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The Commissioners of Susquehanna County
Susquehanna County Courthouse

31 Lake Avenue (P.O. Box 218)

Montrose, PA 18801

Dear Commissioners:

We attempted to fulfill 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 Susquehanna County Children and Youth Services
(agency) for the purpose of ascertaining and certifying the actual commonwealth expenditures
incurred on behalf of children residing within the county for the fiscal years July 1, 2019 to June
30, 2020, and July 1, 2020 to June 30, 2021 (herein referred to as the 2019-2020 fiscal year and
2020-2021 fiscal year). The scope of our engagement was limited to the 2019-2020 and 2020-2021
fiscal reports submitted to the Pennsylvania Department of Human Services (DHS) as part of the
Act 148 Invoice Packages.

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
attempt 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 ef seq. and 3170.1 et seq.). The
engagement was not conducted, nor was it required to be, in accordance with professional auditing
or attestation standards. However, because of the matters discussed below, we were not able to
ascertain and certify the actual Commonwealth expenditures incurred on behalf of children
residing within Susquehanna County.

The agency could not provide documentation to support the total amount of expenditures reported
by the agency for the fiscal years 2019-2020 and 2020-2021. As a result, we could not determine
which transactions comprised the reported expenditure amounts, and we therefore could not
perform procedures to conclude on the accuracy of the expenditures reported on the agency’s fiscal



reports. We also found that the agency did not account for or report certain program income
received as described in the adjustments described below. DHS regulations specify that the actual
expenditures incurred on behalf of children resident within the county be reported net of related
program income, and therefore any errors in the reporting of program income affects the net
expenditures reported. Finally, because the reported expenditure amounts affect the Act 148 state
share amount reported on the agency’s CY-348 fiscal summary, we also could not determine the
accuracy of the reported Act 148 state share amount. Additional details regarding this matter are
included in the finding included in this report.

Because of the significance of the matters described in the preceding paragraph, we could not
achieve our objective of ascertaining and certifying the actual Commonwealth expenditures
incurred on behalf of children resident within the county for the fiscal years 2019-2020 and 2020-
2021.

Despite the matters described above, we did perform procedures using the documentation available
to us related to program income, and the results of those procedures are described in the bulleted
items below.! The results described below, however, are limited to program income and we
reiterate that we were not able to and do not certify the enclosed, uncertified fiscal reports.

e For the 2019-2020 fiscal year, our engagement resulted in one adjustment being made
to the agency’s submitted fiscal reports. This adjustment in total impacted the agency’s
Net State Share by increasing program income by $7,823. Based on the application of
the state participation rates, this adjustment resulted in an amount due to the state
totaling $6,258.

e For the 2020-2021 fiscal year, our engagement resulted in one adjustment being made
to the agency’s submitted fiscal reports. This adjustment in total impacted the agency’s
Net State Share by increasing program income by $3,193. Based on the application of
the state participation rates, this adjustment resulted in an amount due to the state
totaling $2,526.

This report includes the following finding:

Finding — (Repeat Finding) Susquehanna County Children and Youth Failed to Provide
Complete Financial Records and Supporting Documentation to Substantiate
Reported Expenditures and Failed to Report Expenditures on the Accrual Basis
of Accounting

! We obtained documentation from the county that provided evidence of program income that the agency received
from the county but did not include in the fiscal reports submitted to DHS. Because our testing of program income
was not affected by the agency’s inability to provide documentation to support the expenditures reported in the fiscal
reports, we included the adjustments related to program income in the enclosed, uncertified fiscal reports.



The results of our engagement procedures, as presented in this report, were discussed with County
representatives and agency management at an exit conference held on March 5, 2024.

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 the uncertified fiscal reports. You will be notified by DHS of the decisions made
regarding the approval and finalization of any recommended adjustment amounts and the final
reconciliation of federal revenues not included in the scope of our engagement 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 §
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,

_Y’Z—g«\\\/ T e, T,

Timothy L. DeFoor
Auditor General
March 7, 2024
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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 attempt to determine
whether the agency’s actual, cumulative expenditures and revenues were properly reported to DHS
for the respective fiscal years.

We did not evaluate the agency’s provision of services or compliance with requirements in the
Child Protective Services Law (CPSL). The Commonwealth of Pennsylvania Department of
Human Services monitors each county’s provision of children and youth services and requires
auditors who conduct the Single Audit of a county to evaluate the county’s monitoring of
contracted providers of prevention, reunification, and aftercare services (services coded as in-
home) for compliance with CPSL background check requirements.


https://www.dhs.pa.gov/contact/DHS-Offices/Pages/OA-Bureau%20of%20Financial%20Operations.aspx

SECTION 1

UNCERTIFIED FISCAL
REPORTS

FOR THE FISCAL YEAR:

JULY 1, 2019 to JUNE 30, 2020



SUSQUEHANNA COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1, 2019 TO JUNE 30, 2020
UNCERTIFIED
COMPUTATION OF FINAL NET STATE SHARE

Approved State Allocation’ $ 2,333,189
Supplemental Act 148 0
Total State Allocation 2,333,189
State Share (CY348)? $ 1,872,825
Less: Major Service Category Adjustment 0
Net State Share $ 1,872,825
Less: Expenditures in Excess of the Approved State Allocation 0
Final Net State Share Payable’ $ 1,872,825
Actual Act 148 Revenues Received” 1,879,083
Net Amount Due County/(State)’ $ (6,258)

! 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 auditor's adjustments are considered.

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

4 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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SUSQUEHANNA COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1, 2019 TO JUNE 30, 2020
UNCERTIFIED
SUMMARY OF EXPENSE AND EXPENSE ADJUSTMENTS

AS AS
REPORTED INCREASE AMENDED PER
COST CENTER ITEMS PER CY370 (DECREASE) CY370
Adoption Service $ 311,675 $ 0 $ 311,675
Adoption Assistance 407,910 0 407,910
Subsidized Permanent Legal Custodianship 258,691 (0] 258,691
Counseling 223,483 0 223,483
Day Care 0 0 0
Day Treatment 0 0 0
Homemaker Service 29,807 (0} 29,807
Intake and Referral 312,930 0 312,930
Life Skills 0 0 0
Protective Service - Child Abuse 119,212 (0} 119,212
Protective Service - General 283,128 0 283,128
Service Planning 59,608 (0} 59,608
Juvenile Act Proceedings 2,396 (0} 2,396
Alternative Treatment (0] (0] (0]
Community Residential 79,364 (0] 79,364
Emergency Shelter (0] 0 (0]
Foster Family 367,720 (6] 367,720
Kinship Care 205,281 (0} 205,281
Supervised Independent Living (0] 0 0
Juvenile Detention Service 36,453 (0] 36,453
Residential Service 357,380 (0] 357,380
Secure Residential Service (Except YDC) (0] 0 0
YDC Secure 0 ) (0}
Administration 89,405 (0] 89,405
Combined Total Expense 3,144,443 (0] 3,144,443
Less Non-reimbursables 0 (0] 0
Total Net Expense $ 3,144,443 $ 0 $ 3,144,443
AS AS
REPORTED INCREASE AMENDED PER
OBJECTS OF EXPENDITURE PER CY370 (DECREASE) CY370
Wages and Salaries $ 1,013,785 $ 0 $ 1,013,785
Employee Benefits 349,724 0 349,724
Subsidies 666,247 0 666,247
Operating 77,746 (0] 77,746
Purchased Services 989,303 (0} 989,303
Fixed Assets 47,638 (0} 47,638
Combined Total Expense 3,144,443 (0} 3,144,443
Less Non-reimbursables 0 0 [0}
Total Net Expense $ 3,144,443 $ 0 $ 3,144,443




SUSQUEHANNA COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1, 2019 TO JUNE 30, 2020

ADJUSTMENT SCHEDULE

REPORT REFERENCE
ADJ. AS REPORTED | INCREASE/ ADJUSTED
SCHEDULE| LINE [COLUMN| NO. EXPLANATION OF ADJUSTMENTS OR ADJUSTED | (DECREASE) TOTAL
CY-370A Adjustment
CY-370A | 1-C 2 1 Subsidized Perm. Legal Custodianship - Program Income | $ 13,673 | $ 2,461 ['$ 16,134
2-G 2 Foster Family (Dependent) - Program Income $ 29,786 | $ 5362 [$ 35,148
Total Adjustment Amount $ 7,823

To increase Program Income by $7,823 to properly
report the total amount of income received and reconcile
to the agency's program income ledger.

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




SECTION 2

UNCERTIFIED FISCAL
REPORTS

FOR THE FISCAL YEAR:

JULY 1, 2020 to JUNE 30, 2021



SUSQUEHANNA COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1, 2020 TO JUNE 30, 2021
UNCERTIFIED
COMPUTATION OF FINAL NET STATE SHARE

Approved State Allocation' $ 2,138,797
Supplemental Act 148 0
Total State Allocation 2,138,797
State Share (CY348)° $ 1,833,921
Less: Major Service Category Adjustment 0
Net State Share $ 1,833,921
Less: Expenditures in Excess of the Approved State Allocation 0
Final Net State Share Payable3 $ 1,833,921
Actual Act 148 Revenues Received? 1,836,447
Net Amount Due County/(State)5 $ (2,526)

! 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 auditor's adjustments are considered.

* Final Net Share Payable is the net amount of reimbursable expenditures from Act 148 funds after auditor's
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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SUSQUEHANNA COUNTY CHILDREN AND YOUTH AGENCY
FOR THE PERIOD JULY 1, 2020 TO JUNE 30, 2021
UNCERTIFIED
SUMMARY OF EXPENSE AND EXPENSE ADJUSTMENTS

AS AS
REPORTED INCREASE AMENDED PER
COST CENTER ITEMS PER CY370 (DECREASE) CY370
Adoption Service $ 50,903 $ (0] $ 50,903
Adoption Assistance 432,226 (6] 432,226
Subsidized Permanent Legal Custodianship 290,396 (0] 290,396
Counseling 322,771 (0] 322,771
Day Care (0] (0] (0]
Day Treatment (0] (0] (0]
Homemaker Service (0] (0] (0]
Intake and Referral 313,944 (0) 313,944
Life Skills (0] (0] (0]
Protective Service - Child Abuse 87,389 (6] 87,389
Protective Service - General 289,173 (6] 289,173
Service Planning 64,504 (0] 64,504
Juvenile Act Proceedings 5.455 (0] 5,455
Alternative Treatment (0] (0] (6]
Community Residential 72,070 (0] 72,070
Emergency Shelter (6] (0] (0]
Foster Family 633,757 (0] 633,757
Kinship Care 216,551 (0] 216,551
Supervised Independent Living 22,010 (0] 22,010
Juvenile Detention Service 8,305 (6] 8,305
Residential Service 24,155 (6] 24,155
Secure Residential Service (Except YDC) (0] (0] (0]
YDC Secure 304,604 (0] 304,604
Administration 280,414 (0] 280,414
Combined Total Expense 3,418,627 (0] 3,418,627
Less Non-reimbursables 10,338 (0] 10,338
Total Net Expense $ 3,408,289 $ o $ 3,408,289
AS AS
REPORTED INCREASE AMENDED PER
OBJECTS OF EXPENDITURE PER CY370 (DECREASE) CY370
Wages and Salaries $ 1,000,169 $ (0] $ 1,000,169
Employee Benefits 367,513 (0] 367,513
Subsidies 722,622 (0] 722,622
Operating 188,723 (0] 188,723
Purchased Services 1,139,600 (0] 1,139,600
Fixed Assets [6) [6) [6)
Combined Total Expense 3,418,627 (0] 3,418,627
Less Non-reimbursables 10,338 (0] 10,338
Total Net Expense $ 3,408,289 $ [6) $ 3,408,289
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SUSQUEHANNA COUNTY CHILDREN AND YOUTH AGENCY

FOR THE PERIOD JULY 1, 2020 TO JUNE 30, 2021

ADJUSTMENT SCHEDULE

REPORT REFERENCE
AD]J. AS REPORTED | INCREASE/ ADJUSTED
SCHEDULE| LINE |COLUMN| NO. EXPLANATION OF ADJUSTMENTS OR ADJUSTED | (DECREASE) TOTAL
CY-370A Adjustment

CY-370A | 1-] 2 1 Intake & Referral - Program Income $ 1,814 | $ 113 '$ 1,927
1-M 2 Protective Service Child Abuse - Program Income $ 605 | $ 37($ 642

1I-N 2 Protective Service General - Program Income $ 1,915 $ 119 s 2,034

1-0 2 Service Planning - Program Income $ 504 | $ 31 (8 535

2-C 2 Community Residential (Dependent) - Program Income | $ 67|$ 41s 71

2-G 2 Foster Family (Dependent) - Program Income $ 39,404 | $ 2,446 ’s 41,850

2-1 2 Kinship Care (Dependent) - Program Income $ 4,778 | $ 297 ['$ 5,075

4 2 Administration - Program Income $ 2,352 | $ 146 ['$ 2,498

Total Adjustment Amount $ 3,193

To increase Program Income by $3,193 to properly
report the total amount of income received and
reconcile to the agency's program income ledger.

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

15




SECTION 3

STATUS OF PRIOR
ENGAGEMENT FINDINGS
AND RECOMMENDATIONS



SUSQUEHANNA COUNTY CHILDREN AND YOUTH AGENCY
STATUS OF PRIOR ENGAGEMENT FINDINGS AND RECOMMENDATIONS

The prior report included the following findings:

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

In our prior engagement report, covering the July 1, 2017 to June 30, 2019 fiscal years, 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
In-Home Purchased Service providers, and paid by the agency, were actually provided, and if
provided, provided in adherence to the requirements of the respective provider contract terms.

During the conduct of our current engagement, we obtained evidence substantiating that, as of
March 1, 2018, the agency developed and implemented fiscal-related monitoring policy and
procedures designed to reduce the agency’s risk of paying invoices that contain over-billings
or fraudulent billings submitted by contracted In-Home Purchased Service providers.

The agency’s fiscal-related monitoring policy is summarized as follows. The agency requires
contracted In-Home Purchased service providers to provide copies of client contact sheets with
invoices. The agency’s fiscal assistant compares the client names on the invoices to the contact
sheets. If a child’s name was on an invoice and is in question, the agency’s casework supervisor
is contacted for verification and if necessary, the provider is contacted to resolve the issue. In
addition, the agency’s fiscal officer compares totals on the invoices, invoice summary sheet,
and client contact sheets. One to three clients are randomly selected to review by totaling the
number of minutes and hours for each service provided and travel time is added separately. The
total minutes/hours on the client contact sheet are totaled and compared to the summary total
sheet and the invoice that is separated by service rendered and travel time. If a discrepancy is
found, the agency’s fiscal assistant recalculates the amounts for the affected clients and, if there
is agency agreement an error was made, the provider is contacted to revise the invoice and
resubmit for payment.

To assess the sufficiency of these procedures, we requested six In-Home Purchased Services
invoices and the related supporting documentation and verified the agency obtained sufficient

documentation to verify the invoiced number of units.

Based on the procedures performed during our current engagement, we concluded the issuance
of a repeat finding is not warranted.
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SUSQUEHANNA COUNTY CHILDREN AND YOUTH AGENCY
STATUS OF PRIOR ENGAGEMENT FINDINGS AND RECOMMENDATIONS

Failure to Provide Complete Financial Records and Supporting Documentation to
Substantiate Reported Expenditures and Failed to Report Expenditures on the Accrual
Basis of Accounting

In our prior engagement report, covering the July 1, 2017 to June 30, 2019 fiscal years, we cited
the agency because we could not conclude on the accuracy of expenditure reported on the
agency’s submitted CY-370 Expenditures Reports and in the agency’s respective general
ledgers. We could not perform sufficient testing of the expenditures as reflected in the
accounting records or the fiscal reports because we could not determine the total population of
paid invoices in the Operating, Purchased Services, and Fixed Assets objects of expenditure on
the submitted fiscal reports.

During the conduct of our current engagement, we determined the issuance of a repeat finding
is warranted since these internal control deficiencies and corresponding risks continued to exist.

Failure to Reconcile Agency Expenditures and Revenues to County Records

In our prior engagement report, covering the July 1, 2017 to June 30, 2019 fiscal years, we
cited the agency for failing to reconcile the agency’s expenditures and revenues presented on
the quarterly fiscal reports submitted to the Commonwealth Department of Human Services
(DHS) with the related expenditures and revenues recorded in the County’s general ledger,
pursuant to the CY-376 Certification Statement attached to the quarterly fiscal reports
submitted to DHS through the Act 148 Invoice Package.

During the conduct of our current engagement, we obtained evidence substantiating that, as of
May 2021, the agency developed and implemented agency to county reconciliation policy and
procedures to decrease the risk that errors in the expenditures and revenues were included in
the agency’s submitted Act 148 fiscal reports.

The agency’s reconciliation policy is summarized as follows. A bi-weekly report is generated
by the agency from the county’s Tyler Munis system and compared to the entries/amounts on
the agency’s Check List, which is run by the agency’s fiscal assistant. This report includes all
invoices that were presented to the agency for payment during the two-week period. If
entries/amounts do not match, the agency fiscal officer performs a line-by-line account review
to find why there is a variance. If an error is found, it is identified by account, date and amount
and a correction note is made. This information is forwarded to the Commissioner’s office and
if necessary, the clerk in charge of the general ledger adjusts the general ledger and emails a
response to the agency’s fiscal officer.
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To assess the sufficiency of these procedures, we reviewed the third quarter account detail
history generated from the county’s Tyler Munis system and verified the agency compared
these reports with the agency’s records on May 4, 2021.

Based on the procedures performed during our current engagement, we concluded the issuance
of a repeat finding is not warranted.
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SUSQUEHANNA COUNTY CHILDREN AND YOUTH AGENCY
CURRENT ENGAGEMENT FINDING AND RECOMMENDATIONS

Susquehanna County Children and Youth Failed to Provide Complete Financial Records
and Supporting Documentation to Substantiate Reported Expenditures and Failed to
Report Expenditures on the Accrual Basis of Accounting

Condition: During our current engagement, for the 2019-2020 and 2020-2021 fiscal years, we
could not conclude on the accuracy of expenditures reported on the agency’s submitted CY-
370 Expenditures Reports and in the agency’s respective general ledgers. We could not perform
sufficient testing of the expenditures as reflected in the accounting records or the fiscal reports
because we could not determine the total population of invoices paid for costs accounted for in
the Operating, Purchased Services, and Fixed Assets objects of expenditures.

We asked the agency to provide us with the 2019-2020 and 2020-2021 expenditure ledgers to
confirm total expenditures as reported on the agency’s submitted CY-370 Expenditure reports.
We received an expenditure summary referred to as the “FI Master” that was based on bi-
weekly lists of invoices referred to as the “Check List”. The FI Master cost center totals and
grand total did not reconcile to the CY-370 Expenditure Report totals submitted to the
Commonwealth Department of Human Services (DHS). According to agency management,
there were variances because of formula errors when the Check List amounts were transferred
to the FI Master. As an alternative, we referred to the bi-weekly Check Lists, which showed
payments to providers and the corresponding object of expenditure and type of expenditure.
When we compared the totals for the Subsidies, Operating, Purchased Services, and Fixed
Assets objects of expenditures to the agency submitted CY-370 Expenditure Report totals, there
were significant variances that the agency could not sufficiently explain. For the 2019-2020
fiscal year, the total agency submitted CY-370 Expenditure Report expenditures were $74,081
less than the total amount of expenditures shown on the agency’s Check Lists. For the 2020-
2021 fiscal year, the total agency submitted CY-370 Expenditure Report expenditures were
$1,898 less than the total amount of expenditures shown on the agency’s Check List.

In addition, agency management informed us expenditures were not reported on the accrual
basis of accounting from July 1, 2019 to April 2021, as required by DHS guidance for
complying with Act 148 regulations; rather, agency transactions were incorrectly recorded by
the date posted instead of by the date of service per the accrual basis of accounting.

Criteria:

The following sections of Title 55, Pa. Code & 3170. Allowable Costs and Procedures for
County Children and Youth:
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o Section 3170.91. County Responsibility. 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.

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.

o Section 3170.95(a). Accounting. Agency directors shall follow standard accounting
principles and procedures for recording financial activity and maintain ledgers in
sufficient detail for necessary fiscal management and adhere to the policies prescribed
in§ 3170.92(b) and (c) (relating to accountability for expenditures for clients).

o Section 3170.95(b). Accounting. Transactions entered in the records shall be identified
in such a way as to permit them to be traced back to their source. Coding of these
transactions shall be accomplished in a manner which shall enable county children and
youth agencies to translate their financial accounts into the account structure prescribed
by the Department for purposes of auditing and fiscal reporting.

DHS Children Youth & Families Bulletins 3140-20-02 and 3140-21-01 “Fiscal year 2019-2020
and 2020-2021 Act 148 Invoicing & Medicaid Invoicing Procedures for County Child Welfare
Services”, which states, in part:

e “Report expenditures on an accrual basis in the appropriate cost centers and
intermediate objects of expenditure in accordance with the Department’s
regulations.”

e “Report revenues on an accrual basis in cost centers where the related
expenditures are reported in accordance with the Department’s regulations.”

Cause: The agency failed to implement proper review and approval procedures to ensure that
financial records are complete, all paid invoices are appropriately accounted for, and that
expenditure amounts reported on the agency’s submitted CY-370 Expenditure Reports are
accurate and reconciled to supporting paid invoices and ledgers prior to submitting these reports
to the Commonwealth DHS. In addition, we were informed by agency management that the
current Fiscal Officer was not trained in the use of the F1 Master and was self-taught. This
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individual attempted to use the form, but many formulas were changed, and no conclusions
could be made from the numbers. This individual proceeded to file the Act 148 fiscal reports
using only the Check Lists and expenditures were not reported in the proper fiscal year because
the invoice posting date was used instead of the date of service. It was also noted that the period
under review was during the COVID-19 pandemic and daily operations were disrupted by
staffing issues, illness, and adaptations to facilitate the continued operations of the agency.

Effect: Our inability to determine whether the amounts reported on the agency’s submitted CY-
370 Expenditure Report and the agency’s general ledger are accurate and based on the accrual
basis of accounting, in addition to being unable to identify the entire population of expenditure
invoices in order to perform invoice testing, increased the likelihood that errors and/or
misappropriation of agency assets could have taken place and not have been detected, which
could have led to inappropriate state reimbursement and/or loss of state/federal funding.

Recommendations: We again recommend that the agency establish and implement effective
internal control procedures over the financial record-keeping and maintenance of supporting
documentation to ensure all amounts reported on the agency’s submitted CY-370 Expenditure
Reports represent actual expenditures incurred on the accrual basis of accounting for the
respective fiscal year and can be sufficiently substantiated to justify payment by the
Commonwealth DHS. This could be achieved by the agency implementing independent review
procedures to ensure the financial records and submitted fiscal reports are reviewed for
completeness and accuracy and to verify whether supporting documentation exists for all
expenditures included on the submitted fiscal reports prior to submission to Commonwealth
DHS.

Agency Response: The agency declined to provide a written response to the finding.

Auditor’s Conclusion: During our next engagement, we will determine whether sufficient
review procedures were implemented to ensure supporting documentation exists and
expenditures were properly reported on the CY-370 Expenditure Report submitted to the
Commonwealth DHS.
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