families) policy 
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anmmm~& ACYF-PA-87-0s goes far beyond the iqurt of the regulation 

at 45 CFR Part 235 and- C.ku&rA-87, by Statingcprtrightthat a 

portionoftrainiqadminkkativecosLs must be allocated to State 

fostercarepmgrams. ‘Note also that both 45 CFR 235.60 and A-87 

remgnizethatFederalregulatimsarelilnilnYiin their authority and 

can zipply only toFederal prog?Zm% 0HEhasnoauthon~to 

directwhatcostsa1?Xateonl~8~ must'pay; consequently~~ is 

a serious question as to the lqitimcy of ACYF-PA-87-05: Furthmm, 

thisrel- controverts OHDS1s June 14, I984 letter (attached) that 

supports chargingWainingcoststotheTitleIV-E program. Itshould 

be noted that ACYF-PA-87-05 was r&eased on October 22, 1987, which was 

morethanhalfwaythroughtheStatefiscalyearp resentlyurxkraudit, 

without public notice and an opportuniQ for ament. 


Recommendation: Refund $703,085 to the Federal gavenrment. 


Rfxommendation: Discontinueusinqthirdpartvcontributionsprovidedby 

private contractors tomeetits shareoftrainincrcosts. -


The auditorshavemisappliedFederdlregulatio~at45 CFR 

42 CT2 433.45 (b) ard program dix6ctive PIQ-84-6 in 


. .

determuung thattheEe~wasinexrorforusingtkkdpartyin

ki&cok&xtionsframpri~teccnrtractorsasits share of kaining 

az&scl&medunderTitles IV-A, IV-D, IV-EandxM. Theregulations 

arrtlguidelinecitedpertainto fuMs donated or transferred to the 

Department- However, theth.irdpartYin-~conkhtionsinqQe.stion 

actuallyrepresent~~madebythecantractors~~fofthe 

-W--L~g*,. areguv~byoMB-ar A-102, 

Attaa F. - tr&kmnsaredefinedinA~chu~tFunder 

Matchiq Share Section 2.d as representing *I...the value- of non& 


.

cordd&ions provided by the grantorandnon-E'ederalparkies.W The 

valueofthesemicespruvidedbythecontraCto~in the execution of 

cur tminingcontie, however, neverbecomeStatefundsthmughthe 

donationor transfer process. Rrrthenaore, section 3.a.3, of 

Attactrment F makes no dkthction between public and primte 

organizationstii&ividualsasthe~auditors at&x@ to do in the 

report- -, theauditorsfailedto 3xcqnize that the contributions 

made were lin-kindllanl not cash donations. 


As fortheauditorsV reliazeonPIQ-84-6, thatprogramdizctive is 

inconsistentwithFederalCMBcircularA-102 guidelinesandistherefore 

inappropriate. 


l3J.?Thennore,theimplicationoftheauditors~positionthatwouldallow 

the Depahmk ticlaimonlypubliccontractors~ in-kindcontribertions 

resultsinasignificantdisadvantageto pmspective private trainhg 

prwiders that sukmit responses to m for proposals. Cur 

contractual tsaining program is designed to provide the trahing 

servicesneededtosupportthe Feaeralprqrmsa~bythe 

Departmentinthemstefficientandcosteffectivemanner possible, We 


seek to- encouragethebroadestpossiblecoqetitionintheprocurement 




Appendix C 

Page 4 of 5
-4-


Ofcontractorsfarour~PrograminOrderto~costslaJand 

to provide a broadoppo&mityforsmallerorganizations, especially 

minority 5mJY?s, topa&icipateaspmviders. !LbeDepartmerrthasmade 

an -licit choice to w its bidders list for ixa&irq contracts to 

thewidestpcssible fieldforthatreasm, The effect has been to 

diversify our trainhg ver~Iors ark3 to lower the costoftrahiiq
. 

wyata considerable savings of both Federal and State 

dollars-


In every insbnce we seek thelowestresponsiblebiddertodothe 

work. Ifthepo~~p~by~eauditorS~toprevail, we would 

be unable, becauseofinsufficient State fun%, toselectanyprivate 
. .

t?zammg vendors. We would be forced to negotiate with public 

ollxpeaticms only, at significantly higher prices for doing the 

-, than for private vendors we would have selected thrcugh 

agptkiitiiddiq. Thispolicymightdrivethoseprivateverdorsout 


. -Attadnmrt 0 of cirarlar A-102 places msponsibilityon 

E6Stomgageinprccmmmt activity consistent with State policy. 

This attaczhmznt, under Lb., states 'fN0 additional proamlmlt 


0rsubardinate332gt3hti0n~shaSLbeimp0sedon~for 

executive agencies,,.n mforceEStodis&qkhbeIxeen@3Iicand 

private 0z-cpnimtions in its bidding process would violate this 

provision. 


.vePercent Fee 


Refund $199,501 to the Federal oovemment-
Rf3Xt7mC3P3EkiOIl: 


Reccmnendation: mly the five percent administrative fee as an 

applicable credit tototaIOHE?Da&ninistrativecostspriorticlaiminq 

for FFP. 


Resmnse: The auditors have relied on Cirwlar A-87, Attaclment A, 

SectionC.3a. (~licablecredits) asthebasis forthis finding. This 

sectionrefersto such credits as purchase aisaxlnts rebates or 

all-, recoveriesofindemnitiesonlosses, saleo~publications, 


&W=h~=5P, incmefroanpersonalorincidentalservices,and 

adjustmats for ovexpayments orerroneouscharges. The five percent 


,. . . 

~tivefeeisnotacredit;itisafeeard,as~,isprogram 

inmme as defined in CE'lBcirailar A-102, AttachmntE. Federal 

regulations at 45 CFR 74.177 state: when czost!3aretreatedas 

. . 

md.xectcosts(orareallocatedpmsuanttoagovernmen t-wide cost 

allccaticn plan), accephmeofthecosts aspartoftheindirectcost 

rateorcostdllocationplanshall~~approval." The training 

CAPwas, infact, amroved by the Federal Division of Cost Allocation, 

effective Cctober 1, 1982, and the CAP clearly qlained that the 

kp?+m-k was using the fee (levy) to meet the non-Federal share of the 

~ManagementandEvaluationRmdexpenditure5. Accordingly, we 

find theauditors' recarmnendationsregardingthe fivepercentfeetobe 

inappropriate. 
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AllocationofMminktmtiveCosts 


Reccmuuendation: Refund S487,571 to the Federal cmvernment. 


Reccamnendation: Maintainsupportinqdocumentation fortheallocationof 

OHRDadministrative~sts. 


Recmmendation: Allocate 0mD administrative costs to all benefiting
-. 


Rt?SPOIlSe: According to the auditors, the Ikparbat's 1987-88 

allocation base forkaining,/adminitivecostsdidnot includeState 

appmpriated funds. Basedontheirrwiewof Deparbat records, they 

conclud& that $1,300,061 should have been included in the allocation 

base. Indiscussionsheldmkeque&totheexitcon@rence, it was 


agreed that w of the $1,300,061 represented fu&ingforStatemzti 


ofFederalpmqrams andthatthose amountswerealreadyincludedin the 

base figures forFedemlprcgramtraining, !theauditorsagre&to 


adjustthefinalreporttoreflectthissituation. L 


Nevertheless, westilldisagreewiththe~ocation~~~ology~by 

the auditorstorecalcu.lateadminktmtivecosts. Thti base consists 


of actu$.~amtxact costs for X387-88, broken down by'- areaon a 


percedage basis. The Department's apymved cost allocation base uses 

thetotalcontractdollarvalue foranycont?xcts thataretobe work& 

on within a Fe&.x.x fiscal year, bmkendownbyprcgmmareaona 

peraatage basis- Theauditorsareatteqtiqtiimposetheirm 

allocationbasis forwhichtheyhavenolegal authority. NevertheleS.S, 


whenawqarisonwasmade betweenthepercentagedissibution~ on 

theapprovedcApandthemethodoloqrdevisedbytheauditors, itbecame 
. 
 What the auditors
cleart3lateerewereno- differences. 

didactually demnskatedthatourappruved~wasequitable. 


l3lmmPer FFP Trainincf costs 

Reaanmt3Mation: Refund $554,051 to the Federal cmvmmt. 


Reammlendatiunt Establish procedures ta ensure that trainim 

_. 


Response: Wegenerally agree withtheauditors' findkJandwil1 

the mcessaq adjustment. 


We trust that our axmnents adequately respond to the 

.
recammendationsandthatyourfinalreportwillbeamendedaccordingly. 


, 

conbct ' 


make 


repoti’S 


AttaChIEut 
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. memorandum 
Date May 27, 1992 


From Director, Division of Cost Allocation 


. 
TO 	 John Tournour 

Regional Inspector General for Audit Services 

SubjectReporton Review of Training Costs, New York State 

Department of Social Services - A-02-91-02002 


In accordance with your memorandum dated May 20, 1992 we reviewed 

the subject report covering training costs for the period April 1, 

1987 to March 31, 1988. 


The only comment we have to offer concerns the second paragraph on 

page i. The draft report circulated on March lo,-1992 noted that 

the State did not maintain adequate documentation to support the 

basis of cost allocation. The proposed final report was revised to 

question the propriety of the training costs not already subject 

to recommended Federal adjustment. It is our understanding that 

there is no audit issue that the training costs were incurred or 

allocable to Federal Programs. The only issue, after adjusting for 

the recommended disallowances, is the support for cost allocation. 

Therefor it is recommended that the initial wording of the draft 

report be used. 



