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Executive Summary 

Background
Advanced Therapy, PLLC (Advanced Therapy) is a for-profit corporation, having its 
principal executive office located in Albany, New York. Advanced Therapy provides special 
education and related services to pre-school children with certain disabilities within 
Albany, Columbia and Greene (“Counties”). The Counties pay tuition to Advanced Therapy 
using rates set by the State Education Department (SED)’s Rate Setting Unit (RSU). RSU 
sets these rates based upon the fiscal information that entities present in the Consolidated 
Fiscal Reports (CFR) submitted to SED annually. SED provides entities with a 
Reimbursable Cost Manual (Manual) that outlines what costs are reimbursable and the 
required documentation needed to substantiate the costs. 

Objectives and Scope
The Office of Audit Services conducted an audit to determine whether the costs claimed 
by Advanced Therapy on the Consolidated Fiscal Report for the period July 1, 2014 to 
June 30, 2015 were reasonable, necessary, directly related to the education program, 
and supported with adequate substantiating documentation as required by the Manual. 

Audit Results 
For the fiscal year ending June 30, 2015, Advanced Therapy reported expenses totaling 
$764,857 for the publicly supported pre-school special education programs. We 
disallowed 97 percent or $745,482 in expenses for failure to comply with the 
recordkeeping and accounting requirements in the Manual. Without adequate 
substantiating documentation, we could not determine if the costs were reasonable, 
necessary, or directly related to the education programs. 
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Introduction 

Background 
Advanced Therapy is a for-profit corporation organized in 1998 under the laws of the 
State of New York. The President is the owner of the business. Advanced Therapy’s 
principal executive office is in Albany, New York. Advanced Therapy operates two special 
education programs for pre-school children, including Special Education Itinerant Teacher 
program (code 9135) and two full day Integrated Special Classes (code 9160). In addition 
to the special education programs, Advanced Therapy provides early intervention 
services, related services (PT, OT and SLP) and evaluation services. For the period ending 
June 30, 2015, Advanced Therapy reported expenses of about $1.8 million for the State-
approved programs that it operates and reports to SED (CFR-2, Column 5). Of this 
amount, Advanced Therapy reported $764,857 in expenses related to the operation of 
the two pre-school special education programs that were audited. 

The Counties pay tuition reimbursements to Advanced Therapy using rates set by SED’s 
Rate Setting Unit. RSU sets these rates based upon certified financial information 
reported by Advanced Therapy in an annual CFR. SED issued the Manual to provide 
guidance regarding the eligibility of costs and what adequate substantiating 
documentation is required for costs included on the CFR. The entity’s chief executive 
officer is required to attest to the validity of the information contained in the CFR and 
certify that the CFR was prepared in accordance with the instructions, including the 
Manual’s requirements and is true and correct. The State reimburses the counties for 
59.5 percent of the tuition payments made to special education schools, such as 
Advanced Therapy. 
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Audit Findings and Recommendations 

Commissioner's Regulations requires entities operating approved programs to retain all 
pertinent accounting, allocation and enrollment/attendance records supporting reported 
data directly or indirectly related to the establishment of tuition rates for seven years 
following the end of each reporting year. 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. 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. 

Advanced Therapy reported expenses totaling $764,857 for the two tuition-based 
programs on its CFR for fiscal year ending June 30, 2015. We disallowed $745,482 in 
expenses for failure to comply with the recordkeeping and accounting requirements 
detailed in the Manual. Without adequate substantiating documentation, we could not 
determine if the costs reported on the CFR reasonable, necessary, and directly related to 
the education programs. The disallowed costs include personal services, fringe benefits, 
other than personal services, equipment, rent and administrative expenses (9135 and 
9160). 

Summary of Disallowed Costs 

Expenses Amount Per 
CFR 

Amount 
Disallowed 
Per Audit 

Amount 
Allowed Per 
Audit 

Personal Services $ 516,225 $ 516,225 $ 0 
Fringe Benefits $ 56,770 $ 56,770 $ 0 
Other Than Personal Services $ 105,172 $ 85,797 $ 19,375 
Equipment $ 505 $ 505 $ 0 
Property – Lease/Rental $ 18,356 $ 18,356 $ 0 
Administrative Costs Allocated to 
9135 & 9160 

$ 67,829 $ 67,829 $ 0 

Totals: $ 764,857 $ 745,482 $ 19,375 

Accounting Requirements 
According to the Manual, accounting books of original entry shall include 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 and government grants administered by SED. 

Advanced Therapy did not maintain subsidiary accounts for each program. Instead, they 
provided combined accounting records associated with what appears to be its for-profit 
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business. In order to support the costs reported on the CFR, they provided redacted 
bank statements and a general ledger without subsidiary accounts. 

These records comprised both CFR and non-CFR related expenses. Without subsidiary 
accounts and ledgers, we could not reconcile expenses reported on the CFR to 
substantiating documentation. 

Allocations 
Any expenditures that cannot be charged directly to a specific program must be allocated 
across all programs and/or entities benefited by the expenditure. Entities operating 
programs must use allocation methods that are fair and reasonable, as determined by 
the Commissioner's fiscal representatives. Such allocation methods, as well as the 
statistical basis used to calculate allocation percentages, must be documented and 
retained for each fiscal year for review upon audit for a minimum of seven (7) years. 

Advanced Therapy did not maintain an appropriate documented allocation method. For 
example, the Manual requires that the share of rental expense allocated to programs be 
based on documented and reasonable criteria, such as square footage utilization, when 
more than one program is operated in a rented facility. Advanced Therapy provided 
documentation on how the rent for their administrative offices was allocated to each 
program, but the square footage per employee on the documentation did not agree with 
the square footage of the floor plan they provided. 

Being that there was not an appropriate documented allocation method, we disallowed 
expenses from multiple cost codes including lease/rent and utilities. 

Personal Service Costs 
According to the Manual, compensation costs must be based on approved, documented 
payrolls. Payroll must be supported by employee time records prepared during, not after, 
the time period for which the employee was paid. Employee time sheets must be signed 
by the employee and a supervisor and must be completed at least monthly. 

Advanced Therapy did not provide adequate payroll records. We requested supporting 
schedules that detail employees and the compensation that made up the total expenses 
reported on the CFR. Advanced Therapy provided a summary document with about 50 
employees. However, the total amounts did not reconcile to the CFR. We could not 
determine exactly what employees and what amount of their compensation was included 
in the totals reported on the CFR. Although we asked for payroll records during the audit 
on multiple occasions, we were only provided copies of the federal and state quarterly 
withholding reports, which lacked the required details. 

In addition, Advanced Therapy did not maintain any time records, as required by the 
Manual. Instead, employees mark as present or absent on an employee tracker. The form 
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did not contain the times worked, number of hours worked per day and week or include 
the employee and supervisor’s signature. 

Without adequate substantiating documentation, we could not determine if the costs 
were reasonable, necessary, or related to the education program. As a result, we 
disallowed $516,225 in personal services and $56,770 in fringe benefits. 

Other-Than-Personal Services 
According to the Manual, all purchases must be supported with canceled checks and 
invoices listing the items purchased, date of purchase and date of payment. Costs must 
be charged directly to specific programs whenever possible. 

Advanced Therapy did not maintain and/or provide adequate records to support preschool 
special education service expenditures claimed on its CFR. We reviewed approximately 
188 charges for expenses claimed by Advanced Therapy on the CFR for other-than-
personal services, equipment, rent and administrative expenses. In order to determine if 
the expenses were reasonable, necessary, directly related to the education program, we 
requested a crosswalk between the general ledger and the CFR, indicating where 
expenditures on the general ledger were claimed on the CFR. However, we were only 
provided partial copies of credit card statements with comingled costs, purchase orders 
and invoices that did not indicate how the expense was related to the program. The 
majority of costs were missing receipts, invoices, explanations of business purposes, and 
a documented reasonable allocation methodology. 

Without adequate substituting documentation and acceptable allocation methods, we 
disallowed costs totaling $172,487 for other-than-personal services, equipment, 
rental/lease and agency administration allocated to the 9135 and 9160 programs. 

Recommendations 

The President of Advanced Therapy should: 

1. Maintain subsidiary revenue and expenditure accounts for each approved 
program requiring a tuition rate, for preschool evaluation costs and for each 
government grant administered by the Commissioner. 

2. Establish and document cost allocation methods for expenses that cannot be 
charged directly to a specific program. 

3. Ensure that compensation costs are based on approved, documented payrolls 
supported by employee time records prepared during, not after, the time period 
for which the employee was paid. Employee time sheets must be signed by the 
employee and a supervisor and must be completed at least monthly. 
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4. Ensure that purchases are supported with canceled checks and invoices listing 
the items purchased, date of purchase, and date of payment. Costs must be 
charged directly to specific programs whenever possible. 
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Objectives, Scope and Methodology 

The Office of Audit Services conducted an audit to determine whether the expenses 
claimed by Advanced Therapy on the CFR for the period July 1, 2014 to June 30, 2015 
were reasonable, necessary, directly related to the education program, and supported 
with adequate substantiating documentation, as required by the Reimbursable Cost 
Manual. 

To accomplish our objectives, we interviewed management at Advanced Therapy, 
examined documentation provided by Advanced Therapy to support their contention that 
the costs complied with the Manual, and reviewed the Manual for clarification on required 
recordkeeping practices for costs. 

We conducted this audit in accordance with generally accepted auditing procedures. 
Those procedures require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based 
on our audit objectives. We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based on our audit objectives. 

Reporting Requirements 

We provided a draft copy of this report to Advanced Therapy officials for their review and 
formal comment. We considered their comments in preparing this report and have 
included them in their entirety at the end of this report. In Advanced Therapy’s response, 
officials disagreed with disallowances identified in our report. Our responses to Advanced 
Therapy’s comments are included in the report’s SED Comments. 
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Appendix A - Advanced Therapy, PLLC 
Audit Response 



INTRODUCTION 

In September of 2018, SED's Office of Audit Services (OAS) began auditing Advanced 
Therapy's operating cQsts and expenses associated.with its section 4410 special education school 
as reported on its 2014-15 Consolidated Fiscal Report (CFR). After a little over a year of 
reviewing our documentation, on October 8, 2019, OAS's audit team released a final "draft 
report" concluding that only 3% of the reported expenses were allowable. 

Given the lack of any allegation that Advanced Therapy failed to provide the services at issue, 
the reconm1ended disallowance of 97% of Advanced Therapy's costs simply defies common 
sense and is arbitrary and capricious ott its face. Advanced Therapy's cost reporting for the 
2014-15 school year was a good faith effort and accurately reflec;:ts und complies with the 

guidelines contained within SED's 2014-15 Reported Cost Manual, a document which at best is 
difficult to follow and confusing to the layperson. 

Perhaps the single best example of the lack of clarity surrounding the cost reporting requirements 
and the irrationality of OAS's conclusions, is the recommended disallowance by OAS of 
Advanced Therapies allocation across the 913 5 and 9160 programs of salary costs for its 
Executive Director and receptionist . The allocation of these costs by Advanced Therapy were 
calculated using SED's own formula and software, the only input from Advanced Therapy was 
the amount of the salaries themselves. Despite the fact that Advanced Therapy had no 
invoivement in the calculation, and properly inputted the salary amounts, OAS somehow 
determined that these costs were not properly allocated and recommended that all of these costs 
be disallowed. 

In addition, OAS's claims that Advanced Therapy did not provide sufficient documentation to 
validate the expenses associated with staff salaries and/or the allocation of these costs across 

various programs is inexplicable in light of the literal m01mtain of documentation provided by 
Advanced Therapy to substantiate these costs. The chart below identifies the nature of the 

information and types of docmnents that Advanced Therapy provided to OAS for each of its 
employees. PAYROLL 

All 941 's and NY 45' s, payroll journals, payroll invoices, payroll reports generated 
from Paychex were provided and complete access to payroll company was granted so audit 

team could request any information pertaining to employees during this audit period. 

EMPLOYEE DOCUMENTATION 
All employee trackers were provided supporting employee attendance on a monthly basis. 
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Appendix B – SED’s Comments 
1. Section 200.9 (d) of the Commissioner's Regulations outlines the accounting 
requirements for approved programs such as Advanced Therapy, and requires that 
approved programs retain all pertinent accounting, allocation and 
enrollment/attendance records supporting reported data directly or indirectly 
related to the establishment of tuition rates for seven years following the end of 
each reporting year. Furthermore, Section III(1) of the Reimbursable Cost Manual 
(RCM) states that costs will not be reimbursable on field audit without appropriate 
written documentation of costs. We determined Advanced Therapy did not 
maintain appropriate written documentation to support the majority of the 
preschool special education costs they reported and sought for reimbursement. 

2. We did not disallow the salaries for the Executive Director and receptionist based 
on the CFR’s calculated allocation method, but rather the lack of properly 
documented time and attendance records. Section III(1)(A) in the RCM states, 
“Compensation costs must be based on approved, documented payrolls. Payroll 
must be supported by employee time records prepared during, not after, the time 
period for which the employee was paid. Employee time sheets must be signed 
by the employee and a supervisor, and must be completed at least monthly.” 
Advanced Therapy did not maintain time sheets which were signed by the 
employee and a supervisor to support its payrolls. 

3. The employee trackers supplied by Advanced Therapy lacked the employee’s 
signature, as well as signed approval by the employee’s supervisor in accordance 
with the payroll recordkeeping requirements in the RCM under Section III(1)(A). 
The form did not require the employee to list the start time, end time, number of 
hours worked for the day or indicate the program on which the employee worked 
(e.g. 9135, 9160). This made it impossible to determine if the employee was being 
paid for the accurate number of hours on the payroll. 

4. As stated in comment 2, we did not disallow the salaries for the Executive 
Director and receptionist based on the CFR’s calculated allocation method, but 
rather the lack of properly documented time and attendance records as required 
by Section III(1)(A) of the RCM. 

5. As stated in comment 1, costs reported on the CFR must comply fully with the 
guidelines in the RCM regarding the eligibility of costs and documentation 
requirements. We determined inadequate records were maintained to support 
preschool special education service expenditures. 

The documentation Advanced Therapy stated they provided the auditors was not 
provided until after the closing conference on June 26, 2019 when we presented 
our findings to Advanced Therapy. We received the additional documents (marked 
as Appendix 2-8 in Advanced Therapy’s response) on August 9, 2019 which was 



              
    

            
        

           

        
           
          
          
     

         
          

       
            

   

nearly 11 months after the audit began. As a courtesy, we reviewed the additional 
documents, but the documents were not adequate substitutes for the documented 
time and attendance records required by the RCM. The documents were not in 
chronological order, not signed by both the employee and their supervisor and 
included records for services which were outside the scope of the audit. 

6. The RCM describes specific accounting and record-keeping requirements to 
which all CFR filers must adhere. According to the RCM, expenditures that 
cannot be charged directly to a specific program must be allocated across all 
programs and/or entities that benefit from these expenditures. The RCM 
requires special education providers to maintain documentation evidencing the 
methodologies used to allocate costs to the various programs they operate. The 
RCM also requires that the methodology used to allocate expenses be fair and 
reasonable. 

We reviewed the methodology Advanced Therapy used to allocate costs for the 
fiscal year ended June 30, 2015 and found Advanced Therapy does not have a 
reasonable or appropriately documented methodology. 
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