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The purpose of this nmenorandumis to alert you to the
i ssuance on January 7, 1992 of our final audit report.
A copy is attached.

For Fiscal Year (FY) 1989, Pennsylvania's Department of
Public Wlfare (State agency) clainmed $25.4 mllion under
the Title IV-E Foster Care program for costs incurred by
t he Phil adel phia County Departnent of Human Services
(DHS). The State agency received about $14.6 million in
Federal financial participation (FFP) reinbursenent.

Qur statistical sanple of the 33,154 nonthly nmaintenance
paynments made by DHS during FY 1989 showed tha}: the State
agency was not entitle? to alnost $6.8 nmillion' of the
FFP because 57 percent of the clains reviewed were in
violation of one or nore program requirenments as noted
bel ow.

o Forty-one percent of clains sanpled involved
children who were voluntarily placed in foster
care. Since voluntary placenents were not
covered by the State agency's State plan, these
clains were not eligible for FFP.

o Fifteen percent of clains sanpled involved
children who |acked the required judicial
det erm nati ons.

This anount was projected based on the nunber of clains
in our sanple with one or nore violations. The
projected FFP attributed to specific violations totaled
nore than $6.8 mllion.

The separate percentages add to nore than 57 percent
because sone clains had nore than one error associ ated
with them

Memorandum



Page 2 - Jo Anne B. Barnhart

o Four percent of clains sanpled involved children
residing in foster honmes that were not docunented
as being evaluated and approved annually. Annual
eval uations and approvals were required by State
agency regul ations.

o Two percent of clainms sanmpled involved children
who were not eligible for the Ald to Fanmlies
Wth Dependent Children (AFDC) program
Eligibility for AFDC is a prerequisite for Title
IV-E eligibility.

o One percent of clainms sanmpled involved children
who exceeded the age requirenents for the Title
| V-E Foster Care program

We are nmking procedural recommendations in this report
aimed at inproving the State agency's admnistration of
the Title |V-E Foster Care program V& are also
recomendi ng that the State agency make a financial
adjustrment of alnobst $6.8 million for the ineligible
clains identified in this report.

The State agency generally disagreed with our findings
and recomendati ons. Qperating Division officials

concurred in our findings and reconmendati ons.

If you have any questions, please call ne or have your
staff contact John A Ferris, Assistant |Inspector GCeneral
for Human, Fam |y and Departnental Services Audits, at
(202) 619-1175.

At t achnent
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REGION (i
3535 MARKET STREET
SHILADELPHIA. PENNSYLVANIA 1:#104

TELEPHONE:
AREA CODE 215
596-6743-6744

Qur Reference: Common ldentification Nunmber

Ms. Karen F. Snider

Acting Secretary

Pennsyl vania Departnent of Public Wl fare
333 Health and Wl fare Building
Harrisburg, Pennsylvania 17120

Dear Ms. Sni der:

_- —'/é DEPARTMENT OF HEALTH & HUMAN SERVICES

LUAILING ADDRESS

PO BOX 13716 MAIL STCP =
SHLADELPHIA
“ENNSYLVANIA 19101

A-03-91- 00551

Encl osed for your information and use are two copies of an

HHS/ O G Ofice of Audit Services final audit

report titled

REVI EW OF FOSTER CARE NMAI NTENANCE PAYMENTS MADE BY THE
PH LADELPHI A COUNTY DEPARTMENT OF HUMAN SERVI CES AND CLAI MED
FOR FEDERAL FI NANCI AL PARTI Cl PATI ON BY THE PENNSYLVAN A

DEPARTMENT OF PUBLI C WELFARE. Your attention

audit findings and recomendations contained

is invited to the

in the report.

The official naned below will be communicating with you in the

near future regarding inplenentation of these

itens.

In accordance with the principles of the Freedom of Information
Act (Public Law 90-23), HHS/O G Ofice of Audit Services
reports issued to the Departnent's grantees and contractors are

made available, if requested, to nmenbers of

the press and

general public to the extent information contained therein is
not subject to exenptions in the Act, which the Departnent

chooses to exercise. (See Section 5.71 of
Public Information Regulation, dated August

the Departnent's
1974, as revised).

To facilitate identification, please refer to the referenced
common identification nunber in all correspondence relating to

this report.

Sincerely

Regiogal

Encl osure

ours,

| nspector Cener al
for' Audit

Servi ces



HHS Cont act:

Director, Ofice of
Adm nistration for

Fi scal Qperations
Children and Famli es,

P. 0. Box 13716, Mail Stop #12
Phi | adel phi a, Pennsyl vani a 19101

Regi on



SUMVARY

For Fiscal Year (FY) 1989 (CQOctober 1, 1988 to

Septenber 30, 1989), the Philadel phia Departnent of Human
Services (DHS) invoiced 33,154 Title IV-E Foster Care

mai nt enance clains totaling about $25.4 mllion, and
requested reinbursenent from the Pennsylvania's

Departnment of Public Wl fare (the State agency). The
State agency clainmed these costs under the Title IV-E
Foster Care program and was rei nbursed about $14.6
mllion in Federal financial participation (FFP)

Qur review showed
that the State . .
agency was not rough statistical sampling
entitlied to al nost echniques, the Office of
$6.8 nillion of FFP nspector General (OIG)
because a high ' {
percentage of clains
involved 1 or nore
vi ol ati ons of

Federal and/or State
regul ati ons.

Most of the

vi ol ations--41
percent of the
claims reviewed and about $5.3 million' of the FFP
guestioned--related to clains for children who were
voluntarily placed in foster care. The DHS clained these
costs and the State agency clainmed FFP for these costs
knowing that the State plan did not contain provisions
for voluntary placenents. Since there were no provisions
in the State plan for voluntary placenents, the State
agency was not entitled to FFP for costs associated with
t hese pl acenents.

Anot her major source of the violations was judicia

det er mi nati ons. W found that 15 percent of the clains
reviewed and $3,095,761 of the FFP questioned related to
cases involving children who |lacked a judicia
determnation required by Title IV-E

W found other errors as well. About 7 percent of the
clains reviewed and $823,622 of the FFP questioned

i nvol ved foster honmes that were ineligible for
participation in the Title IV-E Foster Care program and

'"The FFP anmpbunts attributed to the specific types of
regul atory violations exceed the total of $6.8 mllion

because sone of the clains reviewed involved nore than 1

viol ati on



children that were either ineligible for the Ald to
Famlies Wth Dependent Children (AFDC) program (a
prerequisite for Title IV-E eligibility) or over age.

Subsequent to the period of our audit (FY 1989), the
State agency revised its State plan to allow for

vol untary placenents. Therefore, we are not naking any
procedural recomendations relative to these placenents.
W are making procedural recomendations in this report
aimed at inproving other aspects of the State agency's
admnistration of the Title IV-E Foster Care program W
are also recommending that the State agency make a
financial adjustnent of $6,786,678 for the ineligible
claims identified in this report.

By letter dated July 18, 1991, the State agency responded
to a draft of this report. The State agency disagreed
with our findings and recomrendati ons and provi ded
additional information regarding the AFDC eligibility of
six children referred to in the draft audit report.

W have reviewed the State agency's response and have
made certain changes to this report. The mgjor issues
raised by the State agency are summarized at the end of
this report along with our comments. The State agency's
letter is included as Appendix B to this report. W have
not included the attachnents to the letter because of
their bulk and to protect the confidentiality of foster
parents and chil dren.
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| NTRODUCT] ON

BACKGROUND

The Adoption Assistance and Child Wlfare Act (hereafter,
the Act) of 1980, Public Law 96-272, becane effective
Cctober 1, 1980. The Act established the Title IV-E
program- - Federal Paynents for Foster Care and Adoption
Assi st ance. The foster care conponent of the Aid to
Famlies Wth Dependent Children (AFDC) program which
had been an integral part of the AFDC program under Title
IV-A of the Social Security Act, was replaced by Title
IV-E, effective October 1, 1982.

Title IV-E was intended as a neans of reformng the
nation's approach to foster care and adoption. At the
time Title IV-E was enacted, the foster care system was
perceived to be a holding system for children living away
from their parents with little hope of being reunited
with their famlies or achieving a permanent foster home.
Title I'V-E provided for Federal sharing in paynents of
mai nt enance costs associated with the care of foster
children if certain conditions were net. The conditions
were ained at preventing unnecessary separation of the
child from the parents; inproving quality of care and
services to children and their famlies; and ensuring
per manency through reunification with parents or other
alternative permanency planning.

The Administration for Children and Famlies (ACF)
through its Adm nistration for Children, Youth and
Famlies (ACYF) administers the Title IV-E Foster Care
program for the Departnment of Health and Human Services
(HHS) . In the Conmonweal th of Pennsylvania, the
Departnment of Public Wlfare (State agency) is

responsi ble for admnistering the Foster Care program at
the State |evel. The State agency, in turn, delegated,
under the provisions of State law, the authority to the
Phi | adel phia County Departnent of Human Services (DHS) to
adm nister the program within that County.

The DHS submitted a Sunmary |nvoice (CY64-PM) to the
State agency each quarter to claim T Title IV-E

mai nt enance, adm nistrative, and training costs incurred
during the quarter. Attached to the Summary |nvoice was
a Mnthly Reinbursenent Report for each nonth of the
quarter. The Monthly Rei nbursenment Report clained costs
by individual child and showed the nunber of days that
each child remained in the program during that nonth.
The State agency reinbursed DHS on the basis of the
Sunmary Invoice, and claimed FFP on the quarterly

Title I'V-E Statenment of Expenditures (Form No. |V-E-2)
submtted to ACF (a State Quarterly Report of



Expenditures and Estimates [Form No. |V-E-121 is
currently submtted to ACF).

The DHS' Sunmary Invoices and Monthly Rei nbursenent
Reports covering the period Cctober 1, 1988 through
Sept enber 30, 1989 (FY 1989) included clained costs of
$25,440,415 for 33,154 foster care nmaintenance clains.
The State agency subsequently clained these costs and
were reinbursed $14,570,020 in FFP.

SCOPE O AUDI T

Qur audit was performed in accordance w th government
audi ting standards. The objective of our audit was to
determne if foster care naintenance costs of $25,440,415
clained by DHS on the FY 1989 Summary Invoices and
subsequently clainmed for FFP by the State agency net
provisions of Title IV-E of the Social Security Act and

i mpl emented Federal regul ations.

W reconciled costs clainmed by DHS on the FY 1989 Sunmary
Invoices to the Quarterly Statenent of Expenditures
reports prepared by the State agency and submitted to
ACF. W conpared provisions of Title IV-E and Federal
regulations to the State agency's and DHS*' written

regul ations and policies to ensure conpliance with
Federal regul ations. To test conpliance with the

regul ations, we statistically selected on a random basis
100 of the 33,154 individual foster care naintenance
clainms listed on DHS' FY 1989 Monthly Rei nbursenent
Reports. (See Appendix A for the sanple nethodol ogy used
inthis audit).

W reviewed case files associated with the 100 sel ected
clains and conpared data in case files to FFP eligibility
requi rements established by Title IV-E W identified
the nunber and ampunt of clains in our sanple that did
not neet the FFP eligibility requirenments, and used a
standard scientific estimation process to identify the
probabl e nunber and anount of clains in the total

popul ati on (33,154 naintenance clainms nade by DHS) that
were ineligible for FFP. W also reviewed case files
with DHS and State agency personnel to obtain their views
on those clains that we determned were not in accordance
with Title IV-E requirenents.

O her than the issues discussed in the FIND NGS AND
RECOVMVENDATI ONS section of this report, we found no

i nstances of nonconpliance with applicable |laws and
regulations. Wth respect to those itens not tested
(that is, not subject to our statistical sanple), nothing
cane to our attention to cause us to believe that the

2



untested itens were not in conpliance with applicable
| aws and regul ati ons.

Qur audit was conducted at State agency offices in
Harrisburg and Philadel phia, Pennsylvania and at DHS in
Phi | adel phi a. Qur audit was perforned during the period
Decenber 1990 through March 1991

FI NDI NGS  AND RECOVMENDATI ONS

| NELI G BLE NMAI NTENANCE COSTS CLAIMED FOR FFP

Qur review at DHS disclosed w despread nonconpliance wth
Federal regulations and provisions of the State plan. W
estimate that at |east 18,898 (57 percent) of the 33,154
foster care maintenance claims invoiced by DHS for

FY 1989 and clainmed for FFP by the State agency were
ineligible for Federal reinbursement under the Title

| V-E Foster Care program As indicated by the

per cent ages below (they add to nore than 57 percent),

sonme clains had nore than one error associated with them

o Forty-one
percent of
the clains
for paynent
were made on
behal f of
children who
wer e
voluntarily
pl aced in
foster care.
The State
agency's
approved State plan did not include a provision
for voluntary placenents.

o Fifteen percent of the clains were made on behal f
of children who |acked the required judicial
det erm nati on.

o 7 percent of the clains contained other errors
associated with foster honmes that were ineligible
for the Title IV-E Foster Care program and
children who were either ineligible for AFDC or
over age.

W identified w despread violation of Federal regulations
through a statistical sanple of the 33,154 foster care
mai ntenance clainms totaling $25,440,415 that were nade by
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DHS on behalf of children participating in the Title

| V-E Foster Care program during FY 1989. These cl ai ns
were listed on the Monthly Reinbursenent Reports which
were attached to the Summary Invoices for FY 1989.

W randomy selected 100 of these clainms and determ ned
that 57 were ineligible for FFP because of 1 or nore of
the violations described above. Using a standard
scientific estimation process, we concluded that there
was a 95 percent probability that the State agency
clained FFP for 18,898 clains, totaling at |[east
$11,849,930, ineligible for FFP under the Title IV-E
Foster Care program The State agency was reinbursed FFP
of at least $6,786,678 for these ineligible clains.

Qur projection is an unduplicated error projection and,
therefore, does not take into account the fact that 6 of
the 100 clainms were not in conpliance with nore than 1
Title IV-E requirenent. To show the relative
significance of each type of violation and its inpact on
the State agency's clains for FFP, we have made separate
projections by type of violation. Taken separately,
these projections can be used to reasonably estinmate the
rel ati ve seriousness of the specific violation. However,
since these separate projections are based on the nunber
of violations noted in the clains sanpled rather than on
the nunber of clainms with violations, the separate
projections cannot be added to arrive at our projection
for the ineligible FFP reinbursed the State agency under
the Title IV-E Foster Care program

Voluntary Pl acenents

Based on the results of our statistical sanple, we
estimate that 13,593 clains, or 41 percent of the foster
care nmintenance clains invoiced by DHS for FY 1989 and
clained for FFP by the State agency, were ineligible for
FFP because the children on whose behalf the clains were
made were voluntarily placed in foster care by parents or
guar di ans. The State agency's State plan did not provide
for voluntary placenment. The State agency was reinbursed
FFP of $5,277,685 for these ineligible clains.

Federal regulations, 45 CFR Chapter X1, Section 1356.20
(a) require that:

"to be in conpliance with the State plan
requirements and to be eligible to receive FFP in
the costs of foster care nmaintenance payments...a
State nmust have a State plan approved by the
Secretary that neets the requirements of this part".



Section 1356.20 (b) adds that:

“if a State chooses to claim FFP for voluntary
foster care placenents, the State nust neet the
requi rements of paragraph (a) of this section and
section 102 of Pub. L. 96-272, the Adoption
Assistance and Child Wl fare Act of 1980, as it
amends section 472 of the Act".

An ACYF Policy Interpretation Question (PIQ 89-03, dated
July 24, 1989 also dealt with FFP for voluntary

pl acenents in the Title IV-E Foster Care program
According to this PIQ for a State to claim FFP for
children voluntarily placed in foster care, it nust have
such a provision in its Title IV-E State plan. The PIQ
al so states that a State which does not have a voluntary
pl acenment provision in its State plan cannot claim FFP
for a child who has been voluntarily placed even if there
has been a subsequent judicial determ nation made within
6 months of the tinme that the child had |ast been I|iving
with a parent or guardian. In States that accept
voluntary placenents but do not have a voluntary
provision in its State plan, voluntary placenents are
ineligible for FFP during the entire stay in foster care.

The State agency did not include a provision for
voluntary placenments in its FY 1989 State plan for the
Title I'V-E Foster Care program Therefore, clainms nade
on behalf of children voluntarily placed in foster care
were not eligible for FFP. There were 41 clainms in our
sanpl e of 100 where an agreenent was signed by a parent
or guardian and a representative of DHS to voluntarily
place the child in foster care. Subsequently, a judicial
determnation was nade to the effect that the placenent
was in the best interest of the child.

The 41 clainms that were nade on behalf of children
voluntarily placed in the Title IV-E program total ed
$27, 795. W projected these results to the total nunber
of clains invoiced by DHS and clainmed for FFP by the
State agency. W estimate that the State agency clained
$9,215,141 (point estimate) for clains invoiced during
FY 1989 on behalf of children who were voluntary placed
in the Title IV-E Foster Care program The State agency
was reinbursed FFP of $5,277,685 for these ineligible

cl ai ns.

Judicial Determ nations

Based on the results of our statistical sanple, we
estimate that 4,973 clains, or 15 percent of the foster
care nmmi ntenance clains invoiced by DHS for FY 1989 and
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clained for FFP by the State agency, were ineligible for
FFP because the children on whose behalf the clains were
made |acked a judicial determ nation required by

Title IV-E.  The State agency was reinbursed FFP of
$3,095,761 for these ineligible clains.

Section 472(a)(l) of the Act and inplenenting regulations
require that renoval of a child from the home nust be
either by a judicial determnation or by a voluntary

pl acenment agreenent. In order to claim FFP for paynents
made on behalf of children renoved from the hone by a
judicial determination, the judicial determ nation nust
be a court order signed by a judge that contains a
statenent that continuation of residence at hone is
contrary to the welfare of the child. For mai ntenance
paynments made on behalf of a child renoved from the hone
on or after Cctober 1, 1983, the court order nust also
state that reasonable efforts were nmade to prevent the
child' s renoval from the hone and to nake it possible for
the child to return hone. If the judicial determnation
is subsequent to the renoval of the child, the court

order should also state that reasonable efforts were nade
to reunite the child with the famly.

In our sanple of 100 clains, 59 were associated with
children renoved from the hone as a result of a court

or der. For 2 of the 59 children, DHS could not provide
us with a copy of the judicial determnations. Si nce
there was no assurance that the judicial determ nations
net the Title IV-E requirenents for FFP, we have

di sal l owed these costs for FFP purposes.

There were judicial determnations for the 57 renaining
chil dren. However, the court orders relative to the
rempval of 13 of these children from their hones were not
in conpliance with Title IV-E requirenents in that:

o court orders for 10 clains nmade on behalf of the
children renmoved from their hones after
Cctober 1, 1983 nmade no nention of efforts nade
to prevent the child s renoval from the hone and
to make it possible for the child to return hone;
and/ or that continued residence at hone was
contrary to the welfare of the child.

o court orders for three clainms made on behal f of
children renoved prior to Cctober 1, 1983, nade
no nmention that living at honme would be contrary
to the welfare of the child.

The 15 clains ineligible for FFP, including the 2 cases
that were missing a court order, totaled $16,304. W
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projected these results to the total nunber of clains

i nvoi ced by DHS and clainmed by the State agency for FFP.
W estimate that the State agency clained $5,405,349
(point estimate) for clains invoiced during FY 1989 on
behal f of children who |acked the judicial determnation
necessary for Federal reinbursenment under the Title IV-E
Foster Care program The State agency was reinbursed FFP
of $3,095,761 for these ineligible clains.

G her Errors

W found other errors in our sanple cases related to
foster hones that were ineligible for the Title IV-E
Foster Care program and to children who were either
ineligible for AFDC or over age. Since the nunber of
errors within these categories were not individually
projectable, we consolidated the errors into a single
cat egory.

Based on the results of our statistical sanple, we
estimate that 2,321 clainms or 7 percent of the

mai nt enance clains invoiced by DHS for FY 1989 and
clained for FFP by the State agency, were not eligible
for Federal reinbursement. The State agency was

rei nbursed FFP of $823,622 for these ineligible clains.

Foster Hone Eligibility

The Act and inplementing regulations require that for
foster care nmintenance paynents to be eligible for FFP,
the facilities that receive paynents nust be |icensed or
approved in accordance with State established
requirements. Under the Pennsylvania Code, Title 55:
Public Welfare, Chapter 20, the State agency issues a
Certificate of Conpliance to the legal entity permtting
it to operate a specific type of facility or agency, at a
given |ocation, for a specific period of tine, and
according to appropriate Departmental program |icensure
or approval regul ations. Section 20.31 of Title 55
states that a facility or agency will be evaluated at

| east once every 12 nonths.

The State agency issues certificates to residential child
care facilities and private agencies that operate foster
famly hones. Certificates are also issued to public
agencies, that is, governnental entities that, in turn,
are permtted to approve foster famly hones. The State
agency issued DHS a Certificate of Conpliance for a
public agency, thereby enabling DHS to approve foster
famly homes for participation in the foster care

progr am



According to DHS policy and State regul ations,
reevaluations of all foster famly honmes nust be
conducted every year to assure that homes continue to
neet State and DHS requirements. The results of the
evaluation are reported on a Caretaker/Foster Famly
Annual Performance Evaluation report (Form 85-465).
Through this evaluation process, the foster home is

ei ther approved, provisionally approved, or disapproved.
Sone factors which are considered in the eval uation
process are: t he physical adequacy of the hone, the
financial status of the foster parents, the quality of
care provided by the foster parents, the ability of the
foster parents to supervise and discipline children, and
several safety requirenents.

O the 100 clains that we reviewed, 73 pertained to
famly honmes, 8 pertained to group hones and 19 pertained
to institutions. The group hones and institutions
associated with the 27 clains had a valid Certificate of
Conpliance issued by the State agency for the period of
our review Therefore, these facilities were eligible
for Title I'V-E Foster Care paynents.

O the 73 clains pertaining to famly honmes, DHS could
not |ocate an annual perfornmance evaluation report to
substantiate that 4 homes had been eval uated and approved
by DHS. In the absence of docunentation show ng that DHS
had approved the four hones for program participation, we
believe that clains associated with the honmes were
ineligible for FFP. The 4 ineligible clains total ed

$1, 117.

AFDC Eligibility of Foster Care Children

According to Section 472 (a) 4 of the Social Security
Act, a child to be eligible for the Title |IV-E Foster
Care program nust have also been eligible for AFDC
benefits at the tine of his or her renoval from the hone.
In Philadel phia, DHS required that all children renoved
from a hone have an Eligibility Determnation form (CY61)
conpleted by a social worker. The formlists all the
eligibility criteria used in determning a child's
eligibility for the Title IV-E Foster Care program

i ncluding whether the child is eligible for AFDC

Qur review showed that in two cases, DHS could not |ocate
an Eligibility Determnation form to substantiate that
the children were eligible for AFDC at the tinme of their
renmpval from the hone. The DHS cl ainmed $1,298 for these
two cases.



Over Age Foster Children

The Social Security Act, Title IV, Part A Section 406(a)
requires that to be eligible for foster care, a child be
under the age of 18. At the option of the State, a child
under the age of 19 nmay be eligible if a full-tine
student in a secondary school (or in the equivalent |evel
of vocational training), and if before reaching 19, nmay
reasonably be expected to conplete the program of such
secondary school (or such training).

Qur review showed that in 1 instance the foster care
child was 19 years and 4 nonths old at the tine DHS

i nvoi ced the sanpled paynent. The sanpled claim total ed
$1, 922.

CONCLUSI ONS ~ AND  RECOMVENDATI ONS

Based on the results of our statistical sanple, we
estimate that at least $11.8 million of the $25.4 million
reported by DHS for FY 1989 foster care naintenance
payments and subsequently clainmed by the State agency for
FFP under Title IV-E was ineligible for Federal

rei mbur senent . The State agency was reinbursed FFP of at
| east $6,786,678 for these ineligible clains.

The primary reason why
the rate of ineligible

claims was so high was untary pla
DHS' insistence on no .longer be
claimng costs but other

associated with remain to.
voluntary foster care L
pl acenments, know ng
that the State plan did
not provide for Federal reinbursenent for these

pl acenent s. W estimate that 41 percent of DHS clains
were for voluntary placenments. QG her DHS violations of
Federal and State regul ations involved: | ack of
satisfactory judicial determ nations; ineligible foster
famly honmes; and children either ineligible for AFDC or
over age.

W are not naking any recomendations for procedural

i mprovenent relative to voluntary placenments since they
are now allowed under the FY 1990 State plan. W
bel i eve, however, that inprovenents should be nade in
DHS' conpliance with other Federal and State
requirenents.



We, therefore, recomend that the State agency:

1. Enphasize to DHS the inportance of full
conpliance with Federal and State regul ations
regar di ng: judicial determ nations of children
placed in foster care, annual evaluations of
foster famly hones, AFDC eligibility of
children placed in foster care, and the age
[imt for children participating in the Title
| V-E Foster Care program

2. Periodically mnonitor DHS' performance in
conmplying with Federal and State regul ations
regarding the Title |IV-E Foster Care program

3. Make a financial adjustnment of $e6,786,678 for
FFP in mai ntenance clains invoiced by DHS for
FY 1989 that were ineligible for Federal
rei nbursement under the Title |V-E Foster Care
program

STATE AGENCY RESPONSE AND O G COWMMENTS

The State agency responded that our findings could not be
used as a basis for a disallowance of FFP because our
sanpl i ng met hodol ogy was incorrect. The State agency
disagreed with all findings except for the one dealing
with the over age child. The State agency al so provided
additional information on the six children referred to in
our finding on AFDC ineligibility.

In commenting on our recommendations, the State agency
stated that it conducts annual evaluations of DHS to
assure conpliance with all applicable regulations. The
reviews will continue and appropriate corrective action
will be required of DHS for all areas of nonconpliance.
The State agency did not agree to nake the recomended
financi al adjustnent.

W have reviewed the State agency's response and have
made m nor changes to this report. As noted bel ow, we
believe that our statistical sanpling nethodol ogy was
correct and that our findings were valid.

Statistical Sanple

The State agency stated that our statistical sanple
did not conply with standards set forth in an ACYF
review guide that we used in the review The gui de
called for a sanple size of at |east 330 clains
while our sanple size was 100. The State agency
also stated that our sanple was invalid in that it
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did not include supplenmental and retroactive clains
in the universe.

W used the ACYF review guide as an audit tool in
reviewing case files that we selected using QG
statistical sanpling policies and procedures. W are not
required to, nor would we, use the ACYF guide to
determine the sanple size when inplenentation of AG
policies and procedures results in a statistically valid
sanple at less cost to the Federal Governnent.

O G audits are conducted in accordance with the
Governnment  Auditing Standards (1988 Revision) issued by
the General Accounting Ofice (GAO. This docunment sets
out "Standards for Audit of GCovernnental

Organi zati ons, Prograns, Activities and Functions."

Broadly, wunder these standards, an O G audit nust provide
relevant, valid, reliable, factual, and convincing

support for the auditor's concl usions. Qur statistical
sanple conplies with O G policies and procedures and
provides valid, reliable support for our findings.

Further, a snmaller size sanple does not place the State
at a disadvantage since it results in a w der "confidence
level” and a lower "lower limt". W used the "lower
[imt" in our recommended financial adjustnent.

The fact that supplenental and retroactive clains were
excluded from the universe of sanpled clains has no
bearing on our statistical projection for the period
under review and for the various types of errors

di scl osed during the review W applied the results of
our statistical sanple to the universe from which the
sanpl e was drawn--the 33,154 foster care maintenance
clains totaling $25,440,415.

Voluntary Placenents

The State agency stated that since a policy
interpretation was not issued until July 1989 and
prior reviews had approved the conversion of
voluntary placenents after the date of subsequent
judicial determnations, the costs of such

pl acenents are allowable even though the Title IV-E
State plan did not contain the voluntary placenent
provi si on.

The ACYF policy interpretation referred to by the State

agency interprets Federal regulations that were in effect
t hroughout the entire year that we revi ewed. The

regul ations require that for voluntary placenents to be

al l onabl e under the Title IV-E Foster Care program such
pl acenents nust be specifically provided for in the State
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pl an. Regarding the State agency's comments relative to
prior HHS approval of converted voluntary placenents, an
ACF official denied that this practice was approved by
HHS. This, however, is not the issue. The issue is that
voluntary placenents are not allowable unless specified
in the State plan.

Judi ci al Det er m nati ons

The State agency nentioned a My 1991 Depart nent al
Appeal s Board (DAB) decision that specified the
requi rements for submission of docunentation
regarding the judicial determnations of reasonable
efforts. The State agency stated that it did not
have tine to review the decision and to review the
necessary court records to obtain the additional
docunent ati on.

Wth regard to the disallowance related to the
"contrary to the welfare" |anguage, the State agency
believed that the existing |language in the court
orders' |anguage was sufficient to neet the
standards set forth in a recent policy
interpretation, ACYF-PIQ 91-03.

The State agency did not identify the DAB decision that
it referred to and ACF was unaware of any recent decision
that affected our audit finding. The ACYF-PIQ 91-03
referred to by the State agency is dated April 3, 1991,
after our on-site audit effort was conpleted. The policy
interpretation deals with court orders which sentence
children to juvenile detention facilities.

W reevaluated our questioned cases in accordance wth
this policy interpretation. The interpretation applied
to two cases. However, there was no effect since we also
guestioned both cases because the court orders were
deficient regarding the reasonable efforts provisions of
the Federal guidelines. As a result, our overall
projection in this particular finding is unaffected by
ACYF- Pl Q@ 91- 03.

Eligibility of Foster Hones

The State Agency stated that approval of a foster
home is effective until an adversary action to
revoke the hone's approval is made and that the
absence of an annual reevaluation does not, in
itself, nean that a foster home is no |onger
approved.
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State regulations and DHS policy in effect at the tine of
our review required an on-site inspection of a foster
hone at |east every 12 nonths. The results of the
evaluations were to be recorded on a Caretaker/Foster

Fam |y Annual Performance Evaluation Report, and were to
lead to the home being approved, provisionally approved
or disapproved for program participation. The DHS was
unable to provide us with the reports to support 4 of the
100 clainms revi ewed. Since neither DHS nor the State
agency could assure that the four honmes were eval uated
annually as required, or, if evaluated, were approved for
program participation, we questioned the FFP associ ated
with the four clains.

More inportant than the FFP issue, however, is the fact
that the State agency appears to be accepting the fact
that foster famly hones, if approved originally, do not
have to be evaluated annually. According to the State
agency, these honmes can continue to service foster care
children until direct, adversary action is taken against
t hem

W question how tinely, direct action can be taken

agai nst substandard homes unless regular evaluations are
perforned to identify those honmes that are substandard.

In our opinion, evaluations of foster famly honmes serve
a single primarily purpose--the protection of the foster
child or children placed in the hones. If the State
agency does not require annual evaluations of these hones
and strictly enforce this requirement, the protection
afforded these children is dimnished.

AFDC Eligibility

The State agency furnished additional docunentation
for the six questioned cases in our draft report.

In our opinion, the additional docunentation supported

the AFDC eligibility for four of the six cases. In one
case, the State agency agreed that AFDC eligibility could
not be determ ned. In anot her case, the copy of the

CY-61 provided by the State agency showed that the child
was ineligible for AFDC

O the four cases accepted, three were questioned for

ot her reasons as well. Therefore, we deleted just one of
the four cases from the overall statistical projection
made in this report.
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Over Age Children

The State agency acknow edged that the one
individual cited in our draft report was over age
and, therefore, ineligible.

Sunmary

We believe that our findings show w despread violation of
Federal and State regulations by DHS. The State agency
is responsible for ensuring that these violations are

hal t ed. Revision of the State plan to allow voluntary

pl acenents corrected the nobst conmon violation. Still 22
percent of the clains that we reviewed contained other
types of violations. W continue to recommend that the
State agency reenphasize to DHS the inportance of full
conpliance with Title IV-E requirenents, nonitor DHS to
ensure that maxi mum conpliance is achieved, and nmake a
financial adjustnment of $6,786,678.
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APPENDI X A
Page 1 of 2

SAMPLI NG METHODOLOGY AND RESULTS

On a statistical random basis, we exam ned 100 nonthly
mai nt enance clains invoiced by the Philadel phia County
Departnent of Human Services (DHS) from a popul ati on of
33,154 active nonthly clainms invoiced to the Pennsylvania
Departnment of Public Wl fare (State agency) for a
subsequent claim for FFP. The clainms we sanpled were
drawn from the nmonthly invoices that were conbined into
quarterly Sunmary Invoices for the period October 1, 1988
to Septenber 30, 1989.

W defined an error as the amount of FFP clained for any
i nvoi ced claim which was ineligible for any of the five
reasons identified in this report: (1) voluntary

pl acenent; (2) lacking required judicial determ nations;
(3) foster home ineligibility; (4) children ineligible
for the Ald to Famlies Wth Dependent Children (AFDC)
program or (5) children who exceeded Title |IV-E Foster
Care age requirements.

O the 100 clains sanpled, we determned that 57 were
ineligible for FFP for one or nore of the aforenentioned
reasons. Using a standard scientific estimation process,
we concluded that there is a 95 percent probability that
from Qctober 1, 1988 through Septenber 30, 1989, DHS
invoiced clains totaling at |east $11,849,930 which were
not eligible for Federal reinbursement under the Title

| V-E Foster Care program The State agency subsequently
claimed Federal reinbursenent for these clains and was
rei nbursed $6,786,678 in FFP. The point estimte and
preci sion upon which this finding is based are
$15,257,710 +/- $3,407,780 with a standard error of

$61. 91.

W also perfornmed subsidiary sanple analyses to show the
relative significance of the specific types of errors.
These anal yses were made using the same criteria as above
except that an error was defined as the anount clained
for any claimthat was ineligible for a single type of
error. The results of the individual error type have
been reported at the point estimate as foll ows:



APPENDI X A

Page 2 of 2

TYPE OF ERRCR NUMBER OF CLAI MBS FFP PO NT
ESTI MATE

Vol untary Pl acenent 41 $5,277,685

Judicial Determnations 15 3,095,761

O her Errors* 7 823, 622

*Includes Ineligible Foster Homes, Children Ineligible
for AFDC, and Over Age Child

Because sone clains were ineligible for nore than one
reason, the results of the subsidiary sanple analyses are
not rmnutually exclusive of each other and should not be
added toget her. An accurate estimate of the total nunber
of ineligible clains can be obtained from our conbined
anal yses.
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COMMONWEALTH OF PENNSYLVANIA

DEPARTMENT OF PUBLIC WELFARE
P.O. BOX 1675
HARRISBURG. PENNSYLVANIA17105-2675
Harry D. Sewell . T17 787-3423
suty Secretary for Admunistrauon PRV

:21

Lo

4r. G. A. Rafalko
2egional |nspector Ceneral
for audit Services
2ffice of Inspector Ceneral
Jepartment Of Health and Human Services
>.0. 13716

niladelpnia, Pennsylvania 19101
Zear Mr. rafalko:

Secretary Wite has asked me to respond to your draft report of
4ay 16, 1991 entitled "REVIEW OF FOSTER CAPE MAINTENANCE PAYMENTS CLAI MED
NDER TITLE | V-E OF THE SOCIAL SECURITY ACT BY PHILADELPHIA COUNTY,
COMMONWEALTH OF PENNSYLVANI A FOR THE PERI CD OCTCBER 1, 1988 THROUGH
SEPTEMBER 30, 1989." It is our belief that the findings contained in this
report cannot be used as a basis for a disallowance of federal financial
participation (FFP) to Pennsyl vani a.

"When this audit was initiated, federal representatives were asked
zo provide a review guide for use by the Department of Public Wl fare (DPW)
:n order to understand the procedures to be used during this engagenent.

DPA representatives were inforned that the existing federal review guide
oublished by the Administration for Children, Youth and Famlies (ACYF-IM-
85-25), effective August 14, 1985, was the appropriate review guide
(Attachnent |). Based on this information, the sanpling nethodol ogy

enpl oyed during the Philadel phia review does not camply with the standards
set forth in the review guide. The guide (page 5 and Attachment B) requires
3 sanple of at least 330 clainms. This review included only 100 cl ai ms.

The review guide also states that all clainms are to be included in
t he universe fromwhich a random sanple is then drawn (Attachnment B).
Suppl emrental and retroactive clains were excluded fromthe universe prior to
-he sanpl e being drawn; therefore, the sanple is invalid.

Finally, DPH has suhnitted an expert opinion to the Departnent of
dealth and Human Services (DHHS) regarding previous placenent naintenance
reviews whi ch are under appeal which challenges even the sanpling
methodology contained in ACYF-1M85-25. Therefore, it is the oposition of
OPW that this review cannot be used as a basis of disallowance of any
=FP for the federal fiscal year iin guestion.



4r . 3. a. Ratalko -=

With regard to the specific findings contained in e report, our
responses are |isted bel ow

™WELIGIBLE MAI NTENANCE COST CLAIMED FOR FFP

DEW disagrees with this finding. The claimof w despread
nonconpliance with federal regulations is one which is currently pending
before the Departnental Appeals Board (DAB). DEW believes that costs
clained are eligible and has maintained that position in our appeals to the
caB for previous placement naintenance audits which raise the same issues.

VOLUNTARY PLACEMENTS

ppw has subnmitted a revision to its Title 1v-E State Flan which
vas approved effective October 1, 1989. Therefore, all children who have
:ntered placenent in the past oursuvant to a voluntary placenent agreement
«111 be eligible for placement naintenance benefits claimed after October 1,
1989.

It should be noted, however, that a policy interpretation on this
I Ssue (ACYF-PIQ-89-03) was issued July 14, 1989. Prior to that date, DHHS's
reviewers had consistently approved the.conversion of voluntary placenents
to court ordered placements provided that eligibility for placenent
mai nt enance benefits began on or after the date of the court order or
judicial determnation. This occurred without the voluntary placenent
provi sion being included in Pennsylvania's Title IV-E State Plan. The
policy issuance occurred during the federal fiscal year which is the subject
of this review Therefore, it is a practical inpossibility for pPw to have
been aware that this issuance would be made and to take any corrective
action prior to the federal fiscal year which is the subject of this audit.

JUDI Cl AL DETERMINATION

DPW has recently obtained a copy of a DAB decision from My 1991
whi ch further specifies the requirenents for suhnission of docunentation
regarding judicial determnations of reasonable efforts. There has been
insufficient tinme to reviewthis decision and to review all necessary court
records to obtain additional documentation regarding these ten cases.

Wth regard to the disallowance related to the absence of- the
"contrary to the welfare" |anguage, a recent issuance by the Admi nistration
for Children and Famlies (KY) states that such specific |anguage is not
required (ACYF-PIQ-91-03). It is DEWs position that the |anguage of the
exi sting court orders in these cases was sufficient to neet the standard set
forth in this policy interpretation.



“Mr. I, 2. Fafalxko -

oPW has furcner confirned wicn tne Zhiladeiznia =partment ot

Zuman Services (DHS) that,at no tine, 3id r=oresentzc.ves nf CHS zaree witn
wnv “Zeterminations Of noncompliance :n =his revi ew.

P S

SOSTER HOME ELIGIBILITY

OP4 regul ati ons and DHHS legal counsel's :cinion in Trevious
zlacement mai ntenance reviews have confirmed that tme existence or 3 foster
~ome approval docunents the approval of a rnome unt:l zhe approving agencv Of
>PW takes an adversary action to revoke the rome's approval. Therefore, the
zposence Of an annual cz2-evaluation does NOt, :n its=2i%, nean =hat 3 foster
~ome |S Nno longer approved. Further, throughout tnis resview oceriod, the
cosrer famly care agency, DHS, was approoriately arorovedoviPW.

AID TO FAM LI ES W TH DEPENDENT CHILCREN =FDC) ZLIGIBILITY CF
FOSTER CARE CHILDREN

-y

The approved applications verifying &FDC =::zibilicy for these
sases are enclosed (Attachment I1).

OVER AGE FOSTER CHILDREN

DPW acknow edges that these children were over age and, therefore,
i neligible.

The De‘oartmant‘ S response to the recommendations found in the
report are as follows:

RECOMMENDATION 1 AND 2

DEW conducts annual evaluations of DHS t0 zssure compliance with
311 applicable regulations and perfornms fiscal reviews of the agency, as
needed, to detect actions which do not comply With state and federal fiscal
requirenents.  The reviews will continue and apropriate corrective action
will be required of DdS for all areas of noncompliance.

RECOMMENDATION 3

DPW declines to adjust its placement maintenance claim until tne
sutcome of our appeal before the paB is known.

If you have any questions regarding cur -ssconse, ciease contact
s . Anne Shenberger at (215) 560-2249.

Sincerelw,
—~¢
p

darry L.~ Sewell -

Attachments



