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The Commissioners of Northumberland County
Northumberland County Administration Center
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Sunbury, PA 17801

Dear Commissioners:

We have examined the submitted CY-370 Expenditure Report, the CY-370A Revenue
Report, and the CY-348 Fiscal Summary, hereinafter referred to as the submitted fiscal reports,
and the related financial records of the Northumberland County Children and Youth Agency
(agency) for the purpose of ascertaining and certifying the actual Commonwealth expenditures
incurred on behalf of children resident within the County for the fiscal years July 1, 2010 to June
30, 2011 and July 1, 2011 to June 30, 2012, pursuant to authority derived from Act 148 of 1976,
as amended, 62 P.S. 8 704.1(a)(4). The scope of our engagement was limited to the fiscal reports
submitted to the Department of Human Services (DHS) as part of the Act 148 Invoice Packages
for the fiscal years ended June 30, 2011 and June 30, 2012.

Preparation of the submitted fiscal reports, and compliance with children, youth, and
families regulations, are the responsibility of agency management. Our engagement procedures
included a review of selected agency records, and other procedures we deemed necessary, to enable
us to ascertain and certify the actual Commonwealth expenditures incurred on behalf of children
resident within the County and to determine the County’s compliance with certain provisions of
55 Pa. Code, Part V. Children, Youth, and Families Manual, Subpart C, Chapters 3140 and 3170
(55 Pa. Code 88 3140.1 et seq. and 3170.1 et seq..). We believe that our engagement procedures
provided us a reasonable basis to ascertain and certify the actual Commonwealth expenditures
incurred on behalf of children within Northumberland County.

The results of our procedures performed during this engagement were as follows:

For the July 1, 2010 to June 30, 2011 fiscal year, our engagement resulted in no
adjustments being made to the agency’s submitted fiscal reports. Thus, there is no
effect on the Final Net State Share, as detailed in our amended fiscal reports for the
July 1, 2010 to June 30, 2011 fiscal year, included in Section 1 of this report,
beginning on page 3.



For the July 1, 2011 to June 30, 2012 fiscal year, our engagement resulted in no
adjustments being made to the agency’s submitted fiscal reports. Thus, there is no
effect on the Final Net State Share, as detailed in our amended fiscal reports for the
July 1, 2011 to June 30, 2012 fiscal year, included in Section 2 of this report,
beginning on page 9.

In addition, while we found that the agency complied with two of the three findings
included in our prior released engagement report, we found that the agency failed to implement
corrective actions to address the prior engagement finding listed below.

Prior Engagement Finding — Failure to Conduct an Annual Time Study

Additional details are provided on page 15 in Section 3 of this report, and in Section 4 of this
report, beginning on page 17:

The results of our engagement procedures, as presented in this report, were emailed to
County representatives and agency management on March 7, 2016.

This report is being forwarded to the DHS Bureau of Financial Operations, and the Office
of Children, Youth, and Families for review and settlement of the adjustments included in our
amended fiscal reports. You will be notified by the DHS of the decisions made during the DHS
settlement process and the impact, if any, on a future Act 148 payment. At that time, in accordance
with the Commonwealth’s General Rules of Administrative Practice and Procedure,
1 Pa. Code 8 31.1 et seq., you will be afforded the opportunity by Commonwealth DHS to appeal
its settlement process decision.

We appreciate the cooperation, assistance, and courtesy granted our representatives by your
officials and the staff of the Northumberland County Children and Youth Agency.

Sincerely,

Canpmte I-Forp—

March 17, 2016 Eugene A. DePasquale
Auditor General
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BACKGROUND

The Department of the Auditor General is responsible for reviewing the fiscal reports, known as
the submitted CY-370 Expenditure Report, the CY-370A Revenue Report, and the CY-348 Fiscal
Summary of the 67 County Children and Youth Agencies to determine proper reporting and
utilization of funds according to program regulations and guidelines under Public Welfare Code
62 P.S. 8 704.1(a)(4). The annual state Act 148 allocations are used by the Counties to administer
social services for the children and youth that reside within the Commonwealth of Pennsylvania,
whose stated goal is “to ensure, for each child in this Commonwealth, a permanent, legally assured
family which protects the child from abuse and neglect.” The Children and Youth Social Services
Program is County-Administered and State-Supervised by the Department of Human Services
(DHS) and thus, they are jointly responsible for achieving the Commonwealth’s goal.

In accordance with the Public Welfare Code (62 P. S. § 703), the DHS is responsible for making
and enforcing all rules and regulations necessary and appropriate to the proper accomplishment of
the child welfare duties and functions vested by law in the county institution districts or their
successors. Title 55 Pa. Code, Part V. Children, Youth, and Families Manual, Subpart C, outlines
the rules and regulations relative to the County Administration of the Children and Youth Social
Service Programs. Specifically, in compliance with 55 Pa. Code § 3140.31, the Counties must
report their cumulative actual expenditures incurred for the provision of children and youth social
services on a quarterly basis to the DHS through the Act 148 Invoice package. The expenditures
reported in the Act 148 Invoice package refers to all costs for dependent and delinquent children
and youth services funded or administered by the DHS.

As part of our engagement, we reviewed the County Children and Youth Agency’s submitted fiscal
reports, as referenced above, which are included in the Act 148 Invoice package. Specifically, we
reviewed the final, cumulative 4" Quarter fiscal reports submitted to the DHS, along with the
County Children and Youth Agency’s related financial records and supporting documentation, to
determine whether the County Children and Youth Agency’s actual, cumulative expenditures and
revenues were properly reported to the DHS for the respective fiscal years (FYs). The variances
identified between the submitted and actual costs and revenues required adjustments to these fiscal
reports, and thus, our Amended CY-370 Expenditure Report, Amended CY-370A Revenue
Report, and Amended CY-348 Fiscal Summary, resulting from our engagement procedures and
included in this report for each fiscal year included in our scope, reflect the County Children and
Youth Agency’s actual related costs and revenues for those years and those costs and revenues’
impact on the County Children and Youth Agency’s corresponding Net State Shares.



SECTION 1

AMENDED FISCAL
REPORTS

FOR THE FISCAL YEAR:

JULY 1, 2010 to JUNE 30, 2011



NORTHUMBERLAND COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1, 2010 TO JUNE 30, 2011
AMENDED
COMPUTATION OF FINAL NET STATE SHARE

Approved State Allocation® $ 4,637,805
Supplemental Act 148 0
Total State Allocation 4,637,805
State Share (CY348)° $ 4,215,695
Less: Major Service Category Adjustment 0
Net State Share $ 4,215,695
Less: Expenditures in Excess of the Approved State Allocation 0
Final Net State Share Payable® $ 4,215,695
Actual Act 148 Revenues Received"* 4,215,695
Net Amount Due County/(State)® $ 0

! Approved State Allocation is the amount of Act 148 State Funds that were budgeted for the County.

? State Share (CY348) is the total amount of County expenditures that are eligible for reimbursement from
Act 148 Funds after audit adjustments are considered.

® Final Net Share Payable is the net amount of reimbursable expenditures from Act 148 funds after audit
adjustments are considered.

* Actual Act 148 Revenues Received is the amount of Act 148 funds the county received.

> Net Amount Due the County/(State) is the variance between the amount of Act 148 funds the county
received and the Final Net State Share Payable to the county.
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NORTHUMBERLAND COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1, 2010 TO JUNE 30, 2011
AMENDED

SUMMARY OF EXPENSE AND EXPENSE ADJUSTMENTS

COST CENTER ITEMS

Adoption Service
Adoption Assistance
Counseling
Day Care
Day Treatment
Homemaker Service
Intake and Referral
Life Skills
Protective Service - Child Abuse
Protective Service - General
Service Planning
Juvenile Act Proceedings
Alternative Treatment
Community Residential
Emergency Shelter
Foster Family
Supervised Independent Living
Juvenile Detention Service
Residential Service
Secure Residential Service (Except YDC)
YDC/YFC (Non-Secure) - Institutional
YDC Secure
Administration
Combined Total Expense

Less Non-reimbursables

Total Net Expense

OBJECTS OF EXPENDITURE

Wages and Salaries
Employee Benefits
Subsidies
Operating
Purchased Services
Fixed Assets
Combined Total Expense

Less Non-reimbursables

Total Net Expense

AS AS
REPORTED INCREASE AMENDED PER
PER CY370 (DECREASE) CY370

$ 429,370 0o 3 429,370

802,373 0 802,373

22,665 0 22,665

0 0 0

127,188 0 127,188

379,466 0 379,466

0 0 0

0 0 0

390,643 0 390,643

967,793 0 967,793

777,717 0 777,717

16,500 0 16,500

163,885 0 163,885

119,405 0 119,405

124,420 0 124,420

2,495,781 0 2,495,781

1,199 0 1,199

20,460 0 20,460

336,690 0 336,690

0 0 0

0 0 0

405,453 0 405,453

243,787 0 243,787

7,824,795 0 7,824,795

7,933 0 7,933

$ 7,816,862 0o $ 7,816,862
AS AS

REPORTED INCREASE AMENDED PER

PER CY370 (DECREASE) CY370

$ 1,878,275 0o 3 1,878,275

977,748 0 977,748

1,023,102 0 1,023,102

1,178,795 0 1,178,795

2,740,878 0 2,740,878

25,997 0 25,997

7,824,795 0 7,824,795

7,933 0 7,933

$ 7,816,862 0 3 7,816,862




SECTION 2

AMENDED FISCAL
REPORTS

FOR THE FISCAL YEAR:

JULY 1, 2011 to JUNE 30, 2012



NORTHUMBERLAND COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1, 2011 TO JUNE 30, 2012
AMENDED
COMPUTATION OF FINAL NET STATE SHARE

Approved State Allocation® $ 4,443,736
Supplemental Act 148 219,119
Total State Allocation 4,662,855
State Share (CY348)? $ 4,662,855
Less: Major Service Category Adjustment 0
Net State Share $ 4,662,855
Less: Expenditures in Excess of the Approved State Allocation 0
Final Net State Share Payable® $ 4,662,855
Actual Act 148 Revenues Received® 4,662,855
Net Amount Due County/(State)® $ 0

! Approved State Allocation is the amount of Act 148 State Funds that were budgeted for the County.

2 State Share (CY348) is the total amount of County expenditures that are eligible for reimbursement from
Act 148 Funds after audit adjustments are considered.

3 Final Net Share Payable is the net amount of reimbursable expenditures from Act 148 funds after audit
adjustments are considered.

* Actual Act 148 Revenues Received is the amount of Act 148 funds the county received.

> Net Amount Due the County/(State) is the variance between the amount of Act 148 funds the county
received and the Final Net State Share Payable to the county.
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NORTHUMBERLAND COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1, 2011 TO JUNE 30, 2012
AMENDED
SUMMARY OF EXPENSE AND EXPENSE ADJUSTMENTS

AS AS

REPORTED INCREASE AMENDED PER

COST CENTER ITEMS PER CY370 (DECREASE) CY370
Adoption Service $ 379,268 $ 0o % 379,268
Adoption Assistance 869,273 0 869,273
Subsidized Permanent Legal Custodianship 249,624 0 249,624
Counseling 18,570 0 18,570
Day Care 0 0 0
Day Treatment 162,331 0 162,331
Homemaker Service 339,115 0 339,115
Intake and Referral 0 0 0
Life Skills 0 0 0
Protective Service - Child Abuse 470,415 0 470,415
Protective Service - General 1,097,330 0 1,097,330
Service Planning 859,724 0 859,724
Juvenile Act Proceedings 26,500 0 26,500
Alternative Treatment 37,500 0 37,500
Community Residential 107,970 0 107,970
Emergency Shelter 129,076 0 129,076
Foster Family 2,492,945 0 2,492,945
Supervised Independent Living 0 0 0
Juvenile Detention Service 17,480 0 17,480
Residential Service 533,614 0 533,614
Secure Residential Service (Except YDC) 0 0 0
YDC Secure 644,388 0 644,388
Administration 289,366 0 289,366
Combined Total Expense 8,724,489 0 8,724,489
Less Non-reimbursables 1,827 0 1,827
Total Net Expense $ 8,722,662 $ 0 $ 8,722,662

AS AS

REPORTED INCREASE AMENDED PER

OBJECTS OF EXPENDITURE PER CY370 (DECREASE) CY370
Wages and Salaries $ 2,150,641 $ 0o % 2,150,641
Employee Benefits 967,062 0 967,062
Subsidies 1,118,897 0 1,118,897
Operating 1,182,018 0 1,182,018
Purchased Services 3,281,773 0 3,281,773
Fixed Assets 24,098 0 24,098
Combined Total Expense 8,724,489 0 8,724,489
Less Non-reimbursables 1,827 0 1,827
Total Net Expense  $ 8,722,662 $ 0o 3 8,722,662
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NORTHUMBERLAND COUNTY CHILDREN AND YOUTH AGENCY
STATUS OF PRIOR ENGAGEMENT FINDINGS AND RECOMMENDATIONS

STATUS OF PRIOR AUDIT FINDINS FOR FISCAL YEARS JULY 1, 2008 TO JUNE
30, 2009 AND JULY 1, 2009 TO JUNE 30, 2010

Finding No. 1 — Failure to Perform an Annual Physical Inventory of Fixed Assets

In our prior audit report, we cited the Northumberland County Children and Youth Agency
(agency) for failing to perform and document an annual physical inventory of fixed assets.
During our current engagement, the agency provided documentation to evidence that annual
physical inventories of fixed assets were performed during both the 2010-2011 and 2011-2012
fiscal years. Therefore, we concluded that the agency appropriately addressed this finding.

Finding No. 2 — Failure to Conduct an Annual Time Study

In our prior audit report, we cited the agency for failing to provide annual time study worksheets
or any other type of documentation evidencing the methodology used to allocate the general
operating expenses reported on the agency’s submitted CY-370 Expenditure Report. During
our current engagement, for the 2010-2011 and 2011-2012 fiscal years, we found that the
agency was again unable to provide annual time study worksheets or other documentation
evidencing the methodology used to allocate general operating expenses. Therefore, we
concluded that the agency failed to address this prior year finding as detailed in the repeat
finding in the Current Engagement Finding and Recommendation section (Section 4) of this
report, beginning on page 17.

Finding No. 3 — Failure to Execute a Purchase of Service Agreement

In our prior audit report, we cited the agency for failing to properly execute a purchase of service
agreement with a service provider. During our current engagement, we found that this provider
only provided residential services to one child, during the 2010-2011 fiscal year, for which a
majority of these costs were covered by Medical Assistance, and the agency paid this provider
the remaining service costs that were not covered by Medical Assistance. Since clients were
not regularly referred to this provider, per Act 148 regulations, a continuing relationship
between this provider and the agency did not exist and, therefore, the agency was not required
to execute a contract or purchase of service agreement with this contractor for the 2010-2011
fiscal year. Therefore, we concluded that the agency appropriately addressed this finding.
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NORTHUMBERLAND COUNTY CHILDREN AND YOUTH AGENCY
CURRENT ENGAGEMENT FINDING AND RECOMMENDATION

Finding — Noncompliance - Failure to Conduct Annual Time Studies

Condition: As detailed in the Status of Prior Engagement Findings and Recommendations
section (Section 3) of this report, during our current engagement we found that the
Northumberland County Children and Youth Agency (agency) again failed to conduct annual
time studies for the 2010-2011 and 2011-2012 fiscal years. While the agency did allocate its
general operating expenses among the various cost centers on the CY-370 Expenditure Reports
submitted to the Department of Human Services for each fiscal year, the time study used to
allocate the general operating expenses for both fiscal years was conducted in 2005 and used to
allocate general operating expenditures for the 2005-2006 through the 2012-2013 fiscal years.
Furthermore, we found the agency failed to develop and implement written policies and
procedures establishing how annual time studies should be conducted.

Criteria: Title 55 Pa. Code, § 3170.91 (c) related to fiscal management — financial reporting
requirements of the County Agency, state, in part:

The Department has the ability to prescribe the format, instructions, and time at which the
county agency shall submit to the Department annual plans, annual estimates of expenditures
and revisions, as well as expenditure and income reports.

Federal Office of Management and Budget (OMB) A-122, attachment B, #8 Compensation for
personal services, (m) support of salaries and wages; guidance on Personnel Activity Reports

(1) Charges to awards for salaries and wages, whether treated as direct costs or indirect costs,
will be based on documented payrolls approved by a responsible official(s) of the organization.
The distribution of salaries and wages to awards must be supported by personnel activity
reports, as prescribed in subparagraph (2), except when a substitute system has been approved
in writing by the cognizant agency.

Cause: The agency was aware of the requirement to conduct annual time studies as a result of
our prior engagement report; however, due to the timing of the conduct of our prior engagement,
the agency did not conduct a time study until the 2013-2014 fiscal year.

Effect: The use of a time study that was not based on cost information from the fiscal year of
the costs being allocated may have resulted in the inappropriate allocation of the agency’s
general operating expenses among the various cost centers on the CY-370 Expenditure Reports
submitted to the Department of Human Services for the 2010-2011 and 2011-2012 fiscal years
and, thus, inappropriate amounts of Act 148 state reimbursements may have been received.
Furthermore, the agency’s failure to implement written policies and procedures establishing
how time studies should be conducted could lead to inconsistencies in the conduct of its annual
time studies and the allocation of the agency’s general operating expenses.
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NORTHUMBERLAND COUNTY CHILDREN AND YOUTH AGENCY
CURRENT ENGAGEMENT FINDING AND RECOMMENDATION

Recommendation: The Northumberland County Children and Youth Agency should establish
written policies and procedures to ensure that time studies are properly and consistently
conducted on an annual basis and that the time studies used to allocate the agency’s general
operating costs included on the agency’s submitted CY-370 Expenditure Reports are based on
cost information of the fiscal year for which the costs are being allocated.

Agency Response: The agency was not aware of the requirement to conduct an annual time
study until the audit covering the June 30, 2009 and June 30, 2010 fiscal years was conducted
in 2013. Once the agency was made aware of this requirement, a time study was conducted for
the 2013-2014 fiscal year and will be completed annually going forward.

Auditor’s Conclusion: We commend the agency on its corrective action plan with respect to the
planned conduct of annual time studies and will follow up on implementation during our next
audit of the agency.
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