
STATE BOARD OF ACCOUNTS 
302 West Washington Street 

Room E418 
INDIANAPOLIS, INDIANA 46204-2769 

 
 
 
 
 

REVIEW REPORT 
OF 

 
FAMILY AND SOCIAL SERVICES ADMINISTRATION 

AND DEPARTMENT OF CHILD SERVICES 
STATE OF INDIANA 

 
March 1, 2007 to February 29, 2008

lwilliamson
Text Box
B33274

lwilliamson
DateFiled



 



-1- 

TABLE OF CONTENTS 
 
 

Description Page 
 
Agency Officials .................................................................................................................................  2 
 
Independent Accountant's Report ......................................................................................................  3 
 
Review Comments: 
 Statewide Single Audit .................................................................................................................  4 
 Combined Report.........................................................................................................................  4 
 Inconsistent Procedures ..............................................................................................................  4 
 County Offices of Family and Children – Accounting Operations ...............................................  4 
 County Offices of Family and Children – Contracts and Procurement ........................................  5 
 Contract Approvals ......................................................................................................................  5 
 Inactive Fund/Center ...................................................................................................................  5 
 Cash Management Late Draws ...................................................................................................  5 
 Reconciliation of Repayment Schedules to ICES .......................................................................  6 
 Lack of Bond Coverage ...............................................................................................................  6 
 Missing Payroll Documentation ...................................................................................................  7 
 Attendance Reports - Overtime ...................................................................................................  7 
 SDO Advance ..............................................................................................................................  7 
 SDO Fund Reconciliations ..........................................................................................................  7-8 
 DCS - Take Home Vehicle ..........................................................................................................  8 
 FSSA - Motor Pool Logs and Take Home Vehicle ......................................................................  8-9 
 DMHA - Lack of Actuarial Study ..................................................................................................  9 
 DMHA - Lack of Contractual Payment Terms .............................................................................  9 
 DMHA - Lack of Audit Trail Supporting Actuarial ........................................................................  10 
 
Exit Conference ..................................................................................................................................  11 
 
Official Response ...............................................................................................................................  12-26 
 



-2- 

AGENCY OFFICIALS 
 
 
Office Official Term 
 
Secretary, Family and Social  
 Services Administration E. Mitchell Roob, Jr. 01-10-05 to 01-11-09 
 
Director, Department of 
 Child Services James W. Payne 01-10-05 to 01-11-09 
 



 
 
 
 
 

 
 
 

S
A
 
 
 

 
 
 

 

TO: THE
 AND
 
 
 W
ministratio
The Fam
responsib
 
 O
Institute o
objective 
ingly, we d
 
 F
as reflecte
 
 B
disbursem
Services 
Uniform C
as stated 
 

 
August 21

STATE 
AN EQUAL OP

 
 
 

 
 
 

 OFFICIALS 
D THE DEPAR

We have revie
on and the De
ily and Socia

ble for the rece

Our review wa
of Certified Pu
of which is th
do not expres

inancial trans
ed in the India

ased on our 
ments, and as
are not in al

Compliance G
in the review

1, 2008 

OF IND
PPORTUNITY

INDE

OF THE FAM
RTMENT OF 

ewed the rece
epartment of 
al Services A
eipts, disburs

as conducted 
ublic Account
he expressio
ss such an op

sactions of th
ana Compreh

review, noth
ssets of the F
l material res

Guidelines Ma
 comments. 

DIANA 

Y EMPLOYER

EPENDENT A

MILY AND SO
CHILD SERV

eipts, disburse
Child Service

Administration
sements, and 

in accordanc
ants.  A revie
n of an opinio
pinion. 

is office are i
hensive Annua

ing came to o
Family and So
spects in con
anual for Stat

-3- 

R

 

 
 

 
 
 
 
 

ACCOUNTAN
 
 

OCIAL SERVI
VICES 

ements, and a
es for the per
n and Depar
assets. 

ce with attesta
ew is substan
on on the rec

ncluded in th
al Financial R

our attention 
ocial Services
nformity with 
te Agencies, 

NT'S REPORT

CES ADMINI

assets of the 
riod of March
rtment of Ch

ation standard
ntially less in s
ceipts, disbur

e scope of ou
Reports. 

that caused 
s Administratio

the criteria s
and applicab

S

STAT
302 WE

INDIANA

Te

We

T 

ISTRATION 

Family and S
h 1, 2007 to F
hild Services' 

ds establishe
scope than a
rsements, an

ur audits of th

us to believe
on and the D
set forth in th
le laws and r

TATE BOAR

E BOARD OF A
EST WASHINGT

ROOM E41
APOLIS, INDIA

elephone: (317) 2
Fax: (317) 232

eb Site: www.in

Social Service
February 29, 

managemen

ed by the Ame
n examinatio
d assets.  Ac

he State of In

e that the rec
epartment of 

he Accounting
regulations, e

D OF ACCOU

ACCOUNTS 
TON STREET 
18 

ANA 46204-2769

232-2513 
-4711 
.gov/sboa 

es Ad-
2008.  

nt are 

erican 
n, the 
ccord-

ndiana 

ceipts, 
Child 

g and 
except 

UNTS 

9 



 

-4- 

FAMILY AND SOCIAL SERVICES ADMINISTRATION 
AND DEPARTMENT OF CHILD SERVICES 

REVIEW COMMENTS 
February 29, 2008 

 
 
 
STATE-WIDE SINGLE AUDIT 
 
 In conjunction with our review of Indiana's Family and Social Services Administration and the  
Department of Child Services, we also tested compliance with federal regulations and grant agreements.  
Findings relating to the federal programs administered by both agencies are included in the Indiana State-
wide Single Audits. 
 
 
COMBINED REPORT 
 
 The Department of Child Services (DCS) was created by Executive Order 05-15 on January 11, 
2005, and then by Indiana Code 31-25-1 effective July 1, 2005.  Multiple programs that were the 
responsibility of the Family and Social Services Administration (FSSA) prior to January 11, 2005, were 
transferred to DCS upon its creation.  Effective upon DCS's creation and throughout our review period, 
the administrative program responsibilities were handled by DCS.  However, the accounting functions for 
those same DCS programs continued to be handled dually by FSSA and DCS.  As a result, both agen-
cies were included within the scope of this review. 
 
 
INCONSISTENT PROCEDURES 
 
 Family and Social Services Administration (FSSA) and the Department of Child Services (DCS) 
are made up of various divisions.  We stated in our 11 prior reports (most recently B27892 and B31277) 
that these various divisions' policies and procedures in accounting activity were inconsistent and incom-
patible within the present structure.  We noted during our 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 the 
agencies' accounting operations, the lack of a standardized system reduces management's control over 
the accounting operations and the ability to quickly and consistently correct deficiencies and weaknesses 
when identified. 
  
 An agency's accounting responsibilities must include an effective accounting system.  (Account-
ing and Uniform Compliance Guidelines Manual for State Agencies, Chapter 1) 
 
 
COUNTY OFFICES OF FAMILY AND CHILDREN - ACCOUNTING OPERATIONS 
 
 As stated in our nine prior reports (most recently B27892 and B31277), 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.  
 
 Subsequent to our review period we noted that a manual had been developed and distributed for 
the Counties' use.  Also, evidence was provided that basic training had begun. 
 
 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 Agen-
cies, Chapter 1)  Formal procedures in writing help to facilitate this goal. 
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FAMILY AND SOCIAL SERVICES ADMINISTRATION 
AND DEPARTMENT OF CHILD SERVICES 

REVIEW COMMENTS 
February 29, 2008 

(Continued) 
 
 
COUNTY OFFICES OF FAMILY AND CHILDREN - CONTRACTS AND PROCUREMENT 
  
 As stated in our five prior reports (most recently B27892 and B31277), 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 Compliance Guidelines Manual for State Agencies, Chapter 1) 
  
 
CONTRACT APPROVALS 
 
 As stated in our two prior Reports B27892 and B31277, we found that FSSA made payments to 
vendors under contracts for professional services.  These contracts were in effect prior to approval by the 
proper officials.  Internal controls are weakened when a contract is put into effect before proper approval.  
In previous Statewide Single audits, FSSA had a federal finding in their audit reports for each state fiscal 
year from 1997 to 2002 whereby contracts were in effect prior to approval by the proper officials. 
 
 Indiana Code 4-13-2-14.1 and 14.2 require that a contract to which a state agency is a party must 
be properly approved and in writing. 
 
 
INACTIVE FUND/CENTER 
 
 As stated in our two prior Reports B27892 and B31277, we found that fund center 6000/120800 
had no activity for over 2 years. 
 
 If a fund/center has been inactive for a period of two or more years, the agency should contact 
the State Budget Agency as to the continued need for any inactive funds on hand.  If the fund/center con-
tains federal funds, the grantor must be contacted regarding a balance owed.  When a fund/center is no 
longer necessary, the agency's Budget Analyst should be contacted concerning elimination of the remain-
ing balance.  (Accounting and Uniform Compliance Guidelines Manual for State Agencies, Chapter 2) 
 
 
CASH MANAGEMENT LATE DRAWS 
 
 As stated in our two prior Reports B27892 and B31277, we found several federal draws that did 
not follow the check clearance pattern templates as prescribed under the Cash Management Improve-
ment Act.  These draws were drawn late and as a result the State lost interest on the draws. 
 
 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 managements' objectives, and compliance with laws and 
regulations.  (Accounting and Uniform Compliance Guidelines Manual for State Agencies, Chapter 1) 
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FAMILY AND SOCIAL SERVICES ADMINISTRATION 
AND DEPARTMENT OF CHILD SERVICES 

REVIEW COMMENTS 
February 29, 2008 

(Continued) 
 
 
RECONCILIATION OF REPAYMENT SCHEDULES TO ICES 
  
 As stated in our prior Report B31277, during our review of FSSA and DCS, we found that actual 
welfare revenue recoveries are not reconciled to the Indiana Client Eligibility computer System (ICES).  
Revenue recoveries are received from welfare recipients for overpayments for welfare programs such as 
TANF, Food Stamps, and Medicaid.  The ICES system is considered to be the official record for the 
reporting of revenue recoveries for each welfare recipient's case.  Without a reconciliation process in 
place it cannot be determined if the values recorded in ICES are correct. 
 
 At all times, the agency's manual and computerized records, subsidiary ledgers, control ledger, 
and reconciled bank or Auditor's balance should agree.  If the reconciled bank or Auditor's balance is less 
than the subsidiary or control ledgers, then the responsible official or employee may be held personally 
responsible for the amount needed to balance.  Additionally, audit costs incurred because of theft or 
shortage may be the personal obligation of the responsible official or employee.  (Accounting and Uniform 
Compliance Guidelines Manual for State Agencies, Chapter 1) 
 
 
LACK OF BOND COVERAGE 
 
 During our review of the Family and Social Services Administration (FSSA) and the Department 
of Child Services (DCS), we found that FSSA and DCS did not carry the required bond coverage for 
superintendents of institutions, the head and the assistant supervisor of the Bureau of Family Indepen-
dence, and the county directors. 
 
 Indiana Code 4-24-6-9 states:  "(d) No other bond except the general performance blanket bond 
given by the superintendent or warden of any institution, or by an officer or employee of the institution, 
shall be required. A general blanket performance bond or crime insurance policy endorsed to include 
faithful performance that is obtained under IC 5-4-1-15.1 shall cover any misfeasance or nonfeasance in 
the administration of sections 6 and 7 of this chapter on the part of any superintendent, warden, officer, or 
employee of the institution." 
 
 Indiana Code 12-13-6-2 states:  "Bureau head and assistant supervisor; bond and oath; bureau 
of family independence responsibilities (3) Before entering upon the discharge of an official duty, the 
bureau head and assistant supervisor shall execute a bond payable to the state in an amount and with 
sureties approved by the governor that is conditioned on the faithful discharge of official duties." 
 
 Indiana Code 12-13-2-2 states:  "(a) Before the director begins official duties, the director must do 
the following:  (1) Execute a bond payable to the state in an amount and with sureties as approved by the 
secretary that is conditioned on the faithful discharge of the director's duties." 
  
 Indiana Code 12-19-1-6 states:  "Before beginning the discharge of the county director's official 
duties, a county director must do the following:  (1) Execute a bond payable to the state.  The following 
apply to a bond executed under this section:  (A) The bond must be conditioned on the faithful discharge 
of the county director's official duties.  (B) The bond must be executed in an amount determined under 
rules adopted by the division." 
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FAMILY AND SOCIAL SERVICES ADMINISTRATION 
AND DEPARTMENT OF CHILD SERVICES 

REVIEW COMMENTS 
February 29, 2008 

(Continued) 
 
 
MISSING PAYROLL DOCUMENTATION 
 
 Several payroll disbursements were observed which did not contain adequate supporting docu-
mentation.  Attendance reports with documentation supporting overtime paid was requested for eight em-
ployees.  An attendance report was not received for one of the eight employees requested.  Documen-
tation was requested for 20 employee checks over $5,000.  No documentation was received for two of 
these 20 checks.  Documentation for five positive adjustments to gross was requested.  No documen-
tation was received for three of these five adjustments to gross requested.  Due to the lack of supporting 
information, the validity and accountability for these payroll disbursements could not be established.  
  
 Agencies have the responsibility to maintain and make available for audit documentation sup-
porting the validity and accountability of monies received or disbursed.  (Accounting and Uniform Compli-
ance Guidelines Manual for State Agencies, Chapter 1)  
 
 
ATTENDANCE REPORTS - OVERTIME 
 
 During our review of Family and Social Services Administration, we discovered several atten-
dance reports that did not match either the number of overtime hours reported by the employee on the 
Report of Overtime or the overtime hours for which the employee was paid.  The attendance report repre-
sents the official claim of public funds and serves as the supporting documentation for the proper use of 
public funds.   
 
 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 managements' objectives, and compliance with laws and 
regulations.  (Accounting and Uniform Compliance Guidelines Manual for State and Quasi Agencies, 
Chapter 1) 
 
 
SDO ADVANCE 
 
 The Special Disbursing Officer Fund (SDO) advance for the Family and Social Services Admin-
istration was not turned over, or reimbursed completely, for several months. 
 
 If a SDO advance is not used within one or two months then the SDO advance is too large and 
should be reduced.  (Accounting and Uniform Compliance Guidelines Manual for State Agencies, Page 
7:9) 
  
 
SDO FUND RECONCILIATIONS 
 
 Family and Social Servcices Administration (FSSA) has not performed reconciliations of its 
Special Disbursing Officer (SDO) advance.  The SDO could not be reconciled because the FSSA did not 
maintain a check register balance.   
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FAMILY AND SOCIAL SERVICES ADMINISTRATION 
AND DEPARTMENT OF CHILD SERVICES 

REVIEW COMMENTS 
February 29, 2008 

(Continued) 
 
 
 Two reconciliations must be performed for the SDO fund each month.  The bank statement for 
the checking account must be reconciled to the check register.  Also, the check register must be balanced 
to the total SDO advance.  These reconciliations must be formally documented.  (Accounting and Uniform 
Compliance Guidelines Manual for State Agencies, Page 7:1) 
 
 At all times, the unreimbursed disbursements plus any advances to office cash or subsidiary 
checking accounts plus the SDO checking account balance must equal the local purchase advance.  
(Accounting and Uniform Compliance Guidelines Manual for State Agencies, Page 7:22) 
 
 The Special Disbursing Officer is accountable at all times for all sums advanced.  The SDO 
officer may be held personally responsible for the amount needed to balance the fund.  (Accounting and 
Uniform Compliance Guidelines Manual for State Agencies, Page 7:1) 
  
 
DCS - TAKE HOME VEHICLE 
  
 During our review of Department of Child Services, we found that employees with take home 
vehicles did not have their reported gross pay increased by the Internal Revenue Service (IRS) required 
amount for commuting. 
 
 The Internal Revenue Service has established that the commuting use is taxable income to the 
employee.  The value of each one way commuting use of the state provided vehicle is $1.50.  Employees 
are required to maintain records and report on the number of one way (or round trip) commutes between 
the employee's home and place of work for each payroll period.  (Accounting and Uniform Compliance 
Guidelines Manual for State Agencies, Chapter 11)  
 
 Under circumstances where commuting is permitted, the form "Employee Statement of Employer 
Provided Vehicle Use" should be completed by the employee.  The number of one-way commutes times 
$1.50 equals the value of the benefit provided.  This amount is computed and reported for each pay 
period by submitting the completed form to the payroll clerk.  An increase is made to gross pay and a 
corresponding deduction is made in the same amount.  This increases taxable income but does not 
increase the employee's pay.  Taxes are deducted for the fringe benefit provided.  (Accounting and 
Uniform Compliance Guidelines Manual for State Agencies, Chapter 11)  
  
 
FSSA - MOTOR POOL LOGS AND TAKE HOME VEHICLE 
  
 During our review of Family and Social Services Administration, motor pool logs requested for 
audit were not provided.  As a result we could not determine which employees took vehicles home and 
thus, had their reported gross pay increased by the Internal Revenue Service (IRS) required amount for 
commuting. 
 
 In order for an agency and Motor Pool to monitor vehicle use, the driver must complete the 
Report of Vehicle Mileage and Cost, also known as the Motor Pool log. (Accounting and Uniform Compli-
ance Guidelines Manual for State Agencies, Chapter 11)  
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FAMILY AND SOCIAL SERVICES ADMINISTRATION 
AND DEPARTMENT OF CHILD SERVICES 

REVIEW COMMENTS 
February 29, 2008 

(Continued) 
 
 
 The Internal Revenue Service has established that the commuting use is taxable income to the 
employee.  The value of each one way commuting use of the state provided vehicle is $1.50.  Employees 
are required to maintain records and report on the number of one way (or round trip) commutes between 
the employee's home and place of work for each payroll period.  (Accounting and Uniform Compliance 
Guidelines Manual for State Agencies, Chapter 11)  
  
 Under circumstances where commuting is permitted, the form "Employee Statement of Employer 
Provided Vehicle Use" should be completed by the employee.  The number of one-way commutes times 
$1.50 equals the value of the benefit provided.  This amount is computed and reported for each pay 
period by submitting the completed form to the payroll clerk.  An increase is made to gross pay and a 
corresponding deduction is made in the same amount.  This increases taxable income but does not in-
crease the employee's pay.  Taxes are deducted for the fringe benefit provided.  (Accounting and Uniform 
Compliance Guidelines Manual for State Agencies, Chapter 11)  
 
 
DMHA - LACK OF ACTUARIAL STUDY 
  
 During our review of the Family and Social Services Administration (FSSA) Division of Mental 
Health and Addiction (DMHA), we found that for our review period that DMHA did not have a current 
actuarial analysis in place.  The last actuarial analysis for adults was dated May, 2002, and expired in 
2006.  The law requires an actuarial analysis be conducted every four years.  The actuarial analysis is to 
be utilized in determining appropriate payment rates for mental health services. 
 
 Indiana Code 12-21-5-1.5(9) states:  "The division shall do the following:  (9) Conduct an actuarial 
analysis every four (4) years beginning July 1, 2000."  
 
  
DMHA - LACK OF CONTRACTUAL PAYMENT TERMS 
  
 During our review of the Family and Social Services Administration (FSSA) Division of Mental 
Health and Addiction (DMHA), we were unable to verify that Community Mental Health Center (CMHC) 
vendors were paid in accordance with contract payment terms.  FSSA-DMHA contracts with the CMHCs 
lacked a specific rate by unit of service, thus preventing us from verifying the validity of all disbursements 
under these contracts. 
 
 Each agency, department, quasi, 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 managements' objectives, and compliance with laws and 
regulations.  (Accounting and Uniform Compliance Guidelines Manual for State Agencies, Chapter 1)  
  
 Controls over the receipting, disbursing, recording, and accounting for the financial activities are 
necessary to avoid substantial risk of invalid transactions, inaccurate records and financial statements, 
and incorrect decision making.  (Accounting and Uniform Compliance Guidelines Manual for State Agen-
cies, Chapter 1)  
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FAMILY AND SOCIAL SERVICES ADMINISTRATION 
AND DEPARTMENT OF CHILD SERVICES 

REVIEW COMMENTS 
February 29, 2008 

(Continued) 
 
  
DMHA - LACK OF AUDIT TRAIL SUPPORTING ACTUARIAL STUDY 
  
 During our review of the Family and Social Services Administration (FSSA) Division of Mental 
Health and Addiction (DMHA), we were unable to verify that the disbursements made to Community 
Mental Health Center (CMHC) vendors were calculated from the statutorily required actuarial analysis.  
This prevented us from verifying the validity of disbursements made under these contracts.  Audit trail 
documentation did not exist to support that actuarial analysis rates were used in support of actual rates 
paid to CMHCs. 
 
 Each agency, department, quasi, 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 managements' objectives, and compliance with laws and 
regulations.  (Accounting and Uniform Compliance Guidelines Manual for State Agencies, Chapter 1)  
  
 Controls over the receipting, disbursing, recording, and accounting for the financial activities are 
necessary to avoid substantial risk of invalid transactions, inaccurate records and financial statements, 
and incorrect decision making.  (Accounting and Uniform Compliance Guidelines Manual for State Agen-
cies, Chapter 1) 
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FAMILY AND SOCIAL SERVICES ADMINISTRATION 
AND DEPARTMENT OF CHILD SERVICES 

EXIT CONFERENCE 
 
 

 The contents of this report were discussed on September 18, 2008, with John Parks, Chief 
Financial Officer, Family and Social Services Administration (FSSA); and Roger Booth, Director of Inter-
nal Audit, FSSA.  The official response has been made a part of this report and may be found on pages 
12 through 21. 
 
 The contents of this report were discussed on September 18, 2008, with Mike Ashley, Deputy 
Director, Department of Child Services (DCS); and Mary Edmonds, Controller, DCS.  The official 
response has been made a part of this report and may be found on pages 22 through 26. 
 


































