COUNTY OF LOS ANGELES
DEPARTMENT OF AUDITOR-CONTROLLER

KENNETH HAHN HALL OF ADMINISTRATION
500 WEST TEMPLE STREET, ROOM 525
LOS ANGELES, CALIFORNIA 90012-3873

PHONE: (213) 974-8301 FAX: (213) 626-5427

WENDY L. WATANABE ;
AUDITOR-CONTROLLER ASST. AUDITOR-CONTROLLERS
ROBERT A. DAVIS
MARIA M. OMS
CHIEF DEPUTY JOHN NAIMO
JUDI E. THOMAS
May 18, 2009
TO: Supervisor Don Knabe, Chairman

Supervisor Gloria Molina
Supervisor Mark Ridley-Thomas
Supervisor Zev Yaroslavsky
Supervisor Michael D. Antonovich

FROM:  WendyL. Watanangwé/&L w.,S;éﬂ,

Auditor-Controller

SUBJECT: ARBOR EDUCATION & TRAINING, LLC - EAST LOS ANGELES
EMPLOYMENT & BUSINESS CENTER CONTRACT REVIEW - A
COMMUNITY AND SENIOR SERVICES WORKFORCE INVESTMENT
ACT PROGRAM PROVIDER - FISCAL YEAR 2008-09

We completed a program, fiscal and administrative contract compliance review of Arbor
Education & Training, LLC - East Los Angeles Employment & Business Center (Arbor-
ELA or Agency), a Community and Senior Services (CSS) Workforce Investment Act
(WIA) Program provider.

Background

CSS contracts with Arbor-ELA, a limited liability company, to provide and operate the
WIA Adult and Dislocated Worker Programs. The programs assist individuals in
obtaining employment, retaining their jobs and increasing their earnings. The types of
services Arbor-ELA provides include occupational skills training, job placement and
career planning. Arbor-ELA’s office is located in the First District.

Arbor-ELA is compensated on a cost reimbursement basis and has a contract for
$1,163,784 for Fiscal Year (FY) 2008-09.
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Purpose/Methodoloqy

The purpose of the review was to determine whether Arbor-ELA complied with its
contract terms and appropriately accounted for and spent WIA funds in providing the
services outlined in their County contract. We also evaluated the adequacy of the
Agency’s accounting records, internal controls and compliance with federal, State and
County guidelines. In addition, we interviewed a number of the Agency’s staff.

Results of Review

Generally, Arbor-ELA provided the program services to eligible participants and the
Agency’s expenditures were allowable, properly documented and accurately billed.
However, Arbor-ELA did not always deposit checks over $500 within one day, as
required by the County Contract Accounting and Administration Handbook. Specifically,
Arbor-ELA deposited four checks, totaling $181,682, more than two weeks after receipt.

Details of our review, along with a recommendation for corrective action, are attached.

Review of Report

We discussed our report with Arbor-ELA on February 23, 2009. In their attached
response, Arbor-ELA concurred with the finding and recommendation. CSS will follow
up with the Agency to ensure the recommendation is implemented.

We thank Arbor-ELA for their cooperation and assistance during this review. Please
call me if you have any questions or your staff may contact Don Chadwick at
(213) 253-0301.
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Attachment

c: William T Fujioka, Chief Executive Officer
Cynthia Banks, Director, Department of Community and Senior Services
Paul G. Dunn, President, Arbor-ELA Education & Training, LLC
Ronald G. Geary, Chairperson of ResCare, Inc., the parent company of Arbor
Education & Training, LLC
Public Information Office
Audit Committee



WORKFORCE INVESTMENT ACT PROGRAM
ARBOR EDUCATION & TRAINING, LLC - EAST LOS ANGELES
EMPLOYMENT & BUSINESS CENTER
FISCAL YEAR 2008-09

ELIGIBILITY

Objective

Determine whether Arbor Education & Training, LLC - East Los Angeles Employment
and Business Center (Arbor-ELA or Agency) provided services to individuals that meet
the eligibility requirements of the Workforce Investment Act (WIA).

Verification

We reviewed the case files for 20 (10%) (ten adults and ten dislocated workers) of the
196 participants that received services from July 2008 through January 2009 for
documentation to confirm their eligibility for WIA services.

Results

Arbor-ELA maintained appropriate documentation to support the eligibility of the 20
participants sampled.

Recommendation

None.

BILLED SERVICES/CLIENT VERIFICATION

Objective

Determine whether Arbor-ELA provided the services in accordance with the County
contract and WIA guidelines. In addition, determine whether the participants received
the billed services.

Verification

We reviewed the documentation contained in the case files for 20 (10%) participants
that received services from July 2008 through January 2009.

Results

Arbor-ELA provided the services in accordance with the County contract and WIA
guidelines.

AUDITOR-CONTROLLER
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Recommendation

None.

PERFORMANCE OUTCOMES

Objective

Determine whether Arbor-ELA met the planned performance outcomes as outlined in
the County contract. The performance outcomes included measuring the number of
participants that enrolled in the program, exited the program, completed training and/or
gained employment.

Verification

At the time of our review, the performance outcomes for Fiscal Year (FY) 2008-09 were
not available. Accordingly, we compared their reported FY 2007-08 actual performance
outcomes to the planned performance outcomes outlined in the FY 2008-09 County
contract.

Results

Arbor-ELA met all the FY 2007-08 planned performance outcomes outlined in the
County contract for the WIA Aduit and Dislocated Worker Programs.

Recommendation

None.

CASH/REVENUE

Objective

Determine whether cash receipts and revenue are properly recorded in the Agency’s
records and deposited timely in their bank account. In addition, determine whether
there are adequate controls over cash, petty cash and other liquid assets.

Verification

We interviewed Agency personnel and reviewed financial records. We also reviewed
Arbor-ELA’s bank activity for September, October and November 2008.

Results

Arbor-ELA maintained adequate controls to ensure that revenue was properly recorded.
However, Arbor-ELA did not always deposit checks over $500 within one day of receipt

AUDITOR-CONTROLLER
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as required by Part B, Section 1.2 of the Auditor-Controller Contract Accounting and
Administration Handbook. Specifically, Arbor-ELA deposited four checks, totaling
$181,682, more than two weeks after receipt.

Recommendation

1. Arbor-ELA management ensure that checks over $500 are deposited
within one day of receipt.

EXPENDITURES/PROCUREMENT

Objective

Determine whether program related expenditures are allowable under the County
contract, properly documented and accurately billed.

Verification

We interviewed Agency personnel, reviewed financial records and reviewed
documentation to support 21 non-payroll expenditure transactions the Agency billed for
July and November 2008, totaling $72,330.

Results

Generally, Arbor-ELA’s expenditures were allowable, accurately billed and supported by
documentation as required.

Recommendation

None.

ADMINISTRATIVE CONTROLS/CONTRACT COMPLIANCE

Objective

Determine whether the Agency maintained sufficient internal controls over its business
operations. In addition, determine whether the Agency is in compliance with other
program and administrative requirements.

Verification

We interviewed Agency personnel, reviewed their policies and procedures manuals,
conducted an on-site visit and tested transactions in various non-cash areas.

AUDITOR-CONTROLLER
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Results

Arbor-ELA maintained sufficient internal controls over its business operations and
complied with other program and administrative requirements.

Recommendation

None.

FIXED ASSETS AND EQUIPMENT

Objective

Determine whether Arbor-ELA’s fixed assets and equipment purchases made with WIA
funds are used for the WIA programs and are safeguarded.

Verification

We interviewed Agency personnel and reviewed the Agency's fixed assets and
equipment inventory listing. In addition, we performed an inventory and reviewed the
usage of 21 items purchased with WIA funds, totaling $10,268.

Results

Arbor-ELA used the equipment purchased with WIA funds for the WIA programs and
the assets were safeguarded.

Recommendation

None.
PAYROLL AND PERSONNEL
Objective

Determine whether payroll expenditures were appropriately charged to the WIA
programs. In addition, determine whether the Agency obtained criminal record
clearances, verified employability, and maintained current driver’s licenses and proof of
automobile insurance for the employees assigned to the WIA programs.

Verification

We traced the payroll expenditures invoiced for 12 employees totaling $41,757 for July
2008 to the Agency’s payroll records and time reports. We also interviewed one staff
member and reviewed the personnel files for six employees assigned to the WIA
programs.

AUDITOR-CONTROLLER
COUNTY OF LOS ANGELES




Arbor E & T, LLC — East L.A. Employment & Business Center Page 5

Results
Arbor-ELA appropriately charged payroll expenditures to the WIA programs. In
addition, Arbor-ELA obtained criminal record clearances, verified employability and
maintained current driver's licenses and proof of automobile insurance for the six
employees sampled.

Recommendation

None.

COST ALLOCATION PLAN

Objective

Determine whether Arbor-ELA’s Cost Allocation Plan was prepared in compliance with
the County contract and the Agency used the Plan to appropriately allocate shared
program expenditures.

Verification

We reviewed the Cost Allocation Plan and a sample of Agency expenditures incurred in
July and November 2008 to ensure that the expenditures were properly allocated to the
Agency’s programs.

Results

Arbor-ELA’s Cost Allocation Plan was prepared in compliance with the County contract
and costs were appropriately allocated.

Recommendation
None.
CLOSE-OUT REVIEW
Objective
Determine whether the Agency’s FY 2007-08 final close-out invoices for the WIA Adult

and Dislocated Worker programs reconciled to the Agency’s financial accounting
records.
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Verification

We traced Arbor-ELA’s FY 2007-08 general ledgers to the Agency’s final close-out
invoices for FY 2007-08. We also we reviewed a sample of expenditures incurred in
April, May and June 2008.

Results

Arbor-ELA’s FY 2007-08 general ledgers reconciled to the Agency’s final close-out
invoices for FY 2007-08.

Recommendation

None.

AUDITOR-CONTROLLER
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Febrouary 25, 2009

Wendy L. Watanabe, Auditor — Controller
Depariment of Auditor Coutrolter
Countywide Contract Monitoring Division
350 South Figueroa Street, 8" Flaor

Los Angeles, CA 90671

Atiention: Yoon Bac/Katherine Urbansk:
RE:  Response to PY08-09 WIA Fiscal and Program Monitoring Report
Dear Ms, Watanabe:

This fetter is in response to the finding and recommendation contained in your moniloring
report for Arbor Education and Training LLC - East Los Angeles WorkSource Center.

Recommendation # 1 - That Arbor-ELA management ensure that checks over $300 are
deposited within one day of receipt.

Response: Arbor E & T concurs with the recommendation and has already (aken steps Lo
resolve this matter, Starting immediately, Arbor will assure that all checks over the
aforementioned amount are deposited within the prescribe time period in compliance with the
Auditor-Controller Contract Accounting and Administrative Handhoalk.

Also, we are pleased to know that all other fiscal and program areas that were reviewed by
your office were found in substantial compliance with County contract requirements.

Please let mie know if you require any additional information.

Again, thank you for giving Arbor an opportumty to respond to your report.

Respecttully submitted,

T S, S —

Manuel Cons

Director

East Los Angeles Employment & Business Center
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