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INTRODUCTION

THISJULY 2016 REIMBURSABLE COST MANUAL (MANUAL) DEFINES REIMBURSABLE COSTS
FOR THE JULY 2016 - JUNE 2017 SCHOOL YEAR. IT APPLIES TO THE 2016-17 PROSPECTIVE
TUITION RATES AND THE 2016-17 RECONCILIATION ADJUSTMENT FACTORS AND
RECONCILIATION TUITION RATES, AND FINAL AUDIT RATES BASED ON 2016-17 ACTUAL
DATA.

USERS OF THIS MANUAL

When the Manual is silent on the treatment of a cost, it should not be assumed that such costs are
reimbursable or that the method of allocation is deemed appropriate without written approval.
Therefore all users of this Manual are strongly encouraged to contact the New York State Education
Department, Rate Setting Unit, 89 Washington Avenue, Room 302EB, Albany, New York 12234 or
RATEWEB@MAIL.NYSED.GOV with questions or concerns.

This July 2016 Reimbursable Cost Manual (Manual) applies to entities receiving public funds for educating
students with disabilities ages 3-21 in private schools, special act school districts (SASDs), Boards of
Cooperative Educational Services (BOCES), public school districts and municipalities under Article 81 and/or
Acrticle 89 of the Education Law.

Approved entities should recognize that information in financial reports is continually analyzed and any part of
this Manual may be modified from year to year based on that analysis. Continuous review by the New York
State (NY'S) Education Department (Department) other NY'S agencies, NYS Division of the Budget (DOB) (as
mandated by the Institution Schools Act) and municipalities providing funding to entities under Section 4410
of the Education Law may also result in modifications. Since this Manual is revised and updated on a periodic
basis, questions arising about a subject not described herein will be reviewed by the Department and treatment
of such subjects may be described in subsequent editions of the Manual.

Final costs are determined upon field audit and will be considered for reimbursement provided that such costs
are reasonable, necessary and directly related to the education program. Costs must also have adequate
substantiating documentation. Designation of a cost as reimbursable during the initial rate-setting
process or during the reconciliation process does not mean that the cost will be reimbursed through the
final audit rate since all rates are subject to adjustment on field audit, in accordance with Section 200.18
of the Commissioner's Regulations and this Manual. A more detailed review of expenditures during an
audit may reveal that costs reimbursed during a prior rate calculation for that fiscal year should not be
reimbursed. Entities will be given an opportunity to review and comment on the draft audit report before the
report is made final.

Section I, Definitions

Section I1, Cost Principles, describes costs the Department considers reimbursable in the calculation of tuition
rates for approved programs.

Section 11, General Requirements, provides information on recordkeeping requirements, general accounting
standards and definitions for entities receiving reimbursement under Article 81 and/or Article 89 of the
Education Law.
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Section IV, Tuition Rate-Setting Methodology, provides how to access information on rate setting
methodology and provides information regarding close down policy and procedures.

Section V, Index, provides an alphabetical listing of subjects described in this publication.

Section VI, Appendices, contains supplementary information. Special attention should be given to Appendix
A-1, "Categorization of Expenditures” and Appendix A-2, "Categorization of Revenues"; these identify
specific items of expense and revenue. They also provide direction as to where the cost categories should be
reported on the Consolidated Fiscal Report (CFR). Please be advised that reimbursement of expenses
designated as non-direct care expenses will be subject to the non-direct care cost parameter.

Section VII, Topic Appendices, contains supplementary information to the Statement on the Governance
Role of a Trustee or Board Member.




SECTION |
DEFINITIONS

1. Commissioner's Approval

A

In order to receive approval of the Commissioner, the entity must submit a written request to the
Commissioner's designated representative with all supporting documents. The Commissioner
delegates responsibility for monitoring approved programs educating students with disabilities to the
staff of the Office of P-12 Education-Office of Special Education (OSE) and rate-setting
responsibility to the staff of the Rate Setting Unit.

The Commissioner's designated representative for program issues is the Assistant Commissioner of
the Office of Special Education, P-12 Office of Special Education, Room 309 Education Building,
89 Washington Avenue, Albany, New York 12234.

The Commissioner's designated representative for fiscal issues is the Director of Special Education
Fiscal Services, Rate Setting Unit, Room 302 Education Building, 89 Washington Avenue, Albany,
New York 12234,

Program and fiscal issues that require prior written approval of the Commissioner’s designees
include but are not limited to:

(1) Education program expansion requiring additional staff, variations from staffing ratios,
property related costs, classroom equipment, etc. when the cost is expected to be reimbursed
fully or partially through the tuition rate. Both program and fiscal designee written approval
are required.

(2) New or renovated facility space, both instructional and non-instructional to be occupied by
approved programs in which space is new or substantially altered or result in capitalized costs
in excess of $100,000 will require both program and fiscal designee written approval prior to
implementing.

(3) Service to students whose disabilities are different from the disabilities of students the
program is approved to serve. Program designee written approval is required.

(4) Anticipation of large decreases or increases in student population. Program designee written
approval is necessary.

(5) Reimbursement of interest expense in less-than-arm's length (LTAL) relationships and/or for
reimbursement of costs incurred in LTAL relationships above actual costs of the owner or
vendor requires fiscal designee written approval.

(6) Approval by the Department and DOB of any request for a determination of cost
effectiveness. Fiscal designee written approval is required.

(7) Transfer or assignment of ownership interest totaling 25 percent or more in the total equity or
assets of an entity, whether direct or indirect, possession or operation of the premises and
facilities. Both program and fiscal designee written approval are required.



2. Entity

Entity means the governmental unit or corporate organization operating a program(s), as defined in
Section I. 5. Program.

3. Fiscal Viability

Fiscal viability as referenced in the Commissioner's Regulations 200.7(a) and 200.9(e) means:

A

Private schools seeking initial approval to be reimbursed with public funds shall have access to
sufficient capital or lines of credit to cover all operating, property maintenance, leasing or purchase
costs during the period of conditional approval. Schools must be able to demonstrate that sufficient
internal controls exist for the protection of school assets. Furthermore, appropriate insurance
policies covering assets and limiting school liability must be in place.

Entities operating approved programs must use the accrual basis of accounting and maintain
accounting books of original entry including asset, liability and fund balance or equity accounts, as
well as expenditure and revenue accounts. Subsidiary revenue and expenditure accounts must be
maintained for each program requiring a tuition rate and for evaluation costs and government grants
administered by the State Education Department.

The required financial statements for providers must include a balance sheet, a statement of activity
and a statement of cash flow, if applicable. To be considered fiscally viable, the provider's balance
sheet should show a positive fund balance or net assets, an acceptable current ratio (current assets
divided by current liabilities) of 1:1 or greater and sufficient working capital (current assets minus
current liabilities) to demonstrate solvency. Such current assets typically include cash, marketable
securities and receivables, but do not include loans or lines of credit. Upon written request by the
Department, approved programs where fiscal viability is a concern will be required to submit to the
Department a plan to address fiscal viability. The plan must include a description of management's
strategies, key assumptions and specific steps to improve fiscal viability. Also required is a three-
year projection of revenue, expenditures and net assets or fund balance; a comparison of the
projection for the last complete year to actual results; a current year projection for cash flow; and the
projected date for net assets or fund balance to be positive. It must also show any negative impact
on the educational program. The plans must be updated annually and submitted to the Department
by the CFR due date. Where an adequate plan is not provided or fiscal viability remains a concern,
the Office of Special Education will be notified and consulted for potential further action.

The entity will be required to retain all pertinent accounting, allocation and enrollment/attendance
records, as well as, information relating to the acquisition of fixed assets, equipment and/or building
improvements and any related financial arrangements for at least seven years unless otherwise
specified in this Manual and provide access to such records during a Department audit or audit by
any other funding or regulatory entity. See Section IlI. 1. Recordkeeping.

4, Less-Than-Arm's-Length (LTAL) Relationship and Conflicts of Interest

A

In general, a LTAL relationship exists when there are related parties and one party can exercise
control or significant influence over the management or operating policies of another party, to the
extent that one of the parties is or may be prevented from fully pursuing its own separate interests.
These relationships must be disclosed in the notes to the audited financial statements.



In general, a conflict of interest exists when a person in a position of trust has a competing
professional or personal interest. The existence of a conflict of interest does not mean that an
unethical or improper act has occurred or will occur. However, care must be taken to ensure that
such conflicts do not impair the employee’s ability to perform his or her duties objectively and act in
the best interest of the entity. Each provider must adopt a written conflict of interest policy that
clearly sets forth the procedures to be followed in instance where a member of the governing entity
of the provider (for example, the provider’s board or person in a management position) have
personal or business interests that may be advanced by an action of the board, including a provision
that such member may not participate in any decision to approve any transaction where such
conflicting interests may be advanced. The policy must also include a requirement and process for
identifying and fully disclosing all LTAL relationships and transactions on an ongoing basis as well
as on the CFR. The policy should be reviewed and discussed with the provider’s attorneys and
auditors prior to its adoption.

Nepotism is favoritism granted to relatives or friends regardless of merit. Cronyism is partiality to

long-standing friends, especially by appointing them to positions of authority regardless of their

qualifications. While nepotism and cronyism are detrimental, business relationships with relatives or

friends do not necessarily result in cronyism or nepotism.

. The best way to handle conflicts of interests is to avoid them entirely.

Related parties consist of all affiliates of an entity, including but not limited to:

(1) Its management and their immediate families;

(2) Its principal owners and their immediate families;

(3) Any party transacting or dealing with the agency/entity of which that party has ownership of,
control over, or significant influence upon the management or operating policies of a
program(s)/entity(s) to the extent that an arm's-length transaction may not be achieved.

Common related party transactions include the following:

(1) Services received or furnished (e.g., accounting, management, engineering, legal services and
therapy/medical).

(2) Services, purchases and transfers of realty and personal property.

(3) Purchase or subcontracting for the provision of health related services such as speech therapy,
physical therapy, occupational therapy and psychological services as prescribed in a student's
individualized education program (IEP). Refer to Section Il. 39 B. (4) for the treatment of
LTAL transactions and cost effectiveness.

(4) Lease of equipment.

(5) Lease of real property. Refer to Section 11. 41 (4) for the treatment of LTAL transactions and
cost effectiveness.




(6) Borrowings and lendings. Refer to Section Il. 28 B. for the treatment of LTAL transactions
and cost effectiveness.

(7)  All LTAL transactions will be reimbursed using actual documented costs of the owner or
vendor. Invoices presented to the approved special education provider by the LTAL party do
not constitute “actual costs.” Actual costs are those the LTAL party incurs and it is expected
upon audit or review, that the LTAL party will produce evidence of its costs. Commissioner's
designee's written approval is required to reimburse at a level other than actual costs of the
owner or vendor.

G. Codes of Ethics & Conflict of Interest Policies

All entities receiving public funding must develop a written Code of Ethics (which must include a
specific conflict of interest policy) and Code of Conduct policies that are enforced within their
organizations. Generally, codes of ethics and conflict of interest policies discourage conflicts of
interests but acknowledge that conflicts of interest do exist and require that polices be developed to
establish the protocols that must be followed when conflicts of interest arise. Codes of ethics help to
minimize problems with conflicts of interests because they can spell out the extent to which such
conflicts should be avoided, and what the parties should do when such conflicts are permitted by a
code of ethics (disclosure, recusal, etc.) As previously described, each provider must adopt a written
conflict of interest policy that clearly sets forth the procedures to be followed in instance where a
member of the governing entity of the provider (for example, the provider’s board or person in a
management position) have personal or business interests that may be advanced by an action of the
board, including a provision that such member may not participate in any decision to approve any
transaction where such conflicting interests may be advanced. The policy must also include a
requirement and process for identifying and fully disclosing all LTAL relationships and transactions
on an ongoing basis as well as on the CFR. The policy should be reviewed and discussed with the
provider’s attorneys and auditors prior to its adoption.

Program

Program means an approved program that provides special education to students with disabilities
requiring the establishment of a tuition rate consistent with Part 200 of the Commissioner's Regulations.

Full-time programs are defined as:

A. For school age, those programs operating for either 5 hours or 5.5 hours per day or more;

B. For preschool, those programs operating for more than 2.5 hours per day.

Staffing Ratios

Staff-to-student ratios are defined in Part 200 of the Commissioner's Regulations. A specific approved
program’s student-to-staff ratio is also defined in that program’s programmatic approval letter from
Office of Special Education. Direct care personnel in excess of, or not prescribed by such ratios, are not
reimbursable, unless supported by the student's IEP requirements and the program generated summary
data relating to those IEPs. A Department programmatic review and approval of variations from these
ratios is required for costs of additional staff to be reimbursable.



Full-Time Equivalent (FTE) Enrollment

Section 175.6 of the Commissioner's Regulations provides the framework for calculating student
enrollment for approved programs. The following specific standards apply to the calculation:

A

"Enrollment™ means the student is physically present at or excused (legally absent) from the special
education program.

Excused absences include personal illness, illness or death in the family, impassable roads, weather,
religious observance, quarantine, required court appearances, attendance at health clinics, approved
college visits, military obligations, disciplinary detention of an incarcerated youth, or for such other
reasons as may be approved by the Commissioner.

A full-time student who is enrolled from September through June is deemed to be in attendance
during that period and therefore a 1.000 FTE. If astudent is enrolled for less than the full program
duration, then full-time equivalent enrollment is calculated by dividing the total weeks of enroliment
by the total number of weeks the program operated. The first and last weeks of the period of
enrollment that contain three consecutive days of enroliment within the same week and month plus
all weeks in between shall be counted in determining the total number of weeks of enrollment,
provided that no more than four weeks of enroliment may be counted in any calendar month. For
the summer programs, weeks should be counted as they actually occur; that is, more than 4 weeks in
a single month may be counted. Full-time equivalent enrollment shall be calculated to three decimal
places without rounding. A full-time student enrolled for the entire summer program regardless of
the number of weeks the program operates is counted a 1.000 FTE for enrollment purposes.

Tuition rates are calculated on the basis of full-time equivalent student enrollment and therefore
billing and reimbursement must be based upon full-time equivalent enrollment. Billing and
payment procedures based on actual student attendance are not acceptable practices. Please be
advised that BOCES and public school districts are also required to report student enroliment and
bill for tuition-based programs they operate under Article 81 and/or Article 89 in accordance with
Section 175.6 of the Commissioner’s Regulations.

For preschool special class and special class in an integrated setting programs that operated for more
than five hours per day, full-time equivalent enrollment shall not be prorated for the hours over five
hours per day.

For preschool special class and special class in integrated setting programs that operate for less than
five hours per day, full-time equivalent enrollment shall be prorated as follows. For the following
examples, assume a total non-prorated FTE enrollment for the program of 50.000 as calculated
consistent with the previous subsections 7 A.- D.

2.5 hr. program: 50.000 x 2.5 hr. /5.0 hr. = 25.000 prorated FTE
3.0 hr. program: 50.000 x 3.0 hr. /5.0 hr. = 30.000 prorated FTE
For preschool students in special class and special class in an integrated setting programs who are

enrolled less than 5 days per week, in accordance with IEP requirements, the appropriate method of
calculating FTE enrollment for students is as follows:

(1) The day of the week the student is enrolled or discharged determines whether the three days
in a week requirement is met for counting the student enrolled for the week. The specific



)

®)

days of the week a student is scheduled to attend school is not a determining factor. If a
student's enrollment period begins on Monday, Tuesday or Wednesday, and the student is
present or excused (legally absent) from the dates that week specified in his/her IEP, the week
is counted as a week enrolled.

Similarly, if a student's enrollment period ends on Thursday or Friday and a student is present
or excused (legally absent) from his/her scheduled days that week until the discharge date, the
week is counted as a week enrolled. All weeks between the first and last weeks of enrollment
are counted as weeks enrolled, in accordance with Part 175.6 of the Commissioner's
Regulations.

A proration of FTE enrollment of less than 25 hours per week is still required for students in
such special class and special class in an integrated setting program.

. For programs operating Special Education Itinerant Teacher (SEIT) programs, the following rules
regarding billing apply:

@)

)

®)
(4)

SEIT certified half hour rates shall be billed and paid based on the number of half hour units
delivered, provided that the total number of units delivered shall not exceed the
recommendations for such services in the student’s IEP in accordance with Section
200.9(f)(2)(ix)(d) of the Commissioner’s Regulations.

Approved programs are not authorized to bill for SEIT services if the child is absent nor for
scheduled SEIT services when the student is enrolled and present to receive the service but
the SEIT teacher is absent. SEIT providers must arrange to provide students with make-up
sessions when the missed sessions were missed due to staff absence and, as appropriate to the
individual student’s needs, any excused student absences. Providers may, but are not required
to, make-up sessions for unexcused student absences. Make-up sessions are billable. See
NYSED Policy on Make Up Services of Missed Special Education Itinerant Services (SEIS)
Sessions:

http://www.p12.nysed.gov/specialed/publications/2015-
memos/SpecialEducationltinerantServicesforPreschoolChildrenwithDisabilitiesSEIS.html

The cost of substitute SEIT teachers is reimbursable.

A SEIT student’s FTE enrollment is counted for reporting purposes and shall be reported as a
1.000 FTE only when the student is enrolled for the entire 10 month school year session or
1.000 FTE when the student is enrolled for the entire 2 month summer session. The student
FTE enrollment is prorated for both the 10 month and 2 month sessions, respectively, if the
student is enrolled for less than the entire 10 month school year session instructional calendar
or less than the entire 2 month summer session instructional calendar.

Close Down

Close down, as defined in Section 200.7 (e) and 200.9 (g) of the Commissioner's Regulations, is the
period during which an entity operating an approved program plans to cease operation, transfer
ownership, voluntarily or non-voluntarily terminate its status as an approved private residential or non-
residential program for students with disabilities that receives public funds pursuant to Article 81 and/or
Article 89 of the Education Law. The close-down period means the period of time beginning with the
date of the Commissioner's receipt of notice and ending on the date of the program's cessation of

10



10.

operations, transfer of ownership, voluntary or non-voluntary termination of its status as an approved
program. Reimbursement shall be determined in accordance with the provisions set forth in Section
200.9 (g) of the Commissioner's Regulations and this Manual. Financial reports and financial statements
as required pursuant to Section 200.9 (e) of the Commissioner's Regulations must be submitted to the
Commissioner no later than 90 days following close down. The entity is required to transfer student
records back to the public school district of origin's Committee on Special Education (CSE) or
Committee on Preschool Special Education (CPSE). Financial and other records must be maintained by
the entity for seven years. The entity must provide the Department with the name, address and phone
number of the contact person for these records. See Section IV. 3. Close-Down Policy and Procedures.

Agency Administration

Agency administration is defined as those expenses which are not directly related to a specific program
but are attributable to the overall operation of the agency. These costs include: costs for the overall
direction of the organization; costs for general recordkeeping, budget and fiscal management; costs for
public relations (non-fundraising); and costs for parent agency expenditures.

Reasonable Cost

A cost is reasonable if, in its nature and amount, it does not exceed that which would be incurred by a
prudent person under the circumstances prevailing at the time the decision was made to incur the cost.
In determining reasonableness of a given cost, consideration shall be given to:

A. Whether the cost is of a type generally recognized as ordinary and necessary for the operation of the
approved special education program. Public special education funding shall be used in accordance
with Article 89 of Education Law Section 4401 and Section 4410 10.(e.)

B. The restraints or requirements imposed by such factors as: sound business practices; arm's length
bargaining; Federal, State or local laws and regulations.

C. Prices for comparable goods or services determined by reviewing similar entities.

D. Whether the individuals concerned acted with prudence given their responsibilities to the entity's
Board of Directors, its employees, the public at large and the State government.

E. Significant deviations from the established practices of the entity or similar entities which may
unjustifiably increase the cost of the approved program.

11
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SECTION lI
COST PRINCIPLES

Generally, costs will be considered for reimbursement provided such costs are reasonable, necessary, directly
related to the special education program and are sufficiently documented. Such reimbursable costs will be
included in the calculation of tuition rates up to any limits or cost parameters approved annually in the rate-
setting methodology.

1.

Accounting

Costs of establishing and maintaining accounting and other information systems required for
management of Article 81 and/or Article 89 funded programs are reimbursable and subject to the non-
direct care cost parameter. When consultants or the entity’s independent Certified Public Accounting
firm provide these non-audit services, refer to Section Il. 14. Consultants for reimbursement standards.
See Section I1l. 1. C. Consultants, for specific details on recordkeeping requirements.

Administration

A. Administrative costs include salary and fringe benefit costs of persons whose primary function is
management and administration of the program and/or agency, in accordance with Federal and State
laws, Regulations of the Commissioner of Education and/or the Board of Directors. All
administrative costs are subject to the non-direct care cost parameter.

B. Administrative costs may include, but are not limited to:

Other-than-personal-services costs of professional dues and conferences; travel; telephone;
office equipment and supplies; bonding of employees handling program funds; fees for lawyers,
accountants and consultants; charges from parent organizations; personnel advertising and other
recruiting costs; minimum corporation franchise tax or similar business tax; postage; office
equipment rental or depreciation; repairs and maintenance; depreciation on assets related to
administration; administrative purchase of services; organization dues; licenses and permits;
subscriptions and publications; interest on operating loans; administrative staff development;
and membership in civic, business, professional or technical organizations.

C. Entities who contract for administrative services must review their own administrative costs to
avoid duplicate services that can be disallowed during the rate-setting process or upon audit.

Advertising

Advertising means the costs associated with publications and other public relations endeavors using the
mediums of newspapers, Internet websites, magazines, radio and television programs, direct mail, trade
papers, etc.

Outreach activities, such as publications and other public relations endeavors which describe the services
offered by approved private schools enabling them to better contribute to community educational
objectives, are reimbursable. The intended outcome of these publications and public relations endeavors
should be that of providing information and not for the purpose of recruiting students into programs or
soliciting fund raising monies or donations. New York State places students without regard to
advertising or public relations activities.

Refer to Section 1. 40. Recruitment of Personnel.

12



Guidelines for Preschool Program Advertising:

A. Chapter 474 of the Laws of 1996 amended Section 4410 of the Education Law to require the
Department to establish guidelines for advertising by preschool programs and evaluators. The
following guidelines have been developed pursuant to the Statute and corresponding amendments to
the Regulations of the Commissioner of Education.

These amendments also require preschool programs and evaluators to submit upon request copies of
advertising to the Department for review. However, neither the Statute nor the Regulations require
approved programs to advertise. Advertising costs for the purpose of recruiting students into
programs or soliciting fund raising monies or donations are not reimbursable and remain non-
allowable in the calculation of tuition rates. Promotional items of any type are not reimbursable.
Examples include pens/pencils, notepads, etc.

For guidance, please contact the New York State Education Department, P-12: Office of Special
Education 89 Washington Avenue, Room 309 EB, Albany, New York 12234. E-mail:
speced@mail.nysed.gov

B. Advertisements should include:

o Clear identification that the program is for preschool children who have or are suspected of
having a disability pursuant to Section 4410 of Article 89 of the Education Law;

e A statement that any services provided to the preschool child with a disability are based upon
the individual needs, as determined by the CPSE of the local school district;

o A statement that the local school district will determine the location where needed special
education services will be provided, which may be the child’s normal daytime setting;

o Astatement that parents are responsible for arranging for and paying the costs of any child care.

C. The following are appropriate contents of advertising:

e A description of special services available: evaluation, special education, speech therapy,
occupational therapy and physical therapy; and these must be labeled as special education
services;

e A description of the appropriate licensure and/or certification of staff employed;

o A statement that indicates that the special education services are at no direct cost to the parent,
but that funding is provided through county taxes and state funds earmarked for special
education services provided:;

e A statement that transportation may be a service provided. However, parents are encouraged to
transport their own children and may be reimbursed at a rate per mile or a public service fare
established by the municipality and approved by the Commissioner.

D. Advertisements should not include:

e Information which would mislead a parent to believe their child can receive at no cost to them
day care services or any and all services the agency has to offer;

e Information which would mislead a parent to believe that the decision regarding appropriate
services and where services will be provided is based solely upon what the parent and/or the
provider requests;
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e Information which would indicate that services are “free” since services are paid through local
and state funds;

e Information which would indicate that transportation is always provided;

e General statements that would lead the reader to believe that this is something other than a
special education program (i.e., Are you concerned about your children? Come see us.);

e Any information which would be false, deceptive or fraudulent with respect to the services to be
provided to preschool children and their families.

Assistive Technology Devices and Services*

An assistive technology device is defined as "any item, piece of equipment, or product system, whether
acquired commercially, off the shelf, modified, or customized, that is used to increase, maintain, or
improve the functional capabilities of a child with a disability.” (Code of Federal Regulations 34 CFR
300.5)

An assistive technology service is defined as "any service that directly assists a child with a disability in
the selection, acquisition or use of an assistive technology device." (Code of Federal Regulations 34
CFR 300.6)

A. Preschool Children

Under the preschool system, an approved program would make available and be responsible for, in most
situations, high and low assistive technology devices as part of its instructional program and be
reimbursed, as part of the tuition rate, through the Department’s current rate-setting methodology. When
a child-specific assistive technology device is required, the county, in which the child resides, purchases
or leases the device and submits costs to the Department on a System to Track and Account for Children
STAC-1 form. The assistive technology device should be identified on the related service line of the
form.

Counties must contract with assistive technology service providers and must submit the contracted rate
for such services on the annual County List of Approved Rates for Related Services (SED-RS-3).

B. School Age Children

When the school district that is programmatically responsible for the student purchases or leases
equipment specified on the IEP, the cost is not reimbursable in the tuition rate.

* The above information is referenced from Thomas Neveldine's memo of July 1996 regarding
Assistive Technology Devices and Services and Guidelines to Allow for the Transfer of Assistive
Technology When a Student Moves from School Jurisdiction to Higher Education, Other Human
Services Agency or Employment.

Auditing

The cost of certified audits necessary for the administration and management of Article 81 and/or Article
89 funded programs is reimbursable subject to the limitations and requirements for consultant services.
Refer to Section 1I. 14. Consultants.
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Bad Debts

Bad debt expenses are not reimbursable. Actual or estimated losses resulting from uncollectible
accounts or other claims, including related finance charges are not reimbursable operating expenses for
Avrticle 81 and/or Article 89 funded programs. Collection and legal expenses for collecting bad debts are
reimbursable subject to the non-direct care cost parameter.

Bedding/Linen
Costs of bedding and linens are not reimbursable as an education expense. Such costs are considered to

be parental responsibility or residential expenses. However, bedding, linen and towels for the nurse's
office and for the classrooms will be considered reimbursable.

Bonding

Costs of insurance premiums on bonds covering employees who handle program funds are reimbursable
and subject to the non-direct care cost parameter.

Capital Expenditures

A. SASDs, public school districts and BOCES are required to comply with Governmental Accounting
Standards Board (GASB) 34 and depreciate the cost of buildings, equipment, furniture, fixtures or
vehicles over the useful life of such assets. Public school districts and BOCES must adhere to the
applicable sections of the General Municipal Law, which govern Capital Expenditures. SASDs
may choose to renovate existing buildings or purchase equipment, furniture, fixtures or vehicles by
transferring funds from the General Fund to a Capital Project or Capital Expenditure Fund as
discussed in Section (B) below:

(1) Renovations of existing buildings: Costs of renovations, alterations or major repairs must be
approved by the District Board in accordance with the District's annual approved budget
policy. Proposals for renovations, alterations or major repairs must be submitted to the
Department for review and comment. See Appendix D: Guidelines for Development,
Review and Approval of Capital Projects for Students with Disabilities.

(2) Purchases of furniture, fixtures or equipment:. For proposed purchases of equipment,
furniture and fixtures, three (3) estimates must be provided for items which cost more than
$5,000 and have a useful life of more than two years.

(3) SASDs have no voters or bonding authority and are not considered component school districts
within the meaning of Section 1950(14) of Education Law for the purpose of participation in
funding of BOCES capital projects without the prior written approval of the Department and
the NYS DOB.

(4) Consistent with the provisions of Chapter 383 of the New York State Laws of 2001, SASDs
and public school districts are authorized access to the Dormitory Authority of the State of
New York (DASNY) for financing and refinancing of bonds for school construction projects.
SASDs and public school districts are further authorized to structure financing of capital
projects consistent with the payment of building aid based on assumed amortization of debt
service payments in accordance with the useful life of the project.
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B.

®)

(6)

SASDs, public school districts and BOCES are required to fully access available Building
Aid funding for all capital projects. Failure to apply for Building Aid funding will result in an
adjustment to approved capital costs to reduce reimbursement through the tuition rate to the
level of funding that would have resulted if the provider had applied for Building Aid.

The New York State Uniform Fire Prevention and Building Code applies certain standards to
new work involving conversions, alterations, additions or repairs to any building owned or
operated by a special act school district or a public school district. For construction costing
up to $5,000, the school district board must assure compliance with the code. Between
$5,000 and $10,000, the school district board has the responsibility to assure compliance and
to retain a licensed architect/engineer to prepare plans and specifications and provide
supervision. For costs over $10,000, or affecting health and safety, the school district board is
responsible for assuring compliance and retaining the architect/engineer to prepare plans and
specifications to be submitted for approval and a building permit to the New York State
Education Department, Office of Facilities Planning, Room 1060, Education Building Annex,
Albany, New York 12234. For more information, please visit the website at
http://www.p12.nysed.gov/facplan/.

Interfund transfers will be recognized in the tuition rate calculation process under the following
conditions:

M)

@)

@)

(4)

®)

In cases where there may be several transfers between funds, costs will only be reimbursed
once in the tuition rate-setting process.

Proposed transfers from the General Fund to the Capital Fund or additions to the Capital Fund
will be recognized in the tuition rate calculation if Rate Setting Unit (RSU) fiscal review
determines prior to the transfer of funds, that transfers or additions result from the need to
fund capital projects. Such projects must have been approved by resolution of the SASD
Board and endorsed by the Department.

RSU staff will consult with the Department’s Facilities Planning and/or State Aid Unit staff
during the review process. Districts should submit copies of proposals to Facilities Planning
staff and to the RSU. RSU staff review will confirm in writing that amounts to be transferred
are reasonable and made at appropriate times during the completion of the project.

When the Trust and Agency fund is used as a clearinghouse for expenses, transfers from the
General Fund to the Trust and Agency Fund will be recognized in the rate calculation process,
if consistent with regular District practice and in compliance with this Manual. However,
transfers from the Trust and Agency Fund back to the General Fund will be offset in rate
calculations, if the costs have already been included in a tuition rate.

When a capital project(s) is completed and the Capital Projects Fund has a surplus, then a
transfer(s) from the Capital Projects Fund to the General Fund is required. The transferred
amount will be offset in rate calculations, if the previous transfers to the Capital Project Fund
have already been included in a tuition rate.

Capital Projects Fund investment instruments must be limited to the following reliable
sources with minimal risk: U.S. Government securities, local government trusts or fully

16


http://www.dos.state.ny.us/code/Title19.htm
http://www.emsc.nysed.gov/facplan/publicat/BP_instruction_guide.PDF
http://www.p12.nysed.gov/facplan/

10.

11.

12.

13.

insured bank certificates of deposit (CDs). Interest income earned by Capital Projects Fund
and retained in this fund will be offset in the tuition rate calculations to the extent it was not
previously offset in tuition rate calculations.

(6) Transfers to Contingency funds are not reimbursable in the calculation of tuition rates. See
Section Il. 15. Contingency Provisions for additional information.

C. All other providers should also refer to Section 11. 17. Depreciation/Amortization.

Charges from Parent or Related Organizations

Charges to programs receiving administrative services, insurance, supplies, technical consultants, etc.
from a parent or related organization are reimbursable provided they are not duplicative in nature,
provide a direct benefit to subsidiary charged and based on actual direct and indirect costs, allocated to
all programs on a consistent basis and defined as reimbursable in the Regulations of the Commissioner
of Education, the CFR Manual or this Manual. (Refer to Section 1. 1. B. (5). Less-Than-Arm's-Length
(LTAL) Relationships.)

Clothing/Uniforms

Ordinary living expenses, such as the cost of clothing and uniforms that are normally assumed by parents
or legal guardians of students attending day care centers or public day schools, are not reimbursable.
Clothing expenses for staff, excluding Security (Position Title Code 105) and Housekeeping and
Maintenance (Position Title Code 102), such as uniforms, even if required by school policy, are not
reimbursable and are considered to be personal expenses. Uniform expenses for Security (Position Title
Code 105) and Housekeeping and Maintenance (Position Title Code 102) staff are reimbursable and will
be subject to the non-direct care cost parameter.

Commencement and Convocation

Costs of commencement and convocation activities are reimbursable when they are consistent with local
public school districts.

Compensation for Personal Services

Compensation for personal services includes all salaries and wages, as well as fringe benefits and
pension plan costs. Accrued vacation/sick leave is not reimbursable. Payments for vacation/sick leave,
including lump sum payments made upon retirement that are required by law or by employer-employee
agreement and meet the criteria listed in item (B) below, are reimbursable when paid and reported in the
2016-17 financial reports. Refer to Section I1l. 1. A. Recordkeeping - Payroll.

A. Salaries and Wages
Salaries include all taxable and non-taxable salaries and wages paid or accrued to employees on the
agency payroll, including severance pay to regular employees, payment for services (fee for service)
and per diem pay. Reimbursement of salary expense shall be subject to the following principles:
(1) Entities operating approved programs shall develop employer-employee agreements with
written salary, wage, or payment for services scales and issue them to employees.
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Compensation pursuant to a payment for services or per diem pay scale does not eliminate
the requirement of an employer-employee agreement.

) NA

(3) Payments for sick and vacation leave credits for a retiring employee transferred into a lump
sum payment to the employee are reimbursable when reported and paid in the 2016-17
financial reports and when documented in employer-employee contract agreements.

(4) a. Compensation (i.e., salaries plus fringe benefits) for an entity's staff whose function is
that of Executive Director, Assistant Executive Director or Chief Financial Officer will
be directly compared to the regional median compensation for comparable administration
job titles of public school districts, as determined and published annually by the
Department’s Basic Educational Data Systems (BEDS). Reimbursement of employee
compensation for these job titles shall not exceed the median compensation paid to
comparable personnel in public schools for similar work and hours of employment in the
region in which the entity is located. Compensation for an "Executive Director”
providing services to an Article 81 and/or Article 89 funded program will be compared to
the median "Superintendent-Independent” compensation for the region in which the entity
is located and compensation for an Assistant Executive Director and Chief Financial
Officer will be compared to the median compensation for "Assistant Superintendent.”

b.i. For non-direct care staff, excluding those in the 100 Position Title Code series and
Position Title Code 505 and 605 as defined by the Consolidated Fiscal Report’s
Appendix R, and for owners or related parties who are employed in any job title or
combination of job titles by the entity operating the approved programs, compensation up
to 1.000 FTE for that individual in total, will be considered in the calculation of the
portion of 1.000 FTE reimbursable in the tuition rates, subject to the limitations defined
in (4) a. above.

ii. Allocation of non-direct care compensation among various direct care job titles is not
allowable. Staff should be reported in the job code title supported by salary agreements
and job descriptions.

iii. An individual who fills the position and holds the responsibility and authority of
Executive Director must be reported 100% as Executive Director. Executive Directors
must have their time records signed or electronically approved by the agency’s Controller,
Compliance Officer, or staff employed in a similar capacity (in the event that the
Executive Director also serves as the agency’s Controller then a separate independent
individual within the agency’s management structure may serve this function).

c. An entity that employs Co-Executive Directors shall have total reimbursement for all Co-
Executive Directors combined, limited to a level commensurate with a 1.000 FTE
position. This level will be the maximum compensation level for the entire entity
operating the approved programs.

d.For non-direct care staff under the 500 and 600 position title code series per Appendix R
of the CFR Manual, and for owners or related parties who work in more than one entity
and/or in more than one job title (including organizations that have a less-than-arm's-
length relationship with the approved program), the FTE in total across entities or job title
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®)

(6)

cannot exceed 1.000. The allocation of compensation must be supported by time and
effort reports or equivalent documentation which meets the following standards:

e They must reflect contemporaneous time records of the actual activity of each
employee.

e They must account for the total activity for which each employee is compensated.

e They must be prepared at least monthly and coincide with one or more pay periods.

e They must be signed or electronically approved and dated by the employee and
employee’s direct supervisor. Executive Directors must have their time records
signed or electronically approved by the agency’s Controller, Compliance Officer, or
staff employed in a similar capacity (in the event that the Executive Director also
serves as the agency’s Controller then a separate independent individual within the
agency’s management structure may serve this function). Budget estimates or other
allocation methods determined before the services are performed are not adequate
documentation for use in completing annual financial reports but may be used for
interim accounting purposes.

Compensation beyond 1.000 FTE for non-direct care staff (excluding those in the 100
Position Title Code series and Position Title Code 505 and 605 as defined by the
Consolidated Fiscal Report’s Appendix R), owners or related parties will not be
considered reimbursable in the calculation of tuition rates.

e. Direct care student to staff ratios shall not exceed the approved staffing levels supported

by the Department’s program approval letter. Any net excess of staff will not be included
as part of reimbursable costs in the program’s reconciliation tuition rate. Such additional
staff may be deemed reimbursable in the prospective rate upon amendment of the
provider’s program approval letter and demonstration to the satisfaction of the
Commissioner that such costs were necessary.

Compensation to all individuals who have a financial interest in the program including
shareholders, trustees, board members, officers, family members or others and who are
also program employees must be commensurate to actual services provided as
appropriately qualified program employees or consultants and shall not include any
distribution of earnings in excess of reimbursable compensation. Compensation shall not
exceed the average regional levels paid by similar private providers to comparably
qualified and appropriately certified personnel for similar work and hours of employment.
Any compensation determined to be excessive will not be reimbursed in the tuition rate.
For all individuals, compensation for board service or trustee service is not reimbursable.
For example, a full-time program employee may serve on the Board of Directors of the
agency. However, compensation for board service will not be reimbursed. Compensation
for such employee's personal service to the program will be allowed in the computation of
the tuition rate if:
a.  The board member abstains from any discussion or vote on matters related to his/her
compensation and the Board minutes reflect this.
b.  The board member has not been employed by the State Education Department within
two (2) years of his/her appointment to the Board.

Expenses of a personal nature, such as a residence or personal use of a car, known as
perquisites (or perks), are not reimbursable.
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(7) Compensation paid to an employee(s) which duplicates worker's compensation awards,
jury fees or disability claims are not reimbursable.

(8) The estimated value of donated services is not reimbursable. Refer to Section Il. 23. Fund-
raising.

(9) Expenses for compensation of overtime work for direct care and non-direct care staff that
are compensated on an hourly basis are reimbursable subject to all applicable statutes,
rules and regulations of the NYS Department of Labor. Overtime compensation for
salaried direct care staff for extracurricular activities such as coaching stipends, extra
period coverage, plays, etc. are reimbursable when documented in the employee's contract
and if they do not exceed local school district compensation for such activities. Overtime
for all others, including but not limited to subcontractors and independent consultants, is
not reimbursable.

(10) Merit award. A merit award (or bonus compensation) shall mean a non-recurring and
non-accumulating (i.e., not included in base salary of subsequent years) lump sum
payment in excess of regularly scheduled salary which is not directly related to hours
worked. A merit award may be reimbursed if it is based on merit as measured and
supported by employee performance evaluations that are completed prior to the
determination and accrual of the merit award and within one year of such determination
and accrual.

In order to demonstrate that a merit award is based on merit and measured and supported
by employee performance evaluations, the provider’s governing entity must adopt a written
employee performance evaluation policy and form that contains sufficient detail as to the
criteria and methods used to determine each employee’s final evaluation rating. The
written employee performance evaluation policy must also describe how the final
evaluation rating will directly correlate to any amount of a merit award should funds be
available for such an award.

In addition, merit awards:

a.  Are restricted to direct care titles/employees as defined by the Reimbursable Cost
Manual’s Appendix A-1 and those in the 100 position title code series and position
title code 505 and 605 as defined by the Consolidated Fiscal Report’s Appendix R;

b.  Will not be reimbursed if paid to subcontractors and/or independent consultants;
additionally, the merit award cannot be based on any period of time an employee was
a consultant;

c. Shall be subject to all aspects, constraints and cost parameters contained in the
methodology;

d.  Must be paid within the year awarded or no later than 2 > months after the entity’s
year end.

e. May be awarded to special education teachers providing SEIT services based on the
number of sessions delivered.

f.  In addition and as a supplement to employee performance, merit awards may also
factor an employee’s longevity and attendance as a demonstration of merit provided
that these aspects are measured and supported by the written employee performance
evaluation.
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(11)

(12)

(13)

(14)

Private schools shall submit to the Department upon request, proposed compensation
packages of the owners/officers/partners whose annualized compensation exceed
$75,000 or whose owners/officers/partners are employed in other businesses or are the
owners/officers/partners of other businesses. Such arrangements shall include the
proposed salary based on qualifications and actual documented hours worked (time
sheets) and fringe benefits, as well as a list of the other jobs and/or businesses and the
time devoted to each. The package will be approved or disapproved in writing by the
Department within 30 days of receipt by the Department. Compensation will be subject
to median analysis in the calculation of tuition rates as described in this Manual and the
Commissioner’s Regulations.

Compensation paid to an employee(s) for their lunch period, is not reimbursable. It is
acknowledged that for CFR reporting purposes, a full-time position’s standard work
week hours cannot be less than 35 hours/week. Staff paid for less than 35 hours/week
when lunch is omitted from hours paid will have a FTE below 1.0. or .885.

Sign-on Bonus. A sign-on bonus shall mean a non-recurring and non-accumulating (i.e.,

not included in base salary of subsequent years) sum of money in excess of regularly

scheduled salary provided as an incentive to accept employment at the entity. Sign-on
bonuses are restricted to direct care titles/employees, as defined by the Reimbursable

Cost Manual’s Appendix A-1, and are reimbursable subject to the following additional

restrictions:

a.  The sign-on bonus may only be paid during the first year of employment at an
entity and may not exceed ten percent of the salary, wage, or payment for services
of the individual receiving the sign-on bonus during such time.

b. The sign-on bonus terms must be articulated in a written employer-employee
agreement.

c. In addition to being restricted to direct care titles/employees as defined by the
Reimbursable Cost Manual’s Appendix A-1, the sign-on bonus may only be
provided to the position title codes for which the entity has demonstrated difficulty
in recruitment and/or retention of qualified personnel. Difficulty in recruitment
and/or retention may be demonstrated through recurring staff turnover, and/or staff
vacancy at the program.

d.  Will not be reimbursed if paid to subcontractors and/or independent consultants;

e. Shall be subject to all aspects, constraints and cost parameters contained in the
methodology;

Retention Bonus. A retention bonus shall mean a non-recurring and non-accumulating

(i.e., not included in base salary of subsequent years) sum of money in excess of

regularly scheduled salary provided as an incentive to remain in the employ of an entity.

Retention bonuses are restricted to direct care titles/femployees, as defined by the

Reimbursable Cost Manual’s Appendix A-1, and are reimbursable subject to the

following additional restrictions:

a. The retention bonus terms must be articulated in a written employer-employee
agreement which must outline the requirements for receiving the retention bonus,
provide the amount and timing of payment, and forfeiture of any unpaid retention
bonus expectation upon termination of employment.
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b.  Aretention bonus may not be paid during the first year of employment at an entity
and may not exceed five percent of the salary, wage, or payment for services of the
individual receiving the retention bonus during such time.

c.  Will not be reimbursed if paid to subcontractors and/or independent consultants;
additionally, the award cannot be based on any period of time an employee was a
consultant;

d. Shall be subject to all aspects, constraints and cost parameters contained in the
methodology;

e.  Must be paid within the year awarded or no later than 2 2 months after the entity’s
year end.

B. Fringe Benefits

@)

)

Fringe benefits may include paid time off, such as vacation leave, sick leave, military leave,
holidays, training and educational costs, provided the benefit is established by written school
policy. Payments into specific employee benefit packages, such as teachers' retirement,
employ