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The Honorable Jim Kenney, Mayor
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Philadelphia, PA 19107

Dear Mayor Kenney:

We have fulfilled the requirements pursuant to authority derived from Act 148 of 1976, as
amended, (62 P.S. § 704.1(a)(4)) for 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 Philadelphia Department of Human Services
(agency). The purpose of this engagement is to ascertain and certify the actual commonwealth
expenditures incurred on behalf of children residing within the county for the fiscal years
July 1, 2017 to June 30, 2018, and July 1, 2018 to June 30, 2019. The scope of our engagement
was limited to the fiscal reports submitted to the Pennsylvania Department of Human Services
(DHS) as part of the Act 148 Invoice Packages for the fiscal years ended June 30, 2018, and
June 30, 2019.

Agency management is responsible for the preparation of the submitted fiscal reports, and
compliance with children, youth, and families regulations. 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 residing
within the county. We also performed procedures 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 §§ 3140.1 et seq. and 3170.1 ef seq.). The engagement was
not conducted, nor was it required to be, in accordance with professional auditing or attestation
standards. We believe that our engagement procedures provided us a reasonable basis to ascertain
and certify the actual commonwealth expenditures incurred on behalf of children residing within
Philadelphia County.



We certify the enclosed amended fiscal reports fairly present, in all material respects, the total
commonwealth expenditures paid on behalf of children residing within the county for the 2017-
2018 and 2018-2019 fiscal years based on the accrual basis of accounting. !

Adjustments to the agency’s submitted fiscal reports resulting from the procedures we performed
during this engagement are as follows:

e For the 2017-2018 fiscal year, our engagement resulted in five adjustments made to
the agency’s submitted fiscal reports. These adjustments in total affected the agency’s
Net State Share by increasing agency expenditures by $19,874,263 decreasing non-
reimbursable expenditures by $13,232 and decreasing revenue by $244,028. There is
no impact on the Net State Share and no amount is due to the county or state because
the agency’s expenditures exceeded the total state Act 148 allocation by $17,377,623
and the agency cannot receive state reimbursement in excess of the total state Act 148
allocation.

e For the 2018-2019 fiscal year, our engagement resulted in three adjustments made to
the agency’s submitted fiscal reports. These adjustments in total affected the agency’s
Net State Share by increasing agency expenditures by $18,805,583 and increasing
revenue by $58,241. There is no impact on the Net State Share and no amount is due
to the county or state because the agency’s expenditures exceeded the total state Act
148 allocation by $15,384,832 and the agency cannot receive state reimbursement in
excess of the total state Act 148 allocation.

This report includes the following finding and observation.

Repeat Finding - Lack of Internal Control Policies and Procedures to Reduce the Risk of
Paying Overbillings or Fraudulent Billings Submitted by Contracted In-Home Purchased
Service Providers

Observation — Despite the Pennsylvania Department of Human Services Apparent Strides
in Increasing the Protection of At-Risk Children in the Care of Contracted In-Home
Preventative Service Providers, DHS Failed to Review the Adequacy of the C&Y Agencies
Procedures and Results for Ensuring these Providers Comply with CPSL Requirements

The results of our engagement procedures, as presented in this report, were discussed with agency
management at an exit conference held on April 14, 2022.

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 any recommended adjustments
included in our amended fiscal reports. You will be notified by DHS of the decisions made
regarding the approval and finalization of any recommended adjustment amounts during the DHS
settlement process and the impact, if any, on a future Act 148 payment. At that time, in accordance

" In accordance with DHS regulations, the expenditures reported in the enclosed fiscal reports are limited to
expenditures funded by allocations made pursuant to Act 148 of 1976, as amended, (62 P.S. § 704.1) and do not
include any expenditures made from other appropriations or grant funds.



with the Commonwealth’s General Rules of Administrative Practice and Procedure, 1 Pa. Code §
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 to our representatives by your
officials and agency staff. If you have any questions, please feel free to contact the Bureau of
County Audits at 717-787-1363.

Sincerely,

Timothy L. DeFoor
Auditor General
April 21, 2022



CONTENTS

BACKZIOUIA ..........oiiiiiiiiiiieecee ettt e e e ettt e e ettt e e e s nabeeesenstaeeeeannaeeeeenntaaeeeennaeeeanns 1
Section 1 — Amended Fiscal Reports for the Fiscal Year July 1, 2017 to June 30, 2018
Amended Computation of Final Net State Share..........ccccveeeiiieiiieiiiieceeceeee e 3
Amended CY-348 - Fiscal SUMMATY .........cccoocuiiiiiiiiiiiiecieeieeeeee e 4
Amended CY-370A - Revenue REPOTt ........ccuuiiviiiiiiiieiieeiee ettt 5
Amended CY-370 - EXpenditure REPOTt.......cccuieiieiiieiiieiiieiie ettt 6
Amended Summary of Expense and Expense Adjustments ...........ccceeevveercieenciieenieeeniee e 7
Adjustment SChEAUIE .........cccuiiiiiiiiei et 8
Section 2 — Amended Fiscal Reports for the Fiscal Year July 1, 2018 to June 30, 2019
Amended Computation of Final Net State Share...........cccceeviiiiiiiiiiniieiieieeeeeeee 11
Amended CY-348 - FiScal SUMMATY ......c.coeiiiiiiiieeiieciee ettt e e e 12
Amended CY-370A - Revenue RePOrt ........cccuiviiiiiieiiiiiiecieeeeet et 13
Amended CY-370 - Expenditure RePOTt..........cceuiieiiiieiiiieiieeiee et 14
Amended Summary of Expense and Expense Adjustments ............ccceeeeveenieeiienienieenieeneene 15
AdJustment SChEAULE .........ooeiiiieii e 16
Section 3 — Status of Prior Engagement Finding and Recommendations ............................. 19
Section 4 — Current Engagement Finding and Recommendations ...................cccccoeeiiieennen. 21
Section 5 — Current Engagement ObServation...............ccccceviviiiiiiniiiiie e 27

Report DIStribDUtION LLiSt.....cooooiiiii i e e e e e e e e e 31




BACKGROUND

The Department of the Auditor General (department) 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. The department determines
proper reporting and utilization of funds according to program regulations and guidelines under
the Human Services Code 62 P.S. § 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 DHS, with shared responsibility for achieving the commonwealth’s goal.

In accordance with the Human Services Code (62 P. S. § 703), 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 DHS through the Act 148 invoice package, which includes the
fiscal reports. 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 DHS.

We reviewed the final, cumulative 4™ quarter fiscal reports submitted to DHS, the agency’s related
financial records, and other supporting documentation. This was done to determine whether the
agency’s actual, cumulative expenditures and revenues were properly reported to DHS for the
respective fiscal years. The amended fiscal reports below include any adjustments we considered
necessary to reflect the agency’s actual related revenue, expenditures, and net state share for each
fiscal year in our engagement period.



SECTION 1

AMENDED FISCAL REPORTS
FOR THE FISCAL YEAR:

JULY 1, 2017 to JUNE 30, 2018



PHILADELPHIA COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1, 2017 TO JUNE 30, 2018
AMENDED
COMPUTATION OF FINAL NET STATE SHARE

Approved State Allocation’ $ 353,047,609
Supplemental Act 148 17,155,710
Total State Allocation 370,203,319
State Share (CY348)* $ 387,580,942
Less: Major Service Category Adjustment 0
Net State Share $ 387,580,942
Less: Expenditures in Excess of the Approved State Allocation 17,377,623
Final Net State Share Payable3 $ 370,203,319
Actual Act 148 Revenues Received® 370,203,319
Net Amount Due County/ (Sta‘ce)5 $ 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.

4 Actual Act 148 Revenues Received is the amount of Act 148 funds the County received.

> No amount is due to the County or State because the Children and Youth Agency's expenditures exceeded
the Total State Act 148 Allocation by $17,377,623, as detailed on this page. While our adjustments resulted
in a net increase of $19,887,495 in expenditures for the agency for said fiscal year, as detailed on page 7 of this
report, the agency cannot receive state reimbursement in excess of the Total State Act 148 Allocation. Thus,
there is no impact on the the Final Net State Share of Expenditures.
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PHILADELPHIA COUNTY CHILDREN AND YOUTH AGENCY

FOR THE PERIOD JULY 1, 2017 TO JUNE 30, 2018
AMENDED
SUMMARY OF EXPENSE AND EXPENSE ADJUSTMENTS

COST CENTER ITEMS

Adoption Service
Adoption Assistance
Subsidized Permanent Legal Custodianship
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 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

$ 13,640,296 $ 70,601  $ 13,710,897

50,350,863 412,199 50,763,062
10,354,864 58,182 10,413,046
87,320,866 46,461,629 133,782,495
2,590,705 (1,108,585) 1,482,120
5,864,104 (609,414) 5,254,690
0 0 0
41,139,354 911,344 42,050,698
0 0 0
15,082,316 (6,790,263) 8,292,053
66,436,725 (29,100,620) 37,336,105
5,419,131 1,862,368 7,281,499
4,179,472 1,401,194 5,580,666
79,864 (57.430) 22,434
28,427,398 1,560,454 29,987,852
7,513,729 (392,308) 7,121,421
118,826,254 10,668,115 129,494,369
4,585,839 1,493,654 6,079,493
36,781,410 (3,577.889) 33,203,521
43,280,498 (1,225,637) 42,054,861
11,316,412 (3,730,108) 7,586,304
25,296,834 0 25,296,834
84,356,018 1,566,777 85,922,795
662,842,952 19,874,263 682,717,215
8,495,823 (13,232) 8,482,591

$ 654,347,129

$ 19,887,495

$ 674,234,624

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

$ 80,021,798 $ 2 $ 80,021,800
66,926,801 (484,700) 66,442,101
60,705,727 470,380 61,176,107

114,976,282 (11,710,487) 103,265,795
339,947,226 31,864,186 371,811,412

265,118 (265,118) 0

662,842,952 19,874,263 682,717,215
8,495,823 (13,232) 8,482,591

$ 654,347,129

$ 19,887,495

$ 674,234,624
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PHILADELPHIA COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1, 2017 TO JUNE 30, 2018

ADJUSTMENT SCHEDULE

REPORT REFERENCE

ADJ. AS REPORTED INCREASE/ ADJUSTED
SCHEDULE| LINE [COLUMN NO. EXPLANATION OF ADJUSTMENTS OR ADJUSTED (DECREASE) TOTAL
CY-370 Adjustments

CY-370 1-A 1 1 Adoption Service - Wages and Salaries $ 4,952,456 | $ 934,417 | $ 5,886,873
1-D 1 Counseling (Dependent) - Wages and Salaries $ 2,667,579 | $ (127,421)] $ 2,540,158
1-E 1 Counseling (Delinquent) - Wages and Salaries $ -1$ 2,001,316 | $ 2,001,316
1-M 1 Protective Service Child Abuse - Wages and Salaries $ 3,004,522 | $ 191,132 | $ 3,195,654
1-N 1 Protective Service General - Wages and Salaries $ 16,510,566 | $ (1,422,862)| $ 15,087,704
1-O 1 Service Planning - Wages and Salaries $ 515,061 | $ 84,947 | $ 600,008
2-C 1 Community Residential (Dependent) - Wages and Salaries $ 286,145 | $ 127,420 | $ 413,565
2-E 1 Emergency Shelter (Dependent) - Wages and Salaries $ 28,615 $ (21,237 $ 7,378
2-G 1 Foster Family (Dependent) - Wages and Salaries $ 1,030,122 | $ 21,237 | $ 1,051,359
2-1 1 Supervised Independent Living (Dependent) - Wages and Salaries | $ 143,072 | $ (63,709)| $ 79,363
3-A 1 Juvenile Detention Service - Wages and Salaries $ 2,970,267 | $ (2,001,316)| $ 968,951
3-B 1 Residential Service (Dependent) - Wages and Salaries $ 486,446 | $ (254,841 $ 231,605
3-D 1 Secure Residential Service - Wages and Salaries $ 228917 | $ (148,658)| $ 80,259
4 1 Administration - Wages and Salaries $ 25,576,252 | $ 679,577 | $ 26,255,829
1-A 2 Adoption Service - Employee Benefits $ 4,112,024 | $ 775,847 | $ 4,887,871
1-D 2 Counseling (Dependent) - Employee Benefits $ 2,214,891 | $ (105,797 $ 2,109,094
1-E 2 Counseling (Delinquent) - Employee Benefits $ -1 1,661,692 | $ 1,661,692
1-M 2 Protective Service Child Abuse - Employee Benefits $ 2,494,655 | $ 158,695 | $ 2,653,350
1-N 2 Protective Service General - Employee Benefits $ 13,708,722 | $ (1,181,401)| $ 12,527,321
1-O 2 Service Planning - Employee Benefits $ 427,656 | $ 70,531 | $ 498,187
2-C 2 Community Residential (Dependent) - Employee Benefits $ 237,139 [ $ 106,245 | $ 343,384
2-E 2 Emergency Shelter (Dependent) - Employee Benefits $ 23,713 [ $ (17,587)] $ 6,126
2-G 2 Foster Family (Dependent) - Employee Benefits $ 853,698 | $ 19,246 | $ 872,944
2-1 2 Supervised Independent Living (Dependent) - Employee Benefits | $ 118,569 | $ (52,673)| $ 65,896
3-A 2 Juvenile Detention Service - Employee Benefits $ 2,466,212 [ $  (1,661,692)| $ 804,520
3-B 2 Residential Service (Dependent) - Employee Benefits $ 403,896 | $ (211,594)] $ 192,302
3-D 2 Secure Residential Service - Employee Benefits $ 190,069 | $ (123,431) $ 66,638
4 2 Administration - Employee Benefits $ 21,722,995 [ $ 77,219 | $ 21,800,214
1-B 3 Adoption Assistance - Subsidies $ 50,350,863 | $ 412,199 | $ 50,763,062
1-C 3 Subsidized Permanent Legal Custodianship - Subsidies $ 10,354,864 | $ 58,182 | $ 10,413,046
1-A 4 Adoption Service - Operating $ 4,153,227 |'$  (1,519,474)( $ 2,633,753
1-D 4 Counseling (Dependent) - Operating $ 5,501,743 |'$ 11,895,890 | $ 17,397,633
1-E 4 Counseling (Delinquent) - Operating $ 3,184  $ (1,468)| $ 1,716
1-1 4 Intake & Referral - Operating $ -s 912,960 | $ 912,960
1-M 4 Protective Service Child Abuse - Operating $ 9,572,902 [ $ (7,129,853)| $ 2,443,049
1-N 4 Protective Service General - Operating $ 36,181,016 | $ (26,459,936)| $ 9,721,080
1-O 4 Service Planning - Operating $ 4,471,242 | $ 1,712,062 | $ 6,183,304
2-C 4 Community Residential (Dependent) - Operating $ 818,215 | $ 813,398 | $ 1,631,613
2-E 4 Emergency Shelter (Dependent) - Operating $ 278,149 | $ 217,787 | $ 495,936
2-G 4 Foster Family (Dependent) - Operating $ 12,512,073 | $ 6,852,286 | $ 19,364,359
2-1 4 Supervised Independent Living (Dependent) - Operating $ 319,868 | $ 347,202 | $ 667,070
3-B 4 Residential Service (Dependent) - Operating $ 2,644,022 | $ (723,617)| $ 1,920,405
3-D 4 Secure Residential Service - Operating $ 60,716 | $ 380,686 | $ 441,402
4 4 Administration - Operating $ 36,875,162 | $ 1,904,401 | $ 38,779,563
1-A 5 Adoption Service - Purchased Services $ 417,956 | $ (115,556)| $ 302,400
1-D 5 Counseling (Dependent) - Purchased Services $ 65,366,697 | $ 23,108,038 | $ 88,474,735
1-E 5 Counseling (Delinquent) - Purchased Services $ 11,560,522 | $ 8,035,629 | $ 19,596,151
1-F 5 Day Care - Purchased Services $ 2,585,666 | $ (1,108,585)| $ 1,477,081
1-G 5 Day Treatment (Dependent) - Purchased Services $ 3,402,196 | $ (415,879 $ 2,986,317
1-H 5 Day Treatment (Delinquent) - Purchased Services $ 2,461,908 | $ (193,535)| $ 2,268,373
1-P 5 Juvenile Act Proceedings (Dependent) - Purchased Services $ 3,751,969 | $ 1,245,725 | $ 4,997,694
1-Q 5 Juvenile Act Proceedings (Delinquent) - Purchased Services $ 427,503 | $ 155,469 | $ 582,972
2-A 5 Alternative Treatment (Dependent) - Purchased Services $ 79,864 | $ (57,430)| $ 22,434
2-C 5 Community Residential (Dependent) - Purchased Services $ 23,828,239 [ $ 833,067 | $ 24,661,306
2-D 5 Community Residential (Delinquent) - Purchased Services $ 3,252,643 ( $ (318,814)| $ 2,933,829
2-E 5 Emergency Shelter (Dependent) - Purchased Services $ 4,194,751 | $ (570,992) $ 3,623,759
2-F 5 Emergency Shelter (Delinquent) - Purchased Services $ 2,987,991 | $ 44 | $ 2,988,035
2-G 5 Foster Family (Dependent) - Purchased Services $ 104,280,221 | $ 3,792,400 [ $ 108,072,621
2-H 5 Foster Family (Delinquent) - Purchased Services $ 134,666 | $ (2,399)| $ 132,267
2-1 5 Supervised Independent Living (Dependent) - Purchased Services | $ 3,566,312 | $ 1,274,983 | $ 4,841,295
2-J 5 Supervised Independent Living (Delinquent) - Purchased Services | $ 435,084 | $ (11,826)] $ 423,258
3-A 5 Juvenile Detention Service - Purchased Services $ 31,344,931 | $ 85,119 | $ 31,430,050
3-B 5 Residential Service (Dependent) - Purchased Services $ 18,550,122 | $ 506,760 | $ 19,056,882
3-C 5 Residential Service (Delinquent) - Purchased Services $ 21,184,441 | $ (539,328)| $ 20,645,113
3-D 5 Secure Residential Service - Purchased Services $ 10,836,710 [ $  (3.,838,705)| $ 6,998,005




REPORT REFERENCE

ADJ. AS REPORTED INCREASE/ ADJUSTED
SCHEDULE| LINE | COLUMN NO. EXPLANATION OF ADJUSTMENTS OR ADJUSTED | (DECREASE) TOTAL
CY-370 Adjustments (continued)
CY-370 1-A 6 1 Adoption Service - Fixed Assets $ 4,633 | $ (4,633)| $ -
1-D 6 Counseling (Dependent) - Fixed Assets $ 6,250 | $ (6,250)| $ -
1-J 6 Intake & Referral - Fixed Assets $ 1,616 | $ (1,616)| $ -
1-M 6 Protective Service Child Abuse - Fixed Assets $ 10,237 | $ (10,237)| $ -
1-N 6 Protective Service General - Fixed Assets $ 36,421 | $ (36,421)| $ -
1-O 6 Service Planning - Fixed Assets $ 5,172 | $ (5,172)| $ -
2-C 6 Community Residential (Dependent) - Fixed Assets $ 862 | $ (862)| $ -
2-E 6 Emergency Shelter (Dependent) - Fixed Assets $ 323 $ (323)| $ -
2-G 6 Foster Family (Dependent) - Fixed Assets $ 14,655 $ (14,655)| $ -
2-1 6 Supervised Independent Living (Dependent) - Fixed Assets $ 3231 $ (323)| $ -
3-B 6 Residential Service (Dependent) - Fixed Assets $ 3,017 | $ (3,017 $ -
4 6 Administration - Fixed Assets $ 181,609 [ $ (181,609) $ -
Total Adjustment Amount $ 20,787,074
To increase expenditures by $20,787,074 to include expenditures
not reported on the Act 148 Invoice submitted to the
Commonwealth Department of Human Services and reconcile to
the agency's final expenditure ledgers.
Title 55 PA Code, Chapter 3170.95(a)(b)
CY-370 4 4 2 Administration - Operating $ 38,779,563 | $ 912,811 $ 37,866,752
To decrease indirect costs by $912,811 because fleet management
costs were not deducted from the total amount on the 2017 Actual
Cost Allocation Plan and the agency's final total wages and salaries
amount was not used to calculate the agency's total indirect costs.
Title 55 PA Code, Chapter 3170.60
OCYF Bulletin 00-95-12
CY-370 4 10 3 Administration - Non-Reimbursable Non-PS/Sub. $ 13,232 | $ (13,232)| $ -
To decrease Non-Reimbursable Expenditures by $13,232
to eliminate an error on the Act 148 Invoice submitted to the
Commonwealth Department of Human Services.
Title 55 PA Code, Chapter 3170.95(a)(b)
CY-370A Adjustments
CY-370A 1-E 2 4 Counseling (Delinquent) - Program Income $ 485,186 | $ (38,355)| $ 446,831
2-G 2 Foster Family ( Dependent) - Program Income $ 663,775 | $ (52,473)| $ 611,302
4 2 Administration - Program Income $ 1,683,508 | $ (133,086)| $ 1,550,422
Total Adjustment Amount $ (223,914)
To decrease Program Income by $223,914 to eliminate an
erroneous reporting of Social Security Income on the Act 148
Invoice submitted to the Commonwealth Department of Human
Services and reconcile to the final Program Income ledger.
Title 55 PA Code, Chapter 3170.95(a)(b)
CY-370A 4 9 5 Administration - Medical Assistance $ 394,715 $ (20,114)| $ 374,601

To decrease Medical Assistance by $20,114 to include reductions
made subsequent to the submission of the Act 148 Invoice to the
Commonwealth Department of Human Services and reconcile to
the agency's final revenue ledger.

Title 55 PA Code, Chapter 3170.95(a)(b)




SECTION 2

AMENDED FISCAL REPORTS
FOR THE FISCAL YEAR:

JULY 1, 2018 to JUNE 30, 2019



PHILADELPHIA COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1,2018 TO JUNE 30, 2019
AMENDED
COMPUTATION OF FINAL NET STATE SHARE

Approved State Allocation' $ 340,384,122
Supplemental Act 148 4,030,473
Total State Allocation 344,414,595
State Share (CY348)” $ 359,799,427
Less: Major Service Category Adjustment 0
Net State Share $ 359,799,427
Less: Expenditures in Excess of the Approved State Allocation 15,384,832
Final Net State Share Payable’ $ 344,414,595
Actual Act 148 Revenues Received” 344,414,595
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.

> No amount is due to the County or State because the Children and Youth Agency's expenditures exceeded
the Total State Act 148 Allocation by $15,384,832, as detailed on this page. While our adjustments resulted in
a net increase of $18,805,583 in expenditures for the agency for said fiscal year, as detailed on page 15 of this
report, the agency cannot receive state reimbursement in excess of the Total State Act 148 Allocation. Thus,
there is no impact on the the Final Net State Share of Expenditures.
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PHILADELPHIA COUNTY CHILDREN AND YOUTH AGENCY

FOR THE PERIOD JULY 1, 2018 TO JUNE 30, 2019
AMENDED
SUMMARY OF EXPENSE AND EXPENSE ADJUSTMENTS

COST CENTER ITEMS

Adoption Service
Adoption Assistance
Subsidized Permanent Legal Custodianship
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 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

13,361,281  $ 13,747  $ 13,375,028
58,381,239 2 58,381,241
10,428,047 1 10,428,048
98,680,725 20,058,081 118,738,806
1,579,225 1 1,579,226
4,506,692 2 4,506,694

0 0 0
39,824,353 3,726 39,828,079
0 0 0
12,475,117 (44,544) 12,430,573
54,855,611 (495,816) 54,359,795
4,498,995 35,622 4,534,617
2,117,705 1 2,117,706
27,829 1 27,830
22,277,471 (9,579) 22,267,892
3,521,922 2,261 3,524,183
129,800,928 125,059 129,925,987
5,809,273 (6,653) 5,802,620
30,054,472 (2,018,773) 28,035,699
33,761,546 53,494 33,815,040
8,097,603 (7,426) 8,090,177
23,873,265 0 23,873,265
83,345,345 1,096,377 84,441,722
641,278,645 18,805,583 660,084,228
0 0 0
641,278,645 $ 18,805,583  $ 660,084,228

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

77,799,231  $ (311,979) $ 77,487,252
61,322,057 1,355 61,323,412
68,809,286 3 68,809,289
99,714,480 1,099,427 100,813,907
333,352,048 16,626,681 349,978,729

281,543 1,390,096 1,671,639

641,278,645 18,805,583 660,084,228
0 0 0
$ 641,278,645 $ 18,805,583 $ 660,084,228
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PHILADELPHIA COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1, 2018 TO JUNE 30, 2019

ADJUSTMENT SCHEDULE

REPORT REFERENCE
AD]J. AS REPORTED | INCREASE/ ADJUSTED
SCHEDULE| LINE | COLUMN| NO. EXPLANATION OF ADJUSTMENTS OR ADJUSTED | (DECREASE) TOTAL
CY370 Adjustments
CY-370 1-A 1 1 Adoption Service - Wages and Salaries $ 5,030,251 | $ 38| $ 5,030,213
CY-370 1-D 1 Counseling (Dependent) - Wages and Salaries $ 2,829,874 | $ an| s 2,829,857
CY-370 1-J 1 Intake & Referral - Wages and Salaries $ 21,560,782 [ $ (190)] $ 21,560,592
CY-370 1-M 1 Protective Service Child Abuse - Wages and Salaries $ 2,510,091 | $ (181)] $ 2,509,910
CY-370 1-N 1 Protective Service General - Wages and Salaries $ 13,793,546 | $ 992)[ $ 13,792,554
CY-370 1-0 1 Service Planning - Wages and Salaries $ 430,302 | $ (€281 430,271
CY-370 | 2-C 1 Community Residential (Dependent) - Wages and Salaries $ 239,056 | $ an| s 239,039
CY-370 2-E 1 Emergency Shelter (Dependent) - Wages and Salaries $ 23,905 | $ M| s 23,904
CY-370 2-G 1 Foster Family (Dependent) - Wages and Salaries $ 860,602 [ $ [ 860,541
CY-370 2-1 1 Supervised Independent Living (Dependent) - Wages and Salaries | $ 119,528 | $ ®)$ 119,520
CY-370 3-B 1 Residential Service (Dependent) - Wages and Salaries $ 406,395 | $ 29| $ 406,366
CY-370 3-D 1 Secure Residential Service - Wages and Salaries $ 191,245 | § 14| s 191,231
CY-370 4 1 Administration - Wages and Salaries $ 27,100,206 | $ (310,400)| $ 26,789,806
CY-370 1-A 2 Adoption Service - Employee Benefits $ 3,980,941 | $ 30)[ $ 3,980,911
CY-370 1-D 2 Counseling (Dependent) - Employee Benefits $ 2,239,562 | $ 14)] $ 2,239,548
CY-370 1-J 2 Intake & Referral - Employee Benefits $ 17,063,204 | $ (150)| $ 17,063,054
CY-370 1-M 2 Protective Service Child Abuse - Employee Benefits $ 1,986,486 | $ (143)( $ 1,986,343
CY-370 1-N 2 Protective Service General - Employee Benefits $ 10,916,212 | $ (785)( $ 10,915,427
CY-370 1-0 2 Service Planning - Employee Benefits $ 340,541 | $ 24)]$ 340,517
CY-370 2-C 2 Community Residential (Dependent) - Employee Benefits $ 189,190 | $ 14)] $ 189,176
CY-370 2-E 2 Emergency Shelter (Dependent) - Employee Benefits $ 18,918 | $ D[ $ 18,917
CY-370 2-G 2 Foster Family (Dependent) - Employee Benefits $ 681,080 | $ “49)] $ 681,031
CY-370 2-1 2 Supervised Independent Living (Dependent) - Employee Benefits | $ 94,594 [ $ ©)|$ 94,588
CY-370 3-B 2 Residential Service (Dependent) - Employee Benefits $ 321,621 | $ 23)|$ 321,598
CY-370 3-D 2 Secure Residential Service - Employee Benefits $ 151,352 | $ anls 151,341
CY-370 4 2 Administration - Employee Benefits $ 21,198,848 | $ 2,605 |$ 21,201,453
CY-370 1-B 3 Adoption Assistance - Subsidies $ 58,381,239 | $ 218 58,381,241
CY-370 1-C 3 Subsidized Permanent Legal Custodianship - Subsidies $ 10,428,047 | $ 1{$ 10,428,048
CY-370 1-A 4 Adoption Service - Operating $ 3,439,670 | $ 14,308 | $ 3,453,978
CY-370 1-D 4 Counseling (Dependent) - Operating $ 4,470,740 | $ 39,724 [ $ 4,510,464
CY-370 1-E 4 Counseling (Delinquent) - Operating $ 120 ($ 1,371,350 [ § 1,371,470
CY-370 | 1-J 4 Intake & Referral - Operating $ 1,195,899 | $ 4179 $ 1,200,078
CY-370 1-M 4 Protective Service Child Abuse - Operating $ 7,970,723 | $ 41,861)[ $ 7,928,862
CY-370 1-N 4 Protective Service General - Operating $ 30,102,897 | $ (481,076)| $ 29,621,821
CY-370 1-0 4 Service Planning - Operating $ 3,726,812 | $ 36,082 | $ 3,762,894
CY-370 | 2-C 4 Community Residential (Dependent) - Operating $ 681,146 | $ (5,416)[ $ 675,730
CY-370 | 2-D 4 Community Residential (Delinquent) - Operating $ 822518 (3,916) $ 4,309
CY-370 2-E 4 Emergency Shelter (Dependent) - Operating $ 231,855 | $ 2,459 | $ 234,314
CY-370 2-F 4 Emergency Shelter (Delinquent) - Operating $ 371 $ (176) $ 195
CY-370 | 2-G 4 Foster Family (Dependent) - Operating $ 10,430,706 | $ 126,723 | $ 10,557,429
CY-370 | 2-H 4 Foster Family (Delinquent) - Operating $ 1,622 | $ (772) $ 850
CY-370 2-1 4 Supervised Independent Living (Dependent) - Operating $ 266,145 | $ 4,072) $ 262,073
CY-370 2-] 4 Supervised Independent Living (Delinquent) - Operating $ 5,169 | $ 2,461)| $ 2,708
CY-370 3-B 4 Residential Service (Dependent) - Operating $ 2,229,697 | $ 10,435 [ $ 2,240,132
CY-370 | 3-C 4 Residential Service (Delinquent) - Operating $ 16,933 | $ (8,063)| $ 8,870
CY-370 | 3-D 4 Secure Residential Service - Operating $ 68,583 [ $ (13,062)| $ 55,521
CY-370 4 4 Administration - Operating $ 34,867,167 | $ 28,277 [ $ 34,895,444
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REPORT REFERENCE

ADJ. AS REPORTED INCREASE/ ADJUSTED
SCHEDULE| LINE | COLUMN NO. EXPLANATION OF ADJUSTMENTS OR ADJUSTED | (DECREASE) TOTAL
CY-370 Adjustments (continued)
CY-370 1-A 5 1 Adoption Service - Purchased Services $ 908,781 | $ 1% 908,782
CY-370 1-D 5 Counseling (Dependent) - Purchased Services $ 68,475,355 | $ 17,987,738 | $ 86,463,093
CY-370 1-E 5 Counseling (Delinquent) - Purchased Services $ 15,784,481 | $ 657,697 | $ 16,442,178
CY-370 1-F 5 Day Care - Purchased Services $ 1,579,225 | $ 1(8$ 1,579,226
CY-370 1-H 5 Day Treatment (Delinquent) - Purchased Services $ 1,881,408 | $ 213 1,881,410
CY-370 1-P 5 Juvenile Act Proceedings (Dependent) - Purchased Services $ 1,556,046 | $ 118 1,556,046
CY-370 2-A 5 Alternative Treatment (Dependent) - Purchased Services $ 27,829 | $ 1($ 27,830
CY-370 2-C 5 Community Residential (Dependent) - Purchased Services $ 19,134,646 | $ 11$% 19,134,647
CY-370 2-D 5 Community Residential (Delinquent) - Purchased Services $ 2,024,464 | $ 118% 2,024,465
CY-370 2-E 5 Emergency Shelter (Dependent) - Purchased Services $ 2,859,644 | $ 1($ 2,859,645
CY-370 2-G 5 Foster Family (Dependent) - Purchased Services $ 117,728,675 | $ 11$ 117,728,676
CY-370 2-H 5 Foster Family (Delinquent) - Purchased Services $ 95,563 | $ 1% 95,564
CY-370 2-1 5 Supervised Independent Living (Dependent) - Purchased Services | $ 5,073,051 | $ 3($% 5,073,054
CY-370 2-J 5 Supervised Independent Living (Delinquent) - Purchased Services | $ 250,413 | $ 113 250,414
CY-370 3-A 5 Juvenile Detention Service - Purchased Services $ 30,053,642 | $ (2,018,773)| $ 28,034,869
CY-370 3-B 5 Residential Service (Dependent) - Purchased Services $ 16,973,520 | $ 1,612 | $ 16,975,132
CY-370 3-C 5 Residential Service (Delinquent) - Purchased Services $ 13,812,114 | $ (1,609)| $ 13,810,505
CY-370 3-D 5 Secure Residential Service - Purchased Services $ 7,685,827 | $ 318 7,685,830
CY-370 1-A 6 Adoption Service - Fixed Assets $ 1,638 | $ 494)| $ 1,144
CY-370 1-D 6 Counseling (Dependent) - Fixed Assets $ 24,396 | $ 13,016 | $ 37,412
CY-370 1-E 6 Counseling (Delinquent) - Fixed Assets $ 13,241 | $ (11,413)| $ 1,828
CY-370 1-J 6 Intake & Referral - Fixed Assets $ 4,468 | $ (113)[ $ 4,355
CY-370 1-M 6 Protective Service Child Abuse - Fixed Assets $ 7,817 | $ (2,359)| $ 5,458
CY-370 1-N 6 Protective Service General - Fixed Assets $ 42,956 | $ (12,963)( $ 29,993
CY-370 1-O 6 Service Planning - Fixed Assets $ 1,340 | $ (405)| $ 935
CY-370 2-C 6 Community Residential (Dependent) - Fixed Assets $ 744 | $ 218)| $ 526
CY-370 2-E 6 Emergency Shelter (Dependent) - Fixed Assets $ 74 | $ 2D|$ 53
CY-370 2-G 6 Foster Family (Dependent) - Fixed Assets $ 2,680 | $ (784)| $ 1,896
CY-370 2-1 6 Supervised Independent Living (Dependent) - Fixed Assets $ 373 |'$ (110)| $ 263
CY-370 3-A 6 Juvenile Detention Service - Fixed Assets $ 830 | $ -8 830
CY-370 3-B 6 Residential Service (Dependent) - Fixed Assets $ 1,266 | $ 25,160 | $ 26,426
CY-370 3-C 6 Residential Service (Delinquent) - Fixed Assets $ -8 26,012 | $ 26,012
CY-370 3-D 6 Secure Residential Service - Fixed Assets $ 596 | $ 5,658 | $ 6,254
CY-370 4 6 Administration - Fixed Assets $ 179,124 | $ 1,349,130 | $ 1,528,254
Total Adjustment Amount $ 18,778,818
To increase expenditures by $18,778,818 to include expenditures
not reported on the Act 148 Invoice submitted to the
Commonwealth Department of Human Services and reconcile to
the agency's final expenditure ledgers.
Title 55 PA Code, Chapter 3170.95(a)(b)
CY-370 4 4 2 Administration - Operating $ 34,895,444 | $ 26,765 | $ 34,922,209
To increase indirect costs by $26,765 because the agency's final
total wages and salaries amount was not used to calculate total
indirect costs.
Title 55 PA Code, Chapter 3170.60
OCYF Bulletin 00-95-12
CY-370A Adjustment
CY-370A | 2-G 2 3 Foster Family (Dependent) - Program Income $ 961,558 | $ 24,048 | $ 985,606
4 2 Administration - Program Income $ 1,367,226 | $ 34,193 | $ 1,401,419
Total Adjustment Amount $ 58,241

To increase Program Income by $58,241 to include revenue not
reported on the Act 148 Invoice submitted to the Commonwealth
Department of Human Services and reconcile to the agency's final
Program Income ledger.

Title 55 PA Code, Chapter 3170.95(a)(b)
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SECTION 3

STATUS OF PRIOR
ENGAGEMENT FINDING AND
RECOMMENDATIONS



PHILADELPHIA COUNTY CHILDREN AND YOUTH AGENCY
STATUS OF PRIOR ENGAGEMENT FINDING AND RECOMMENDATIONS

The prior report included the following finding:
Lack of Internal Control Policies and Procedures to Reduce the Risk of Paving

Overbillings or Fraudulent Billings Submitted by Contracted In-Home Purchased Service
Providers

In our prior engagement report, for the fiscal years July 1, 2014 to June 30, 2017, we cited the
agency for failing to develop and implement internal control policies and procedures to require
adequate supporting documentation evidencing that services related to fees invoiced by all In-
Home Purchased Service providers, and paid by the agency, were actually provided, and if
provided, provided in adherence to the requirement of the respective provider contract terms.

During the conduct of our current engagement, we found that the agency implemented
corrective actions in response to the recommendations included in our prior engagement report.
However, because some of those corrective actions were not implemented until after the end of
the current engagement period, we concluded that the issuance of a repeat finding is warranted
because these control deficiencies and corresponding risks continued to exist for some of the
invoices submitted by In-Home Purchased Service providers during our current engagement
period.
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SECTION 4

CURRENT ENGAGEMENT
FINDING AND
RECOMMENDATIONS



PHILADELPHIA COUNTY CHILDREN AND YOUTH AGENCY
CURRENT ENGAGEMENT FINDING AND RECOMMENDATIONS

Finding — Unresolved Prior Recommendations — Lack of Internal Control Policies and
Procedures to Reduce the Risk of Paying Overbillings or Fraudulent Billings Submitted
by Contracted In-Home Purchased Service Providers

Condition: As detailed in the Status of Prior Engagement Findings and Recommendations
section of this report, the agency lacked internal control procedures designed to sufficiently
reduce the risk of paying overbillings or fraudulent billings submitted by two types of
contracted In-Home Purchased Service providers.

For the fiscal years included in our current engagement scope period, as detailed in the chart
below, the agency contracted with three types of In-Home Purchased Service Providers who
managed the expenditure of, or directly expended, In-Home Purchased Services funds. The
three types of In-Home Purchased Service Providers (providers) were:

e Community Umbrella Agencies (CUAS)

e Service providers with which the agency directly contracts (Direct Providers)

e Fiduciaries, which allocate In-Home preventative services funds to subcontractors
to provide services

In-Home Purchased Services funds paid to each type of provider are detailed in the following
table:

Fiscal

Year CUAs Direct Providers? Fiduciaries Totals
2017-18 $10,080,037.31 $54,234,831.53 $18,476,457.60 $82,791,326.44
2018-19 $11,319,087.78 $58,964,020.16 $18,483,422.40 $88,766,530.34
Totals $21,399,125.09 $113,198,851.69 $36,959,880.00 | $171,557,856.78

The agency began contracting with CUAs in 2013 as part of its Improving Outcomes for
Children initiative.> As a result, Philadelphia was divided into 10 regions for the purpose of at-
risk service provision. Direct providers provide In-Home Purchased services to children and

2 The amounts in the table do not include $11,788,806 of costs associated with Adoption, Day Care, and Juvenile
Act Proceedings because those costs are not affected by the internal control deficiencies described in this finding.
All costs in those categories were made to direct care providers.

3 The six CUASs operate on a regional community-based approach basis in a total of ten regions under a community
based approach to child welfare in which each family has one case manager and one plan. Each year, the agency
enters into two contracts with each CUA — one for case management services, which are not In-Home Purchased
Services, and one for prevention services, which are In-Home Purchased Services. As it relates to In-Home
Purchased Service expenditures, the CUAs are funded on a program funded basis whereby the CUAs operating
costs are reimbursed, subject to agreed-upon budgetary maximums.
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families via contract on a fee for service basis while fiduciaries allocate In-Home preventative
services funds to subcontractors who provide these services. Funds are provided to fiduciaries
on a contracted maximum basis as a result of negotiations between the agency and each
fiduciary, which includes costs for wages and benefits for fiduciaries’ staff members and the
total costs of In-Home Purchased services subcontracted to these providers.

Children and Youth providers/contractors bill for services either on a Fee For Service basis
(FFS) or a Program Funded (PF) basis. FFS providers bill an agreed upon dollar amount for a
unit of services, such as for 15 minutes of service time. PF providers bill for reimbursement in
a manner which is predetermined by the agency, which is often reimbursement of their
operating costs. Because the fiduciaries manage the provision of In-Home services rather than
directly providing services, both of the fiduciaries are PF providers.

Monitoring of CUAs

During our current engagement, we determined that the agency continued to provide sufficient
monitoring of CUAs. The Fiscal Monitoring Unit’s (FMU’s) fiscal-related monitoring
procedures include the conduct of annual fiscal and program related on-site reviews of each of
the ten CUAs. During the conduct of these on-site reviews, documentation evidencing CUA
salaries and benefits, operating costs, and indirect costs are compared to the agency received
invoices. At the conclusion, a fiscal review final report with results and findings is created, and
disputed costs are recovered from future payments. To re-assess the sufficiency of these
procedures, we reviewed six on-site fiscal review reports completed by the FMU, which in total
included coverage of six different CUAs and expenditures for each of the fiscal years included
in our current engagement scope period. We concluded that monitoring procedures performed
continue to provide agency management reasonable assurance the operating costs invoiced
were substantiated and that invoiced and paid for services were actually provided.

Monitoring of Direct Providers

Monitoring procedures for payments to Direct Providers was implemented in February 2018
when a risk assessment was performed and the agency reviewed the February 2018 invoices for
providers assessed as higher risk. The agency’s policy is to review each In-Home provider at
least once every three years. Starting the 2018-2019 fiscal year, invoice sampling was expanded
to randomly select months for the fiscal year. Selected providers are contacted and submit
support documentation to substantiate submitted invoices. The provider is notified if any
discrepancies are found and a plan of correction is requested. A follow-up inspection is
performed by Philadelphia DHS to determine whether the corrective actions were implemented.
To assess the sufficiency of the procedures, we selected six reviews and concluded that
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monitoring procedures performed provide agency management reasonable assurance the
invoiced costs were substantiated and that paid for services were actually provided.

Monitoring of Fiduciaries

The agency contracted with two fiduciaries to allocate In-Home preventative services funds to
subcontractors. The agency’s contract with the fiduciary that receives a majority of the funds
requires that the fiduciary review all of its contractors’ invoices for accuracy and completeness
and review the performance of attendance audits to ensure the validity of client and/or parent
attendance. However, the contract with the second fiduciary did not include any monitoring
requirements. Furthermore, fiscal-related agency monitoring procedures for payments to
fiduciaries were not implemented until after the end of our engagement scope period. Therefore,
we concluded that for the fiscal years included in our engagement period, the agency did not
perform sufficient fiscal related monitoring of contracted fiduciaries to obtain reasonable
assurance that invoiced and reimbursed operating costs for the fiduciaries were actually
incurred and that the services for which the fiduciaries’ subcontractors billed were actually
provided.

Criteria: The following section of 55 Pa. Code Chapter 3140, Planning and Financial
Reimbursement Requirements for County Children and Youth Social Service Programs:

Section 3140.21. Reimbursement for Services. General. “(a) Under section 704.1 of the
[Human Services] (62 P.S. § 704.1), the Department reimburses expenses incurred by the
county for children and youth social services, including services to alleged and adjudicated
dependent and delinquent children according to an approved county plan and budget estimate
up to the amount of State funds allocated to the county under section 709.3 of the [Human
Services] Code (62 P.S. § 709.3).”

o Office of Children, Youth and Families (OCYF) Bulletin 3140-06-06, applicable for
fiscal year ended 6/30/2011; Bulletin 3140-11-02, applicable for fiscal year ended
6/30/2012; Bulletin 3140-13-01, applicable for fiscal year ended 6/30/2013; Bulletin
3140-13-05, applicable for fiscal year ended 6/30/2014: Act 148 Invoicing Procedures
for County Child Social Services - Instructions for Completion of Expenditure Report.
This form is a report of the ACTUAL EXPENDITURES of the County Children and
Youth Agency (CCYA).

The following sections of 55 Pa. Code § 3170, Allowable Costs and Procedures for County
Children and Youth:
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e Section 3170.2. Definitions. Program funded agency — An agency whose total eligible
expenditures are funded in a manner which is predetermined by the appropriate county
authorities.

e Section 3170.23(a). Purchase of Service. Purchase of service funding may be by unit
of service funding or by program funding.

e Section 3170.85. Responsibility of the County. “...the county executive officers shall
be responsible for the effective execution of each purchase of service agreement...”

o Section 3170.91. County Responsibility. “The county is responsible for the general
fiscal management of the county agency. This includes maintaining fiscal records of
expenditures and revenues of the program, providing data for budgeting and expenditure
reporting to the Department, monitoring the financial activities of the program, and
other activities related to the fiscal operations of the program.”

o Section 3170.92(b). Accountability for Expenditures for Clients. Records Maintenance.
“County agencies shall maintain sufficient and appropriate records and data to justify
payment for expenses by the Department. The local authorities or contractors shall
maintain books, records, documents and other evidence and accounting procedures and
practices, sufficient to reflect properly all direct and indirect costs of whatever nature
claimed to have been incurred and anticipated to be incurred for funds supported by the
Department and for which reimbursement is claimed...”

Cause: We first notified the agency of the need for fiscal-related monitoring procedures during
our engagement that was completed in January 2016. Agency officials, several of whom began
employment with the agency after January 2016, have worked to develop the fiscal related
monitoring policies and implement corresponding procedures as described above. However,
due to the extent of effort necessary to implement effective fiscal-related monitoring
procedures, coupled with other important priorities of the agency, some needed fiscal-related
monitoring policies and procedures were not implemented prior to the end of the current
engagement period.

Effect: The agency did not have sufficient fiscal-related monitoring controls in place to reduce
the agency’s risk of paying erroneous or fraudulent billings submitted by direct providers and
fiduciaries for In-Home Purchased Services provided during the fiscal years included in our
current engagement period, which increased the agency’s risk of:

e Failure to detect fraudulent or erroneous In-Home provider billings (invoices).
e Failure to prevent or detect improper payments for such invoices.
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e Inappropriately billing the Commonwealth DHS for such improper payments.
e Receipt of Act 148 funds to which the agency may not be entitled.

Recommendation: We recommend that agency management ensure that the fiscal-related
monitoring policy and procedures that they stated were recently implemented are sufficient to
reduce the agency’s risk of paying for erroneous and fraudulent In-Home Purchased Service
billings for fiduciaries, including providing agency management reasonable assurance that the
services related to the fees invoiced by contracted In-Home Purchased Service providers were
actually provided, and provided in adherence to executed contract terms.

Specifically, the written fiscal-related monitoring policy, and corresponding procedures, must
be sufficient to assess the costs incurred by fiduciary subcontractors.

Furthermore, we again recommend that agency management ensure that:

e Agency staff responsible for reviewing and approving submitted In-Home Purchased
Services providers’ invoices for payment are made aware of the results of fiscal-related
monitoring reviews of direct providers and fiduciaries and, for which significant
documentation deficiencies have been identified, the impact on the agency’s review and
approval process for these providers.

e The agency maintains sufficient evidence substantiating the results of all fiscal-related
monitoring procedures performed to obtain reasonable assurance that contracted. In-
Home Purchased Services performed by direct providers and fiduciaries were provided
in adherence to DHS regulations and executed contract terms and to reduce the agency’s
risk of erroneous and/or fraudulent billings submitted by contracted In-Home Purchased
Services providers going undetected.

Finally, we recommend that the agency include a fiscal monitoring requirement in its contract
with the fiduciary that did not contain such a requirement and, moving forward, ensure that
such a requirement is included in all contracts with fiduciaries.

Agency Representative Response: The County agrees with the scope and timeframe of the
audit and has since made changes to resolve the issues in future fiscal years.

Auditor’s Conclusion: We commend the agency’s management on acknowledging the
deficiencies that existed in the agency’s invoice review and approval process for In-Home
Purchased Services providers during the fiscal years included in our engagement period and
their efforts to develop and implement formal, written fiscal-related monitoring policy and
procedures for these contracted In-Home Purchased Services providers. During our next audit
of the agency, we will review and determine whether the agency’s implemented monitoring
policy and procedures are adequate to reduce the agency’s risk of overbillings and fraudulent
billings submitted by contracted In-Home Purchased Services providers going undetected.
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Observation — Despite the Pennsylvania Department of Human Services Apparent Strides
in Increasing the Protection of At-Risk Children in the Care of Contracted In-Home
Preventative Service Providers, DHS Failed to Review the Adequacy of the C&Y Agencies
Procedures and Results for Ensuring these Providers Comply with CPSL Requirements

The vast majority of Pennsylvania’s County Children and Youth (C&Y) agencies contract with
non-government In-Home Preventative Service providers (contracted providers) to deliver
services to children outside of an institutional or community-based setting, and those services
are referred to as In-Home Purchased Services.* The Child Protective Services Law (CPSL)
requires the conduct of Criminal Background Checks and Child Abuse History Clearances
(certifications) for all contracted providers’ (and their respective subcontractors’) employees
and direct volunteers.’

Since 2016, we have communicated concerns to the Pennsylvania Department of Human
Services (DHS) that these contracted providers were not being monitored for compliance with
the CPSL certification mandates. Specifically, this needed monitoring relates to obtaining
assurance as to the sufficiency of each C&Y agency’s procedures for reviewing the
certifications of contracted providers’ employees and volunteers and their respective
subcontractors, whose duties require them to come into direct contact with children and taking
appropriate corrective actions when disqualifying incidents are identified. Furthermore, these
contracted providers are not subject to licensure nor annual inspections under the Human
Services Code (Code).® Our concerns continue to be communicated through the inclusion of a
standardized observation in our C&Y Program engagement reports and through correspondence
with DHS.

In February 2018, DHS senior management staff affirmed that DHS is responsible for
communicating contract-monitoring expectations to the C&Y agencies and for implementing a

4 Institutional and community-based settings are those in which the child is outside of the home for the entire time
(e.g., Juvenile Detention, Residential Services, Secure Residential, Youth Development Camps, Youth Forestry
Camps, Foster Care, Emergency Shelter, Group Homes, etc.). In-Home supportive services are provided while
the child is in their own home or supportive services provided to the child or child’s family while the child is in
substitute care.

523 Pa.C.S. §§ 6344 and 6344.2. Please note that CPSL 23 Pa.C.S. § 6344.4 now requires recertification of the
required state and federal background checks and the child abuse clearance every 60 months.

% Based on a recent communication with DHS in early September 2020, the state agency candidly indicated that it
lacks sufficient budgetary resources, leading to inadequate staffing to provide for the licensure and inspection of
these contracted providers, which includes a large population of not only these providers, but also their
subcontractors. Further, the implication of these budgetary constraints is that it would not be reasonable to pursue
or support related legislation to make these contracted providers and their subcontractors subject to licensure and
inspection. Please see the Special Note in Endnote 1.
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method to ensure certification monitoring is being performed adequately. DHS staff also stated
these expectations were communicated to C&Y agencies on numerous occasions since 2016.

Our 2018 Position Statement Letter

On March 18, 2018, we sent a Position Statement Letter to then DHS Deputy Secretary for
Children, Youth and Families, which was also delivered to the Pennsylvania Senate and House
of Representatives’ children and youth committee chairs. The major purpose of our letter was
to express our concerns, as detailed above.

DHS Corrective Actions Taken

In an effort to further address our concerns, DHS expanded its CPSL adherence requirements
for C&Y agencies through the issuance of its 2019 revision of its Single Audit Supplement
(supplement) for counties, effective for the fiscal year ended June 30, 2019. The supplement
included the following requirements for C&Y agencies and their auditors who conduct Single
Audits of counties.

C&Y agencies are required to:

*  Monitor contracted provider adherence to the CPSL background check requirements to
assure the safety of children receiving prevention, reunification, and aftercare services
(services coded as in-home).

* Document these efforts and report them to DHS on a supplemental schedule included
in each counties’ Single Audit package.

* Create a listing of contracted providers that deliver in-home coded services.

* Monitor a sample of contracted providers’ compliance with the CPSL requirements,
including checking for incidents since the date of the background clearances.

» Communicate any violations to contracted providers and obtain a corrective action plan.

* Follow-up on implementation of the corrective action plan within six months.

*  Document the results of the monitoring.

As part of the Single Audit, the auditors are required to perform agreed-upon procedures with
regard to the supplemental schedule noted above, including the following:

» Obtain a listing of contracted providers that deliver in-home coded services for the C&Y

agency.
» Test the listing of contracted providers for completeness.
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* Analyze the C&Y agency’s documentation of monitoring activities for adequacy of
monitoring, the C&Y agency’s obtaining of any necessary corrective action plans, the
C&Y agency’s timely follow-up on corrective action plans, and the adequacy and
accuracy of the monitoring documentation as represented on the supplemental schedule.

» Disclose any exceptions or findings within the Single Audit package for items not
reflected on the supplemental schedule.

Our Current Position

We believe that the requirements that DHS included in its supplement are great first steps in
obtaining assurance of the C&Y agencies’ compliance with the CPSL certification
requirements. Specifically, having independent auditors reviewing the adequacy of the C&Y
agencies’ monitoring of the CPSL background check requirements for contracted providers
annually, and reporting the C&Y agencies’ monitoring efforts in a supplemental schedule of
the Single Audit package that is provided to DHS appears to be effective. As part of the CPSL
certification monitoring process, it is incumbent upon DHS to review the supplemental schedule
and any exceptions or findings within the Single Audit packages to ascertain whether the C&Y
agencies are properly monitoring for CPSL certification requirements of its contracted
providers. However, as of March 2021, DHS officials acknowledged that staff have not started
reviewing the Single Audit packages for this purpose.’

This lack of review by DHS is especially concerning considering DHS as the oversight agency
could remain unaware of improper monitoring being performed by a C&Y agency and/or non-
compliance with the CPSL occurring despite receiving an audit report disclosing such
information. Therefore, we believe that it is imperative that DHS review the Single Audit
packages for CPSL compliance by the C&Y agencies in a timely manner.

Alternatively, DHS could implement its own monitoring process whereby it reviews the
adequacy of each C&Y agency’s monitoring to ensure the agency’s contracted providers and
their subcontractors complied with CPSL certification requirements. The process would include
reviewing the corrective actions plans when disqualifying incidents were identified and
verifying that the corrective action plans were implemented.i

7 DHS informed us that they merely verbally inquire about the status of C&Y agencies’ respective corrective action
plans during their monitoring process.
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Conclusion

As the oversight agency, it is our opinion that DHS should ensure that every C&Y agency and
its respective contracted providers are actually adhering to the CPSL certification requirements.
This specifically relates to obtaining assurance as to the adequacy of each C&Y Agency’s
procedures for reviewing the certifications of their contracted providers’ employees and
volunteers and their subcontractors (whose duties require them to come into direct contact with
children) and taking appropriate corrective action when disqualifying incidents are identified.
We continue to believe that these children remain particularly vulnerable because contracted
in-home services are often times provided outside the presence and view of others.

i Special Note: In marked contrast to contracted foster care parents/providers and day treatment
centers/child residential facilities, as well as 12 other types of facilities and programs, these
C&Y contracted providers are not subject to annual licensure and an inspection process in
accordance with the Human Services Code (Code). As noted in an earlier footnote, DHS
recently made the candid statement that it lacks sufficient budgetary resources, leading to
inadequate staffing to provide for the licensure and inspection of these contracted providers.

Our Department understands and appreciates these budgetary difficulties and that it may not be
practical, but it is definitely reasonable to have licensure and inspections under the Code for
this very large population of these C&Y agencies’ contracted providers and their
subcontractors.
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