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Re: Limited Audit of A&B Health Care Services, Inc. Compliance with the Nassau County Living 

Wage Law 
 
Dear Ms. Schwartz:  
 

A limited compliance audit was performed of contract #CQSS07000132 between A&B Health Care 
Services, Inc. (“A&B”) and Nassau County.  The objective of this audit was to determine whether A&B 
was in compliance with the Nassau County Living Wage Law (“Law”) and the related Rules.  The 
review period was calendar year 2007.  Certain tests were also performed to review subsequent 
transactions.  To accomplish our objective, we reviewed A&B’s pertinent books and records, performed 
certain tests and interviewed key personnel.  

Based on our limited audit, our findings and recommendations are as follows: 
 
Audit Finding (1)  
 
Compensated Days Off 
 
A&B did not provide its covered employees with compensated days off in accordance with the Law. 
The Law requires employers to provide “no fewer than twelve paid days off per year for sick leave, 
vacation or personal necessity at the employee’s request.  Full-time employees shall accrue such leave at 
a rate of one day per month of full-time employment.  Part-time employees who work twenty or more 
hours per week shall accrue such leave in increments proportional to the rate of accrual for full-time 
employees.”1 

                                                 
1 “Nassau County Living Wage Law,” Nassau Co. Misc. Laws, Title 57, § 3 (2007). The Law and the related rules can be 
found on the Comptroller’s website, at http://www.nassaucountyny.gov/agencies/Comptroller/LivingWage/index.html. 
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A&B did not institute a specific policy to provide the mandated compensated days off to covered 
employees. It also did not inform employees of their entitlement to such time off.  Some employees 
were provided vacation pay-outs, based on A&B’s corporate practices, but most of the employees 
covered under the Law did not receive paid accrued time off.   
 
In order to address this audit finding, A&B provided us with a proposed Time-Off Policy.  A&B’s 
proposed policy is not compliant with the Law because employees forfeit unused accrued time at the end 
of each calendar year, or in the event of an employee’s termination, whether it is voluntary or 
involuntary.  Under the Law, accrued time must be made available to the employees, and unused days 
may not be forfeited. 
   
In response to our audit request, A&B provided us with an analysis showing that it owes certain covered 
employees a total of 2,358 hours compensated leave, or a dollar equivalent of $25,946.  We tested 
A&B’s analysis and did not find any exceptions. 
 
Additionally, we found that vacation hours were paid at rates lower than those mandated. The accrued 
leave schedule provided by A&B showed that eight employees were paid for vacation in 2007.  Our 
testing disclosed that seven of them had been paid at rates ranging from $.25 to $1.50 per hour below the 
required living wage rate.  The total amount of these underpayments was $121. 
 
 
Audit Recommendations 
 
A&B should formulate and institute a policy for providing compensated days off to its employees.   This 
policy should be communicated to all covered employees in accordance with the Comptroller’s Rules so 
that they are aware of their rights and entitlements under the Law. 
 
For calendar year 2007, A&B should identify all under-payments made for compensated days off, 
calculate the amount owed to each employee, provide the auditors with copies of the calculations, and 
make the necessary payments to affected employees. In instances where days off cannot be provided 
(i.e. employee has been terminated), cash compensation should be made at the mandated rate. 
 
A&B should disburse $121 to the employees identified in the audit who were paid for their vacation 
hours at rates below the applicable mandated rate. 
 
 
Audit Finding (2) 
 
Living Wage Rate 
 
A&B did not pay the hourly wage rate required by the Law.  The Law requires that “Employers shall 
pay their employees no less than the living wage for each hour they perform County work and either 
provide them benefits or supplement their hourly wage rate by an amount no less than the benefits 
supplement rate.”2  During the audit period, the living wage rate was $ 9.50 and benefit supplement was 

                                                                                                                                                                         
 
2 “Nassau County Living Wage Law,” Nassau Co. Misc. Laws, Title 57 (2007) § 3a   
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$1.50 per hour, aggregating to $11.00 per hour. As A&B did not provide any benefits, it was required to 
pay a combined rate of $11.00 per hour. 
 
Our testing of two pay periods disclosed that most of the covered employees were paid less than the 
required rate.  In one pay period, we tested 19 employees out of a population of 48 and found that 17 
(89%) were underpaid.  In the other pay period, 18 were tested and 13 (72%) were underpaid. The 
underpayments ranged from $0.27 to $2.00 per hour. For the two pay periods tested, the amount of 
underpayments totaled $572.  Considering the high percentage of employees who were underpaid, it is 
quite likely that there were other employees who were also underpaid.  
 
Audit Recommendations 
 
A&B should: 

a) inform covered employees of their entitlement to the required rate of pay; 
b) identify all the under-payments;   
c) calculate the underpayments of wages that are owed to each of its covered employees and pay 

them immediately; and 
d) provide us with documentation evidencing the process of identifying all underpayments and the 

corrective payments made.   
 
 

 
******* 

The matters covered in this report have been discussed with the officials of A&B during the course of 
this audit, as well as at an exit conference held on June 9, 2009.  On May 14, 2009, our Office submitted 
a report in draft for A&B’s comments.  A&B provided its comments on May 26, 2009.  Subsequent to 
the exit conference, A&B provided a revised response, received on June 15, 2009, and a follow-up 
letter, received on June 19, 2009, which are included as an appendix to this report.
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Auditor’s Follow-up Response 
 
 
The names of the employees requested by A&B were provided and A&B provided evidence that the 
employees in question were not covered employees.  As such, the report was modified.   
 
The Comptroller’s Office reconfirms its position that A&B’s policy that employees must use their 
compensated days off or forfeit them at the end of the year is impermissible under the Living Wage Law.  
 
We do not agree with A&B’s contention that payment of travel expenses can be substituted for payment 
of wages.  Reimbursement of an expense incurred by employees in performance of their duties is not 
considered wages or benefits. 
 
We reiterate our audit recommendations.  
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Auditor’s Follow-up Response 
 
We do not concur with A&B’s assertions that the Law impermissibly diminished the Medicaid 
Reimbursement rate and that the contract was not effective until December 2007.  Section 8 of the 
Agreement states “This Agreement will be in effect for one year beginning January 1, 2007 and ending 
December 31, 2007 and may be renewed for three successive one-year terms at he discretion of the 
Social Services District”.  Under the contract’s Appendix A, A&B has agreed that “the wages paid for a 
legal day’s work shall not be less the prevailing rate of wages as defined by law or the living wage as 
defined in Nassau County Local Law 1-2006, whichever is higher”. A&B signed a contract that was 
effective January 1, 2007, where it agreed to comply with the Law and the Law.  
 
The timing of the corrective actions proposed by A&B is not acceptable.  We note with significant 
concern, that although A&B was advised of these findings in our draft report on May 14, 2009, A&B’s 
response indicated a targeted completion date of November 1, 2009 for the required corrective action. 
A&B should have taken corrective action immediately.    
 
Our audit of compliance for 2008 will also include a verification that all the required corrective 
payments were made for 2007. 
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Auditor’s Follow-up Response 
 
Our audit of compliance for 2008 will also include a verification that all the required corrective 
payments were made for 2007. 
 
 
Sincerely, 
 
/Aline Khatchadourian/ 
Aline Khatchadourian 
Deputy Comptroller for Audit and Special Projects 
 


