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TO: THE OFFICIALS OF THE FAMILY AND SOCIAL SERVICES ADMINISTRATION

We have audited the records of the Family and Social Services Administration for the period July 1,
2001, to February 28, 2003, and certify that the records and accountability for cash and other assets are satis-
factory to the best of our knowledge and belief, except as stated in the Audit Results and Comments. Sepa-
rate audit reports are issued on each state institution managed by the Family and Social Services Adminis-
tration. The financial transactions of this department are reflected in the Indiana Comprehensive Annual
Financial Reports.
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FAMILY AND SOCIAL SERVICES ADMINISTRATION
AUDIT RESULTS AND COMMENTS
February 28, 2003

STATEWIDE SINGLE AUDIT

In conjunction with our audit of Indiana’s Family and Social Services Administration, we also tested
compliance with federal regulations and grant agreements. Findings relating to the federal programs admin-
istered by the department are included in the Indiana Statewide Single Audit for the year ended June 30, 2002.

INCONSISTENT PROCEDURES

Family and Social Services Administration (FSSA) is made up of three divisions which were formerly
independent agencies. We stated in our seven prior audit reports (most recently B14879 and B19502) that the
three divisions’ policies and procedures in accounting activity were inconsistent and incompatible within the
present structure. We noted during prior audits that progress had been made through the implementation of
standardized processes, communication through manuals and memos, etc. However, there are still various
accounting software systems in use. Due to the size and diversity of FSSA’s accounting operation, the lack of
a standardized system reduces management’s control over the accounting operation and the ability to quickly
and consistently correct deficiencies and weaknesses when identified.

An agency’s accounting responsibilities must include an effective accounting system. (Accounting
and Uniform Compliance Guidelines Manual for State Agencies, Chapter 1)

COUNTY OFFICES OF FAMILY AND CHILDREN - ACCOUNTING OPERATIONS

As stated in our five prior audit reports (most recently B14879 and B19502), we observed that the
county offices of Family and Children were not consistent in the manner in which they implemented their
accounting operations. Some appear to be more accurate and efficient than others. Through further inquiry
we found that there is not an operations manual for these offices, though periodic memos are sent.

An agency must have internal controls that provide reasonable assurance for the effectiveness and

efficiency of operations. (Accounting and Uniform Compliance Guidelines Manual for State Agencies, Chap-
ter 1) Formal procedures in writing help to facilitate this goal.

COUNTY OFFICES OF FAMILY AND CHILDREN - CONTRACTS AND PROCUREMENT

As stated in our prior Audit Report B19502, we found that it was common practice at the county offices
of Family and Children not to utilize contracts when appropriate or to follow the State procurement process.

Each agency, department, institution or office should have internal controls in effect which provide
reasonable assurance regarding the reliability of financial information and records. . .. Among other things . ..
safeguarding controls over cash . . . are part of an internal control system. (Accounting and Uniform Com-
pliance Guidelines Manual for State Agencies, Chapter 1)

The Division of Family and Children at FSSA is in the process of implementing policies and proce-
dures to help ensure the compliance by the county offices of Family and Children with proper procurement and
contract usage. FSSA established interim guidelines to be used during the 2002 and 2003 years that the
Agency recognizes are not fully in compliance with either state statutes or the Division of Family and Children
Policy Directive, but are being utilized to help transition these offices.
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etc.). The first phase of this review process is intended to be educational and to give providers an opportunity
to make corrections and changes to their processes. Residential service providers and day service providers
may be the same providers as selected by EDS for waiver reviews, but these claims are not included in the
population examined. Also, we found that this information was not shared with Audit Services.

Current Status

It is policy for results of these reviews to be shared with Audit Services.

Appropriate and Necessary Services as Stated in Prior Finding

To help assure that the services that a recipient receives are appropriate and reasonable, FSSA
requires that the recipient have a plan and a budget for the services required by the plan. Each recipient has a
team that develops the plan. Two key members of the team are the service coordinator and the case man-
ager.

The service coordinator is a State employee located at a BDDS district office. The coordinator deter-
mines eligibility, approves the individual community living budget, has placement authority and works with the
recipient to plan, coordinate, and access appropriate services.

The case manager is an advocate for the recipient. The case manager assists the recipient in obtain-
ing the needed services and help plan, monitor, and evaluate the recipient’s services on an on-going basis.
FSSA also relies heavily on the case manager to monitor that the recipient is actually receiving the services
required and that the services are appropriate. Case management services may be provided by Area
Agencies on Aging (AAA), local service providers, or independent case managers. Though some case man-
agement services may initially be provided by a State employee through the BDDS district office, in general
case managers are not State employees.

We found that there was no quality assurance reviews of the services performed by either service
coordinators or case managers. We also found that there is a potential for conflict of interest when the case
manager is employed by the same entity that also provides other types of services to recipients.

We found that not all recipients have a plan or a case manager. While the service coordinator may
take on more responsibilities in these circumstances, we did not find compensating controls that would provide
assurance that the recipient was receiving appropriate and reasonable services.

Subsequent to our audit period, we found that the newly developed Bureau of Quality Improvement
Services (BQIS) (started in late 2000) had developed a provider and case management standard annual sur-
vey as well as other surveying techniques. In addition, the case managers are to fill out a case management
ninety day checklist that is easily accessible by both BQIS and BDDS through a data base and subject to
periodic reviews.

Current Status

As stated above, surveys were developed and checklists subject to periodic review were implemented.
Both of these allow for monitoring by FSSA of case managers and providers. In addition, if an entity employs
case managers and also provides other services to recipients, that entity is required to submit a plan
demonstrating how they will assure that there is no conflict of interest. However, FSSA does not have a
specific process in place to verify the implementation of this plan. There was no change in status for the
control weaknesses found for those recipients without a case manager.
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Providers with Fiduciary Responsibilities to Recipients as Stated in Prior Audit

At times the service provider may have fiduciary responsibilities directly to the recipient (i.e., the pro-
vider is payee for the recipient’s benefits or the provider is responsible for the receipt and deposit of recipient’s
living expenses from the State). FSSA requires that the provider keep accounting records to support trans-
actions made by the provider on behalf of the recipient and that these records be identifiable to the recipient.
We found the monitoring of this by FSSA to be very limited.

Subsequent to our audit period, the BQIS included in their survey an inquiry concerning recipients’
perceived satisfaction of how their money was handled and whether there was documentation. However, the
surveyors did not have training or guidelines as to what would be appropriate and what resulting steps to take.
BQIS is now working on a detailed financial review worksheet that is to be filled out by the case manager and
incorporated with the ninety day checklist.

Current Status

No change.

Overview as Stated in Prior Audit

There are significant control weaknesses over developmental disabilities. Claims are not validated on
a timely basis and audit checks before payment of Medicaid Waivers and day service are inadequate. Also,
day service is not adequately controlled to ensure that services provided are appropriate and necessary.
There are not sufficient controls in place to address the conflict of interest of service providers when case
management is one of those services. There is no quality assurance in place to help ensure that service
coordinators are consistent across the State. Finally, FSSA’s oversight of the service providers’ fulfillment of
fiduciary responsibilities to recipients is limited. Activities subsequent to our audit period indicate that the
Agency is aware of some of these weaknesses and is taking steps to strengthen controls.

Current Status

There are still significant control weaknesses over developmental disabilities. However, there has
also been significant progress with the implementation of the new payment policy for Medicaid Waivers as well
as increased monitoring tools through surveys.

Each agency, department, institution or office should have internal controls in effect which provide
reasonable assurance regarding the reliability of financial information and records, effectiveness and efficiency
of operations, proper execution of management's objectives, and compliance with laws and regulations.
Among other things, segregation of duties, safeguarding controls over cash and all other assets and all forms
of information processing are part of an internal control system. (Accounting and Uniform Compliance Guide-
lines Manual for State Agencies, Chapter 1)

ATTENDANCE REPORTS

We observed that employee attendance reports were frequently signed and dated prior to the last day
worked.

Employee attendance reports should not be signed, dated or approved prior to the last day worked in
a pay period. (Accounting and Uniform Compliance Guidelines Manual for State Agencies, Chapter 9)
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DOCUMENT RETENTION

Seven of sixty employee attendance reports selected for our audit could not be located. Therefore, we
were unable to verify that supporting documentation agreed to Auditor of State’s records. Also, we selected
five employees with positive adjustments to gross. FSSA was not able to locate supporting documentation for
these adjustments.

Documents should be retained in accordance with a retention schedule approved by the Oversight
Commission on Public Records. Also, documents must be filed in such a manner as to be readily retrievable
or otherwise reasonably attainable, upon request, during an audit. (Accounting and Uniform Compliance
Guidelines Manual for State Agencies, Chapters 15 and 1)
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