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Susan Loew, Director

Department of Public Social Services
4060 County Circle Drive

Riverside, CA 92503

Subject: Internal Auditor’s Report #2007-011 — Department of Public Social Services-Foster
Care Program

Dear Ms Loew:

We have completed an audit of the Department of Public Social Services’ (DPSS) Foster Care
Program. The Foster Care Program is funded by the use of federal, state and county funds.
Funding is obtained through the Title IV-E Aid to Families with Dependent Children-Foster Care
(AFDC-FC) funds. We conducted the audit during the period November 14, 2006 through June
1, 2007, for operations of January 1, 2005 through December 31, 2006.

Our purpose was to provide management and the Board of Supervisors with an independent
assessment regarding internal controls over DPSS’ monitoring of the foster care providers and
compliance with the rules and regulations governing these programs.

Our audit of six foster care providers identified significant noncompliance with federal and state
regulations and at least $2,982,768.78 of questioned costs. California Department of Social
Services (CDSS) regulations do not clearly delineate whether the county or the state is
responsible for sub-recipient monitoring; however, in a letter dated March 21, 2008 (Attachment
A), the State identified itself as “the single state agency responsible for the administration of
Title IV-E Foster Care funds.” We believe a dual responsibility should be shared between
CDSS and Riverside County DPSS due to the Office of Management and Budget Circular (OMS8
Circular) A-133 requirements. OMB Circular A-133 Sub-part C, Section 300, Part b, requires
the auditee to maintain internal controls over Federal programs which provide reasonable
assurance that the auditee is managing Federal awards in compliance with laws, regulations,
and the provisions of contracts or grant agreements that could have a material effect on each of
its Federal programs. DPSS meets the OMB Circuiar A-133 definition of an auditee: “any non-
Federal entity that expends Federal awards which must be audited under this part.” Because
our audit was limited to a sample of three group homes and three foster family agencies, the



results may not be reflective of all foster care providers. Regardless, our audit results identified
the need for DPSS to implement formal monitoring of all foster care providers.

Throughout the audit, we discussed the results contained in this report, as well as comments
and suggestions of lesser significance, with the appropriate level of management.

We thank DPSS management and staff for their cooperation during the audit. Their assistance
contributed significantly to the successful completion of the audit.

Shdt 755

Robert E. Byrd, CGFM
County Auditor-Controller

Cc: Board of Supervisors
County Counsel
District Attorney
Executive Office
Grand Jury
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Ovearview

Overall Objective

Overall Conclusion

Executive Summary

Foster Care is the temporary care for children who are unable to remain
in their own homes and are placed in the custody of Riverside County
Department of Public Social Services (DPSS). DPSS is responsible for
the placement of foster children in certified homes or facilities. Such
facilities include foster family agencies (FFA) or group homes. FFAs
are private, not-for-profit agencies licensed by the State of California
Department of Social Services (CDSS) Community Care Licensing
(CCL) to certify individual homes for the placement of foster children.
The FFA is paid a monthly rate which is determined by CDSS. This rate
includes a basic foster care rate determined by the child's age, a
monthly per child increment and additional monies to cover FFA
administrative and social work costs. When a child is placed in an FFA
certified home, the county pays the FFA the total rate for that child. The
FFA is then responsible for payment to the certified home. Group
homes are facilities licensed by CDSS CCL to provide services in a
group setting to children in need of care and supervision. Group home
rates are established by CDSS and are determined by the level and
type of service provided to the child.

Currently, DPSS does business with 65 group homes and 32 FFAs.
During the years ending June 30, 2005 and 2006, DPSS received
$47,016,342 and $50,820,033, respectively, in Foster Care funding.
The Foster Care Program is funded by the use of federal, state and
county funds. Funding is obtained through the Title IV-E Aid to Families
with Dependent Children-Foster Care (AFDC-FC) funds. Funding is
shared by the agencies as follows: federal 50% of the costs for federal
eligible children, county 30% and state 20%. For non-federal eligible
expenses, the county pays 60% and the state pays 40%.

Our audit sample was selected based on total funding and upon
suggestions from DPSS management and includes three group homes
and three foster family agencies, one of which also operates a group
home. During the two-year audit period, total funding for our audit
sample was $20,175,279.

Our primary objective was to ensure compliance with rules and
regulations governing the foster care programs, including: Federal
Office of Management and Budget Circular A-122 and A-133 and
California Department of Social Services Manual of Policies and
Procedures (CDSS-MPP). Specifically, we reviewed DPSS' internal
controls over the monitoring of foster care providers and each agency’s
expenditures, revenue, personnel files, and insurance policies.

Our audit of six foster care providers identified significant
noncompliance with federal and state reguiations and at least
$2,982,768.78 of questioned costs. California Department of Social
Services (CDSS) regulations do not clearly delineate whether the
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county or the state is responsible for sub-recipient monitoring; however,
in a letter dated March 21, 2008 (Attachment A), the State identified
itself as “the single state agency responsible for the administration of
Title IV-E Foster Care funds.” We believe a dual responsibility should
be shared between CDSS and Riverside County DPSS due to the
Office of Management and Budget Circular (OMB Circular) A-133
requirements. OMB Circular A-133 Sub-part C, Section 300, Part b,
requires the auditee to maintain internal controls over Federal programs
which provide reasonable assurance that the auditee is managing
Federal awards in compliance with laws, regulations, and the provisions
of contracts or grant agreements that could have a material effect on
each of its Federal programs. DPSS meets the OMB Circular A-133
definition of an auditee: “any non-Federal entity that expends Federal
awards which must be audited under this part.” Because our audit was
limited to a sample of three group homes and three foster family
agencies, the results may not be reflective of all foster care providers.
Regardless, our audit results identified the need for DPSS to implement
formal monitoring of all foster care providers.

Details about our audit methodology, results, findings and
recommendations are provided in the body of our report.
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Objectives

Methodology

To ensure:

DPSS maintains internal controls over the monitoring of the
foster care providers;

all group home and FFA employees meet the personnel
provisions outlined in the CDSS-MPP: Title 22, Division 6,
Chapter 5 and 8.8;

foster care funding is spent in accordance with CDSS-MPP
regulations 11-401 through 11-404;

the group home/FFA is paid in accordance with the guidelines
established by the CDSS rate classification leveis;

foster care funding spent on shelter costs does not exceed 12
percent of the fair market value of owned, leased or rented
buildings in accordance with CDSS-MPP 11-402.827;

the group home/FFA maintains appropriate insurance coverage;
and

the Board of Directors is in compliance with the ap'plicable
California Corporations Codes and Health and Safety Codes.

To accomplish our objectives, we:

identified and reviewed applicable policies and procedures,
Board ordinances, laws, codes, and regulations;

conducted interviews and performed walk-throughs with
department personnel;

performed a risk assessment of the foster care providers based
on dollar amount paid and discussions with DPSS personnel;

reviewed group home/FFA personnel files;

analyzed group home/FFA expenditures to ensure compliance
with CDSS MPP 11-402.82;

traced and agreed group home/FFA general ledgers to
supporting documentation to ensure costs are actual, allowable
and reasonable per state and federal regulations;

traced the provider's payments from DPSS' payment list to the
“Days of Care Schedule”, to determine if the provider was paid
the appropriate amount;
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» ftraced payments to the providers monthly bank statement to

ensure payments are deposited to the agency's operating
account;

e reviewed automobile, worker's compensation and general
liability insurance certificates to ensure reasonableness;

* reviewed the Board of Directors’ meeting minutes to ensure
compliance with California Corporations Code (CCC); and

¢ traced shelter costs to the appropriate lease agreement to
ensure payments do not exceed 12 percent of the fair market
value of the applicable property.
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Finding 1

Sub-Recipient Monitoring

DPSS did not enter into a formal written contract with foster care
providers. Additionally, DPSS has no policies and procedures in place
to ensure provider contract compliance. Furthermore, DPSS did not
consult with CDSS to ensure the foster care providers were monitored
for state and federal compliance. As a result, significant noncompliance
with state and federal guidelines exists. CDSS and DPSS, as recipients
of Title IV-E funds, are responsible for ensuring that providers comply
with federal guidelines.

Unallowable Costs

Six of six agencies had unallowable costs totaling $1,613,505.56 which
includes:

» $539,118.30 of interest expense to finance the purchase of a
building, which was not approved by the awarding agency. Over
the entire life of the 15-year loan, the foster family agency will
pay $785,744 in interest payments. Interest payments are
unallowable costs per OMB Circular A-122 Section 23 without
the prior approval of the awarding agency.

» $390,459.07 used to open and operate a learning center which
provides assistance to children requiring tutoring services,
including non-foster care children. CDSS 11-402.825(f)
disallows the cost of formal educational activities.

» Net costs of $246,086.86 to open and operate a counseling
center during the period January 1, 2003 through December 31,
2006. CDSS MPP 11-402.82 states that reported costs shall be
actual, allowable and reasonable. Because the counseling
center provides services to non-foster care children and
operates under a separate mental health contract, it is not
appropriate to manage a counseling center with foster care
funding.

» $195,000 to purchase two Housing and Urban Development
(HUD) homes not used for foster care purposes. During the
year ending December 31, 2005, the agency spent additional
monies on building improvements; however, inadequate
recordkeeping prevents us from determining the amounts
allocated to the two HUD homes and the five group homes. In
addition, $4,335.95 was spent on property taxes for the two
HUD homes and $125 on carpet cleaning. CDSS-MPP 11-
402.82 states that reported costs shall be actual, allowable and
reasonable; however, the two HUD homes were purchased for a
purpose unrelated to the group home function.

* Net costs of $91,407.03 to open and operate a thrift store during
the period January 1, 2003 through December 31, 2004. The
thrift store earned gross revenue of just $10,800.46 during the
same period. CDSS MPP 11-402.82 states that reported costs
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shall be actual, allowable and reasonable; however, the thrift
store was opened and operated for a purpose unrelated to the
foster care function.

¢ $43,468.88 of fines and penalties, such as IRS penalties, bank
fees, and late fees. Fines and penalties are unallowable per
OMB Circular A-122 Section 16.

» $37,818.77 of interest payments to finance the purchase of 7
vehicles, including five vans and two luxury sport utility vehicles.
Interest payments are unallowable per OMB Circular A-122
Section 23 which is unallowable without the prior approval of the
awarding agency.

o $28,353.97 for legal services, although the agency's
professional liability insurance covers such services. OMB
Circular A-122 Section 22(a)(3) states actual losses which could
have been covered by permissible insurance are unallowable,

e $15,836.18 of miscellaneous interest payments. The payment of
interest is not permitted per OMB Circular A-122 Section 23.

» $9,800 of rent payments for an idle facility not used for Foster
Care purposes. Such costs are unallowable per OMB Circular
A-122 section 21(a)(2).

» $6,696.27 of student loan payments which do not appear to
benefit the agency. CDSS MPP 11-402.82 states that reported
costs shall be actual, allowable and reasonable.

» $4,911.28 of fundraising costs that is unallowable per OMB
Circular A-122 Section 17.

» $66.73 of purchases made at a lingerie store for a boys group
home which is not operated as a program for gay and lesbian
children. This cost would not be considered actual, allowable
and reasonable under CDSS MPP 11-402.82.

» $21.27 of alcoholic beverage purchases, which is unallowabie
per OMB Circular A-122 Section 3.

In addition, five of the six agencies’ Board of Directors approved the use
of corporate assets for purposes unrelated to carrying out the charitable
purpose of the group home/foster family agency. CDSS has published a
manual entitled "Facts You Need to Know, Group Home Board of
Directors” in response to Senate Bill 933, Chapter 311, Statute of 1998.
The legislature requires the board members to sign a statement
indicating they have received and read the booklet. Page 9 of the
booklet states:

Certain distribution of corporate assets is prohibited such as:
(1) transfers of corporate funds or assets to directors,
officers, or members without fair consideration; (2) payment
of excessive or unauthorized salaries or "bonuses"; (3)
improper gifts of charitable assets to individuals; and (4)
other uses of corporate assets unrelated to carrying out the
charitable purposes of the corporation. A director may be
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personally liable for making or receiving a prohibited
"distribution" of the public benefit corporation's assets.

Page 3 of the manual states the directors are fiduciaries and "To protect
the corporation's interest, the board must guard against harm to the
corporation caused by any unfair or unreasonable transactions”.

Unsupported Costs

Four of six agencies had unsupported expenses totaling $610,464.64,
which includes:

$272,932.48 of clothing allowances;
$136,900.70 of vehicle purchases;
$104,167.55 of miscellaneous expenditures;
$29,930.25 of credit card purchases; and
$66,533.66 of credit card cash advances.

Unsupported costs include expenditures for which no receipt, log,
invoice or other pertinent documentation was provided. CDSS MPP 11-
402.82 states that reported costs shall be actual, allowable and
reasonable; however, without proper documentation, we cannot ensure
foster care funding is spent accordingly.

Inadequately Supported Costs

Three of six agencies had inadequately supported expenses, totaling
$360,782.06, which includes:

$206,228.83 of credit card purchases;
$59,747 of Notes Payable;
$45,556.23 of miscellaneous expenditures and cash
withdrawals; and
» $49,250 for the repayment of employee loans.

Inadequately supported costs represent expenditures for which a
receipt was provided but the business nature of the expenditure could
not be easily determined. CDSS MPP 11-402.82 states that reported
costs shall be actual, allowable and reasonable; however, without
proper documentation, we cannot ensure foster care funding is spent
accordingly.

Excessive Cash Reserves

Two of six agencies had excessive cash reserves based on the most
recent audited financial statements available. Specifically,
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* As of December 31, 2005 an agency retained cash and
equivalents totaling $1,089,434, of which $895,000 is held in
uninsured accounts.

» As of June 30, 2006 an agency retained cash and equivalents
totaling $1,798,456, of which $1,413,064 is held in uninsured
accounts.

Per OMB Circular A-122, a non-profit organization "uses its net
proceeds to maintain, improve, and/or expand its operations”. Thus,
the agency should use its retained earnings to provide additional goods
or services to the children under its care. Furthermore, best business

practices allow for retained earnings equivalent to 60 days of operating
expenses.

Unaccounted Revenue

One agency received foster care revenue which cannot be traced to the
agency’s bank accounts. Specifically, the agency was paid
approximately $2,578,861.38 for foster care services provided during
the period January 1, 2005 through December 31, 2006. However,
upon review of the agency’s bank statements for the same period, we
identified $2,252,698.94 of deposits. This results in a difference of
$326,162.44. '

An additional four agencies received warrants which could not be traced
to deposits for the month received; however, additional testing was not
performed to determine if the warrants were deposited in subsequent
months.  Regardless, funds shouid be available during the month for
which they were intended.

Excessive Shelter Costs

Three of six agencies had excessive shelter costs totaling $71,854.08.
One of the three agencies shared office space with their lessor;
however, no allocation of square footage identifying how much of the
building is operated by each occupant was provided. The same agency
provided an appraisal, which values the properties at a higher amount;
however, the appraisal was conducted in 1989, before the last change
in ownership. Based on the current real estate condition, it is probable
the properties were worth more than what they were purchased for;
however, without an updated appraisal we are unable to make that
determination.

Audited Financial Statements

One of six agencies could not provide audited financial statements for
the years ending December 31, 2005 and 2006. Furthermore, one
additional agency provided us audited statements which appeared to be
incomplete. Without complete audited financial statements, we were
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Recommendation 1.1

Recommendation 1.2

Management's Reply

unable to determine the agencies' financial position at year end. In
accordance with OMB Circular A-133, DPSS should have procedures in
place to ensure foster care providers have the required audits
performed. In addition, per CDSS-MPP 11-405.213(a), all agencies
that expend more than $500,000 in foster care funds per year, are
required to have audited financial statements prepared annually in
accordance with OMB A-133.

Personnel Requirements

Two of six agencies did not ensure their employees met the personnel
requirements outlined in state regulations. At one agency, we identified
a Supervising Social Worker who had not obtained a Master's Degree
as required by CDSS-MPP 88065.2. At the second agency, we
identified four employees with no criminal record clearance in the
employee’s file, as required by Health and Safety Code 1522.

DPSS should clearly define its expectations of foster care providers,

implement formal contracts and perform periodic monitoring of all
providers to ensure compliance.

DPSS should work with CDSS to ensure Riverside County foster care
providers comply with all state and federal regulations.

Partially Agree. The State is responsible for administering the Foster
Care System and has assigned specific responsibilities to counties,
which include: paying providers based on the State’s approved rates,
recommending the establishment of new providers or program changes
for existing providers, and under limited circumstances, identifying the
services offered and verifying that children in high level group homes

are receiving the appropriate treatment services. The State guidelines
are included as Attachment B.

In addition, DPSS regularly monitors the programs and services
provided to children in foster care to ensure that children’s needs are
being met and that the environment is safe, stable and suitable. it is our
current practice to notify CDSS and Community Care Licensing at any
time that we identify potential irregularities. If the circumstances
warrant, we will suspend placements with a provider pending a review
by CCL.

Pursuant to State regulations, DPSS utilizes a State defined agreement
for foster parents and group homes. Copies of the agreements are
included as Attachment C. These are binding documents that delineate
DPSS' responsibilites and the foster parent or group home's
responsibilities with regard to the care of a specific child. An agreement
is created for each child in foster care.
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Auditor's Comment

With regard to recommendation 1.1, DPSS has been following the
guidelines as established by the State. DPSS is not opposed to
establishing a more formal agreement that more clearly delineates the
current roles and responsibilities of each party. DPSS will work with
County Counsel, the Auditor-Controller and the State Department of
Social Services to modify the current agreement as needed.

With regard to recommendation 1.2, DPSS has a close working
relationship with CDSS. As mentioned above, we communicate
regularly with CDSS and Community Care Licensing and do not
hesitate to bring concerns to their attention for review and action as
appropriate. We intend to maintain this relationship to ensure quality
care is provided to our dependent children.

Management’s partial agreement should be sufficient to address a
portion of the finding identified; however, additional internal controls
related to the monitoring of the providers may help the County to better
meet its requirements under OMB Circular A-133.



Internal Auditor’'s Report #2007-011 — Department of Public Social Services-Foster Care Program

Page 11

m

Finding 2

Recommendation 2

Management’s Reply

Insurance

Six of six agencies did not consistently list DPSS as an additional
insured party on their insurance policies; although in some instances,
other counties or programs were listed. Additionally, one of the six
agencies did not carry general liability insurance. Although State and
Federal agencies do not stipulate specific insurance requirements,
prudent management of risk should require foster care providers to
carry insurance to mitigate the County's risk. Without proper insurance
coverage, Riverside County is exposed to significant financial liability
should a provider be accused of any wrongdoing.

DPSS management should require all contractors to carry insurance
and list the County as additionally insured.

Agree. DPSS understands the rationale for protecting the County from
liability and typically includes these provisions in contracts with vendors
and other service providers. DPSS will work with Risk Management,
CDSS and our foster care providers to clarify the need for insurance
coverage. This requirement can be incorporated into modifications
made to the agreements referenced in Recommendation 1.1.
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Finding 3

Recommendation 3

DPSS Payment System

The payment system (C-IV) currently used by DPSS contains
inaccurate information, such as, incorrect children’s birthdates, length of
placement and muitiple vendor names for some providers. Specifically,
we identified the following:

¢ children’s birthdates per the Days of Care Schedule differed
from the DPSS payment system;

* warrants were issued to the provider in an amount different than
was reported on the Days of Care Schedule;

* agencies did not receive payment for children reported on the
Days of Care Schedule;

* agencies received payment for children not reported on the
Days of Care Schedule;

» agencies continued to receive payment for children over the age
of 18 without an exception on file; and

* 4 of 6 agencies were paid under multiple vendor names.

Inaccurate placement information may result in significant over/under
payments. The Title IV-E program disallows payments made on behalf
of ineligible children, or to providers for services they did not provide.

DPSS should implement policies and procedures to ensure the C-IV
payment is updated as necessary, resulting in more timely and relevant
placement information.

Management’s Reply Agree. DPSS staff request clarification regarding the discrepancies

identified, since several of the findings refer to a “Days of Care
Schedule” that is not a DPSS form and may instead be a record
keeping system maintained by the providers.

DPSS has detailed policies and procedures in place for administering
Foster Care eligibility and payments. DPSS follows the State of
California Eligibility and Assistance Standards (EAS) for the Aid to
Families to Dependent Children-Foster Care (AFDC-FC) regulations
when processing payment cases. The design of the C-IV automated
eligibility and payment system is based on the AFDC-FC regulations
contained in the EAS.

Additional information related to specific issues raised in the audit report
is attached as Attachment D. DPSS is willing to review any specific
cases with the Auditor to clarify any issues or concerns with the C-IV
payment system.
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Finding 4

Recommendation 4

Management's Reply

Building Acquisitions

Two of 6 agencies own buildings purchased with foster care funding.

* One agency purchased a building for $1.5 million, putting
$500,000 down and financing the $1 million for 15-years at
8.625%. An additional $169,407.52 was spent on building
improvements.  Per the agency, the building was purchased
with Los Angeles County's funds and approval was obtained
prior to the purchase of the building. However, approval
documentation was not provided and an inquiry with Los
Angeles County Contracts Administration noted that prior
approval was not obtained. The agency provides foster care
services in Los Angeles, Riverside, San Bernardino and Orange
Counties. Without specific documentation to state otherwise, it
is assumed that funds received from Riverside County were
used in the purchase and finance of the building.

*» The second agency used foster care funds to purchase two
HUD homes. Both of the homes were purchased with cash.
The agency does business with Los Angeles, Riverside and San
Bernardino Counties, though the majority of the agency’s clients
are referred by Riverside County. The agency did not request,
nor receive, prior written approval from any County to purchase
the homes.

The Code of Federal Regulations (CFR), Title 45, Section 74.37 states
the County may record a lien or other notice indicating real property has
been acquired, constructed or improved with federal funds, and that use
and disposition conditions apply to the property. All real property,
equipment, intangible property and debt instruments that are acquired
or improved with federal funds shall be held in trust by the County as
trustee for the beneficiaries of the program and shall not be
encumbered without the approval of the United States Department of
Health and Human Services awarding agency.

DPSS management should consult with County Counsel to determine
whether the County can place a lien on the properties to protect the
County's interest, as reguiated in CFR, Title 45, Section 74.37.

Given the seriousness of the preliminary audit findings, it is appropriate
to take steps to protect the County's interests. DPSS will consult with
County Counsel regarding the feasibility of implementing a lien on
properties, should that be deemed appropriate.
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May 6, 2008

Mr. Robert E. Byrd, CGFM
County Auditor-Controller
4080 Lemon Street, 11 Floor
Riverside, CA 92502

Subject: Draft Internal Auditor’s Report #2007-011
Department of Public Social Services
Foster Care Program

Dear Mr. Byrd:

We have reviewed your draft audit report on the Foster Care program and we share
your concerns regarding the findings of non-compliance with respect to the use of these
funds. DPSS’ foremost concem is the safety and well-being of all children, and to
ensure that children in foster care receive the care and support needed. Upon learning
of these findings, DPSS conducted an immediate check of the children receiving care in
these facilities. Despite the accounting irregularities, we determined that the children
were recelving outstanding care and nothing warranted a change in placement.

of the companents. The State has assigned a few
spedific roles and responsibilities to countles, which we will discuss in more detail in
response to the recommendations.

Since these concerns were brought to the State’s attention, the State responded by
advising you that they are responsible for ensuring that foster care providers comply
with applicable federal and state statutes. As a result of the concerns identified, the
State acknowledged that a complaint would be filed for review by the State’s Program
and Finandal Audits Bureau and to the Community Licensing Diviston. A copy of the
State’s response is included as Attachment A. ‘ :

I share your concem that the public’s money be spent in accordance with the law, Iam
also concermned that Foster Care providers meet the stringent licensing standards
established for the safety of our dependent children. In addition; as stewards of public
funds, it is also Important that we have darity around the roles and responsibilities for

LE & &K
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County Auditor-Controller
May 6, 2008

administering the system in order to avoid duplication of services and use the limited
resources available in the most efficient and effective manner. '

We look forward to working with you and your staff to ensure that our children recelve

the care and support they need and that the funds provided for their care adhere to
state and federal guidelines,

Please fee! free to contact me at 358-3005 it you have any questions or wish to discuss
this further. .

Sincerely,

8&@.4/\&&3"

Susan Loew
Director

Attachment A: Letter from G, Rose dated March 21, 2008 - 2 pages
Attachment B: Responsibilities of County Welfare Departments — 1 page
Attachment C: Agency Foster Parents Agreement - Form SOC 156 — 2 pages
Agency Group Home Agreement — Form SOC 154 - 2 pages
Attachment D: C-IV Payment System - 2 pages - ‘



RO dation 1.1:
DPSS should clearly define its expectations of foster care providers, implement formal
contracts and perform periodic monitoring of all providers to ensure compliance,

DPSS should work with CDSS to ensure Riverside County faster care providers comply
with all state and federal regulations.

DPSS RESPONSE ~ Partially Agree

The State is responsible for administering the Foster Care System and has assigned
specific responsibliities to counties, which include: paying providers based on the State's
approved rates, recommending the establishment of new providers or program changes
for existing providers, and under limited circumstances, identifying the services offered
and verifying that children in high level group homes are receiving the appropriate
treatment services. The State guidelines are Included as Attachment B.

In addition, DPSS reguiarly monitors the programs and services provided to children In
foster care to ensure that children's needs are being met and that the environment is
safe, stable and suitable. It is our current practice to notify CDSS and Community Care
Licensing at any tme that we identify potential irregularities. If the clrcumstances
warrant, we will suspend placements with a provider pending a review by CCL.

Pursuant to State regulations, DPSS utilizes a State defined agreement for foster
parents and group homes. Copies of the agreements are Included as Attachment C.
These are binding documnents that delineate DPSS’ responsibilities and the foster parent
or group home's responsiblliies with regard to the care of a specific child, An
agreement Is created for each child in foster care,

With regard to recommendation 1.1, DPSS has been following the guidelines as
established by the State. DPSS is not opposed to establishing a more formal agreement
that more clearly delineates the current roles and responsibilities of each party. DPSS
will work with County Counse!, the Auditor-Controller and the State Department of
Social Services to modify the current agreement as needed. )

With regard to recommendation 1.2, DPSS has a close working relationship with CDSS.
As mentioned above, we communicate regularly with CDSS and Community Care
Licensing and do not hesitate to bring concerns to their attention for review and action
as appropriate. We intend to maintain this relationship to ensure quality care is
provided to our dependent children.
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DPSS Management should require all contractors to carry insurance and list the County
as additionally insured.

DPSS RESPONSE — Agree

DPSS understands the rationale for protecting the County from HKability and typicalty
includes these provisions In contracts with vendors and other service providers, DPSS
will work with Risk Management, CDSS and our foster care providers to clarify the need

for insurance coverage, This requirement can be Incorporated into modifications made
to the agreements referenced In Recommendation 1.1,

Recommendation 3:
DPSS should Implement policies and procedures to ensure the C-IV payment is updated
as necessary, resulting in more timely and relevant placement information,

DPSS RESPONSE - Agree

DPSS staff request clarification regarding the discrepancies identified, since several of
the findings refer to a "Days of Care Schedule” that is not a DPSS form and may Instead
be a record keeping system maintained by the providers.

DPSS has detalled policies and procedures In place for administering Foster Care
eligibilty and payments, DPSS follows the State of California Eligibllity and Assistance
Standards (EAS) for the Ald to Families to Dependent Chlldren-Foster Care (AFDC-FC)
regulations when processing payment cases. The design of the C-IV automated
eligibility and payment system is based on the AFDC-FC regulations contained in the
EAS.

Additional information related to specific issues raised in the audit report Is attached a§

Attachment D. DPSS is willing to review any specific cases with the Auditor to clarify
any issues or concemns with the C-1v payment system. :

DPSS Management should consult with County Counsel to determine whether the

County can place a lien on the properties to protect the County’s interest, as regulated
in CFR, Title 45, Section 74.37. _

DPSS RESPONSE - Agree

Given the serfousness of the preliminary audit findings, it is appropriate to take steps to
protect the County’s interests. DPSS will consult with County Counsel regarding the
feasibllity of implementing a lien on properties, should that be deamed appropriate,
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STATE OF CALIFORNIA - HEALTH AND HUMAN SERVICES AGENCY

DEPARTMENT OF SOCIAL SERVICES
T44 P Street, Sacramanto, CA 95814 L

ARNOLD S5CHWARIENEGGER, Govarnor
e —————

March 21, 2008

Mr. Robert E. Byrd, CGFM

County of Riverside Auditar-Controller
4080 Lemon Street, 11" Floor
Riverside, California 92502

Dear Mr. Byrd;

This letter is in response to your letter dated December 11, 2007 and sent to

Mary L. Ault, former Deputy Director of the Children and Family Services Division of the
California Department of Social Services (CDSS), in which you sent CDSS a copy of a
confidential draft report of an audit conducted by the County of Riverside Auditor-
Controller’s Office. This audit examined Riverside County Department of Public Social
Services (DPSS)'s oversight of their foster care program. You indicated in your letter
that the findings identified in the audit report raise sericus issues, which you believe
need to be investigated by CDSS. Further, you requested that CDSS advise you as {o
the course of action we plan to take regarding this matter.

We appreciate you bringing to our attention the issues you identified as a result of your
internal audit of Riveraide County DPSS specifically regarding the six foster care
providers in your sample of the County’s foster care program. As the single state
agency responsible for the administration of Title IV-E Aid to Families with Dependent
hildren-Foster Care Program funds, CDSS Is responsibie for determining group home

compliance with applicable federal and state statutes. Pursuant to Welfare and

- Tnstitutions Code Section 11486.21(a), CDSS requires all foster care providers that
Opefate a group home program or foster farnily agency to submit Financial Audit -
Reports (FARs), annually or triennially, in order to receive a foster care rate. The CDSS
uses the FARs submitied from providers as one of the tools for monitoring a provider's
financial condition and may assess a risk to determine further review of the foster care
provider. Additionally, group home and foster family agency funds and expenditures are

. monitored to ensure that they are dedicated to benefit foster care children, and the use

of funds is controlled by CDSS' regulations in the Manual of Policies and Procedures
Section 11-404,
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Mr. Robert E.Byrd
Page Two

e

The information contained in the draft audit report is important; however, in its current
version, It is not a document upon which CDSS can rely to establish findings.
Therefore, CDSS is accepting the information provided in the draft audit report as a
complaint that will be handied through our complaint process administered by the
CDSS’ Program and Financial Audits Bureau. Additionally, we are forwarding copy of
the draft audit report to CDSS' Community Licensing Division (CCLD) for their
consideration as there are potential iicensing violations identified.

if you would like further discussibn-,-plaas'a call me at (816) 657-2614 or Barbara Eaton,
Chief, Foster Care Audits and Rates Branch, at (818) 651-9152.

i

GREGORY E. ROSE
Acting Deputy Director ,
Children and Family Services Division

c: Margarita Fernandez, Chief of Public Affairs :

Susan Loew, Director , Riverside Department of Public Soclal Services
Robert L. Garcia, Chief Deputy Director, CDSS
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Attachment B

RESPONSIBILITIES OF COUNTY WELFARE DEPARTMENTS
11-425 ~ '

Paying the rate(s) determined by the Department on behalf of AFDC-FC eligible
children placed with foster parents and providers.

Recommending the establishment of a new program by a new or existing provider,
or a program change which is either more than one RCL greater than the original
RCL determination or a program change to RCL 13 or 14.

Confirming the existence and legitimacy of more than one program as appropriate.
Reviewing children placed by the placement agency In the program which is
determined to have polints at RCL 13 or 14 and verifying to the Department that all
the children have special treatment needs.

Upon request by the Department, counties shall report the county's understanding
of the services offered by the program and the population served.

Cooperating with other placement agencies to form a reglonal consortium to review
group home program requests for county recommendation.

Participating, If requested by the Department, In the rate review process.
Submitting to the Department rate payment information for each fiscal year
beginning with fiscal year 1983/84, for family homes, homefinding agencies, and
group homes.

Providing the Department with reasonable and applicable information and statistics
as required.
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" Attachment C

STATE OF CALIFQORNIA - HEAL TH AND HULAAN SERVICEE AGENCY CAUFORNA DEPARTMENT OF SOCIAL BEMACES

AGENCY - FOSTER PARENTS AGREEMENT Complete in Duplicate:

Child Placed by Agency in Foster Home Onecopyto:  Foster parents
The agreement wil be initisted when the child is placed Child’s Social
in the {eciily and whenaver the rete changes. . &rv&_llofud
TAME OF CWLD * [ PAREITS NAME
BRTHDATE OF CHILG _iﬁ"W GASE NUMBER
FOSTER PARENTS NAME ADONESE

Anticipated durgtion of piscement s montha.

Tha agency will $ ner for room and bogrd, clothing, personal nesds, recrsation, transpanation, educalion, incidentsis and
“Iﬁlbn. Fhmmnth be within 4% days ulter placemant wilh subssquent paymants no later than ihe 15t of the manth leflowing provision of cane.

i additionat amounis are to be paid, the reason, amount and condiians shafl be st forth hers:.

Special proplenw/needs: (1 Na (0 Yes  1ryss, axplain.

Spacisl Permissions: Specisl i i [ ]
: permission for subslitule supervision is sy to Community Cars Licensing granting an exception to the licansing
ropg.d lon, which requires thet substitute supervision in the foster home be limhed to sn adull, 9 "

Child 15 years or older has parmission ko remain without adult u sion during termporary abssnces of the the foster 8), nat to exowed
m@)m&mmma&mnmmud. porvi 0 Y parertis).

Subatitute su may be Ided 10 the fostar child by comaona 16 years of or older {nct a foster child) during tempatary absences of the
foster parent(s), notloeﬂ?nd m)mwﬁw hours In?nyana ?2-houry;:iud. e ! ) ¢ i

Other (Expiain)

Mo special permissions granted.
AGENCY AGREES TO FOSTER PARENTS AGREE TO

oo o0

1. Provide the foster parent with ge of the bacigground and neads of (he 1. Provide this child th4 nurvre, cass, clothing snd training suiled ke his nesds,
child neceszary kr #flecive care. This may include a social work astessmant, 2 3‘;:@ an Wﬁ: the r;mm abjectives, and requirements
wacical reports, sducalion aysstemant, and kdenification of speciel neads when Agency in regard care 8
nechesary. This shail be made availsbie [0 fosler parents within 14 days from 3. Recognize the Agencys responslility for planning for this child, 24 given by ihe

court or the parent(s).
i of placernenl.
2. Devalop & piaws for the child and shane perinant sapects with e foster parant. Recognize any imitatlons of coneent irposed by the court or the parent,

ICreans their knowiedge and abiliy 1o care for ts chil,
3. inform fostar pacents they may give this &ame cassants on behell of the child as Encourags the child'a ,...—mw,:!,m his parents snd rebatives.
1he parent, except lor thoss prolibitions provided in Sovial Servicos M 1} © dx.

@M

P in visiting arrangamants b ohild and p
Reguiaiions, MNot use Corparal punishavent, punishment In te prasence of others, depivation
4. Nol taraovae Ihe chidd with less than 7 calendar days written notics uniess: e of moals, monetery allowances, mmmm.mwm.mnrm_m
child i phyticaily ar pyychologically sndangemsd; court ordisrs removei; parants 'Jf* 'n{“'r:' I:' d!ﬂ':f*‘:_\c w:'"mlllﬂﬂu Puminhment, and to use constructive
or guardians order removel (volunbsry piacament]; signed walver obtained kom i methods of discipline,
Toxtar pavants; femaval (s rom an imterim piacamant dieclly nts mn adop¥ve 13‘ mmmw.;mﬂg:;;mﬂ :::lllh\.lhml ':h_
home. . oriocation, i '
$. Invoive foster parents In futurs plening for the chikd, The placsawnt shel be 1. Accapt the child's special problertts as given above in my provision of eare,
revigwnd wihin 8 months. 12, Help with samninetion of placement keluding relum 1o his own parents, reiatives
€. Assist tha child In his usa of fostar care. homa, or adoptive placement.
7. Auhtlnfmmledlndﬂd‘uwmucﬂnnhMﬁnmmm 13, GMhmmyptiwnolhdnlhqumitmnnvllolchtlllrowqmﬂ
and other femily members and fo invoive panents in future planning for thia chid., Uniess 4 is agresd upon with the agency that less tme is neceasary.
. Provice procedure for grievances of foster parents, 14, Conform lo e licensing/ceriicetion requirements,
9. Corniact the chiid and kster parents at lesst once a month. ¥ case plan would | 1% va“:.nl:ltl:;.h::m hl::dn::n?\i.i::::\ m‘:‘m documsniation when
indicals lese frequent arvtacis, ihe foster parent will be informed. ) 18.  Give advancs withen notios &o the i ng and the or spency
10, irform fowler parents if child han any lendencies ward dangerous behavior.

re3ponsile or the chidd of {fostar parent(s)) absence of 48 hours o longer.
11, Provide Madi- Cal omrd or otfver medical covarage st time of placement. Arrange (ABSENOE MY Lo repaiied :y":ohpnnn- in case of smegenches. )

for medical examinelion within 30 deys uniess child has hed such within past | 17, Nalify the agency immadistely ¥ an applcalion is made on behalf of this chikd for

§ morths and Information (s avaliable, oy kind d'n:u:nt. Enmphlauf |I'ID:IM Immh&:‘ [ ] nﬂsl:,nﬂit:‘cl 1o, chid
12, Provide a clothing sliowance es permitind o meet inite! cothing needs. pport pey v snefitm, Rat r t Sscurlty,
13 In m::ﬁ:n n:llh foster parents smange for visiting by Mrg-nh ar relativas (R;E"D'- and Supplarantel Sscurity Income/Siate Supplements Program
o . IJ.SS ). . . .
18.  Remit lo Depadment of Pubkt Soci sl Services any inoarne received o1 behalf of
14 :rmnn uuu:nu with amergencies. Telaphons number tor after-hoyury thiz chiki whi'e in foster care up o the full cost of basrd and care pha medical
weskends Is:

. cosl. In addtion, | wifl cooperate 10 herve ihe Socisl Secunty Acministeation, or
the approprisle agency, make the Deparment of Public Socia) Services the
%demeomnllhng-hmmm payae for arny funds recelvad on bahalf of s child.

1 hava read the foregoing and agres 1o meet thase requiremunts. numdmmrmminmwﬂmby

mﬂulmm_uofd%orm this child is ramovad rom home.
BAGNATURE OF CHI.D PLAGEMENT T IONATUSE GF FORTER MGTVER

THLE | HANE: OF ADENCY SIGNATURE OF FOBTER FATHER
ADDRESE ADORESS =
PHONE reuMBER JoATE PHONE NUMBER DATE

HOC 198 ($499) REQLARED PORM - NG SURETTTYTE PERMTTED {Gonlinued on Reverse)
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Long-Term Placement intent

! have raad the foregoing and agree o meet these requirements. The terms of this agreement shall remain in force until changad by mwiu-
ol agresment of a¥ paciies or when this child is namoved rom home. in sigring this section the agency, lrster pareniz ard foster care chikl
signdly their desire thet this child remain in this home es 8 permanent member of this iamly

“BRGHATORE OF Gl FLACENENT WORRER TR ORE O o5 cR RO TTER
i
TME SGNATURE OF KOSTER FATHERL
NAME OF aBENCY ADDRRES
ATREEE ) !WE NCMBER
"PROVE RURBER T ATURS OF FOGTER CARR CHILD
_ i

SOC 160 (4499; REQUIRED FORM - NO SJBSTITUTE PERMITTED
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WTATE OF QALIRCINIA - HEALTH AND AUMAN SEFTICEE AOBNGY CALTPORA CEPARTRAIKT OF SO0 BIRVCEY

- AGENCY — GROUP HOME AQGREEMENT
Child Placed by Agency in Group Home

Nemas of Child F‘u Namae - R .
[ i . .

rthdata of Chily . ‘ ' . [Dm Placed

Cans Number

" Anicipried duretion of placemem ta ———— TONTA

The sgency will pey & per mmmm.mu.manfummm
incidenvle, supsivigionand sosia! services, First paymentio be made within 4 5 deys after plaaseient with mmnmmunmmm

lWMhmhﬁld.hmamnmmmmumm hara:

ﬁml‘pm;hum: Ove O ¥ yor smplein,

. Agency Agress To Group Home Agrese To . ‘
1.ﬁwu.nmn-uu|lm¢nmnd_d 1.Mwmmwmm.mwm
hdllllmy-h -«d-:‘m‘:::-mm-wm raining sulted W Nis nesus.
Mwkmment, mwdicdl regens. eduos helogisal/ 2 Follow scmissien aisnd i madicel srrepning,
puyshistrle svaluations, erd idamifsation of lmhlp::b when m“m - ' whveles!
mmmwum--lunummmum 3. Covslep ai understarding of the e and
M-odm. mmdn-.u:r‘hawnh-numh and work
2. Wark with !he group homis twar develepmnt of » Jesgnent pltn. “"""'W"mﬂ" o
L Wark wesrd this's plosama wem homs Bncourmps the meirseranss o the weiwrs) chitd relsionan
t;&mm:m:muﬂtm-;d:-wﬂrm ﬂ“h%mhum;ﬁmm .
o e b i " S O (ol 8 2ency romsm (B Nt g ey purihrnre. vt tncre e g, et
of remewal dograing: punighment’
.‘thm:m:“'hm'wmm u-m';n “'mu“:uﬂu ond 10
[ other and [ ) " i 0 P
ot har iomiby membecs, 4 @ partoy In fuvuwes tmﬁmmmmmmmm
& Cortact this £ in W group home at leest ence & moseh. I ense 7. Work owirt mewineton o plscemin Bletned basi
Iphn would indicets fses fregierm acowese, the e e will be mm«ummnsﬂm. -
whermed. . & Contun: & sl revimw cn this thilsh 5t lewst quargrly,
;:hhlp.n-_'h- luﬂi_lunnrm-mtwh-m. S Bubveit :. n-:.;.ﬂnm : h.““ within  Yweagh
Provide o Med-Ca) awd o othe: medicgl ime ' Emonthe am e dee of . This sum st
plnsement . e e “ mnnnmmvﬁwcm m_
9. Pravide for rvagieal x T3 Bubwnik mm-umm.mm
parorTe of toget porralar, TR, Sated by i chary Svaiuatiars shull shall inchale inlomoden lexad on the reverse 35 of s
10 Provide 2 sloghing siowenss st parmsieand 10 meet Iniiel olothing needs, : '.‘__‘ N— sriicane. sharges ohild's
H.:’Maﬁl:.mwmnm Taiaohene Aumber for vitar-houry “'m-ﬂ-in - _ In i nesim
washands . : 12 Sutek osples of inlormation Busl & sthect reports,
- " * 13. Give sgenéy griar notice of loost 7 dove of intent 1 dissharge this

i
d
!
!
:
g

i
;
i
f
I

]
;
{
j ;
i
|

2
I:
i
k
o)
i
P
i;!

;

|
!
i
i
!

Sgresment of both perties or this child iy removed fram 118 group homha,

. mmm

:r-uuuwrgm-mnMummmmmmuuwmummnmmumwm

Tiis : e Tie ; Name of Group Home
“Fhone Humbar Daw ‘ one | ' =

om  To group hame, child'séen‘s) s0cial service recorg, '
$OC 194' 000 Aequivas Form ~ No Substiuts Permiered
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~ inltiel disgnostic summary shall include:

- Madical and dental nesds
P:ychobgichl/pwchiatric waluwom cbtained
'Mng review summaries

Educmional assessment

Peer ﬂlﬂtﬂ'lll‘l“l )

Iulltbnlhlp to statf

tmolvmm in recreation program

Behavioral problems _ ,

- Short-term treatment abjectives {goals estabiished for nexc 3 monthe}
J. Lons-rongo goais including anticipated length of placement .

K. Tasks. pllnmidw w reach objoctlv- and gosls and M who will be pcrfnnnlng thesae tasks, mcluding agency
service activ

:m.'nrnu'nllb

L. Idereificetion of unmet nyeds ‘
M.’ lmnlnmm of ohild and his parents in the rsatment program

Qlururiv evaluations shall indudc

A. Current status of child's ph'llil:ll snd peycholeglcsl health )
'B. Restsessmant of chnld‘t adjustment 1o the group home, program, pears, schaol and stait

C. Progresa tmrd -hort-urm objectives -nd lonn-rmgg goals including tasks which have been pu'formod
to reach thase objectives and goals .

D, le-smmofunmumlnd'ﬁmmmumthnemﬂ

Modifieation of reatmaent pian, asks to be parformed and .ntlclplud lerwgth of phcnmam
Imwm of child cnd his parants in treatmem program-
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Attachment D

C-1v Pm)ment System

Following are the concerns raised in FAnding 3 and clarifying Ihformatlon regarding C-1Iv
and our Eligibility Process:

» Children’s birthdates per thé Days of Care Schedule differed from the DPSS payment
System

Birthdates in C-IV are documented based on a birth certificate or other
_documentation that Is prescribed by EAS regulations.

e Warrants were Issued to the provider in an amount different than was reported on
the Days of Care Schedule

Placement start and end dates are submitted to Eligiblity by way of form SOC158 as
prescribed by regulations in the EAS. Bligibiiity cannot act on placement information
recelved from caregivers. Only soclal workers can provide this information via form

e Agencies did not receive payment .for children reported on the Days of Care
Schedule '

Agendcies will only receive payment for placements that are documented by the
social worker on form SOC158 and submitted to Eligibility per regulations in the EAS,
Eligibliity Is not held to a payment standard stated by the "Days of Care Schedule”,

* Agencies recelved payment for children not reported on the Days of Care Schedule,

Payments issued by Eligibility are eligible amounts documented in the file by the
form SOC158 from the soclal worker to Eligibility staff. Eligibility is not held to a
payment standard stated by the “Days of Care Schedule”.

» Agencies continued to recelve payment for children over the age of 18 without an
exception on file.

It is unknown what the term “exception on file” indicates. The EAS payment
regulation requires verification of high school graduation or receipt of 2 GED before
age 19 to be on file in order to continue AFDC-FC funding. Eliglbility cases contain
this documentation on form DPSS1182 on file in the Eligibliity case when AFDC FC
funding continues. If the requirement is not met, the funding of the case Is
changed to all county funds (ACF). When ACF are issued, documentation of the
approval of the all county funds is on file in the Eligibllity case.
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* 4 of 6 agencles were pald under multiple vendor names,

DPSS requests clarification regarding the finding of multiple vender names. It is
possible that vendor names with spelfling and abbreviation variances may have been
used. Agencles are identified in the Resource Data Base (RDB) saction of the C-Iv
‘System. The C-1V system is shared by four Californla counties as the automated

select from for payee status. DPSS Is now in the process of working with C-IVto
reduce the multiple entries in the RDB, Additionally, counties and C-1V are working
1o enable the system to contain information in the RDB as to which entries are
approved and should be used by each specific county,
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March 21, 2008

Dear Mr. Byrd:

This lettar is in response to your lelier dated December 11, 2007 and sent to

Mary L. Ault, formes Deputy Dissctor of the Children and Family Services Division of the
c.mmmmsom(cnssmmmmmcoss-mpyou
confidentia draft report of an audit conducted by the County of Riveraide Auditor-
Controller’s Offics. This audit examined Riverside County Department of Public Social
Services (OPSS)'s oversight of their foster care program. You indicated in your lstter
mmmmhmmmmmmmm.mmuﬁen
nead 1o be investigated by CDSS. Further, you requestad that CDSS advise you as to
the course of action we plan to take regarding this matter.

mmmmmnommmmmmmuamwmr
MWMRNRMCNWDPSSWMIWMme
providers in your sample of the County’s foster cars program. As the single state
agency responsidble for the administration of Title IV-E Ald to Families with Dependent
Children-Foster Care Program funds, CDSS is responsibie for determining group home
compiiarice with aiplicable federai and state statutes. Pursuant to Weifare and
mmcms.mnm.zm),cussmqumalmmmmmm
operate a group home progvam or foster family agency to submit Financial Audit -
Reports (FARs), snnually or triennially, in order to receive a foster cars raste. The CDSS
uses the FARs submitted from providers as ona of the tools for monitoring a provider's
financial condition and may assass a risk to detsmine further review of the foster care
provider. Additionally, group home and foster tamily agency funds and expenditures are
monilored to ensure that they are dedicated to benefit foster care children, and the uss
of funds ia controlled by CDSS' reguistions in the Manual of Policies and Procedures
Section 11-404.



Mr. Robert E.Byrd
Page Two

The information contained in the draft audit report is important; however, in its current
version, it is not a document upon which CDSS can rely to establish findings.
Therefore, CDSS is accepting the information provided in the draft audit report as a
complaint that will be handled through our complaint process administered by the
CDSS’ Program snd Financia! Audiis Bureau. Additionally, we are forwarding a copy of
the draft audit report to CDSS' Community Licensing Division (CCLD) for their
consideration as there are potential licensing violations identified.

If you woulkd iike further discussion, please call me at (916) 657-2614 or Barbara Eston
Chief, Foster Care Audits and Rates Branch, at (916) 651-0162.

L]

GREGORY E. ROSE

Acting Deputy Director
Chikiren and Family Services Division

¢. Margarita Femandez, Chief of Public Affairs
Susan Losw, Director , Riverside Department of Public Social Services
Robert L. Garcia, Chief Deputy Director, CDSS



