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SUBJECT FAMILIES UNITING FAMILIES - A DEPARTMENT OF CHILDREN AND
FAMILY SERVICES FOSTER FAMILY AGENCY CONTRACT
PROVIDER - FISCAL COMPLIANCE REVIEW

We completed a fiscal compliance review of Families Uniting Families (Families or
Agency), which included a sample of transactions from July 2013 through October
2014. The Department of Children and Family Services (DCFS) contracts with Families
to provide Foster Family Agency (FFA) services to recruit, certify, train, and support
foster family homes.

The purpose of our review was to determine whether Families appropriately accounted
for and spent FFA Program funds to provide the services outlined in their County
contract. We also evaluated the adequacy of the Agency's financial records, internal
controls, and compliance with their County contract and other applicable guidelines.

DCFS paid Families approximately $1.4 million from July 2013 through October 2014 on
a fee-for-service basis between $1 ,714 and $1 ,995 per child per month. Families paid

$699,406 directly to the foster parents, which meets or exceeds the State's minimum
requirement. Families'office is located in the Fourth Supervisorial District.

Results of Review

Families recorded and deposited DCFS cash receipts timely and ensured that fixed
assets and equipment purchased with FFA Program funds are used for the FFA
Program. However, the Agency did not always comply with their County contract
requirements. Specifically, Families:
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a

lnappropriately allocated lOOo/a of the shared costs reviewed, totaling $25,504,
instead of allocating them to each of the benefiting programs or activities.

Families' attached response indicates that they will reallocate allowable shared
expenditures using an equitable basrs that is supported with documentation.

Did not maintain a written Cost Allocation Plan (Plan) as required by their County
contract.

Families' attached response indicates that they will develop a written Plan and note
all revenues and expenditures for each Program activity.

a Did not ensure electronic devices that contain confidential and Personal ldentifiable
lnformation have encryption software to prevent unauthorized access and use.

Families' attached response indicates that they will upgrade all computers to ensure
that their data is encrypted and protected.

ln addition, we identified areas where the Agency could strengthen their internal
controls over bank reconciliations, disbursements, payroll and personnel records, and
Semi-Annual Expenditure Reports. Details of our review, along with recommendations
for corrective action, are discussed in Attachment l.

Review of Report

We shared our report with Families and DCFS on August 26, 2015. The Agency's
Fiscal Corrective Action Plan (FCAP) that was approved by DCFS (Attachment ll)
indicates the Agency agrees with our findings and recommendations. DCFS
management will conduct a review of the Agency's implementation of their corrective
action plan within 90 days of the approved FCAP.

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

JN:AB:DC:AA:meb

Attachments

SachiA. Hamai, Chief Executive Officer
Philip L. Browning, Director, DCFS
Joseph Kelly, Treasurer and Tax Collector
James M. Schrage, M.S.W., President and Executive Director, Families
Board of Directors, Families
B. Ray Thomas, Manager, Program/Provisional Unit, California Department of Social Services
Commission for Children and Families
Public lnformation Office
Audit Committee
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Attachment I

FAMILIES UNITING FAMILIES
FOSTER FAMILY AGENCY CONTRACT PROVIDER

FISCAL COMPLIANCE REVIEW
JULY 2013 THROUGH OCTOBER 2014

CASH/REVENUE

Obiective

Determine whether Families Uniting Families (Families or Agency) properly recorded
revenue in their financial records, deposited cash receipts into their bank account
timely, and if bank reconciliations were prepared, and reviewed and approved by
Agency management timely.

Verification

We interviewed Agency personnel, and reviewed their financial records and October
2014 bank reconciliations for four of their five bank accounts.

Results

Families properly recorded revenue in their financial records and deposited Department
of Children and Family Services (DCFS) cash receipts timely. However, Families did
not complete their October 2014 bank reconciliation for one of their five bank accounts
reviewed, and the bank reconciliations completed were not signed by the preparer or
dated by the preparer and reviewer as required by the Auditor-Controller Contract
Accounting and Administration Handbook (A-C Handbook) Section 8.1.4.

Recommendation

1. Families Uniting Families management ensure reconciliations are
prepared within 30 days of the bank statement date for each bank
account, are signed by the preparer, and dated by the preparer and
reviewer.

COST ALLOCATION PLAN/EXPENDITURES

Obiective

Determine whether Families' Cost Allocation Plan (Plan) complied wíth their County
contract, and if expenditures charged to the Foster Family Agency (FFA) Program were
allowable, properly documented, and appropriately allocated.

AU DITOR-CONTROLLER
COUNTY OF LOS A'VGE¿ES
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a

Verification

We interviewed Agency personnel, and reviewed their Plan and financial records for 30
non-payroll expenditures, totaling $33,952, charged to the FFA Program from July 2013
through June 2014.

Results

During the review period, Families conducted fundraising activities and received funding
from DCFS and another county. However, Families did not maintain a written Plan as
required by their County contract, and their accounting records did not separate the
revenues and expenditures attributed to each program/activity as required by the A-C
Handbook Section 4.2. We also noted that Families:

lnappropriately allocated lÙOo/o of the shared costs, totaling $25,504, instead of
allocating them to each of the benefiting programs or activities as required by the
Office of Management and Budget Circular A-122 (OMB A-122) Attachment A,
Section D and the A-C Handbook Section C.2.

a Did not require a Board member to co-sign payments to the Executive Director (ED),
who is also a check signer, as required by the A-C Handbook Section 8.2.1. We
noted eight (27%) of the 30 non-payroll expendítures reviewed, totaling $6,377, were
reimbursements to the ED for Agency expenditures. While the expenditures were
adequately documented, the Agency should require a second signature on all
checks from someone independent from the transaction, and at a higher level.

Recommendations

Families Uniting Families management:

2. Maintain accounting records with separate revenues and expenditures
for each program/activity.

3. Develop a written Gost Allocation Plan and reallocate allowable shared
expenditures using an equitable basis that is supported with
documentation.

4. Require a second signature on all checks from someone independent
from the transaction, and at a higher level.

FIXED ASSETS AND EQUIPMENT

Obiective

Determine whether Families'fíxed assets and equipment purchased with FFA Program
funds were used for the Program and adequately safeguarded.

AU DITOR-CONTROLLER
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Verification

We interviewed Agency personnel, and reviewed their fixed assets and equipment
inventory list. We also performed a physical inventory of six items purchased with FFA
Program funds to verify the items exist and were being used for the FFA Program.

Results

Families adequately safeguarded and used the items reviewed for the FFA Program

Recommendation

None.

PAYROLL AND PERSONNEL

Obiective

Determine whether Families maintained personnel files, and if payroll expenditures
charged to the FFA Program were allowable, properly documented, and appropriately
allocated.

Verification

We compared the payroll costs for five employees, totaling $10,141 for June 2014, to
the Agency's payroll records and time reports. We also interviewed staff and reviewed
personnel files.

Results

Families maintained personnel files as required and generally charged and maintained
documentation to support the payroll expenditures reviewed.

Recommendation

None.

ADM INISTRATIVE CONTROLS

Obiective

Determine whether Families was in compliance with their County contract and
maintained encryption software to protect confidential and Personal ldentifiable
lnformation (Pll).

AU DITOR-CONTROLLER
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Families Unitins Families

Verification

We interviewed Agency personnel, and reviewed their policies and procedures.

Results

Families' electronic devices did not have encryption software as required by the A-C
Handbook Section 4.3.0. Families should ensure their electronic devices that contain
confidential and Pll have encryption software to prevent unauthorized access and use.

Recommendation

5. Families Uniting Families management ensure electronic devices that
contain confidential and Personal ldentifiable Information have
encryption software to prevent unauthorized access and use.

SEMI.ANNUAL EXPENDITURE REPORT

Obiective

Determine whether Families' January through June 2014 Semi-Annual Expenditure
Report (SAER) reconciled to their financial records and whether the Agency had any
unspent revenue.

Verification

We interviewed Agency personnel, and compared their January through June 2014
SAER to their financial records.

Results

Families' January through June 2014 SAER did not reconcile to their financial records.
As noted above, Families conducted fundraising activities and received funding from
DCFS and another county during the review period. However, Families' accounting
records did not separate the revenues and expenditures attributed to each
program/activity as required. ln addition, the SAER inappropriately included
expenditures for foster care services provided to another county, inappropriately
reported overpayments as expenditures, and did not include the total accumulated
unspent revenue retained since September 2003 as required by their County contract
Part l, Section 25.6. As a result, the Agency needs to revise their financial records
based on our recommendations in this report, and provide DCFS with revised SAERs
for Fiscal Year 2013-14 and a plan of how they will utilize unspent revenue, if
applicable.

AU DITOR.CONTROLLER
COUNTY OF LOS AA'GELES
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Recommendations

Refer to Recommendations 2 and 3.

Families Uniting Families management ensure:

6. Semi-Annual Expenditure Reports include expenses for Los Angeles
County placed youth only and provide the Department of Ghildren and
Family Services revised Semi-Annual Expenditure Reports for Fiscal
Year 2013-14 based on our recommendations above and a plan of how
they will utilize unspent revenue, if applicable.

7. The revised Semi-Annual Expenditure Reports include the total
accumulated unspent revenue the Agency retained since September
2003 as required by their County contract.

AU DITOR-CONTROLLER
COUNTY OF I-OS ,4'VGE¿ES
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Gounty of Loe Angelee
DEPARTIIENT OF CHILDREN AND FAIIILY SERVICES
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James Scñrage, Erecutive Director
Families Uniting Families

525 E, 7th St,, Suite 10il

Long Beach, CA 90813

Dear Mr. Schrage:

FATILIES UillTlilG FAIIIUES . A OEPARTIIEI{T OF CHILOf,EII AND FAT'ILY
SERVICES FOSTER FANILY AGENCY CONTRACT PßOVIDER FISCAL
CffiPUAÑCE REYIEW

We have rev,iewed your fiscal conective action plan (FCAP) in respms€ to th€ Ar¡drtor
Controlþ/s fiscal audit report for lhe period of July 2013 through October 2014. The
FCAP lully addresses lhe atrdil reporl seven (7) recomrrnndation¡ (see Attaclrnsnl lll),

Addilionally, Flscal Compliance stall will condrrt an on-¡ite revÍÇw wilhin 9O daye lo
ensur€ compliance with irnpÞrnenlallon of the coffeclþe acllons,

ll you hava any questions, please oontacl Ali Gomaa-Mersal, Financlal Speciallsl lV, at
(2131 3n1-0182,

Sincerdy,

rlli Çom^,n - l,len*L for
Krisllrc Ovsepyan, ASM ll
Fiscal Compliance Unil

Atlachments

c: Agple Alonso, Chiel Accounlant-Audrtor (via elactronic mailonþ)
Rhonda David"Shirley, CSA lll (vh eloctronic mail only)

'To Euich Ltves Thraugtt Eflætwe and Canng Sein/tce"
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FAIIIILTES UMTING I'A}TILTES . A DEPARTME¡{T OF CHILDREN AND FAMILY
SEN,!'ICES FOSTER FAMII,Y AGF,NCY CO¡$TR.ACT PROVIDER. FISCAL

COilfPLTANC:Ë, R"EVIEW

Notc: Deparlment of Chlldren and Famity Services {DCFS) nrill only review
docurnentatron not pnevbusly provided to the Auditor-Controlþr,

Summarv of Rccommcndelion¡

Based oo lhe FCAP dated 9/28/15, subrnitted by Familles Unillng Families. status ol
each recommendatlon is summarized as follows:

o 7 Recommendat¡ms (l - Z) ware fully addressed.

. _ Recornmendatiørs ( ) uære partially addressed,

o 
- 

Recommendafims ( ) direcled lo the Oeparlment w€re addressed,

Recommendallon Strtu¡

Famlllc. Uniting Frnilie¡ m¡n¡grlm.nt cn¡utr r¡concilietions ür pruparcd
wlthin 30 dayc of the bsnk otatctnerrt date for e¡ch bonk account, and rc
rlgncd by ttp pr.p.rrr and drbd by thc prlprrur ¡nd rqvlcwcr.

Agoncy Proposrd FCAP: By 1031/2015, eacfi reconciliatlon will be prcpared
wilhin 30 days ol ltr€ bank slatement date lor all accounts. These will b€ signred &
dated by the preparer and signed ll clated by the rsviewer,

DCFS Ræponsc: Fiscal C,omplianoe statf urill eondr.¡c't an on-slte review wlthh gO

days to ensure corvpllance with implementatbn ol lhe conectiw aciions.

F¡rnilk¡¡ Uniting Fgnilbr mrnrgüncnt m¡intaln ¡ccountlng lccord¡ wlth
3.ptrttc rlvcnuct and crpcndlturca for cach progrear/ætlvlty.

Agcncy Proporcd FCAP: By 10131/2015, all reyenues and expendltures will be
noled lor eacfi activity.

DCFS Roponr: F-rscat Complance stañ will conduct an on-site review wllhin 90
days lo ensure cornpliarra with lmplementatim ol the corrective aclions.

3. Femllh¡ Uniting F¡milic¡ menegcrncnt dcrrulop e wdttcn Co¡t Alloc¡üon Plen
end ¡c¡llocetc ¡llowablc ¡h¡¡cd orpcndlhtrol urlng en equitrblc b¡¡l¡ th¡t i¡
upportcd with documrrt¡üon.

A$ncy Propord FCAP: FamiliEs Uniting farnilþs will develop a wrltten Cost
Allocation Plan and reallocate allowable stìarad expendituras using en equitable

1

2
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basls that is supported wrlh docurnenlation. Addltlonal steps have been taken lo
ensurê that income and expenditures have be€n allocated in Farnilles Unlting
Famrlies' accounting records.

DCFS Rerponec" Please submit a copy of the cost allocation plan to the Fiscal
Cornpliance Unil by November 16, 2015 Fiscal Cornpliance slall wlll conduct an
on-srte review wilhin 90 days to ensure comphance with irnplementation of the
cÕrreclive actions

Famllle¡ Uniting F¡milir¡ rnånrgün nl rcqulrc a ¡ccond rlgnature on ¡ll
chcckr lrom ¡omconc lndcpcndcnt from tht tr¡n¡¡ctiont, end rt I hlghcr
laYGl"

Agcncy Propord FCAP: By l0/3t/2015 allchecks requiring a reinbursament to
executive director wlll be slgned by a Families Unrtirg Farnlþs boanl nænÈer (or
equivalent),

DCFS Rrtponrc: Fbcal Complfance staff will conduct an on-site review wihir g0
days to ensuro compllance wíth implementåtion ol thc con€dive actions,

5. Famllþe Unldng F¡milicr menegcmcnt cnrtrrr clcctronlc dcvlcc¡ tlrat cont¡in
confid¡nti¡l ¡nd Pcnonol ldcntlñSlc lnformrtlon h¡vr rncryplion toftwaru
to pt€yunt unauthorizrd ¡ccr¡¡ and u¡c.

Agency Proporcd FCAP: By Nowmber 15, æ15. Families Unitlng Families will
upgrade all computers lo Wh 7, One Drive, and Microsofl Office 365 Nonprofit
edltion. This measurø will be taken lo eneure thal our data is errcrypted and
protecled to LA County slandards.

IICFS Rceponcc: Fiscal Compliance statl will conduct an on-site revbw wilhln 90
days lo ensure cornpliance with implemenlatlon ol the correctiw actlons.

6. Ftmilhl Unlüng F¡mlllcc msnagcrnÊnt cnturc SGflri-fuinu¡l E¡prnditurc
Fcporte lncludc crponrcr for Lo¡ Ango¡æ Cor¡nty pleccd youth orily and
provldr lhc D¡pertmcnt ol Chlldrcn and Family Scrvlccr rcvircd Scmi-Arn¡¡¡l
Rcport! lor Fl¡c¡l Ycrr 20lll4 b.¡rd on tñc rrconrnrcrd¡tlm¡ ¡bow, nd I
plln of how tlroy wlll utllÞa thc unopcnt rÊtunuc, ll rppliceblc

Agrncy Propoead FCAP: By 10/31/2015, Famllies Uniting Familes (FUF) w¡ll
enoure the SAERs hclude exp€nses for Los Angeles County placed youlhs only
and provitle DCFS reviead SAERs for 2013-14 bas€d upon lhe recõnmandations
âbove, and a plan on how lo utilíze the unspent retenue, if agptlcable"

DcFs Rcopq¡¡g; Please subnnit å copy d üre revlsed SAERo lor FY 2013-'t4 to
the Fiscel Compliance Unlt Þy November 16, 2015. Fiscal Compliance stalÍ will
conducl an on-site review within 90 days to ensure cornpllance wiúr
implementation of üle conective aAions.
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7, Frmllh¡ Uniting Femlllco mrugcmcnt cn¡urc ttìc rrvlocd S¡mþAnnu¡l
Erpcndlturc Rcportr lncludc thl totd rccumrd¡bd uncpcnt rurrcnr¡c tñc
Agoncl rcteinrd ¡inca Soptcmbcr ãlGl at rcqulrcd by ttrclr conlnct

Agrncy Propoccd FCAP; Famillee Unltlng Familles wlll ravise allof the prbr
SAERE lo include sny aocumulated unspent rsvenue,

DCFS Retponr: Please sr¡bmit a copy of lhe revised SAERs to the
Fiscal Compliance Unlt by November 16, 2015. Flscal Cornflianoe daft
willconducl an on-site review wilñin 90 days to ensure compliance
with impementation ol the conective actions.


