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instructions For Completing FORM ACF-IV-E-1
TITLE IV-E FOSTER CARE AND ADOPTION ASSISTANCE FINANCIAL REPORT
STATE QUARTERLY REPORT OF EXPENDITURES AND ESTIMATES

All States are required to complete and submit this report in accordance with these instructions on behalf of the State agency
administering the Foster Care and Adoption Assistance Programs under fitle IV-E of the Social Security Act The information
collected is used to award funds, make budget estimates and reports to Congress on Federal fund requirements. All items of

PARTS 1 and 2 must be completed and submitted quarterly by January 30, April 30, July 30 and October 30

Policy regarding claims for expenditures will be interpreted under statute, regulations, action transmittals and policy issuances
These forms will not be regarded as superseding the interpretation of whether claims are allowable or unallowable under

those documents

Distribution: Mail the original (with original signatures) to:

Administration on Children, Youth and Families
Office of Management Services

330 C Street, SW.

Washington, D.C. 20447

Send one copy of the form (Excel 43 KB) to the appropriate Regional official.

Round all entries to the nearest doflar Enter State name and complete the information at the top of each Part include the

appropriate Federal Medical Assistance Percentage (FMAP) rate as published in the Federal Register

General Instructions for PART 1

All amounts reported in Columns (a), (b}, (¢), and (d) must be for actual expenditures made under the State's approved IV-E
plan and in accordance with all applicable statutes and regulations The expenditures must be for amounts for payments made
on behalf of children determined eligible for title 1V-E, or for administration, training and systems costs, claimed in accordance
with methodologies in an approved or pending cost allocation pian, negotiated indirect cost rate or other required submission
All amounts reported in Columns (e) and (f) are for estimates of expenditures to be made during the time period indicated

based on the best information available to the State

Under Section 1130 of the Social Security Act, DHHS can authorize demonstration projects that involve the waiver of certain
requirements of title [V-E. Within the Form AGF-IV-E-1 there are entries for authorized demonstration projects Only costs that

are for authorized demonstration projects should be reported

Columns (a) & (b): CURRENT QUARTER EXPENDITURES. Include on Part 1 all amounts paid by the State or local

government during the quarter indicated, even if the payment is applicable to a previous quarter, per the Federal regulations at
45 CFR 95.4 and 95.13(a), (b) and {(d). Amounts which were paid prior to the current quarter and not previously claimed must

be included in Columns (¢) & (d), PRIOR QUARTER ADJUSTMENTS
Cotumns (c} & (d): PRIOR QUARTER ADJUSTMENTS. This is the net amount combining individual increasing and

decreasing adjustments for prior quarters Increasing adjustments include any expenditures made by the State or local
government during a prior quarter which were not reported on a previous submission of this report. Decreasing adjustments
include any expenditures previously reported which are now being reduced Any adjustment reported in this column must be

detailed and separated into the increasing and decreasing components by completing PART 2, PRIOR QUARTER

ADJUSTMENTS. Claims submitted with expenditures for prior quarter adjustments are subject fo 45 CFR Subpart A
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CYF-CB-PI-02-01 - Instructions For Completing FORM ACF-IV-E-1 Page 2 of 7
Increasing adjustments must be claimed within two years
Column (e} & (f): NEXT QUARTER ESTIMATE. Include anticipated costs for the quarter indicated as NEXT QUARTER

ENDING . The Total Federal share constitutes the State's request for Federal funds for title IV-E-Foster Care and Adoption
Assistance

Previously, separate data reporting was required for non-voluntary and voluntary foster care based on legislative mandates
Due to changes in legislation there is no longer a need to collect information separately Therefore, non-voluntary and
voluntary reporting has been combined into one category for foster care

Detailed Instructions for PART 1
FOSTER CARE

Line 1: Enter the amount of maintenance assistance payments subject to Federal matching that are allowable under Federal
taw, requlation and policy for Foster Care.

Line 2: Enter the Federal share of Child Support Collections coilected during the quarter regardiess of the quarter to which
they apply. The amount in Column (b) must agree with the amount reported on Line 10, Column (b) for Foster Care on Form
OCSE-34A for the same gquarter.

Line 3: Enter the net amount of assistance payments Line 1 minus Line 2
Line 4: Enter the average monthly number of children for whom the payments indicated on Line 1 were or will be made

Lines 5a-5e: Enter the amount for State and local administration expenditures, including State and local staff activities or
activities contracted to private non-profit agencies Enter amounts for the activity under the most specific of the sub-categories
listed here Refer to ACYF-PA-87-05 and 45 CFR 1356.60 for allowability of these costs

{ ine 5a: Enter the amount expended for children in Foster Care for the development, review or revision of case plans or the
supervision or management of cases, including preparation for and participation in judicial proceedings and child placement

Line 5b: Enter the amount for pre-placement activities applicable to individual children clearly at risk of placement in title IV-E-
Foster Care

Line 5¢: Enter the amount directly related only to eligibility determination activities for costs involved in the actual verification
and documentation of eligibility, as defined in ACYF-PA-87-05.

Line 5d: Enter the amount of Statewide Automated Child Welfare Information System (SACWIS) operation costs. Refer to
ACF Action Transmittal ACF-OSS-05.

Line 5e: Include the total computable amount for all other activities, such as rate setting, the appropriate share of automated
data processing activities, recruitment and licensing of homes not specific to a child, the issuance of checks and other
activities not listed in Lines 5{a) through 5{d}.

Line 5f: Enter the total amount for State and Local Administration The sum of Line 5a through Line 5e.
Line 6: Enter the amount for all SACWIS development costs Refer to ACF Action Transmittal ACF-085-05
Line 7: Enter the total amount for State and local training eligibie for 75% Federal financial participation

Line 8: Enter the amount for approved demonstration projects for Foster Care authorized under Section 1130 of the Social
Security Act, excluding expenditures for Control/Comparison groups From Part 4, Line 7(f)

Line 9. Enter the total amount for each column as indicated in the footnote
Line 10. Enter the State share of the estimate, Line 9(e) minus S(f).
ADOPTION ASSISTANCE

Line 1: Enter the total amount for assistance payments subject to Federal matching that are allowable under Federal law,
regutation and poiicy for Adoption Assistance

Line 2: Enter the average monthly number of children for whom the payments indicated on Line 1 were made Do not enter
children who are receiving Medical-only benefits

Line 3: Enter the amount for State and local administration
Line 4: Enter the amount for State and local training eligible for 75% Cederal financial participation.
Line 5: Enter the amount for approved demonstration projects for Adoption Assistance authorized under Section 1130 of the
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CYE-CB-PI-02-01 - Instructions For Completing FORM ACF-IV-E-1 Page 3 of 7
Social Security Act, excluding expenditures for Control/Comparison groups from Part 4, Line 7(f)

Line 6. Enter the total amount for each column
Line 7. Enter the State share of the estimate, Line 6(e) minus 6(f).
SIGNATURE OF AUTHORIZING OFFICIAL

The form must be signed by an authorized official of the State agency certifying that: (a), the information provided on all
PARTS of this form included in this submission and on all accompanying documents is accurate and true to the best of the
official's knowledge and befief, and (b), the amount shown as the State share of expenditures on Line 10 for Foster Care and
Line 7 for Adoption Assistance will be available to meet the non-Federal share of expenditures for the estimate quarter as
prescribed by law

Increases or Decreases Greater than Five Percent

On an attached page, States must submit a detailed explanation of any increase or decrease greater than five percent for any
data element of Part 1 compared to the same element for the previous quarter. The explanation should include but is not
limited to details relating to changes in number of children or type of placement, number of staff or administrative activity, or
number of trainees or type of training.

General Instructions for PART 2: PRIOR QUARTER ADJUSTMENTS

Complete and attach as many PRIOR QUARTER ADJUSTMENT pages as necessary to report all prior quarter adjustments
using the appropriate page for Foster Care or Adoption Assistance Report alt entries by funding aclivity (payments,
administration, training, etc.). Report only one quarter per line and report separately any entry that refersto a separate line on
PART 1, i e, payments and administrative claims for the same quarter must be reported on separate lines of the adjustment

page

The net of the individual increasing and decreasing adjustments for each activity shall be entered as the net adjustments
reported in Columns (c) and {(d) on PART 1 for the appropriate line

Enter the name of the State, the Current Quarter Ended, as entered on PART 1 and the page number if more than one
adjustment page is submitted.

Detailed Instructions for PART 2: PRIOR QUARTER ADJUSTMENTS

Cofumn (a). Enter the funding activity for the line of Column (c) and {d) of PART 1 to which the adjustment applies A list of
funding activities is shown at the bottom of PART 2 for Foster Care and Adoption Assistance

Column {b). Enter the month and year of the end of the quarter to which the adjustment applies
Column {c). Enter the total computable amount of the adjustment, regardless of the category of the adjustment

Column {d). Enter the Federal share of the amount in Column (c) using the applicable FMAP rate for the fiscal year to which
the adjustment applies, 50% for administration, 75% for training or the appropriate 75% or 50% rate for SACWIS costs.

Column (e}. Enter the Federal audit control number, if available, or other comments as applicable The audit control humber
greatly facilitates closing audits.

If the adjustment is for payments, include in Column (), the average monthly number of children who have not been
previously claimed for the quarter of the adjustment

General Instructions for PART 3

Requirement, Due Dates: State agencies administering the Foster Care and Adoption Assistance Programs under title W-E
of the Social Security Act are required to complete and submit this PART of Form ACF-IV-E-1 semiannually by Aprif 30 and
October 30 Each report shall contain actual data or projections, as appropriate, for three consecutive Federal fiscal years
The first year of this three-year period will match the fiscal year being reported as "current quarter” in PART 1.; the first year
of this three-year period will be the same as the calendar year in which the report is being submitted. For example, the
reports submitted by April 30 and October 30, 2000 will contain budget projections for fiscal years 2000, 2001, and 2002 All
references to “fiscal year" pertain to the Federal fiscal year of October 1 through September 30

Al entries INCLUDING LINE 2 should be in total computabte amounts
All of the Line headings on this PART (except Line 2) are the same as the lines for expenditures in PART 1.

Include in Lines 1-7 of Section A and Lines 1-4 of Section B the title IV-E-Foster Care or Adoption Assistance expenditures
projected for Demonstration Projects from controlicomparison groups used for determining the Cost Neutrality Limit
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include in Line 8 of Section A and Line 5 of Section B the title IV-E-Foster Care expenditures, actual or projected, for the
Demonstration Projects.

Detailed instructions for PART 3
FOSTER CARE

Line 1: Enter the amount of maintenance assistance payments subject to Federal matching that are aliowable under Federal
law, regulation and policy for Foster Care

Line 2: Enter the TOTAL COMPUTABLE Child Support Collections actually or estimated to be coflected during the fiscal year
regardless of the quarter and year to which they apply The amounts must agree with the amounts forecast for Foster Care on
Line 11 of PART 3 on Form OCSE-396A

Line 3: Enter the nef amount of assistance payments Line 1 minus Line 2.
Line 4: Enter the average monthly number of children for whom the payments indicated on Line 1 were or will be made

Lines 5a-5e: Enter the amount for State and local administration expenditures, including State and local staff activities or
activities contracted to private non-profit agencies. Enter amounts for the activity under the most specific of the sub-categories
listed here Refer to 45 CFR 1356 60 and ACYF-PA-87-05 for allowability of these costs

Line 5a: Enter the amount expended for children in foster care for the development, review or revision of case plans or the
supervision or management of cases, including preparation for and participation in judicial proceedings and child placement.

Line 5b: Enter the amount for pre-placement activities applicable to individual children clearly at risk of placement in title IV-E-
Foster Care, as defined in ACYF-PA-87-05

Line 5c: Enter the amount directly related only to eligibility determination activities for costs involved in the actual verification
and documentation of eligibility, as defined in ACYF-PA-87-05

Line 5d: Enter the amount of operation costs for Statewide Automated Child Welfare Information System (SACWIS).

Line Se: Enter the total computable amount for all other activities, such as rate setting, the appropriate share of automated
data processing activities, recruitment and licensing of homes not specific to a child, the issuance of checks and other
activities not listed in Lines 5(a) through 5(d) orin Line &

Line 5¢: Enter the total amount for State and local Administration. This is the sum of Line 5a through Line 5e.
Line 6: Enter tha amount for all SACWIS development costs
Line 7: Enter the total amount for State and focal training

Line 8: Enter the total amount for approved demonstration projects for Foster Care authorized under Section 1130 of the
Social Security Act

ADOPTION ASSISTANCE

Line 1: Enter the total amount for assistance payments subject to Federal matching that are allowable under Federal law,
regulation and policy for Adoption Assistance :

Line 2: Enter the average monthly number of children for whom the payments indicated on Line 1 were made Do not enter
children who are receiving Medical-only benefits.

Line 3: Enter the amount for State and local administration
Line 4: Enter the amount for State and local training.

Line 5: Enter the total amount for approved demonstration projects for Adoption Assistance authorized under Section 1130 of
the Social Security Act

Instructions for completion of Form ACF-IV-E-1 Part 4
TITLE IV-E FOSTER CARE AND ADOPTION ASSISTANCE
DEMONSTRATION PROJECTS

General

This Part should be completed quarterly by any State with an approved title {V-E waiver demonstration All entries should be
made in accordance with the State’s approved waiver demonstration terms and conditions Particular attenticn should be
given to sections B and C, which will require development and maintenance of State schedules to accumulate needed cost
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data_ In this context, states may wish to consider the need to develop specific demonstration fiscal operational procedures
These procedures, to the extent agreed to by ACF, will govern the calcutation of reported amounts

it will be necessary to begin using the Part 4 form prior to implementation of the demonstration since developmental costs and
estimates of future quarterly expenditures are sought. It will be necessary to continue using Part 4 for a period after
completion of the demonstration since evaluation costs may continue to be incurred {in accordance with the approved terms
and conditions). Prior quarter adjustments may be reportable either for the demonstration cases or impact the demonstration
through adjustment to amounts used in the cost neutrality formula

Any State which has incurred demonstration expenditures in a quarter(s) prior to the issuance of the ACF IV-E-~1 reporting
form should enter cumulative data in sections B and C of Part 4 for the applicable demonstration period(s) on its first quarterly
submission States do not need to re-report previously submitted information using this form. This historical information should
be combined with data for the quarter covered by the report. Technical assistance in the assembling of such docurmentation
and the completion of Part 4 is available from ACF Regional Offices

Amounts reported could be for either foster care or adoption assistance depending on which component of title IV-E has been
waived Should a State operate under waivers for both foster care and adoption assistance, costs for the two components
must be reported separately on two forms Each form should be checked to indicate whether foster care or adoption
assistance components are reported.

Columns (a) through (&) should include actual expenditures only. Columns (f) and (g} should include the State's projection of
anticipated costs for the next quarter

Prior quarter adjustments (columns (c) and (d)) should be reported only for periods in which the applicable demonstration
program was either operational or under development (for approved developmental costs only) Any amounts for periods prior
to that date should be reported in Part 1 of form ACF-IV-E-1. All prior quarter adjustments for demonstration costs must also
be identified in Part 2. Adjustments for demonstration experimental group costs must be identified as funding activity "FDE" for
foster care or "ADE" for adoption assistance in Part 2, column | Adjustments for contral or comparison group costs must be
claimed on Parts 1 and 2 of Form ACE-IV-E-1 and identified as such in the comments column, column {e), on Part 2. Each
demonstration will have at least one controf or comparison group established as part of the approved operational ferms and
conditions. This identification supports the appropriate caiculation of the cost neutrality limit (CNL) for the overall
demonstration program

Detailed Instructions for Pari 4

Section and Line No
Section A - Quarterly Demonstration Costs

1 Experimental Group Operational Expenditures - Amounts spent on behalf of children participating in the
experimental group in any approved and operational fitle IV-E watver demonstration project in the State. These costs
may cover the items classified as title 1V-E maintenance assistance in Section 475(4)(A) of the Social Security Act,
administration or training in accordance with Federal regulations at 45 CFR 1356 60 and any additionat items or revised
efigibility criteria contained in the approved terms and conditions for the waiver demonstration

Some demonstrations require only the identification of maintenance assistance or administrative costs asscciated with
demonstration cases In accordance with the approved waiver demonstration terms and conditions, maintenance
assistance, administration and State & local training costs, where applicable, should be summed and included on this
line. Any amount reported on this line should not be reported in Part 1, lines 1-7 for foster care or lines 1-4 for adoption
assistance These expenditures are to be used in the cost neutrality calculation

Claims on this line should not include costs on behalf of children participating in the demonstration as part of a control
or comparison group. Such amounts are demonstration expenditures, but are reported on line 2 and are utilized in
Section B of this report for cost neutrality purposes

2 ControlfComparison Group Operational Expenditures - Amount of expenditurefestimate attributable to children
assigned to the demonstration control/comparison group in accordance with the approved terms and conditions. This
line includes all appropriate maintenance, administration and/or training costs in accordance with the approved terms &
conditions Any amount reported on this line should also be reported in Part 1, lines 1-7 for foster care or lines 1-4 for
adoption assistance The dual reporting is necessary since the underlying costs are connected to the demonstration,
but remain subject to reimbursement in accordance with existing title IV-E law and policy (without application of any
waivers) These expenditures are to be used in the cost-neutrality calculation

3. Total Demonstration Operational Expenditures - Total amount for operations connected with the waiver
demonstration project Equal to the sum of lines 1& 2.

4 Developmental and Evaluation Costs - Amount of expenditurefestimate associated with the development of the
demonsiration proposal and the performance of a project evaluation. This includes administrative and training amounts
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for activities undertaken before impiementation of the demonstration project and for development and ongoing conduct
of the evaluation, in accordance with the approved waiver terms and conditions and the State's approved
developmental cost and evaluation plans. These demonstration costs and estimates are not subject to the cost-
neutrality calculation

It should be noted that evaluation costs might extend for a period beyond the completion of the demonstration project
in this case, Part 4 must be completed to identify such costs even though there may be no other demonstration
expenditures or need for a cost-neutrality calculation

Total Expenditures - Total costs associated with the demonstration program The amount reported is equal to the sum
of lines 3 and 4. This amount shall not be used in calculating the amount reported on the ACFAV-E-1 Part 1, line 8 for
foster care or line 5 for adoption assistance. The amounts on line 9 should instead be used in calculating the reported
amount (see instructions below) in Part 1. This step is necessary to limit the total Federal share in accordance with the
cost-neutrality provision.

State Share - Amount of non-Federal funds applicable to line 5 that the State is certifying as available as matching
funds to operate the demonstration

Section B - Cost-Neutrality Calculation

7a

Cumulative Experimental Group Cost Neutrality Limit (CNL) - The amount to be entered in columns (e) and
(g) (Federal share) should result from calculations in accordance with the approved terms and conditions on cost-
neutrality contained in each State's waiver This represents the maximum amount of Federal funding available
through this reporting period for reimbursement of altowable experimental group demonstration project
operational expenditures (column e) and future estimates (column g).

The calculation must utilize data on demonstration experimental and control/comparison groups quarterly costs
as delineated respectively on lines 1 and 2 in this part as well, as cost data for any previous quarter(s) in which
the demonstration project was operable The State will also require information on the number of "cases” in both
the experimental and the control/comparison groups A separate spreadsheet identifying the State's CNL
calculations should be maintained at the State agency as supporting documentation

The column {g) amount should equal the column (e} amount plus the State's estimate of the additional CNL
amounts projected for the subsequent quarter. If the State's approved demonstration terms and conditions
provide for the option of "up-front" payments based upon estimates exceeding the cost-neutrality calculation by
up to five percent, the amount entered in column g should include any portion of such addifional funding authority
sought by the State If this option is elected, the State must attach figures showing the projected cost neutrality
and the additional up-front funding sought along with a narrative explaining the basis for requesting the specified
amount of funding in excess of the CNL. Any such funds approved will be subject to reconciliation hased upon
actual expenditures in accordance with the approved waiver terms and conditions

Cumulative Demonstration Experimental Group Operational Expenditures - This amount consists of the total
of line 1 above plus line 7b from the previous quarter's Demonstration Projects ACF-IV-E-1 - Part 4 report
(appropriate column entries) The State must adjust this figure to exclude any expenditure amount not
reimbursable due to its removal from the line 7f holding account (amounts in excess of the CNL} because of the
expiration of the two-year filing limitation or any amount which is disallowed. If a disallowance action is appealed,
the State should not reduce the line 7b total if it decides to retain the funds pending a decision. In addition, should
the State prevail in the appeal, a further adjustment to this line may be necessary.

An adjustment may also be made in column g for any portion of a State’s previous demonstration project estimate
which was not funded through grant award authority Where any such adjustments are made, states should
maintain appropriate supporting work papers identifying the source and basis for the adjustment.

Cumulative Demonstration Control/Comparison Group Operational Expenditures Tota! of line 2 above plus
fine 7¢ from the previous quarter's Demonstration Projects ACF-IV-E-1 - Part 4 report

Expenditures in Excess of CNL - Step 1: Line 7b minus line 7a Amounts should be treated as zero {0) if the
result is a negative number A positive number should be recorded as calculated Step 2: Subtract (from the Step
1 result) any line 7d entries from the previous guarter's Demonstration Projects ACF-IV-E-1 - Part 4 report The
final result of these steps (including negative amounts) is entered in column (e) and (g) of this line

Total Quarterly Reimbursable Expenditures/Estimates - Amounts should initially be reported in column ()
and (g) only. The amount entered is equal to line 5 minus line 7d This is the maximum amount of the reporied
costs subject to Federal funding as of the date reported. If these expenditure/estimate amounts match the
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amounts reported in the equivalent columns on line 5, the remaining line 7e columns should be completed by
copying data from line 5 If, however, thereis a difference between lines 5 and 7e, the line 7e total Federal share
expenditure amount should then be apportioned between current and prior quarter amounts in accordance with
the relative percentages attributable to each category on line 5, columns b and d. The amounts entered in the
total computable columns (columns a, ¢ & f) are to be calculated by dividing the Federal share amount (columns
b, d & ) by the calculated rate of Federal financial participation (FFP). The calculated FFP rate is equal to the line
5 Federal share amount in the same column divided by the associated total computable column (e g, col bfcol
a)

f Remaining Current & Prior Expenditures (Holding Account) - An entry is required only in column e. The
amount reported is equal to the line 7d (current report) plus line 7f from the previous quarter's Demonstration
Projects fiscal report minus any adjustments. Adjustments can result from either a determination that an amount
is no longer reimbursable or a movement of holding account amounts fo line 8d (expenditure of available
savings). When demonstration project savings are generated, the State should consider using these funds as
reimbursement of holding account expenditures State supporting work papers should be maintained o
demonstrate the resuits of this analysis of the holding account amount each quarter

Amounts should not ordinarily remain in the holding account beyond the last quarter during which the associated
waiver demonstration project is operational in accordance with the approved terms and conditions. The holding
account entry may continue to be reported for several quarters after the completion of the demonstration
operations if the State intends to report prior quarter adjustments to demonstration expenditures Federal
regulations at 45 CFR 95 7, however, impose time constraints for the reporting of increasing adjustment claims
Any amounts pending beyond this limit should be removed from the holding account as no longer subject to

reimbursement

Section C - Savings/Expenditure Calculation

8a Cumulative Savings Realized - (Line 7a minus line 7b) This amount should be reported in column e An entry of
zero (0) should be made unless the result is a positive number.

b Cumulative Savings Previousiy Expended - Line 8e from the previous quarter's Demonstration Projects ACF-IV-
E-1, Part 4 reporf

c Total Savings Available for Expenditure - (Line 8a minus line 8b) Amount of savings remaining available for
expenditure during the life of the demonstration project.

d Quarterly Expenditure of Available Savings - The amount of available savings (line 8c¢) either expended this quarter
for otherwise not claimed title IV-B/IV-E eligible activities or the portion of the holding account expenditures (line 7f)
applied against savings. The appropriate level of State match should be used for all expenditures of available
demionstration project savings.

If holding account amounts are included, an appropriate deduction to line 7g should appear on the next quarterly
Demonstration Projects fiscal report The State should maintain supporting work papers establishing how all
amounts were expended

e, Cumulative Expenditure of Savings - (Line 8b plus fine 8d) - This amount identifies the portion of ever-earned
savings expended to date

Section D - Quarterly Claim/Estimate

9  Total - Enter the amount from line 7e minus the amount on line 2 plus the amount on line 8d Control/comparison group
expenditures must be deducted from the amount on fine e to avoid a duplicative claim All control/comparison group
expenditures must be claimed on Part 1, lines 1-7 for foster care or 1-4 for adoption assistance. The line 8d amount is
added to provide funding for qualifying expenditures of earned savings. The entries on line 8 should be transferred to
Part 1, line 8 for foster care or line 5 for adoption assistance.
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RCO3: Therapeutic Crisis Intervention

BREAKDOWN OF COURSES EXPENSES

PERSONNEL

EFRINGE

CASUAL BMPLOYEES

FRINGE

AV EQUIPMENT

EASEL PADS

PADS/PENCILS

EVAL SUPPLIES

STAFF TRAVEL

CONFERENCE TRAVEL
CONSULTANT FEE and TRAVEL
PRINTING

POSTAGE/SHIPPING
REPRODUCTION OF TCI VIDEOD
BOOKS/JOURNALS

REPRINT PERMISSION
TRAINING SPACE RENTAL
IRAINEE COSTS

SUBTOTAL

FACILITIES & ADMINISTRATIVE
COSTS

ADMINISTRATION

GRAND TOTAL

ADMINISTRATION
PERSONNEL+TEMP
ASSOCIATED FRINGE
EQUIPMENT

FAX LEASE

OFFICE SUPPLIES
SOFTWARE

OFFICE FURNITURE
ADMINISTRATIVE STAFF TRAVEL
OTHER COSTS
NETWORX COSTS
PHONE

PHOTGCOPY

QFFICE RENT ITHACA

EQUIP. REPAIR, MAINTENANCE, &

INSURANCE

GENERAL QUTSIDE SERVICES
SUBTOTAL

FACILITIES & ADMINISIRATIVE
COSTS

TOTAL ADMINISTRATION

TxT Updates 1AB
$111,023 571,049  $44414
$42,522 $27,212 £17,011
$9,750 £9,750 $0
$3,734 $3,734 $0
36,450 $£4,080 $3,000
$150 $240 $75
$85 $160 $45
3680 $1,280 3360
512,097 510,445  $13,546
$1,830 $3,172 $1,098
30 $4,250 56,375
512,750 $6,400 $1,350
$3,000 $5,200 $1,800
$7,650 $0 50
$980 $627 5392
$368 $235 $147
524,625 514,800 38,500
564,766 $0 b
$302,461  $162,635 398,113
$178,452 395954  $57,887
$60,830  $38,928  $24334

$541,743 $297,517 §180,334

$34,951
313,386
$6,800
$450
51,155
51,000
$1,900
$238

£0
$2,930
$11,052
58,500
30
$1L,000

$3,355
86,718
£51,163

§137,880

Revised Proposal - 9403
1/1/2004 - 12/31/2004
Page 13

Residential Child Care Project, Comell University

VP&AR
TA

$38,663

$14,808

£6,500

$2.490

50

S0

30

30

$42,542

$0

$0

$3,000

$0

50

$0

$0

$0

$0

$108,003

$63,722

$11,030
§182,755

SPR

$0

$0

30

$0

$660
$0

s0

$0

$0

$0
$25,000
%0

$0

$£0

$0

30
$2,575
£0
$28,235
$16,659

$2,758
$47,651



CHART 1

Personnel . .. e 5 111,023
FUOZE - oo e e 42,520
Casual Employees ... .. ... .o vviii oo oo 95750
Fringe = . ... .. e . 3,734
AV Equipment ... . . .......... . ... . ... 06450
EaselPads . ... .. e 150
Pads/Pencils ... ... . . ... iieeei eieia.. . 85
Eval Supplies .. .. ... ..oovoii o e .. 680
Staff Travel . .. oo e e 12,097
Conference Travel .. ........ ... .. .. . .. .1830
Consultant Fee and Travel . .. ... R |
PUnUng . . ..o e e 12750
Postage/Shipping .. ...... ... .o o0 ..o 3,000
Reproduction of TCTvideo . ............... ... .... 7,650
Books/Journals . ... it i 980
Reprint Permission . ... ... ... ... .o ... 368
Training Space Rental . ... . .. ....... .. .. ... 24625
Trainee COSIS . . v oo o e e .. 64,706
T T+ 1 70] 52 1 P 302,461
Facilities & Administrative Costs (Total)! . ... ... .. 178,452
Administration .. ..ot e 60,830
Grand Total oo vnurveeeevonssrieneanenooansea. $541,743

! This amount ($178,452) is 59% of Cornell’s stated “Subtotal” of its incuired “expenses”
($302,461). This corresponds to Cornell’s negotiated “Facilities & Administrative” (“indirect”
ot “F&A™) cost rate for on-campus direct costs. However, all TxT training, as well as the whole
panoply of programs in Cornell’s CPSTI training program -- whether provided through the
agreement with OCFS o directly to other clients — is conducted off campus, and Cornell is thus
unlawfully using this 59% F&A rate, as described in 4§ 193-202, infra.



CHART II

Personnel ... ... .. ... ... .. . .. .. .$111,023
Fringe ... .. e e . 42,522
Casual Employees P Y s 1
Fringe . ... .. ... . o e o 3734
AV Equ1pment=F e 6,450
Easel Pads* .. ... .. ... ... .  ..... . . ...... .150
Pads/Pencils ... ... . ... ... ... .. .. ... . .. . 85
Eval Supplies ... ... ..... ....... ... ... ... ..680
Staff Travel* . e e e 12,097
Conference ITravel®* .. .. .. .. ... ... . ... . . ... 1,830
Consultant Feeand Travel .. ... . ... . . .......... 0
Printing . . . e e e e 12,750
Postage/ShIpplng e e . 3,000
Reproduction of TCI v1deo e e s 1,650
Books/Journals ... ... .. ... . ... ... .. ...... ... .980
Reprint Permission . ... ... ... . .. ............ .... ..368
Iraining Space Rental* . .. ... ... ....... .. ... 24,625
Trainee Costs* ... . . ..., .. ... .. .. ... .. 64766
Sub-Tofal ....ccvviiiniiiiiiiiii e ... 302,461
Facilities & Administrative Costs (Iotal) .. 178,452
Administration .. ... .. ... ... ... . . . ...560830
Grand Total .....covvivinrovavinnnoossaensesesd 541,743

Adjustment of TxT expenses

Deduct Total of “Starred” Expenses ... .. oo .. $109,918
(Starred (*) expenses -- those borne directly by a

non-OCFS Cornell client, as per Comell’s brochure

-- are deducted from the Sub-Total of Training

Expenses)

Deduct proportionately reduced total of “Starred”
ExpensesasF&Acosts' ... ... ... ...... . .. .. 8§ 64851

Grand Total of Adjusted TxT expenses ............$ 366,974

Per-Day Adjusted TxT expenses” .................5 7,339

! That is, 59% of the total Starred Expenses ($109,918).

2 Cornell has indicated that there were a total of 50 training days of the TxT program in
2004, thus the Grand Total of Adjusted expenses above is divided by 50 to obtain the per-day
cost of $7339.
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DIGEST OF DECISIONS AFFECTING DEFENDANT OCFS BY DEPARTMENT OF
HEALTH AND HUMAN SERVICES, DEPARTMENTAL APPEALS BOARD (“DAB”)
APPELLATE DIVISION (“DAB DECISION”). THEY ARE IN REVERSE

CHRONOLOGICAL ORDER

1 In DAB Decision 1701, August 25, 1999, the DAB affirmed HHS’s Division of Cost
Allocation’s (DCA) disallowance of certain administrative activities in OCES’s Cost Allocation
Plan (CAP) as not eligible for reimbursement under Title IV-E. The disallowed activities
involved non-client contact social services such as preparing wiitten reports following or
preceding the provision of social services in the field The activities were deemed not allowable
because they involved the delivery of social services and also because they are neither listed in
the regulations as an allowable IV-E activity nor are they “closely related” to a listed activity.

(As the decision dealt with an instruction to OCES to amend its Cost Allocation Plan
prospectively, no dollar amount was attributed in the DAB decision to the prospective disallowed
costs.)

2. In DAB Decision 1666, JTuly 22, 1998, the DAB affirmed ACE’s disallowance of certain
indirect costs incurred by outside training contractors that were claimed by OCFS under Title IV-
E at 75% FI'P. ACF determined the cost pools used to calculate the indirect costs rates contained
elements unrelated to training that were not reimbursable as training in accordance with

45 CF R §235.64, but were instead administrative expenditures that were reimbursable at 50%
FFP. (No monetary amount was attributed to the disallowance in the DAB decision.)

3. In DAB Decision 1649, February 23, 1998, the DAB affirmed ACF’s disallowance of
$76,766,042 in Iederal reimbursement claims for Federal funds under Title IV-E for
administiative expenses of case workers’ pre-placement protective services for children The
disallowance was affitmed, based on DAB Decisions 1428 and 1630.

4. In DAB Decision 1630, September 18, 1997, the DAB affirmed disallowances for the cost of
administrative activities of casewotkers who provided pre-placement protective and preventive
services, in the total amount of $109,933,706. This decision followed DAB 1428.

5. In DAB Decision 1503, December 21, 1994, the DAB affirmed ACE’s disallowance of
OCFS’s claims for $86,093,309 in Federal funds under IV-E. The claims involved
administrative costs incurred for protective services to provided the children for whom there was
reasonable cause to suspect abuse or mistreatment The disallowance was affirmed based on
DAB Deciston 1428.

6. In DAB Decision 1483, July 21, 1994, the DAB affirmed ACF’s disallowance of
$101,094,142 in claims by OCFS for Federal funds under IV-E.  The claims were for foster care
maintenance payments for children found not to be eligible under IV-E

7. In DAB Decision 1470, March 23, 1994, the DAB affirmed the disallowance of $136,768,669
in claims for Federal funds under Title IV-E. OCFS claimed administrative costs for protective



services pursuant to a proposed amended cost allocation plan (CAP). This decision was based on
DAB Decision 1428

8. In DAB Decision 1442, October 1, 1993, the DAB affirmed ACF’s disallowance of
$47.427.952 in claims for Federal funds under Title IV-E. The claims were for administrative
costs for protective services provided. This decision was also based on DAB Decision 1428,

9. In DAB 1428, July 21, 1993, the DAB affitmed ACF’s disallowance of four categories of
activities performed by Child Protective Services workers. The total of the disallowance is not
calculable from the DAB decision, which disallowed four out of ten categories of costs The
DAB’s decision was affirmed on April 1, 1998 by the United States District Court for the
Southern District of New York, 1998 WL 150955 (SDN Y. 1998).
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UNITED STATES DISTRICT COURT
POR THE DISTRICT OF COLUMBIA

UNITED STATES OF AMERICR
ex rel., GEORGE J. DENONCOURT,

)
)
) )
Plaintiff, }
} .
v. }  Civil No. 92-2808 PF _
) Fiten
STATE OF NER YORX, et al. )
) ~T~ o7 1354
Defendants } Filed OUOnder Seal LTI =
’ OIERR WS, DiaTRISY OO
) T e WRILE LS
STTPULATION OF SETTLEMENT AND DISMISSAL OF CLAIMS INVOLVING S§TRTZ o

OF NEW YORK, AND ORDER

Plainciff the United States of America ("United States"},
gui Tam Plaintlff George Denoncourt, and defendants the State of
New York, the New York State,Depaxtment of Social Sexrvices
{(NYSDEs) , che Office of Human Resource Development (OHRD), the
Stare University of New York (SUNY) at Albany, SUNY Brockport,
SUNY Central Administration, The Research Foundation of SUNY, the
Strate University Colleges at Buffalo (SUC Buffaio], the City
University of New York, and NYSDSS employees Roberz Donahue,
Robert Hagstrom, Carol Polnak, Carol DeCosmo and Will Zwink
{collectively referred to herein as the "State of Naw York®),
hereby stipulate and agree that, subject to the aporoval of the
Court, the following action should be taken in this marter:

The United States shall be permitted to intsrvene in this
action for the further limited purpoge of resolving its claims
against the Statre of New York, and hereby does so intervene:

The United States’ claims against the State of New York

deseribed in the attached Settlement Agreement and Release, and

T amr b, s e e A - .

Mr Denencourt‘s clsima described in the Setrlemnns
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Release, shall be regolved on the terms set forth im that
Settlement Agreement and Relezsge;

The Court ghall have jurisdiction over the partieg to
enforce the terms of the Settlement Agreement and Release;

The claims of the Unit=d States and Mr. Denéncourt against
rhe Stare of New York aggerted in Claim Ope of the Complaint in
this accion are hereby dismissed;

The seal of this action shall be further lifted to the
excent necessary for the United States and the Stars of New York
to compiy with their policies and procedures for notifying the
public of sesttlemexnts;

In all other respects, the seal in this actior shall remain
in effect until April 20, 1995, to allow the United States to
cortinue its invéscigatibn of the remaizing defenﬁants,"and
actampt to resolve claims where appropr.ate.

Respecrfully submittad,

TUART PIERSON, DC Bar #56820 FRANK W. HUNGER

via, Wright Tremaine Acgigtant Attormey General
1155 Connecticut Ave., N.W.
Suite 700
Washington, D.C. 20036 ERIC X. HOLDER, JR., DC Bar #303115

. ) United States Attorney
Counsel for Relator
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ed (LD

KAUFMAN, ES(M
Assxstam: Attorney General
New York State Department
of Law
State Capitol
Albany, W.Y. 12224
{518) 473-5099

Counsel for befendants New
York State, New York State

Department of Social Services,

Office of Human

Resource Development, Robert
Donahue, Carol Polnak, Will
Zwink, Carol DeCosmo, Robert
Hagstrom, State University of
New York (SUNY)} at Albany,
SUNY Brockport, the Starte
Univergity Colleges

at 8uffalo, SUNY Central
Adminigtration, and the City
University of Naw York.

W. MARK NEBEKER, DC Baxy #3926739
Agsistant Unived States Attorney
555 4th Street, N.W., Rm. 10-830
Washington, DC 20001

(202) 514-723C



Liar ksras iUC L¢ . AL FAA LUZ JUL JOLrO

General Counsel

Tne Research Poundation
of State University
of Naw York

2.0, Box 9

Albany, N.Y. 12201-0009

{518} 434-7045

Counsel for Deferndant The
Research Poundation of
State University of New York

€0 ORDERED:

DATE: @@ﬁ E;)ti’ ($T¢

JUpGE. PRLEDYMAN APPENDIX B
Page 4 of 23

Gl R e

/Sg'E?EEN ALTMAN
ffice of Legal Affairs SHELLEY R. SLADE

Attorneys, Civil Division
U.S. Department of Justice
Post Office Box 261

Ben Franklin Station
Washington, D.C. 20044
(202} 307-0264

Glotia, L.

ONITED STAT%%rDISTRICT JUDGE  \
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FILED
SETTLEMENT AGRERMENT AND RELEASE e 27 1854
Partieg TLEARY, UL, 8 DISTRIST &G

DISTRICT OF CoLumEr
This Settlement Agreement and Release ("Agreement”) is made

this jl’idday of '}lgﬂlw , 1994, among the United States of
America ("United States®), acting through the Department of
Justice and the Qffice of Inspector General and the Division of
Cost Allocation of the Department of Health & Human Services, and
the State of New York, acting through the State Attorney General,
the Department of Sociat Services, and the Gemeral Counsel of The
Ressarch Foundation of State University of New York, ard George
Dencncourt (collectively referred to herein as "the Parties"®),
The State of New York as used herein is inrended by the Parties
to encompass the following entities and perscns: the State of New
York, the New York State Department of Social Services (NYSDSS),
the Office of Human Resource Development (OHRD} of NYSDSS, the
State University of New York (SUNY) at Albsny, SUNY Brockport,
SUNY Centrral Administration, The Research Foundation of SUNY, thae
State University Colleges at Buffalo (SUC Buffalo}, the City
University of New York (CUNY), and NYSDSS employees Robert
Donahue, Robert Hagstrom, Carol Pelmak, Carol DeCosmo and Will
Zwink.
Recitnls

1. WHEREAS, -the Civil Division of the United States
Department of Justice (DQJ}, with the Office of U.S. Attorney for
the District of Columbia, and the Office of Audit Sexrvices and

Office of Inveatigations of the Office of Inspettor General cf

Fhe Poerarrment ~fF Taalth L T Goemed oo o e
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-2 -
igvestigating allegations that NYSDSS knowingly submitted false
claime in order to obtain federal funds made available under the
Social Security Act for the training of social sexvice workers,
and thereby violated the civil False Claims Act. 31 U.S.C. § 3722
et sed.;

2. WAEREAS, DOJ also has been investigating allegations
that SUNY and its componernts and agents, and CONY ac Queens, Law
Center, kmowingly submitted false claima, and caused the
submission of false claims, in order to cbtain federal funds made
availzble under the Social Security Act for the training of
social service workers, and thereby violated the civil Fzlse
Clzims Act, 31 U.S.C. § 3729 et seq.;

3. WPi."EREAS-, the United States hag alleged that NYSDSS
knowingly has wade false statements and submitted false claims
for fedeval funds as a result of the following conduct: (i)
failing to credit training fees collecred from private providers
and administrative fees charged private contractors against
training costs charged to the federal goverrmment, in knowing
vioiation of federal regulations, from 1983 through June 30,
1994; (ii) ueing third party in-kind contributioms for the stace
share of training expenditures, in knowing violation of federal
regulations and policies, from 1283 through Jume 30, 1934: (144)
knowingly using federal training funds to finance the salaries
and related costs of persomnel hired under training contracts who
worked on-gite at NYSDSS and performed non-traiming functieng,

through September 30, 19947 ({iv) uaing fedeyal rradodeo S
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-3 -

camp Liberty during the 1989-1930 state fiscal year, in knowing
violation of the law; (v} knowingly submitting claims for federal
funds based upon unallowable, unsubstantiated and/or inflat=ad (3)
private training contractor costs during the period 1983 through
June 30, 1994, through methods that included, but were not
limited to, the extension and/or modification of contracts,
unsubstantiated indirect cost rates, rental and user fees for
equipment owned by the contractor, ard "market value® charges Zor
consultants that exceeded actual costs; (b) SUC Buffalo salaried
personnel, equipment and comsultant training costs during the
period covering January 1, 1986 through December 31, 1333. ang
(c) CUNY training costs during the peried October 1, 1589 throuch
September 30, 1.592; and (vi} failing to allocate training costs
to benefitting gtate programs, inm knowing vioclarion of faderal
regulatlions;

4. WHEREAS, the United States has alleged that (i) SUNY
Albany, SOC Buffalo and the Research Poundation of SUNY knowingly
have caused the submission of false claims for federal funds as a
result of the knowing submigsion of claims under training
contracts with NYSDSS, and the Memorandum of Understanding
betﬁeen the Regearch Poundation of State University of New York
and NYSDSS ("™MQUS), for expenditures for persomnel working on-
site at NYSDSS who performed nmon-training functions, and (ii) SUC
Buffalo and the Research Foundation of SUNY knowingly have caused

the submission of false claims under the MOU for salariad

PR | P

neTOMMTY ~1 P e e I LT
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. a -
1, 1985 through December 31, 1993 period that did not benefit the
training contract:

5. WHEREAS, the United States has alleged that CONY
knowingly has caused the sulmission of false claims for fedexal
fuads by knowingly submitting claims for inflated, unallowable or

unsubavantiated training costs under Contract No. C-003732 during

. the October 1, 1989 through September 30, 1992 period:

6. WHEREAS, DOJ‘g investigation also has concerned (i)
NYSDSS’s failure to credit training fees collected from local
districts, and revemte from the sale of tralning material,
againgt training costs charged to the fedexrzl govermment; and
(ii) allegations that OHRD employees engaged in "bid-rigging¥ or
other impropsr conduer with raspect to the procurement of the
1990-1991 "MAPDER Contract® for computer training.

7. WHBREAS, on December 14, 1992, George Denoncourt £iled 2

Complaint under the gui tam provisions of the Falge Claims Act,

31 §.S.C. § 3730(b), capticned United Stated ex rel. Demoncourt

v. New York Stare Department of Social Services et a3l., Civil

Action No. 92-2808 (D.D.C.), that named, among others, the State
6f New York, NYSDSS, OHRD, SUNY albany, SUNY Brockport, SUNY
(Cantral 2dministration) and Research Foundation, SUC Buffalo,
CUNY, Robert Donahue, Robert Hagstrom, Carol Pecinak, Carol
DeCosmo =nd Will Zwink as defendancs, and alleged that thesse
entities and persons have submitted falsge claims, or caused the

submigsion of false claims, for federal funds available for the

e e s
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N
in violation of the Falge (laims Act, and whereas Mr. Denoncourt
amended that Complaint by a First Amended Complaint and a
Proposed Second Amended Complaint (hereinafter these three
complaints are collectively referred to as "the Complaint®);

8. WHEREAS, the State of New York does not admit the truth
or validity of any of the allegations set forth in Paragraphs 1
through 7 above, or of any of the allegartions in the Complainc,

First Amended Complaint or Second Amended Complaint in the action

captioned United States ex rel. Denoncourt v. New York State

Department of Soclal Serviceg, et a),., Civil Action No. 92-28508

(C.D.C.}, nor does the Stare of New York admit that any of the
alleged actions of the State of Rew York ;onsuitute violations of
the False Claims Act. Neither this agreement nor any provision
of this agreement may be cited or interpreted as én admigsion or
acknowledgement by the State of New York of the validity of any
of the allegations set forth in Paragraphs 1 through 7 abovs, or
any of the allegations in the above-referenced action.

9. WHEREAS, the United States, the State of New York and
George Dencncourt are degirous of a fimal negotiated settlement
and compromise of all claimg of the United States and George
Denoncourt againgt the State of New York under the False Claims
Act, 31 U.S.C. §§ 3729 et seqg,, under the commcon law of fraud,
deceit, umjust enrichment, contract or payment by mistake of
fact, or under any other statute creating causes of action for
civil damages or civil penalties, and all actions by HHS to

dizallow as Federal finmancial parvticipation claims by the Stacte
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- 6 -
of New York, for the alleged conduct degcribed in Paragraphs 3, 2z

and S5, with the exception of the allegatiom in clauce {vi) 3in

rParagraph 3, above, concerning NYSDSS’s failure to allocate

training costa to benefitting state programs in knowing violation
of federal reguiations;

10. WHEREAS, the United Statea, the State of New York and
George Denoncourt are desirous of a £inal negotiated sertlement
of any and all claims of the t}mted States aéainst the State of
Hew York under the False Claims Act or the common law of fraud
for (i) NYSDSS’s failure to creditr local district training feses
and revenue from the sale of training material agsinst
expenditures charged to the federal govermment; ({(ii) allegatiomns
that OHRD em?loyees engaged in "bid-rigging® or other impropvexr
conduct with respect to the procurement of the 1950—1991 "MAPDER
Contract! for computer training; and (iii) NYSDSS'sg alleged
failure to allocate training costs to benefitting state programs
in knowing violation of federal requlations.

11l. WHEREAS, the United Statres and George Denoncourt are
desircug of a final negotiated settlement and compromise of any
and all claims of George Denoncourt against the United States
unde_r 31 U.S.C. § 3730{(d) axising from Mr. Denoncourt’s claims
against the State of New York set forth in Claim One of the
Complaint described in Paxagraph 7, abave.

12. WHEREAS, the State of New York aﬁd George Denoncourt
are desirous of a final negotiated settlement and compromige of

any and all claims of Mr. Denoncourt asgerted on behalf of the
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-7 -

United Statss against the State of New York under 31 U.S.C. §
3730(b) in Claim One of the Complaint described in Paragraph 7,
ahove;

NOW THEREFORK, in reliance on the representations contained
herein and in consideration of the mutual promises, covenants and
obligarions in this Agreement, and for good and valuabie
congideration, receipt of which ig hereby acknowledged, the
Parties agree as followa:

Torms of Aqreament

13. In settlement and compromise of any and all claims of
the Gnited States and Mr. Dencncourt against the State of New
York described in Paxag:aphé‘s and 10, above, the State of New
York agrzes to pay $26.97 milljon to the United States as
Tollows:

On or before December 27, 1994, counsel for the State
of New York will deliver a check in the amount of $2€.37 million
made out to the order of the Treasurer of the United States, to
the following:

Michael Hertz, Director

Attn: Shelley Slade

Commercsial Litlgatienm Branch

Civil Divisicm

U.S. Department of Justice

10:h St. and Constitution Avae., N.W.,

Rm. 3720 .

Washington, D.C. 20530

14. Contingent upon the United States receiving the payment
from the State of New York set foxch-in Paragraph 132, and in
settlement and compromise of any and all claims of Mx. Dernchncourt

againatr —he Upited 3tates described in Paragraph 11, above. hwe
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United States agrees to pay $4.05 million to George Denoncourt,
ag follows:

As soon as feasible after receiving the payment
described in Paragraph 13, the United Stateg will make an
electronic trangfer for George Denoncouxt in the amount of $4.05
miilion to DAVIS WRIGHT TREMAINE, Attn: Alma Clark, Seattle
First Nationmal Bank, 4th & Madison, Seattle, WA. 95101, AB2 No.
125000024, Account No. 50033414, Client No. 3153%6.

15. In settlement and compromise of any and all c¢laims of
the United States desczibed in Paragrarhs 9 and 10, sbove, the
3tare of New York further agrees not to engade in certain
practices underlying the United States’ fraud claims, as follows:

a. Beginning in 1335, NYSDSS will no longer enter into
cortracts that provide, and NYSDSS will not otherwise reguest or
require, that private training contractors ccuntribute the state
match of training expenses through in-kind contributions. Any
and all amendments made "in and after 1995 to contracts with
private training conmtractors will eliminate the requirement of a
concractor in-kind contribution of the state match.

b. Beginning wich the July to September 1354 quarter, and
for all quarters thereafter, for training contracts with privace
enritieg, NYSDSS will claim federal reimbursement by multiplying
the applicable federal financial participating (FFP) racte for the
various programs by the actual payments made by NYSDSS to the
private training entities. Thus, for example, if NYSDSS pave a

Drivate conrractas &1nnn d- - . -
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under Title IV-A, which has a 50% FFP rate, the State of New York
will claim $500 from the federal govermment, or 50% of the actual
payment to the contractor.

c. NYSDSS need not comply with the requirements in
subparagraphs (a) and (b) above for a particular subritle of the
Social Security Act, if future amendments to that subtitle, or
furure judicial decisions, HHS Departmental Appeals Hoard (DAB)
decisions, EHS policy interpretation questions (PIQs), HHS acticn
trapsmittals, or other written HHS policy Statements addressed to
states, expressly permit states to use in-kind contributions from
private training contractors for the state match of training
expenses, without tThe need for advance approval. In addition,
NYSDSS need not comply with subparagraphs (a) ana (b) above for a
particular subtitle of the Social Securicy Act. if EHS provides
advance appcoval for the State to use in-kind contxibucions from
private training conrractors for claims made wnder that subtitlie.
Such approval must expressly reference the State’s intent to use
jn-kind contributions from private training contractors for the
gstate match, the regulatory provision authorizing HHS's approval
‘of the practice, and the subtitle of the Social Security Act
under which the practice will he “a_ll.owed.

d. Beginning with the July to September 1954 quarter, and
for all quarters thereafter, NYSDSS agreea to deduct apy and all
fegs paid by privare entities for training from the training
costs for which the State claims federal fipancial participation

in accordance with 45 C.F.R_. § 74 42(c). uynleas the Stoo-
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receives advance, written approval from the applicable HES
program operating divigions to use the income from private
provider training fees in the manmer deseribed in 45 C.F.R. §
74.22{d) or (e). Such written approval must specifically
reference NYSDSS’s income from fees paid by pﬁvate entivies for
training, and must specifically identify the use{g) that NYSDSS
may make of such income, and the gubsection{g) of 45 C.F.R. §
74_42 authorizing EHS to approve such usel(s).

e. Beginnming with the July to September 1334 quarter. and
for all quatters thereafter, in accordance with 45 C.F.R_ §
74 .42 (c) , NYSDSS agrees to deduct any and all) administrative fees
collected from private training contractors f£zom the
administrative costs of the NYSDSS entity resbonsible for
administering training contracts, before allocating and charging
auch costs to federal and state funding sources, unlegs the State
'receives advance, written approval from the applicable HHS
program opexating divisions to use the inceme from private
craining contractor administrative fees in the manner described
ip 45 C.F.R. § 74.42{d) or [e}. Such written approval must
‘specifically reference NYSDSS’S incame from private training
contractor administracive fees, and must gpecifically identify
the use(s) that NYSDSS may make of such income, and the
gubsection(g) of 45 C.F.R. § 74.42 authorizing HES's approval of
such useig). ”

£ NYSDSS need not comply with subparzgraphs {d) and (=)

above if future amendments to the Sacial Security Act, or future
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qudicial decigiong, EHS Departmental Appeals Board (DARB)
derisions, HHS policy interpretation questions (PIQs), HHS acticz:
cransmitrals, or other written HES policy startements addressed to
srates, allow the State to uge program income for gomething other
than the deduction alternpative currently described in 45 C.F.R. §
74.42(c), without the need for permission under the grant. 1In
suck case, NYSDSS must treat administrative fees paid py private
contractors, and fees paid by private emtities for training, as
program income according to the new requirements governing same.

g. Beginning with cthe October to Decembér 1994 guarter, and
for all guarters chereafter, NYSDSS will c¢laim FFP at the rates
applicaple to training activities only where such costs ra=flect
only the development of curricula, ipstzuctien and other
activities eligibl.e for yeimbursement at the FFP rates applicable
to traiping pursuant to any provigions or statements Thereon
found in the Social Security Act, HES's regulations, judicial
decigions, EHS DAB decisions, HHS PIQs, HHS action transmittals,
" and other SHS written policy statements addressed to states.

h. To the extent that this Paragraph imposes obligations on
the State of New York that exceed the State of New York’s
obligations under the lat;', the State of New Yark will not be
obliged to comply with this Paragrapb after December 31, 2001.

i, Nothing in this Paragraph is intended to, or shall be
interpreted by the Parties, to authorize the State of New York to
viclare the Social Security Act, HHS's regulations, judicial

decisiona, HHS DAB decisions, HES PIQs, HES action trangmittzls
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other HES written policy stateﬁants addressed to states, or other
federal law.

j. The State of New York agrées to pay the United Stat=s
treble damages in the event it kmowingly resumes a practice in
violation of the agreements ser forth in this Paragraph. Damages
shall pe computed by assegsing the fiscal impact on the federal
government of the State of New York’s knowing continuation of the
practice or practices in question. The words *knowingly* and
"knowing® used in this Paragraph shall be defined in accordanze
with 31 U.S.C. § 3729(b). The parties do nor.intend this
Parzgraph to cover isolated ingtances in which rhe State of New
York inadvertently, and without deliberate igmerance or rackless
disregard of the effect of its actions, viclates one of the
agreements set forth in this Paragraph. “

16. It is agreed chét all coste {as defined in cﬁé Padearal
Acquisition Regularioms (FAR) 31.205-47} incurxed by ox on behalf
of the State of New York and its officers, directoxs, agents and
employses in comnection with (i) the marters covered by this
Settlement Agreement, (ii) the federal government‘s audit and
investigation of the matters covered by this Settlement
Agreement, (iii) the State of New York’s investigation, defense
of the matter, and any corrective actiong, (iv)} the negotiation
of this Settlement Agreement, and {v) the payments made to the
United States, to Davis Wright Tremzine, and to Mr. Denonccurt
pursuant to this Settlement RAgreement shall be unallowable costs

for federal government reimbursement purposes, and shall not he
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included in claims submitted to the fedewal government.. These
amounts shall be separately accounted for by the State of New
York by identification of costs incurred: 1) through accounting
Tecords to the extent that is posgible; 2) through memorandum
recoxds including diaries and informal logs, regardleszs of
whether such records are part of official documentation, where
accounting records are not available; and 3) through itemized
estimates where no other accounting basis is available. If any
such amounts bave been included in claims submitted to HuS,
NYSDSS, on its quarterly expenditure report for the October to
December 19%4 period, will make corregponding downward
agjustments ac that HES is reimbursed in full for such amounts.

At the time that it makes these adjustments, the State af
New York agrees to submit to BHS’s Division of Cost Allocation a
written report with the follewing information:
a. the identification of all NYSDSS functions or
activities that have incurred costs of the type
described in this Paragraph: |
b. the identification of all NYSDSS funcrions or
activities identified in respenge to (a) that have
claimed, or will make claims under federal programs,
for costs of the type described in this Paragraph:
c. for those functions or activities identified in
rzesponse to (a) that the State of New York notes will

not make claim=s under federal Programs for costs of the

i}
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type described in this Pavagraph, the bases for the
State’s conclusions;

d. for those functiong or activities ;Fientifi.ed in
response to (b), the metheds and/or procedures used by
the State of New York to determine the required
adjustments for each unir, imcluding the time period of
the adjustment covered for each unit; and

e, didentification of the procedureg in place to ensure
that any future costs of the type described in this
Paragraph will not be claimed from the federal
government.

17. Contingent upon the United States receiving the payment
set forth in Paragraph 13, above, the United States and George
Denoncourt hereby release the State of New York from the claims
Gescribed in Paragraphs 9 and 10, above. Contingent upon the
Upited States receiving the payment set forth in Paragraph 13,
ahove, Mr. Denoncourt hereby releases the State of New York from
all claims that he asserts on behalf of the‘UzJit:ed Stateg in
Claim One of the Complaint described in Paragraph 7. The United
States expressly reserves and doea not waive amy and all claims
at common law other than the common law of frand, and any and all
claims under statutes other than the False Claims Act, for (i)
NYSDSS‘'s failure to credit local district training fees and
revenue fram the sale of training material against expenditures
charged ro the federal government; (ii) allegations that OHED

R B

employees engaged in "bid-rigmines ~- -
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regpect to the procurement of the 1520-1391 "MAPPER Contract® for
computer traiming; and (iil) NYSPSS’'s alleged failure to allocate
tzzining costs to benefitting state programs, in knowing
vielation of federal regulations. Further, unlegs sxpressly

relessed in the first sentence of this Paragraph, the United

States expressly reserveg and does not waive all other claims

undar the False Claime Act. or under other gtatutes.or the common
law, if any, for statements and claims made Dy the State of New
York and its contractors. Mr. Denoncourt expreasly regerves aund
does not waive the claims in Claims Two and Three of the Second
Amended Complaint.

18, Contingent upon Mr. Denoncourt receiving the $4.05
million payment set forth in Paragraph 14, above, Mr. Denoncourt
hereby releases the United States from any claims he has or may
have under 31 U.S.C. § 3730(d) arising from Mr. Demoncourt’s
claims against the State of New Yark set forth in Claim Ope of
the Complaint described in Paragraph 7. above.

19. The United States and Mr. Denoncourt agree that the

releases granted by Mr. Denoncourt berein do net bar Mr.

‘Benoncourt from asserting claims for a share of any Tecovexies by

the United States from defendants in tﬁe gui tam action besides
the State of New ¥prk. Purther, Mr. Denoncourt hereby reserves
the right to take the position in the furture that he is entitled
to more than 15% of any recoveries by the United States from
persons other rhan the State of New York. The Unitad States

- -

hereby reserves the right to take the poairdnns -
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Mr. Denoncourt is entitled to less than 15% of any such
recoveries.,

20. On the same day that this'Settlement Agreement is
executed by the State of New York, the State of New York,
including The Ressarch Poundation of the State University of New
York, agrees to bave its counsel sign the Stipulartion at
Attachment A, which would dismisz the ﬁnited States! claims
againgt the various entities and persons defiped herein as "the
State of New York® that are asserted in Claim One of the action
described in Paragraph 7, above. On or bafore December 27, 19294,
and contingent upon the State of New York making the payment
called for by Paragraph 13, the United Scates and Mr. Dernoncourt
agree to have their coungel sign the Stipulation. Contingent
upen the performance of the other agreements in this Paracraph,
the United States agrees to file the Stipuilatrion with the Court
on or before December 30, 1994.

21. The getrling parties are the sole intended
beneficiaries of this agreement, and all rights not expressly
released are regerved.

ONITED STATES OF AMERICA

. — ,,

Pated: pﬂﬁr_«ﬂé:‘/\— ;20; 17?‘“‘{ By: /,?AU{LZJ‘&/ .I}K‘ /ﬁ(;(_fé__.-
< SHELLEY F, SLADE, RSQ.

Atcorney, Civil Division

Department of Justice

P.0O. Box 261

Ben Pranklin Scation




Dated:

Dated:

Dated:

oo fa1

/ 27/ 24 9¢
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W. MARK NEBZKER, ESQ.
Aggistant U.S. Attorney
Office of U.S. Atcorney for
the DPistrict of Columbia
Judiciary Certer Building
585 4th st., N.W.
Washington, D.C.-
(202) 514-8342 7330

By: f/(_/dh ﬁ"g"b/‘“/

EILEEN BOYD, ESQ.

Assistant Inspector General
for Civil Fraud and
Administrative Adjudication

Department of Health & Human
Sexrvices

330 Independence Ave., N.W.

Washingten, D.C. 20201

(202} 612-Q070

o Wﬁ@/

VINCENT J. B
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Administrative Support

Center
Department of Health & Human
Services, Region II
26 Pederal Plaza, Rm. 41-118
New York, N.Y.
(212) 264-4300
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STUART PIBRSON, ESQ.

Davig Wright Tremaine )

11585 Connecticut ZAve., N.W,
Suite 700

Waghington, D.C. 20036

(202) 508-6823

THE STATE OF NEW YORK

ALAN KAUFMAN,; ESQY
Asglstant Attorney General
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(518) 473-5099
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This report contains the results of our
review to assist the Department of Justice
(DOJ) in its investigation of training
contract costs claimed by the New York
State Department of Social Services
(NYSDSS) in the period April 1, 1983
through June 30, 1994. The objective of
the joint review was to determine if there
was any validity to allegations that were made by a former NYSDSS employee in an action
filed on December 14, 1992 under the gui tam provisions of the False Claims Act. In the
qui_tam suit, the former employee alleged that NYSDSS submitted false claims to the
Federal Government for programs established by the Social Security Act and other Federal
statutes. Two of the allegations included in the suit related to issues which had previously
been reviewed and reported on in two prior audit reports issued by the Office of Inspector
General (OIG).

As part of the review, OIG concluded that NYSDSS and several components of the State
University of New York overbilled the Federal programs for the training of social service
workers. Specifically, the review disclosed that NYSDSS: :

o Used third party in-kind contributions from private contractors, from
April 1, 1983 to June 30, 1994, to meet the State’s share of training expenditures.

o Failed to credit administrative fees, collected from private training contractors in
the period April 1, 1983 through June 30, 1994, against tiaining costs charged to
the Federal Government.

o Included unallowable costs relating to the operation of a children’s summer camp
in the training contract costs it submitted to the Federal Government during 1989

and 1990.

o Failed to offset the training costs charged to the Federal Government for training
fees paid by private agencies for the period September 1, 1989 through June 30,

1994.
The review also disclosed that:

o The State University College at Buffalo, the Research Foundation of State
University of New York, and the City University of New York submitted inflated
claims, in the period January 1, 1986 through December 31, 1993, under training
contracts awarded by NYSDSS. And, NYSDSS passed on the inflated claims for
reimbursement to the Federal Government



o The NYSDSS and several components of the State University, for the period
January 1, 1984 through June 30, 1993, used Federal training funds to finance the
salaries and related costs of personnel hired under training contracts who
performed nontraining functions.

On December 20, 1994, the State of

New York signed a settlement agreement
with DOJ, the OIG, and the Division of
Cost Allocation. In return for a cash
payment of $26,970,000, the Federal
agencies settled the above cited issues. In
addition to the cash payment, the State
further agreed fo: review its expenditure report for the quarter July 1, 1994 through
September 30, 1994 and exclude similar costs which may have been inciuded; amend its
current procedures to ensure that any future costs of the type described will not be claimed;
and not claim any legal o1 administrative costs incurred by New York State in its own
investigation of the allegations contained in this suit or in the settlement of these matters.

Since the improper training contract practices found in the joint review of NYSDSS may
also exist in varying degrees in other States, we recommend that the Assistant Secretary for
Management and Budget (ASMB) alert the Department of Agriculture and Social Security
Administration to the conditions found in this review. We are alerting the Health Cate
Financing Administration (HCFA) and the Administration for Children and Families (ACF)
to these conditions, Further, we recommend that ASMB coordinate the efforts of the
involved entities to ensure the States’ compliance with regulations that cover the allocation
and claiming of taining contracts. Lastly, we recommend that ASMB also coordinate
efforts by the involved entities to review future training expenditures claimed by NYSDSS,
on a periodic basis, to ensure that it continues to adhere to the terms of its settlement

agreement with DOJ.

In responding to our draft audit report {Appendix D), ASMB concurred with our findings
and recommendations and agreed with our concemns that comparable conditions may also
exist in varying degrees in other States. Accordingly, ASMB agreed to take quick action to
ensure comnpliance with the our three recommendations.

The HCFA and ACF also responded to our draft report (Appendixes E and F) and indicated
general concurrence with our findings and recommendations.

i



Background

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

The NYSDSS conducts these activities through its Office of Human Resouice Development
(OHRD). This office oversees and coordinates the necessary functions to satisfy the
NYSDSS’ training goals. The OHRD 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
adrninisters training contracts; manages the Materials Resource Center and NYSDSS
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. :

Virtually all of the training contract costs
incurred by NYSDSS were charged to
Federal programs. During the period covered by the joint review, these Federal programs
and their Federal financial participation (FFP) percentages for training, as contained in the
applicable titles of the Social Security Act, were as follows:

1V-A - AFDC Income Maintenance (FFP 50%)

IV-D - Child Support Enforcement (FFP 64 85% to 70%)
IV-E - Foster Care and Adoption (FFP 75%)})

XVI - SSI Disability Determination (FFP 100%})

XIX - Medical Assistance (FFP 50%, 75%, 90%)

XX - Social Services (Block Grant) (FFP 100%)

e QO Qo

Training contract costs were also charged to the Food Stamp program, administered by the
Department of Agriculture (USDA) (FFP 50%, 75%}

Training contract costs that are incurred at the State level are claimed through NYSDSS’
Central Office Cost Allocation Plan. At the local level, costs that are incurred 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. Currently, NYSDSS issues approximately 180 contracts each year with a value
of about $44 million. The NYSDSS also incurs approximately $3.4 million annually for
administrative costs.

In December 1992, a former employee of NYSDSS filed a Complaint under the qui tam
provisions of the False Claims Act. The Complaint named, among others, the State of
New York, NYSDSS, OHRD, State University of New York (SUNY) Albany, SUNY
Brockport, SUNY (Central Administration), Research Foundation of State University of
New York (RFSUNY), State University College at Buffalo (SUC Buffalo), City University
of New York (CUNY), and five NYSDSS OHRD employees as defendants. The Complaint
alleged that the named entities and persons had submitted false claims, or caused the
submission of false claims, for Federal funds available for training of social service workers
under the Social Security Act in violation of the False Claims Act. Specifically, the former
employee alleged in the Complaint that:

o The training contractors would, at the encouragement of State officials, inflate their
budgets and vouchers submitted for reimbursement, and the State would pass on the
inflated amounts in claims fo the Federal Government.

o The training contractors paid NYSDSS an administrative fee of 5 percent to cover
administrative costs. This fee represented 5 percent of the total value. of the
contract. This fee was improperly passed on to the Federal Government by
inflating the vouchers submitted by the training contractors.

o The NYSDSS would receive income such as fees collected from trainees, the sale
of training materials, and donations and sale of copyrights. This revenue was not
properly credited to the Federal Government as required.

o To facilitate the training cost inflation scheme and the related scheme concerning
the administrative fee, State officials conspired with contractors who would
participate in the inflation of budgets and vouchers to assure that only cooperating
contractors would receive contracts.

o Contractors would receive contract extensions and budget modifications to permit
expenditure of all budgeted funds even after the training services had been

delivered

0 Lastfy, by operating the schemes described above, NYSDSS submitted false and
fictitious claims to the Federal Government.




Prior to the initiation of the Department of
Justice (DOJ) investigation, the Office of
Inspector General (OIG) issued two final
audit reports on issues relating to training
costs claimed by NYSDSS in the period
April 1, 1987 through March 31, 1991.
Our earlier reviews were performed at the
request of the Department of Health and
Human Services (HHS), Division of Cost Allocation (DCA). In our two prior audits, we
partially examined two issues which related to the allegations included in the gui tam suit.
Specifically, we reviewed NYSDSS use of third party contributions to satisfy the State’s
share of training costs and the 5 percent fee NYSDSS charged to training contractors.

In our two earlier audit reports (CIN: A-02-91-02002 dated July 1, 1992 and

CIN: A-02-92-02007 dated November 9, 1993), we recommended financial adjustments
totaling $6.0 million ($3.9 million Federal share) relating to third party in-kind
contributions and the 5 percent fee. The findings included in our earlier reports which
related to these two issues were resolved in the settlement of the gui tam suit, and our prior
recommended Federal share adjustments of $3.9 million were included in the refund of
$26,970,000.

Scope of Review

In our current review we expanded our previous review of third party in-kind contributions
and the 5 percent administrative fee to cover such costs that were claimed during the period
April 1, 1983 through June 30, 1994. Further, we reviewed additional issues refated to
training fees by private agencies and allegations related to inflated claims submitted by
several components of SUNY and other contractors.

The primary objective of our review was to lend assistance to DOJ in its review of the
validity of the allegations included in the qui tam suit filed by the former NYSDSS
employee in December 1992 In order to accomplish our objective, we:

- Participated in meetings held with the former employee and his attorney to discuss
the allegations included in the suit and the documents which were submitted by the
former employee in support of his allegations.

- Met with representatives from the New York State (NYS) Office of Inspector
General and discussed and reviewed working papets relating to an earlier review
performed by that office of certain aspects of OHRD’s training contract practices.

- Met with NYSDSS’ internal
auditors to discuss their prior
internal audit reviews of OHRD and
a number of training contractors.

 The:OIG lent assi

Th , stance to the DOJ -
- investigation, L oy




We also obtained copies of portions of their audit working paper files for follow on
work by our staff.

Held discussions with representatives from RFSUNY regarding allegations raised by
a former employee of SUC Buffalo. We examined working papers related to an
internal review which was made of the allegations and copied portions of the
working papers for follow on work.

Audited the total amount of training contract costs that were claimed by NYSDSS
during the period 1983 through 1993. This included apalyzing both the charging
instructions for all training contracts and NYSDSS’ methodology for allocating
contract and administrative costs to benefiting programs.

Audited the Training Management and Evaluation Fund, the Local District Training
Fee (LDTF) special revenue account, and analyzed NYSDSS’ procedure for using
third party contributions as its share of training costs.

' . Examined the propriety of OHRD’s administrative costs and training expenditures

claimed under contracts NYSDSS awarded to eight private and four public
contractors, We provided narrative summaries of findings and related
recommendations to DOJ.

- Participated with OIG’s Office of Investigations (O1), Office of Civil Fiaud and
Administrative Adjudication (OCFAA), and DOJ in interviews with and depositions
of training contractor personnel and current and former NYSDSS employees. We
assisted OI, OCFAA, and DOJ in seeking evidence from contractors and State
officials.

. Determined whether the Federal Government received proper credit for refunds and
reimbursements from confractors.

- Held discussions with cognizant NYS and Federal officials regarding training
policies, procedures, and regulations.

Calculated the single damages for seven issues raised in the civil fraud investigation
which covered the period April 1, 1983 through June 30, 1994. The seven issues
included:

{. Unallowable costs resulting from private in-kind contributions or donations of
the State match from 1983 through June 30, 1994

2 Unallowable costs resulting from the 5 percent administrative fees collected
from private contractors for the period 1983 through June 30, 1994.




3. Unallowable costs resulting from the failure to credit training fees revenue
received from provider agencies to the Federal Government from September 1,
1989 through June 30, 1994.

4. Unallowable costs resulting from the hiring of on-site contract staff for the
period January 1, 1984 through June 30, 1993, expressed both as an absolute
dollar figure and as a percentage of all federally reimbursed contract
expenditures associated with on-site contract staff.

S. Unallowable costs related to RFSUNY’s internal review of SUC Buffalo.

6. Unallowable costs resulting from the improper claiming of a special summer
program entitled, “Project Liberty."

7. Unallowable costs resulting from the improper claiming of direct and indirect
costs for a training contract awarded to CUNY.

- Calculated the audit and investigative costs of the joint review incurred by HHS and
DOJ. We also calculated an estimate of the interest income earned by NYSDSS
through its short term investment pool on costs which were overbilled to the Federal
Government

Our review was conducted in accordance with generally accepted governmental auditing
standards, except for certain financial projections calculated at the request of DOJ that
would not fully satisfy these standards. A review of NYSDSS’ internal control structure
was performed as part of our two earlier audit reviews, and our related comments on
internal controls are contained in our earlier issued audit reports. We did not expand on
our earlier examination of NYSDSS internal control structure since the primary objective of
this review was to determine the validity of the allegations included in the qui tam suit.

Our audit field work was performed primarily at NYSDSS and RFSUNY in Albany,

New York during the period January 1991 to November 1994.




Based on a audit review and investigation
of the allegations contained in the former
NYSDSS employee’s qui tam suit, we
concluded that NYSDSS submitted false
claims in order to obtain Federal funds
made available under the Social Security
Act for the training of social service
workers. The review team found seven areas which implicated the civil False Claim Act.
The seven areas are discussed below.

Third Party In-Kind Contributions

The training contacts awarded by NYSDSS in the petiod April 1, 1983 to June 30, 1994
included provisions which required training contractors to cost share on the average 12 to
33 percent of the costs of the training provided. To illustrate, if a contractor was awarded a
$100,000 contract to provide training to social service employees, and the terms of the
contract required the contractor to cost share 25 percent, then NYSDSS would only be
required to reimburse the contractor $75,000. The NYSDSS referred to the required cost
sharing provisions included in its contract awards as "third party in-kind contributions.” In
the above example, the contractor would bill NYSDSS for $100,000 of its incurred costs.
And, although NYSDSS would only reimburse the contractor $75,000, NYSDSS would
include $100,000 of contractor costs in its claim submitted to the Federal Government. The
NYSDSS explained this practice by claiming that its contractors were voluntarily
contributing to the State’s share of training social service employees. In the above
example, the contractor was expected to absorb the remaining $25,000 of costs incurred.
However, as will be discussed below, this did not occur.

In two prior OIG audits of NYSDSS
training activities (CIN: A-02-91-02002
and CIN: A-02-92-02007), we found that
NYSDSS was using the training
contractors’ in-kind contmnbutions to meet
the State’s share of training costs claimed
under titles IV-A, IV-D, IV-E, and XIX.
This practice was not in compliance with Federal regulations and program directives with
regard to the cost sharing provided by private contractors (ie., contractors which were not
an agency of the State such as SUNY). Consequently, in our two earlier reports, which
covered the period April 1, 1987 through March 31, 1991, we recommended adjustments
totaling approximately $4.6 million (Federal share $3.0 million). The amount
recommended for adjustment represented all the cost sharing expenses provided by private
contractors which NYSDSS had claimed to meet its share of training costs in the period we
had audited. In our earlier reviews, we did not recommend adjustments to the cost sharing




provided by public contractors because they were not third parties. They were State entities
which were generally able to document the cost sharing by claiming indirect costs
computed at rates which were less than those negotiated with DCA.

As part of our joint teview with DOJ, we examined the propriety of training expenditures
which were claimed under contracts that NYSDSS awarded to eight private and four public
(State and City University campuses) contractors.

We determined that NYSDSS allowed
contractors to inflate their claimed training
expenditures in order to recover. the cost
sharing expenses which were allegedly
incurred. Training contractors advised us
that NYSDSS employees told them there
were various "methods" they could use to
recover their true costs and thus contract with NYSDSS without “losing money." We found
that private contractors inflated their costs to cover required cost sharing in a variety of
ways Several examples of the various inflation methods employed by contractors-follow:

o Allocating more than 100 percent of actual personnel and fringe benefit costs to
training contracts.

o Claiming duplicate costs. Contractors would claim the same training costs on two
contracts with overlapping performance periods.

o Claiming rental and user rates for equipment owned.

o Claiming undocumented costs. For example, contractors claimed “in-house”
publication costs for which no documentation existed.

o Claiming an inflated value for consultants who were paid less. Also, contractors
claimed indirect and fringe benefit costs at inflated rates or at rates which could not
be documented.

Based upon additional work performed, we
concluded that private fraining contractors
did not actually incur any of the cost
sharing expenses which NYSDSS claimed
in the period April 1, 1983 through

June 30, 1994. As a result, NYSDSS was
asked to refund $9,873,944 (Federal share
$6,557,082) it had claimed under the titles
V-4, IV-D, IV-E, and XIX programs
during that period. For a breakdown of this amount by Federal program, se¢ Appendix A
The NYSDSS discontinued using third party contributions provided by private contractors
to meet its share of training costs effective July 1, 1994




The NYSDSS settled this issue on December 20, 1994 (see Appendix B - Copy of
Settlement Agreement) and paid double damages of $13,114,164 to the Federal
Government.

Administrative Fee

In addition to the amounts paid by NYSDSS to the contractors, the training contracts
awarded by NYSDSS in the period April 1, 1993 to June 30, 1994 also included a
provision which required training contractors to pay NYSDSS a fee to cover the State’s
share of administrative costs. The fee was assessed at 5 percent of the total contract
amount, To illustrate, if a contractor provided ftraining to social service employees at a cost
of $100,000, the terms of the contract awarded by NYSDSS required the contractor to pay
NYSDSS a fee of $5,000 ($100,000 x 5 percent).

In our two previous audits

(CIN: A-02-91-02002 and

CIN: A-02-92-02007), which covered the
period April 1, 1987 through March 31,
1991, we determined that NYSDSS did not
treat the 5 percent fee charged to private
contractors as an applicable credit in
accordance with Office of Management and
Budget (OMB) Circular No. A-87. Consequently, we recommended adjustments totaling
$1.4 million (Federal share $881,658). Further, we recommended that in the future
NYSDSS apply the 5 percent fee as an applicable credit to the total OHRD administrative
costs prior to claiming for Federal share.

As part of our joint review with DOJ, we examined training expenses claimed on selected
contracts. We determined that NYSDSS encouraged contractors to inflate their claimed
training expenditures in order to recover the 5 percent administrative fee which they were
assessed. Training contractors advised us that NYSDSS employees told them to use the
same methods as described for "Third Party In-Kind Contributions” to recover the fee.

Based upon additional work performed, we
concluded that private contractors inflated
their training expenditures to cover their 5
percent fees in the period April 1, 1983
through




June 30, 1994. As a result, NYSDSS improperly claimed $3,678,454 and received Federal
funds of $2,249,474 in that period. For a breakdown of this amount by Federal program,
see Appendix A. The NYSDSS corrected the application of the 5 percent fee received from
private contractors effective July 1, 1994

The NYSDSS settled this issue (See Appendix B - Copy of Settlement Agreement) and
paid $4,064,336 to the Federal Government. This amount was based on a multiplier of
1.81 percent of single damages that was voluntarily agreed to as part of the settlement.

Project Liberty

The NYSDSS awarded contract No, C-002763 to Hudson Valley Community College

(a component of SUNY) in March 1988. Under the terms of this contract, SUNY was to
provide general management and systems training intended to enhance the job skills of
NYSDSS employees. The period of performance of the originally issued contract
agreement was from April 1, 1988 to May 31, 1989, and the costs for providing the training
were initially estimated to be $449,258. Before the original contract term expired in

May 1989, NYSDSS extended the period of performance to March 31, 1990, increased the
estimated cost by $335,270, and amended this contract to include the operation of a
program titled, "Project Liberty." By amending this existing contract, NYSDSS was able to
bypass the formal request for proposal and bid process and award the project to this
contractor.

The NYSDSS charged all the expenditures
relating to "Project Liberty” to the Federal
Government as training expenses in Fiscal
Year 1990. Based on our review, we
determined that "Project Liberty” was
begun as a sumumner residential program for
disadvantaged youth and later was
expanded as an academic program throughout the schoo! year. We concluded that the
expenses relating to "Project Liberty” were not related to the training of social service
employees and NYSDSS improperly claimed $251,243 and improperly reccived $136,465
in Federal funds for the "Project Liberty" program

The NYSDSS did not dispute our conclusion and settled this issue by paying double
damages of $272,930 to the Federal Government (see Appendix B - Copy of Settlement
Agreement). For a breakdown of this amount by Federal program, see Appendix A




State University College at Buffalo

Our review disclosed that training contracts awarded to RFESUNY by NYSDSS were being
audited by RESUNY’s internal audit group. Specifically, RFSUNY’s intemat auditors were
examining six NYSDSS contracts awarded to SUC Buffalo during the period October 1985
through December 1993. The objective of the internal audit review was to address writien
complaints from a former SUC Buffalo employee concerning improper practices on training
contracts awarded by NYSDSS. The results of RFSUNY’s internal review were provided
to us.

We tested the reliability of the internal
auditors’ working papers and determined
that we could rely on the audit work they
performed. The internal auditors found a
number of problems with costs that SUC
Buffato had charged directly to the
NYSDSS training contracts. To illustrate,
the internal auditors identified 15 SUC Buffalo janitorial and custodial employees who were
improperly classified as clerical staff. The salary and related costs of the 15 employees
were charged as training expenses on the contracts. The internal auditors also found 36
other SUC Buffalo employees who were not performing training functions Yet, their
salaries and related expenses were also claimed on the training contracts.

Also, RESUNY internal auditors found that
seven equipment items charged to the
NYSDSS training contracts could not be
located, and 35 other items acquired with
training contract funds were not used for
training purposes. The internal auditors
also noted that 17 of the 35 items were
physically located at sites other than on the SUC Buffalo campus.

We calculated that RESUNY etroneously claimed $742,390 for salaries and related fringe
benefit and indirect costs and $63,867 for equipment costs under the NYSDSS training
contracts performed by the SUC Buffalo campus. Additionally, we concluded that
RESUNY had improperly received $529,327 in Federal funds as a result of its erroneous
claims For a breakdown of this amount by Federal program, see Appendix A.

The NYSDSS settled this issue (see Appendix B - Copy of Settlement Agreement) and paid -
double damages of $1,058,654 to the Federal Government.
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Private Provider Training Fees

The NYSDSS charged provider agencies a fee for their staff to attend training sessions.
The revenue received from the training fees was deposited into the LDTF special revenue
account, and was not reported to the Federal Government. Instead, NYSDSS used the fees
to pay for its share of the training contract costs that were claimed under Social Security
titles IV-A, IV-D, IV-E, IV-F, XVI, XIX, and XX as well as title 7, U.S. Code, during the
period September 1, 1989 through June 30, 1994.

The NYSDSS advised us that it considered the fees collected from provider agencies to be
program income as defined in OMB Circular No, A-102, Attachment E. Further, NYSDSS
advised that section E.5 of Circular No. A-102 permitted it to use the program income o
finance the State’s share of the training contract costs meurred.

Our review of section E 5 indicated that NYSDSS was allowed to use the revenue received
from training fees to finance the State’s shate of training contract costs only if it had
obtained the prior approval of the Federal sponsoring agencies, which it had not.
Moreover, the regulations contained in 45 CFR 74.42 provide that the fees must be used to
offset costs unless the Federal granting agency had approved the use of the fees either to
meet cost-sharing requirements of the program or for costs which were in addition to the
allowable costs of the program.

We discussed this issue with
representatives of the Administration for
Children and Families (ACF). The ACF
advised us that it had not approved or
permitted NYSDSS to use provider agency
fees to finance the monfederal share of the
allowable costs of the programs. It was
ACE’s position that the provider agency
training fees collected by NYSDSS should therefore be used as an offset to the total
allowable costs to determine the net allowable costs on which the State may then make its
claim in accordance with the appropriate Federal share rate.

In addition to determining that NYSDSS had not complied with applicable regulatory
criteria, the investigation revealed that NYSDSS deliberately failed to notify Federal
sponsoring agencies of the revenue collected from provider agencies. It was evident that
NYSDSS disregarded progiam income regulations Accordingly, NYSDSS erroneously
claimed $1,120,154 and improperly received Federal funds of $500,569 for the period
September 1, 1989 through June 30, 1994. For a breakdown of this amount by Federal
program, see Appendix A. The NYSDSS corrected its method of accounting for provider
agency training fees effective July 1, 1994.
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The NYSDSS settled this issue (see Appendix B - Copy of Settlement Agreement) and paid
$904.425 to the Federal Government. This amount was based on a factor of 1.81 of single
damagges.

The Research Foundation of the City University of New York (RFCUNY)

The NYSDSS awarded contract No. C-003732 to RFCUNY to provide training to State and
social services district staff on legal issues, including fair hearing related matters. The
contract agreement contained an approved budget of $1,410,930 for the period October 1,
1989 through March 31, 1993,

We reviewed the $941,071 of expenses
RFCUNY claimed under this contract in
the period October 1, 1989 through
November 30, 1991. The claimed indirect
costs on this contract were based on the
on-campus indirect cost rate of 71.4
percent, which RFCUNY negotiated with
DCA for agreements performed at its Queens College campus. However, because more
than 50 percent of the direct costs charged to the contract were incurred off-campus, the
claimed indirect costs should have been based on the off-campus indirect cost rate of 42.5
percent, which RFCUNY negotiated with DCA. As a result, RECUNY overclaimed
$148,756 of indirect costs. Our review also disclosed that $38,834 of trainee travel
expenses and related indirect costs of $16,505 were unnecessary contract expenditures.

Overall, $204,095 of training expenditures were improperly claimed under contract

No. C-003732 for the period we reviewed. Of that amount, $136,744 was reimbursed by
the Federal Government. For a breakdown of this amount by Federal program, see
Appendix A.

The NYSDSS settled this issue on December 20, 1994 (see Appendix B - Copy of
Settlement Agreement) and paid $247,068 to the Federal Government. This amount was
based on a factor of 1.81 of single damages

On-Site Training Contract Staff

We found that certain employees, who
wete hired to work under training confracts
awarded to RFSUNY, were working in
NYSDSS offices throughout the State. The
NYSDSS referred to these RESUNY
training contract employees as "on-site"
NYSDSS contract staff. We asked
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RFSUNY to provide us with a listing of all contract employees who worked on-site at
NYSDSS offices during the past 10 years. The RFSUNY subsequently furnished us a list
of 156 employees who were placed in NYSDSS offices during the period January 1, 1984
through June 30, 1993. The salary and related costs of the 156 employees were charged
entirely to training contracts NYSDSS awarded to SUNY Albany and SUC Buifalo.

In order to determine if the on-site contract employees were actually performing training
under the contracts where their salaries were charged, 40 of the on-site staff were
interviewed. We were able to determine the activities performed by all 40 staff during the
period they were charged tfo the training contracts. In addition, based on conversations with
the 40 individuals interviewed, we were also able to obtain information conceming the
duties performed by another 44 NYSDSS on-site contract staff.

The interviews showed that most were
often performing duties other than training
or they were performing no training at all.
These activities included:

o Student interns conducting research
on Medicaid-related issues. Interns were responsible for the analysis and resolution
of questions regarding recipient and provider litigation patterns, and the analysis,
refinement, and development of Medicaid systems. In addition, they focused on the
analysis and resolution of Medicaid program management problems in such areas as
cost containment, cost/benefit analysis of services and eligibility policies, and other
organizational policy and management issues.

o Contract staff involved in preparing procedural manuals. Specifically, statf were
involved in the development of the Foster Care Manual for New Yoik City. Issucs
in the manual included time frames, review process, practice concepts, and project
oversight.

o Contract staff discussing legislative developments. Certain staff were responsible
for refining NYSDSS® computer system and making recommendations for redesign.
Iheir duties included analyzing both new and existing computer systems to ensure
the data generated was in compliance with Federal regulations.

o Regional contract staff monitoring and evaluating local district operations Staff
were given a certain number of local district sites to look over the existing
equipment and room configurations. A site packet was prepared, new equiprent
purchased and installed, and ultimately, the local staff was shown how fo use the

new equipment.

o The NYSDSS computer hotline staff providing assistance related to hardware and
other computer problems. We believe the hotline employees fixed problems as

opposed to actually performing training.
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For the 84 NYSDSS on-site employees whose work activities were reviewed, we concluded
that 47 did not perform any training, 30 performed training part of the time, and the
remaining 7 trained 100 percent of the time. We estimated the percentage of effort and the
related costs that did not benefit the training contracts and calculated that, for the period
January 1, 1984 through June 30, 1993, NYSDSS erroneously claimed $7,772,114 for
salaries and related costs. Of that amount, NYSDSS improperly received Federal
reimbursement of $4,045,029. For a breakdown by Federal program, see Appendix A.

The NYSDSS settled this issue (see Appendix B - Copy of Settlement Agreement) and paid

$7,308,533 to the Federal Government. This amount was based on a factor of 1.81 of
single damages.
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On December 20, 1994, the State of New York signed a settlement agreement with DOJ,
OIG, and DCA. In return for a cash payment of $26,970,000, the Federal agencies settled
the above cited issues. In addition to the cash payment, the State further agreed to: review
its expenditure report for the quarter ended September 30, 1994 and exclude similar costs
which may have been included; amend its current procedures to ensure that any future costs
of the type described will not be claimed; and not claim any legal or administrative costs
incurred by the State in its own investigation of the allegations contained in this suit or in
the settlement of these matters.

Recommendations

The Assistant Secretary for Management and Budget (ASMB) has been assigned -
responsibility to negotiate all public assistance cost allocation plans. This responsibility
also includes resolution of all government-wide accounting issues that impact public
assistance programs. All administrative costs (direct and indirect) are normally charged to
Federal programs by implementing the public assistance cost allocation plan. Therefore,
since the improper training contract practices found in our joint review of NYSDSS may
also exist in varying degrees in other States, we recommend that ASMB:

-~ Alert other departments administering training contracts to the conditions found in
this review.

- Advise and coordinate the efforts of ACF, the Health Care Financing Administration,
USDA, and the Social Security Administration with regard to the need to more
closely monitor and coordinate States’ compliance with regulations that cover the
allocation and claiming of training contract costs We believe that, as a minimum,
other States should be queried as to whether the improper practices identified in the
review of NYS have been adopted elsewhere. Io assist in this review, we have
initiated a nationwide review of training contract costs. Our nationwide review will
include the following six States: New Jersey, Florida, Illinois, Oklahoma, Missourt,
and California. The objective of the nationwide review will be to determine the
appropriateness of training contract costs charged to Federal programs in the selected
States.

~ Review future training expenditures claimed by NYSDSS, on a petiodic basis, to
ensure that it continues fo adhere to the terms of its settlement agreement with DOJ.
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ASMB Response

In 2 memorandum dated September 8, 1995, ASMB agreed with our conclusions and
indicated it shared our concerns that comparable conditions may also exist in varying
degrees in other states. Accordingly, ASMB stated quick action would be taken fo ensure
compliance with the report’s three recommendations. Specifically, ASMB stated DCA wall:

-~ Alert other Federal agencies which also fund training contracts to the conditions
disclosed in our report.

-- Advise and coordinate efforts of HHS Operating Divisions and other Federal
agencies to more closely monitor and coordinate States’ compliance with regulations
affecting the allocation and claiming of training confract costs.

-- Review future training expenditures claimed by NYSDSS, on a periodic basis, to
ensure continued compliance with the terms of the settlement agreement.

HCFA Response
The HCFA concurred with our findings and recommendations.
ACF Response

The ACF concurred with our findings and recommendations.

The ACF also offered a general comment indicating it would be beneficial to ACF in
cartying out its responsibility to monitor States in the administration of individual programs
if our report detailed improper claims filed by the State under titles IV-A, IV-D, [V-E, and
XX on a program-by-program basis, We discussed this with ACF officials who recognized
that we did not perform a program audit of training contracts to assess whether the training
was proper or relevant. Therefore, we did not detail the impropet claims on 2 program-by-
program basis.

In addition, ACF made two specific comments on third party in-kind contributions. The
first related to ACF’s interpretation of the finding, whereby officials understood the report
to imply that training contract provisions requiring contractors to pay the State amounts in
addition to the reasonable and fair market values of the services provided would be
acceptable except for the fact that contractors failed to actually provide "contributions.”
During a discussion with ACF officials, we explained such a funding methodology was not
acceptable. In fact, the report stated, "This practice was not in compliance with Federal
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regulations and program directives with regard to the cost sharing provided by private
contractors...."

The second specific comment was made in reference to the example we provided in the
report under Third Party In-Kind Contributions. The example illustrated a provision
requiring a contractor to cost share under a training contract and the way in which
NYSDSS subsequently reimbursed the contractor and claimed the costs to the Federal
Government. The ACF wanted the example clarified to show that the Federal Government
would only share in the adjustment amount and not the total award.

We contacted ACF officials and explained that our methodology for calculating the
adjustment did agree with theirs and that the example only illustiated the terms of the
training contracts. The ACF officials were satisfied with our explanation and agreed that
the report should not have to be changed.
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EXHIBIT W



RCO3: Therapeutic Crisis Intervention
Residential Child Care Project, Cornell University

BREAKDOWN OF COURSES
EXPENSES

TXT IAB VP&ARTA
PERSONNEL $60,423  $27.465  $109,859
FRINGE $22018  $10.008  $40,033
CASUAL EMPLOYEES $11.250 $1,875
FRINGE $4,100 $683
AV EQUIPMENT $7050  $3,750 $0
EASEL PADS $165 5135 $0
PADS/PENCILS $94 $54
EVAL SUPPLIES $748 $432
STAFF $11,406  $11,544  $68,697
TRAVEL
CONFERENCE TRAVEL $867 $501 $2,783
CONSULTANT FEE and TRAVEL $0  $6000 $0
PRINTING $14,025  $1620 $3,000
POSTAGE/SHIPPING $1,422 $321 $4,563
REPRODUCTION OF ICI VIDEO 38,415 $0 $0
BOOKS/JOURNALS . $622 $283 $1,131
REPRINT PERMISSION $187 $85 $339
TRAINING SPACE RENTAL $26,750  $10,250 $0
IRAINEE COSTS $71,783 $0 $0
SUBTOTAL $241,323  $72,948  $232,964
g%%mns & ADMINISTRAIIVE $148559  $44907  $143413
ADMINISTRATION $29407  $13367  $53468
GRAND TOTAL $419289 S131221  $429,844
ADMINISIRATION
PERSONNEL+TEMP $28,131
ASSOCIATED FRINGE $10.251
EQUIPMENT §3,400
FAXLFASE $450
OFFICE $1,083
SUPPLIES
SOFTWARE $3,120
OFFICE FURNITURE $2,500
ADMINISTRATIVE STAFF TRAVEL $238
OTHER COSTS
NETWORK $2,748
COSTS
PHONE $6,312 .
PHOTOCOPY $8,500
OFFICE RENT ITHACA $0
EQUIP. REPAIR, MAINTENANCE, & $3,250
INSURANCE
GENERAL OUTSIDE SERVICES $4,452
SUBTOTAL $74,435
FACILITIES & ADMINISTRATIVE $43.729
COSTS
TOTAL ADMINISTRATION $118,164

Revised Proposal
1172003 - 1273172003
Page 12

$45,517
328,020

$4,812
$78,349
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OCT 26 2005 11:47AM

BHRS DIV COST ALLOC

KO 2361 P 4

URIGINAL

COLLEGES AND UNIVERSITIES RATE AGREEHENT

BIN #: 115053208274

INSTITUTION:
Cornell University
341 Pine Tree Road
Ithaca

NY 14850-2820

DATE: Cctobexr 26, 2005

FILING REF.: The preceding
Agreement was dated
July &, 2005

The rates approved in this agreement are £or use on grants, cantracts and other
agreements with the Federal dovernment, subject to the conditions in Sectiom III.

SECTION I: FACILITIES AND ADMINTSTRATIVE COST RATES*

RATE TYPES: FIXED

FINAL

EFFECTIVE PERIOD

PROV . (PROVISIONAL)

DRED . (PREDRTERMINED!

APPLICABLE TO

Endowed Resezarch
Endowed Research
Contract Coll. Res.
Contract Coll. Res.
Contract Coll. HSA
All NAIC Progrzams
All Progs {excl NAIC)

UNTIL AMENDED Usde game rates and conditiong ag thoge cited
for fiscal year ending June 30, 2009.

TYPE FROM TO RATE (%) LOCATIONS

PRED. Q7/01/05 06/30/07 58.0 on-Campus

PRED. 07/01/07 06/30/709 59.0 On-Campus

PRED. 07/61/05 06/30/08 53.5 Oon-Campus

PRED. 07/01/08 06/30/09 54.0 On~Campus

PRED. 07/01/05 06/30/0% 56.7 On-Campug

PRED. 67/01/05 06/30/09 i1.0 QEL-Campus
PRED. ¢7/01/05% 06/30/0% 26.0 Of £ -Campus
PROV. 07/01/09

#BASE:

Modified total direct coets,
fringe benefite,

materials,

cousi=ting of all salaries and wages,

guppliaes,

sexvices,

travel and subgrants

and subcopntracts up to the fixgt $25,800 of each subgrant or subcontract
(regardless of the peried coverad by the asubgrant or subcontract).

Modified total direct costs shall exclude eguipment,
chargee forxr patient care,
costs of off-sice facilities,

expenditures,

tuition remission,
scholarashipa,

capital
rental

and fellowships as well as

the portion of each subgrant and subcontract in exceas of $285,000

(1)

Ulos42



OCT 26. 2005 11:47MW DHHS DIV COST ALLOC NO 2361 P 6

INSTITUTION:
Cormell University

AGREEMENT DATE: October 26, 2005

SECTION 1: PRINGE BENEFITS RATES**

RATE TYPRES: FIXED PINAL PROV. (PROVISIONAL} PERED., {PREDETHERMINED)
EFFECTIVE PERICD

TYPE FROM TOC RATE (%) LOCATTONS APPLICABLE TO

FIXED 07/01/05 06/30/06 32.0¢ Endowed Coll {1)

FIXED 07/01/06 06/30/08 33.0 Endowed Coll (1)

FIXED 07/01/05 06/30/08 10.0 Endowed Coll (2)

PROV. 07/01./08 UNTIL AMENDED Use same rates and conditions as those cited
for fiscal year ending June 30, 2008,

FIXED 07/01/05 06/30/06 47.5 Contxr. Coll All Employ. (3}

PROV. 07/01/06 UNTIL AMENDED 47.5% Contr, Coll all Employ. (3)

(1) ®¥ull benefit employees, includes benefits listed in #2 below and see
special remaxks gection for addicional benefits covered.

{z) Applicable to visiting faculty, summex Efaculty without retirement,
Executive Education faculty appointments, non-benefit eligible temporary
employeas, summezr students (if not registered) and bonus payments.
Includes mandated benafits such as Social Sscurity, Worker's Compensation,
Dizability and Unewmployment .

(3} Contract College fringe benefits are claimed using approved Tates
contained in the New York State-wide Coat Allocation Plan plus a emall
add-on for the university paid component,

**DESCRIPTIION OF FRINGE BEREFITS RATER BAPE:
Salaries and wagse.

(2)
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INSTITUTION:
Cornell University

AGREEMENT DATE: October 26, 2006

SECTION 1T: SPECIAL REMARKS

TREATMENT OF FRINGE BENEFITS:
The fritnge benefits are charged using the rate(=} listed in the Fringe Benefits Section of
this Agreement. The fringe benefite included in the rate{s) axs listed below.

TREATMENT OF PATD ARSENCEE:

Vacatien, holiday, sick leave pay and other paid abaences are inc¢luded in aalaries and
wages aud are claimed on grants, contrmcts and othey agreements as paxt of the normel cost
for salaries and weges. Separate claims for the costs of rhese pald absences are not
made .,

1 The rates in this Agreement have been negotiated to reflect the adminigtrative c¢ap
provisions of the yevisions to OMB Cireular A-21 published by the Office of Management and
Budget on May 8, 1995. No rate affecting the institution’s fiscal periods beginning on or
after October 1, 1991, sxcept rates for DOD contracts and subcomtracts, containg total
adminpigtrative cost camponents in excess of that 2¢ peraent cap.

2. Extraordinary elactrical costs for the Laboratory Of Nuclear Studies and extraordinary
alectrical ecosts, telecommunications costs and chilled watex costa of the Theory Center
program associated with, but not including normal wtility costy for building maintenance
are excluded from the wmodified total direct cost bage. In addition, the electrical costs
of tha NAIC Arscibo radio telescope gite in Puexto Rico are also excliuded flzem the
modified total direct cost base, The exclusion of these coste from the MIDC basc dees not
repregsent an agreewment that these exclusiong are accepted for subgeguent negotiation of
future years' rates.

3. In addition to the frings bhenefits listed in the Fringe Benefits Section of this
agreement, the following fringe benefits ara ipcluded in the Full benefit nrates:
retirement., health insurance, life insuxapce, long teérm disability, employee tuicion,
employee wellness and assistance program and childcare.

4, Bffective 7/1/59% tuition support for dependents of Cormell Univexsity employees is no
longer an allowable fringe benefit expenze and ias not izmgluded in the approved rates.

5. Equipment means an article of nonexpendable, tangible personal property laving a
useful Iife of more than one ymar, and an seguisition cost of $5,0600 or more per unit

(3)
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INSTITUTION:
Cornell University

AGREEMENT DATE: Octcober 26, 2005
EECTION IJl; GENEHAL

A LIMITATIONS:

<he rates in this Agreement Ave Jub4ect Lo any #TATUCOYY o adminiatrative limitations and apply to a given gramg, contwact ar
cther agrsamsnt smly bo the extent that funda are available. Ascoptance of the gatos iz aubjuct to che following condlgionss:

(2} Omly costs inguyred by the organizabicn were iticluded in ire fmcilities and sdndadabrative cost povls as finally accepted: such
cost¥ Axe iegal cbligationa of the orgenization sng ave sllowsble undsy the governing coab principles; (U) The e costs that kave
been trssted as facilities and admindgtuative coats are mor glaiwod ay divect ceses; (3} Fimilaw types of coats have heen adcoxded
conplstant accounting tweatmest; and {(4) Tha infoxmaricm pruvided by e organization which waa used to eqtablisly tho rabea i3 nob
laker found Lo he matgzially incomplede ox inaccurata by the Fedcrel Goverosent In auch gituations the zstels) would ke pubject to
renegotiation at the discvarion of the Fedaral Govermseat

B. ACCOUNTING CHANGED: N

Thi9 ASrsamant 18 hAged on the scoounking sSystom purperted by the organization o bo in affect durding the Apreerent peried. Changes
Lo the mathod of seccounting far comts which affact the mmount of redwburscment resuliing Azom Ghe use of this Agreemant requive
prior approval of the aubhorized rapragentabive of the cogudzant sgancy. Such ¢hanges include, but aye nob limited to, chapgce in
the chavging of a particular typs of cost fxgm facilitiee and adminfstrative to direct. Failwre to obtain approval way result in

coat dimallowances.

. Br .
If a Pied rate ie in this Agveswment. it 1s baged on an estirate of the costa fov ths period covered by tho race. Whan the actual

dosts for this pexied are determined, an adjustment will he mede to a rage of a future year(s) tc compensste for the difference
botwesn tha ¢oacs used bo ealeRlish the Fixed rave and agtual coalsg.

P. VSE B OTHER FEDRRAL AGENGIESR:
the rares 15 Ghis Agresment vers approved in accexdance with the suthority in Office of Msnagement snd Pudget Clrculax A-21

gsveular, and should be applied to grames, coptracna Apd obhts agreements soversd by thie Cireular, subject to any limitationa in A
ahave, The ovydnization way pyovids copies of the Agreawment to aihey Paderal Agencies to give them early notification of phe

Agreemgnt.

£.  OTUERs
{F any Fedeval combTact, grant of obher agkegwent i raiwburaing facilibies snd aduinisktrative costs by & meanm othax thon the

syproved ratela) i1 thiz Agroement, the orgsnizavion sheuld (1) credit sush costs Lo the affected programes, and (1) apply whe
spproved ratcls) to tha appropriate base to identify the Drepey amount of fecilibice snd aduinistyative costz atloczble bo these

proOgTame

BY THE INSTITUTION: Cif BREALE? OF THE PRDERAL GOVERNMENT:
curnell Universicy
_Dppremymer OF HEALTH MND RGN SVRVICRS ..

{INETITOEION fﬁ-}‘j
o ‘%t_}—_ (S1CRATIRE)

Joanne M. DeStefano Robert 1. Aarongon
{HAME) {NAME)

Yice President for Finangial Affairs & _DIRECTOR, DIVISION OF QST ALIOUATION .
(FETLE) University Controller (TTTLA)
e Mctoher 31, 2005 Ochober 2s. zo0s

(BATEY ’ {DATY) 0542

A werememesarve:, Michael Leopard
Telephona: (212) 264-2065 .

(4}




EXHIBIT Z



4
ey

New York State
Office of
Children & Family
Services

George E. Pataki
Governor

john A Johnson
Comumissioner

Capital View Office Park

52 Washington Street
Rensselaer, NY 12144-2796

An Etjual Gppartunity Employer

. April 5, 2004

Ms. Denise Clark

Director

Office of Sponsored Programs
Cornell University

120 Day Hall

ithaca, New York 14853

RE: OCFS Training Workplan RC 03
Dear Ms. Clark:

The purpose of this letter is to provided you with final approval of the Training
and Administrative Service Aclivity workplan entiled “Therapeutic Crisis
Intervention” (RC 03) that was conditionally approved on December 22, 2003
Copy attached. The funding level for both gross and reimbursable workplan
amounts remain unchanged. The workplan and requirements provided to
you with the conditional approval letter are still applicable except for:

Each workplan requires an overall monthly billing and a Summary of Cost
form (31086) for each project included in the workplan.

Administrative Service Acfiviies and Department Appeals Board Decision
1666 (DAB 1666) costs must continue to be tracked by project and object of
expense, however they need only be reported with the final monthly claim
and any subsequent claims.

Please refer to the “Streamlining the Contract Process” guidelines, previously
sent to you by Peter Miraglia on February 3, 2004, for information regarding
the processing of budget modifications.

If you have any quesfions concerning this letter, please contact Jim Spoor of
my staff at (518) 486-6380.

Bureau of Contract Management

Enclosures

c¢c: Deb Hanor
Peter Miraglia
Carol Frament
Jim Spoor
Mike Nunno




