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MANAGEMENT ASSERTION LETTER

Sikich LLP
3201 West White Qaks Drive, Suite 102 June 25, 2012
Springfield, IL 62704

Ladies and Gentlemen:

We are responsible for the identification of, and compliance with, all aspects of laws,
regulations, contracts, or grant agreements that could have a material effect on the operations of
the Agency. We are responsible for and we have established and maintained an effective system
of, internal controls over compliance requirements. We have performed an evaluation of the
Agency’s compliance with the following assertions during the two-year period ended June 30,
2011. Based on this evaluation, we assert that during the years ended June 30, 2010 and June 30,
2011, the Agency has materially complied with the assertions below.

A. The agency has obligated, expended, received and used public funds of the State in
accordance with the purpose for which such funds have been appropriated or otherwise
authorized by law.

B. The agency has obligated, expended, received and used public funds of the State in
accordance with any limitations, restrictions, conditions or mandatory directions imposed
by law upon such obligation, expenditure, receipt or use.

C. The agency has complied, in all material respects, with applicable laws and regulations,
including the State uniform accounting system, in its financial and fiscal operations.

D. State revenues and receipts collected by the agency are in accordance with applicable
laws and regulations and the accounting and recordkeeping of such revenues and receipts
is fair, accurate and in accordance with law.

E. Money or negotiable securities or similar assets handled by the agency on behalf of the
State or held in trust by the agency have been properly and legally administered, and the
accounting and recordkeeping relating thereto is proper, accurate and in accordance with
law.



Yours very truly,

[llinois Department of Human Services

Michelle R B, Saddler
Secretary

Const G s

Carol Kraus
Chief Financial Officer

Brian Dunn
General Counsel




COMPLIANCE REPORT

SUMMARY

The compliance testing performed during this examination was conducted in accordance with
Government Auditing Standards and in accordance with the Illinois State Auditing Act.

INTRODUCTION

As noted in the introduction to the Notes on Financial Related Data, our scope as special assistant
auditors to the Auditor General includes a financial audit of the entire Illinois Department of
Human Services for the year ended June 30, 2011 and for the year ended June 30, 2010 (issued
under separate cover), and a compliance examination of the entire Illinois Department of Human
Services for the two years ended June 30, 2011.

ACCOUNTANTS’ REPORTS

The Independent Accountants’ Report on State Compliance, on Internal Control Over
Compliance and on Supplementary Information for State Compliance Purposes does not contain
scope limitations or disclaimers, but contained report qualifications for compliance and internal
control.

SUMMARY OF FINDINGS
Number of Current Report Prior Report
Findings 43 39
Repeated findings 29 20
Prior recommendations implemented or not 10 1
repeated

SCHEDULE OF FINDINGS
Item No. Page Description Finding Type

FINDINGS (GOVERNMENT AUDITING STANDARDS)

11-1 19 Weaknesses in preparation of GAAP reporting Material Weakness
forms submitted to the Illinois Office of the
Comptroller and preparation of year-end
Department financial statements

11-2 22 Inadequate controls over commodities Significant Deficiency

11-3 26 Commodity inventory system outdated and Significant Deficiency
insufficient for user needs

11-4 28 Inadequate controls over capital asset financial Significant Deficiency
reporting
11-5 30 Weaknesses over quarterly reporting of Material Weakness

accounts receivable
6



SCHEDULE OF FINDINGS

Item No. Page Description Finding Type
FINDINGS (STATE COMPLIANCE)
11-6 32 Child care provider addresses matched to Significant Deficiency
Illinois Sex Offender Registry and Material
Noncompliance
11-7 35 Child care assistance payments and tuition Significant Deficiency
and Noncompliance
11-8 37 Contract overpayments to vendor not resolved Significant Deficiency
in a timely manner and Noncompliance
11-9 39 Preferential payments to provider not Significant Deficiency
adequately supported in a timely manner and Material
Noncompliance
11-10 41 Inadequate compliance with procedures for Significant Deficiency
disposal of confidential information and Noncompliance
11-11 43 Weaknesses in contract administration Significant Deficiency
and Noncompliance
11-12 45 Internal control weaknesses in the Home Significant Deficiency
Services Program and Material
Noncompliance
11-13 47 Inadequate oversight of union contracts Significant Deficiency
and Material
Noncompliance
11-14 49 Lack of controls over monitoring Significant Deficiency
unemployment insurance benefits paid under and Noncompliance
the Home Services Program
11-15 51 Weaknesses in processing Personal Assistants Significant Deficiency
(PA) payments and Noncompliance
11-16 53 Failure to comply with Medicare and Medicaid Significant Deficiency
certification requirements and Noncompliance
11-17 55 Noncompliance with statutory requirements Significant Deficiency

and Material
Noncompliance



SCHEDULE OF FINDINGS

Item No. Page Description Finding Type
FINDINGS (STATE COMPLIANCE) — Continued

11-18 61 Failure to reconcile grant expenditures and Significant Deficiency
seek recovery of funds in a timely manner and Noncompliance

11-19 63 Failure to timely determine the disposition of Significant Deficiency
unspent grant funds and Noncompliance

11-20 66 Weaknesses in monitoring interagency Significant Deficiency
agreements and Noncompliance

11-21 68 Inadequate controls over receipts Significant Deficiency
and Noncompliance

11-22 71 Inadequate controls over accounts receivable Significant Deficiency
and Noncompliance

11-23 75 Inadequate administration of locally held funds Significant Deficiency
and Noncompliance

11-24 81 Voucher processing, approval and payment Significant Deficiency
and Noncompliance

11-25 84 Failure to ensure expenditure reconciliations Significant Deficiency
are prepared timely and Noncompliance

11-26 85 Inadequate recordkeeping for payroll and Significant Deficiency
personnel files and Noncompliance

11-27 88 Employee performance evaluations not Significant Deficiency
performed on a timely basis and Noncompliance

11-28 90 Weaknesses in maintaining documentation of Significant Deficiency
temporary employee assignments and Noncompliance

11-29 91 Time records not maintained in compliance Significant Deficiency
with the State Officials and Employees Ethics and Noncompliance

Act
11-30 93 Lack of physical control over State property Significant Deficiency

and Noncompliance



SCHEDULE OF FINDINGS

Item No. Page Description Finding Type
FINDINGS (STATE COMPLIANCE) — Continued

11-31 96 Failure to transfer surplus real property Significant Deficiency
and Noncompliance

11-32 98 Controls over telecommunication services and Significant Deficiency
expenditures and Noncompliance

11-33 100 Telephone calling cards and cell phones not Significant Deficiency
cancelled on a timely basis and Noncompliance

11-34 102 Inadequate records for State vehicles assigned Significant Deficiency
to Department employees and Noncompliance

11-35 105 Contingency planning weaknesses Significant Deficiency
and Noncompliance

11-36 107 Access to Department production data not Significant Deficiency
adequate restricted and Noncompliance

11-37 108 Late submission of required reports Significant Deficiency
and Noncompliance

11-38 111 Failure to make appointments in accordance Significant Deficiency
with State law and Noncompliance

11-39 113 Noncompliance with fire safety standards Significant Deficiency
and Noncompliance

11-40 114 Failure to display proper identification Significant Deficiency
and Noncompliance

11-41 115 Failure to administer the Rapid Reintegration Significant Deficiency
Pilot Program and Noncompliance

11-42 116 Whistle blower notices not conspicuously Significant Deficiency
displayed and Noncompliance

11-43 117 Weaknesses in conducting annual eligibility Significant Deficiency

redeterminations for KidCare (ALL KIDS)

and Noncompliance



Item No.

Page

SCHEDULE OF FINDINGS

Description

Finding Type

FINDINGS (STATE COMPLIANCE) — Continued

In addition, the following findings which are reported as current findings and relating to
Government Auditing Standards also meet the reporting requirements for State Compliance.

11-1 19 Weaknesses in preparation of GAAP reporting Material Weakness
forms submitted to the Illinois Office of the and Material
Comptroller and preparation of year-end Noncompliance
Department financial statements
11-2 22 Inadequate controls over commodities Significant Deficiency
and Material
Noncompliance
11-3 26 Commodity inventory system outdated and Significant Deficiency
insufficient for user needs and Noncompliance
11-4 28 Inadequate controls over capital asset financial Significant Deficiency
reporting and Material
Noncompliance
11-5 30 Weaknesses over quarterly reporting of Material Weakness
accounts receivable and Material
Noncompliance
Item No. Page Description
PRIOR FINDINGS NOT REPEATED
A 119 Failure to comply with Medicare and Medicaid certification requirements
B 119 Failure to update allowance for uncollectible accounts receivable in a
consistent manner
C 119 Contracts with the University of Illinois to hire subcontractors and retired
State employees
D 120 Inadequate reconciliation procedures over mental health service payments
E 120 Untimely signing and execution of written contact agreements
F 120 Failure to recover grant funds by circumventing the Grants Funds Recovery

Act
10



Item No. Page

SCHEDULE OF FINDINGS

Description

G 120
H 120
I 121
J 121
K 121

PRIOR FINDINGS NOT REPEATED
Grants for the Child Care Expansion Program exceeded the limit

Weaknesses in administering the Gaining Early Awareness and Readiness
for Undergraduate Program

Improper transfers to the FY09 Budget Relief Fund
Inadequate controls over returned checks

Inadequate security administration function

EXIT CONFERENCE

The findings and recommendations appearing in this report were discussed with Department
personnel at an exit conference on June 21, 2012. Attending were:

Matthew Hammoudeh
Carol Kraus

Michael Layden
Debbie Abbott

Dan Melliere

Linda Saterfield

Paul Thelen

Debbie Bretz

Julie Hagele

Rick Nance

Shawn Henderliter
Denise Matthew
Albert Okwuegbunam
Anna Moore

Paul Usherwood
Janis Van Durme
Joe Gudgel

Department of Human Services

Assistant Secretary

Chief Financial Officer

Director of Fiscal Services

Chief Internal Auditor

Bureau of Collections

Division of Family and Community Services
Division of Family and Community Services
Division of Family and Community Services
Deputy Chief Information Officer

Division of Alcohol and Substance Abuse
Fiscal Officer, Office of Rehabilitation Services
Acting Bureau Chief, Expenditure Accounting
Audit Liaison

Audit Liaison

Office of the Auditor General

Audit Manager
Audit Manager
Audit Manager

11



Sikich LLP — Special Assistant Auditors

Nick Appelbaum Partner
Andy Lascody Partner
Nikki Lanier Supervisor
Ann Bova Supervisor

Responses to the recommendations were provided by Carol Kraus, Chief Financial Officer, in a
letter dated June 25, 2012.
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INDEPENDENT ACCOUNTANTS' REPORT ON STATE COMPLIANCE,
ON INTERNAL CONTROL OVER COMPLIANCE, AND ON SUPPLEMENTARY
INFORMATION FOR STATE COMPLIANCE PURPOSES

Honorable William G. Holland
Auditor General
State of [llinois

Compliance

As Special Assistant Auditors for the Auditor General, we have examined the State of Illinois,
Department of Human Services’ (the Department) compliance with the requirements listed below,
as more fully described in the Audit Guide for Financial Audits and Compliance Attestation
Engagements of Illinois State Agencies (Audit Guide) as adopted by the Auditor General, during
the two years ended June 30, 2011. The management of the Department is responsible for
compliance with these requirements. Our responsibility is to express an opinion on the
Department’s compliance based on our examination.

A. The Department has obligated, expended, received, and used public funds of the State in
accordance with the purpose for which such funds have been appropriated or otherwise

authorized by law.

B. The Department has obligated, expended, received, and used public funds of the State in
accordance with any limitations, restrictions, conditions or mandatory directions imposed
by law upon such obligation, expenditure, receipt or use.

C. The Department has complied, in all material respects, with applicable laws and
regulations, including the State uniform accounting system, in its financial and fiscal
operations.

D. State revenues and receipts collected by the Department are in accordance with applicable
laws and regulations and the accounting and recordkeeping of such revenues and receipts
is fair, accurate and in accordance with law.

E. Money or negotiable securities or similar assets handled by the Department on behalf of
the State or held in trust by the Department have been properly and legally administered
and the accounting and recordkeeping relating thereto is proper, accurate, and in
accordance with law.

13



We conducted our examination in accordance with attestation standards established by the
American Institute of Certified Public Accountants; the standards applicable to attestation
engagements contained in Government Auditing Standards issued by the Comptroller General of
the United States; the Illinois State Auditing Act (Act); and the Audit Guide as adopted by the
Auditor General pursuant to the Act; and, accordingly, included examining, on a test basis,
evidence about the Department’s compliance with those requirements listed in the first paragraph
of this report and performing such other procedures as we considered necessary in the
circumstances. We believe that our examination provides a reasonable basis for our opinion. Our
examination does not provide a legal determination on the Department’s compliance with
specified requirements.

As described in findings 11-1, 11-2, 11-4, 11-5, 11-6, 11-13 and 11-17 in the accompanying
Schedule of Findings, the Department did not comply with requirements regarding applicable
laws and regulations, including the State uniform accounting system, in its financial and fiscal
operations. In addition, as described in finding 11-9 and 11-12 in the accompanying Schedule of
Findings, the Department did not comply with requirements regarding obligating, expending,
receiving and using public funds of the State in accordance with the purpose for which said funds
have been appropriated or otherwise authorized by law. Compliance with such requirements is
necessary, in our opinion, for the Department to comply with the requirements listed in the first
paragraph of this report.

In our opinion, except for the noncompliance described in the preceding paragraph, the
Department complied, in all material respects, with the requirements listed in the first paragraph
of this report during the two years ended June 30, 2011. However, the results of our procedures
disclosed other instances of noncompliance, which are required to be reported in accordance with
criteria established by the Audit Guide, issued by the Illinois Office of the Auditor General and
which are described in the accompanying Schedule of Findings as findings 11-3, 11-7, 11-8, 11-
10, 11-11, 11-14 through 11-16 and 11-18 through 11-43.

Internal Control

Management of the Department is responsible for establishing and maintaining effective internal
control over compliance with the requirements listed in the first paragraph of this report. In
planning and performing our examination, we considered the Department’s internal control over
compliance with the requirements listed in the first paragraph of this report as a basis for
designing our examination procedures for the purpose of expressing our opinion on compliance
and to test and report on internal control over compliance in accordance with the Audit Guide
issued by the Illinois Office of the Auditor General, but not for the purpose of expressing an
opinion on the effectiveness of the Department’s internal control over compliance. Accordingly,
we do not express an opinion on the effectiveness of the Department’s internal control over
compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over
compliance that might be significant deficiencies or material weaknesses and therefore, there can
be no assurance that all deficiencies, significant deficiencies, or material weaknesses have been
identified. However, as described in the accompanying Schedule of Findings we identified
certain deficiencies in internal control over compliance that we consider to be material
weaknesses and other deficiencies that we consider to be significant deficiencies.
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A deficiency in an entity’s internal control over compliance exists when the design or operation
of a control does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct noncompliance with the requirements listed
in the first paragraph of this report on a timely basis. A material weakness in internal control
over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance such that there is a reasonable possibility that a material noncompliance with a
requirement listed in the first paragraph of this report will not be prevented, or detected and
corrected on a timely basis. We consider the deficiencies in internal control over compliance as
described in the accompanying Schedule of Findings as findings 11-1 and 11-5 to be material
weaknesses.

A significant deficiency in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance. We
consider the deficiencies in internal control over compliance described in findings 11-2 through
11-4 and 11-6 through 11-43 in the accompanying Schedule of Findings to be significant
deficiencies.

As required by the Audit Guide, immaterial findings excluded from this report have been reported
in a separate letter to your office.

The Department’s responses to the findings identified in our examination are described in the
accompanying Schedule of Findings. We did not examine the Department’s responses and,
accordingly, we express no opinion on the responses.

Supplementary Information for State Compliance Purposes

As Special Assistant Auditors for the Auditor General, we have audited the financial statements
of the governmental activities, the major fund, and the aggregate remaining fund information of
the Department as of and for the years ended June 30, 2010 and 2011, which collectively
comprise the Department’s basic financial statements, and have issued our reports thereon dated
March 31, 2011 and June 25, 2012, respectively. The accompanying supplementary information,
as listed in the table of contents as Supplementary Information for State Compliance Purposes, is
presented for purposes of additional analysis and is not a required part of the basic financial
statements of the Department. The 2010 and 2011 Supplementary Information for State
Compliance Purposes, except for that portion marked “unaudited,” on which we express no
opinion, has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements for the years ended June 30, 2010 and June 30, 2011 taken as a whole.

We have also previously audited, in accordance with auditing standards generally accepted in the
United States, the Department’s basic financial statements for the year ended June 30, 2009. In
our report dated June 18, 2010, we expressed an unqualified opinion on the respective financial
statements of the governmental activities, the major fund, and the aggregate remaining fund
information. In our opinion, the 2009 Supplementary Information for State Compliance Purposes,
except for the portion marked “unaudited” is fairly stated in all material respects in relation to the
basic financial statements for the year ended June 30, 2009, taken as a whole.
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This report is intended solely for the information and use of the Auditor General, the General
Assembly, the Legislative Audit Commission, the Governor, and Department management, and is
not intended to be and should not be used by anyone other than these specified parties.

Aikbit P

Springfield, Illinois

June 25, 2012, except for the June 30, 2011

Supplementary Information for State Compliance Purposes,
as to which the date is May 18, 2012

16



REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Honorable William G. Holland
Auditor General
State of Illinois

As Special Assistant Auditors for the Auditor General, we have audited the financial statements
of the governmental activities, the major fund, and the aggregate remaining fund information of
the State of Illinois, Department of Human Services (the Department), as of and for the year
ended June 30, 2011, which collectively comprise the Department’s basic financial statements
and have issued our report thereon dated May 18, 2012. We conducted our audit in accordance
with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States.

Internal Control Qver Financial Reporting

Management of the Department is responsible for establishing and maintaining effective internal
control over financial reporting. In planning and performing our audit, we considered the
Department’s internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements and not for the
purpose of expressing an opinion on the effectiveness of the Department’s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Department’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and was not designed to identify all deficiencies in the
internal control over financial reporting that might be significant deficiencies or material
weaknesses and therefore, there can be no assurance that all deficiencies, significant deficiencies,
or material weaknesses have been identified. However, as described in the accompanying
schedule of findings we identified certain deficiencies in internal control over financial reporting
that we consider to be material weaknesses and other deficiencies that we consider to be
significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the Department’s financial statements will not be
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prevented, or detected and corrected on a timely basis. We consider the deficiencies described in
finding 11-1 and 11-5 in the accompanying schedule of findings to be material weaknesses.

A significant deficiency is a deficiency, or combination of deficiencies, in internal control that is
less severe than a material weakness, yet important enough to merit attention by those charged
with governance. We consider the deficiencies described in findings 11-2 through 11-4 in the
accompanying schedule of findings to be significant deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Department’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards. We also conducted a State compliance examination of the Department as required by
the Illinois State Auditing Act. The results of that examination are reported in the accompanying
schedule of findings as items 11-6 through 11-43.

We also noted certain matters which we have reported to management of the Department in a
separate letter dated June 25, 2012.

The Department’s responses to the findings identified in our audit are described in the
accompanying schedule of findings. We did not audit the Department’s responses and,
accordingly, we express no opinion on them.

This report is intended solely for the information and use of the Auditor General, the General .
Assembly, the Legislative Audit Commission, the Governor, and Department management, and is
not intended to be and should not be used by anyone other than these specified parties.

Aot LLP

Springfield, Illinois
May 18, 2012
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11-1

STATE OF ILLINOIS
DEPARTMENT OF HUMAN SERVICES

SCHEDULE OF FINDINGS
June 30, 2011

FINDINGS (GOVERNMENT AUDITING STANDARDS)

FINDING: (Weaknesses in preparation of GAAP reporting forms submitted to the

Illinois Office of the Comptroller and preparation of year-end Department
financial statements)

The Department of Human Services’ (Department’s) year-end financial reporting in
accordance with generally accepted accounting principles (GAAP) to the Illinois Office
of the Comptroller contained numerous inaccuracies and errors which resulted in changes
being made to originally submitted information.

During the audit of the June 30, 2011 Department financial statements, the following
exceptions were noted:

GAAP reporting packages contained numerous inaccuracies and required
corrections which delayed audit testing of the financial statements and the
Schedule of Federal Awards prepared by the Department. Auditors did not
receive a complete draft of the financial statements and footnotes from the
Department until February 24, 2012, approximately five months late.

The Department had not properly accounted for deferred revenue and federal
grant revenue in the Early Intervention Services Revolving Fund (0502) related to
the Children’s Health Insurance Program (CFDA No. 93.767) and the Medical
Assistance Program (CFDA No. 93.778) (regular and ARRA). When the
Department prepared the schedule of lapse period draws for GAAP reporting
purposes, a lapse period draw in the amount of $2.279 million was not included.
This resulted in an overstatement of deferred revenue — unavailable and an
understatement in federal grant revenue of $2.279 million.

The Department had not properly accounted for prior year receivables related to
WIC rebates in the U.S.D.A. Women, Infants and Children Fund (0700). In the
prior year, auditors posted an adjustment to record the correct amount for the WIC
rebates receivable, but the adjustment was not posted by the Illinois Office of the
Comptroller. When preparing the expenditure reconciliation utilized to determine
current year expenditures, the corrected amount was not considered. As aresult,
current year revenues and expenditures for the Special Supplemental Nutrition
Program for Women, Infants, and Children program (CFDA No. 10.557) were
understated on the Grant/Contract Analysis Form (SCO-563) by $11.889 million.
Expenditures were originally reported as $213.841 million but should have been
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reported as $225.730 million. The Schedule of Expenditures of Federal Awards
was revised as a result.

o The Department had not properly accounted for prior or current year liabilities
related to the Children’s Health Insurance Program (CFDA No. 93.767), the
Medical Assistance Program (CFDA No. 93.778), and the Medical Assistance
Program (ARRA) (CFDA No. 93.778). As a result, the current year expenditures
on the Grant/Contract Analysis Form (SCO-563) were misstated on a cash basis.
This resulted in a total understatement of $14.467 million of liabilities for the
Community Mental Health Medicaid Trust Fund (0718). The Grant/Contract
Analysis Form (SCO-563) and Schedule of Expenditures of Federal Awards were
revised to correct the misstatement.

e Auditors noted expenditure reporting errors in the amount of $110 thousand in the
U.S.D.A. Women, Infants and Children Fund (0700). When Department
personnel completed the expenditure analysis which is utilized to determine
reportable expenditures, amounts were erroneously included for prior year items.
The amount was listed as an expenditure reporting error on the reconciliation
which is utilized for program expenditures reporting to federal auditors.

e Auditors noted the Department had not timely posted payroll expenditure amounts
to their accounting system. The reports which support financial reporting data
had to be adjusted to include expenditures for the April 2011 payroll that were not
posted until August, or four months late. This occurred in sixteen fund reporting
packages for a total of $1.448 million in payroll expenditures.

Department officials cited numerous issues with the functionality of the Comptroller’s
WEDGE reporting system as the reason for the delays in the ability of the Department to
enter financial data into the GAAP reporting packages. Additionally, Department
officials stated the errors contained in the GAAP packages were due to the lack of a
complete general ledger and grants management system as well as lack of a sufficient
number of staff and corresponding titles to hire staff with adequate qualifications,
education, and experience to prepare GAAP packages and financial statements in
accordance with GAAP.

The Comptroller requires State agencies to prepare GAAP Reporting Packages for each
of their funds to assist in the annual preparation of the statewide financial statements.
GAAP Reporting Package instructions are specified in the Comptroller’s Statewide
Accounting Management System (SAMS) Manual, Chapter 27. The Comptroller sets
due dates for the financial information to be submitted in order for the statewide financial
statements and statewide Schedule of Expenditures of Federal Awards (SEFA) to be
prepared and audited within a specified timeline to provide users of these statements
information in a timely manner.

In addition, the Fiscal Control and Internal Auditing Act (30 ILCS 10/3001), requires all
State agencies to establish and maintain a system of internal fiscal control to provide
assurance that revenues, expenditures and transfers of assets, resources, or funds
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applicable to operations are properly recorded and accounted for to permit the preparation
of reliable financial reports.

Because of the significance of the weaknesses in preparation of GAAP reporting forms
submitted to the Illinois Office of the Comptroller and preparation of year end
Department financial statements, this is considered a material weakness in the
Department’s internal control. A material weakness is a deficiency, or a combination of
deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis.

The exceptions noted, if not detected and corrected, can materially misstate the
Department’s financial statements and negatively impact the statewide financial
statements. Some of the exceptions noted pertain to federal expenditures and again, if not
corrected can materially misstate the federal expenditure information used to prepare the
Schedule of Expenditures of Federal Awards as part of the Statewide Single Audit.
Accurate and timely preparation of the Department’s financial information for GAAP
reporting purposes is important due to the complexity of the Department and the impact
adjustments have on the statewide financial statements. (Finding Code No. 11-1, 10-1
and 09-1)

RECOMMENDATION:

We recommend the Department implement procedures and cross-training measures to
ensure GAAP Reporting Packages are prepared in a timely, accurate and complete
manner. This should include allocating sufficient staff resources and the implementation
of formal procedures to ensure GAAP financial information is prepared and submitted to
the Office of the Comptroller in a timely and accurate manner, and that all supporting
documentation is maintained in a contemporaneous manner.

DEPARTMENT RESPONSE:

The Department agrees with the recommendation. DHS will implement procedures to
cross-train employees to help ensure GAAP packages are prepared timely and accurately.
Additionally, DHS is in the process of hiring staff to be utilized in the GAAP reporting

process.
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11-2

FINDING: (Inadequate controls over commodities)

The Department of Human Services (Department) does not maintain an adequate
oversight function over commodities, resulting in inadequate controls. Inventory control
includes responsibilities at individual facilities, multiple warehouses, and Central Office
locations.

Audit testing performed at various locations, including warehouses, facilities, schools,
and centers, identified several exceptions and weaknesses over commodities inventories.
The following inventory problems were noted during testing:

o Weaknesses in segregation of duties for annual inventory counting were noted at four
of twenty-two (18%) locations (20 facilities and 2 warehouses). For example,
Chicago Read Mental Health Center had a staff member who counted inventory and
recorded the amounts to be entered in the inventory system.

* Auditors noted five of twenty (25%) facilities did not distribute written inventory
procedures to the personnel conducting the count. Department Administrative
Directive 01.05.07.010 — Annual Inventory Procedures states, “The cover sheet will
be distributed with the annual inventory time line and instructions”.

e Auditors noted count sheets utilized to document the inventory count at four facilities
and one warehouse were not complete. The count sheets lacked the dates the items
were counted as well as signatures of the counter or supervisor.

e The Department’s Warehouse Control System (WCS) does not allow the system user
to readily review the purchase history of items to ensure the commodities are
accurately priced under the average cost method. Under the average cost method,
inventory is valued based on the average purchase price (cost) of the items in stock.
Auditors noted the average cost method is not being utilized to record the cost of
commodities inventories at the two warehouses.

o Four of twenty (20%) facilities did not make timely adjustments to inventory records
after the year end count was conducted.

e Auditors noted inventory counts that could not be reconciled to perpetual inventory
records at six of twenty facilities (30%) and two warehouses. For example, 10 of 25
(40%) items counted at the Clyde L. Choate Mental Health and Developmental
Center could not be reconciled to physical inventory records.

e Auditors noted pharmaceutical inventories for six facilities were misstated at June 30,
2011 by the value of the pharmaceuticals disbursed to patients June 27 - 30 but not
posted to the Commodity Control System (CCS) until July 1 - 3. Due to the end of
the fiscal year occurring midweek and the limited reporting capabilities of the CCS, a
custom report was created to capture the pharmaceuticals that were disbursed from
July 1% through July 3. However, the report which was provided to auditors for the
pharmacies contained a programming error and did not accurately reflect the
pharmaceuticals that were disbursed June 27 - 30 to allow for the proper statement of
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the year end balance. Pharmacy personnel attempted to utilize the standard weekly
report and custom report to arrive at the correct year end balance. However, auditors
were unable to verify test counts with the final inventory balances.

Four of twenty facilities (20%) had inventory items that were overstocked or in
excess of a twelve month supply. The Illinois Procurement Code (30 ILCS 500/50-
55) states every State agency shall inventory or stock no more than a 12-month need
of equipment, supplies, commodities, articles, and other items, except as otherwise
authorized by the State agency’s regulations. In addition, auditors noted expired
items at two facilities.

Auditors noted items were not labeled with the CCS identification number at three of
twenty facilities (15%).

Four of twenty facilities (20%) improperly recorded values of commodities
inventories. For example, the hub pharmacy located at Andrew McFarland Mental
Health Center but operated by Ocaps recorded a pharmaceutical item as the number
of bottles on hand as opposed to milliliters resulting in an $8,105 overstatement.

Two of twenty facilities (10%) made incorrect adjustments to the CCS after
conducting the year end physical count.

Auditors noted inventory items requisitioned from inventory and stored in smaller
freezers were not returned to inventory or included in physical counts at the Illinois
School for the Deaf.

Auditors noted significant adjustments were made to the June 30, 2011 ending
inventory balances at Clyde L. Choate Mental Health and Developmental Center.
Both a positive adjustment in the amount of $58,848 and negative adjustment of
$73,067 were made resulting in a net adjustment of $14,219 or approximately 5% of
the ending inventory value of $313,795.

In addition, auditors noted one facility with disorganized storage areas. Items were
not orderly and were maintained in multiple locations.
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Similar exceptions were noted at the Department in previous reports. An analysis

summarizing the exceptions identified in the current and past 3 reports is noted in the

following table:

Inventory Exceptions

Year Ending June 30,

2011

2010

2009

2008

[nadequate segregation of duties

Lack of or inadequate written inventory procedures

Count sheets not properly completed

Purchase history unable to be reviewed

Failure to make timely adjustments to inventory
records

Counts that could not be reconciled

[mproper cutoff for pharmaceutical inventories

Inventory items overstocked or expired

Inventory items not clearly labeled with CCS item
number

Improperly recording values of inventory

Incorrect adjustments made after physical count

Inventory items not included in physical count

Inventory items not adequately controlled

Discrepancies/weakness noted in inventory balance

Inventory storage areas were disorganized

Duplicate system used to track inventory

Counting not performed at all facilities

Failure to document who counted inventory

Net adjustments over 2% not explained

Errors on Summary of Commodity Control System
and Other Inventories

MR KX KX XX XK XX X

>

X

X

X

X

X

X

>

ET S S

The Fiscal Control and Internal Auditing Act (30 ILCS 10/3001) notes State agencies

shall establish and maintain a system of internal fiscal and administrative controls, which
shall provide assurance that revenues, expenditures, and transfers of assets, resources, or

funds applicable to operations are properly recorded and accounted for to permit the
preparation of accounts and reliable financial and statistical reports and to maintain
accountability over the State’s resources. In addition, generally accepted accounting

principles require the proper valuation and control over annual physical inventory

processes to ensure complete and accurate inventories for financial reporting purposes.

An improved oversight function would allow the Department to increase the accuracy of
reported inventory balances and reduce deficiencies in internal control over maintaining

inventory.
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The Department stated they have established a centralized oversight for commodities;
however, staffing shortages and the outdated system continue to contribute to the
weaknesses noted for commodity inventories.

Because of the significance of the exceptions noted, specifically the overall weaknesses
in the inventory and oversight function over commodities, this is considered to be a
significant deficiency in the Department’s internal control. A significant deficiency is a
deficiency, or combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with
governance.

Strong internal controls would require an improved centralized oversight function related
to commodities. This is important considering the Department made commodities
expenditures of $34.85 million during fiscal year 2011. In addition, the Department
recorded ending commodities inventories of $7.8 million at June 30, 2011. (Finding
Code No. 11-2, 10-2, 09-2, 08-3, 07-4, 06-2, 05-2, 03-15, 03-17, 01-9 and 99-14)

RECOMMENDATION:

We recommend the Department continue strengthening its oversight function related to
commodities to allow for improved internal controls.

DEPARTMENT RESPONSE:

The Department agrees with the recommendation and is investigating ways to strengthen
and develop a more centralized oversight function related to commodities to allow for
improved internal controls.
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11-3 FINDING: (Commodity inventory system outdated and insufficient for user needs)

The Department of Human Services (Department) Commodity Control System (CCS) is
a batch entry system developed over 30 years ago that does not allow users real time
inventory controls regarding inventory management and purchasing.

The CCS is utilized for inventory at all mental health and developmental centers and for
the Bureau of Pharmacy and Clinical Support Services pharmaceutical warehouse. The
CCS had an inventory balance of approximately $7.8 million at June 30, 2011.

The CCS does not allow the system user to readily review the purchase history of items
to ensure the commodities are accurately priced under the average cost method. Under
the average cost method, inventory is valued based on the average purchase price (cost)
of the items in stock.

Auditors performed inventory test counts on June 29th, June 30th and July 5th. Since the
CCS only provides for a weekly report, which is run on Sunday nights, actual quantities
of stock are not readily available at any given time. Auditors had to reconcile their
inventory count taken on June 29th, June 30th and July 5th to the quantities on the
previous Sunday night’s report.

The Department counted their annual inventory for all stores from June 27th to June 30th
as opposed to June 30th which is the fiscal year end. As a result of the year end count, the
records for eighteen locations required adjustments.

Auditors also noted pharmaceutical inventories for six facilities were misstated at June
30,2011 by the value of the pharmaceuticals disbursed to patients June 27 - 30 but not
posted to the CCS until July 1 - 3. Due to the end of the fiscal year occurring midweek
and the limited reporting capabilities of the CCS, a custom report was created to capture
the pharmaceuticals that were disbursed from July 1* through July 3", However, the
report which was provided to auditors for the pharmacies contained a programming error
and did not accurately reflect the pharmaceuticals that were disbursed June 27 - 30 to
allow for the proper statement of the year end balance. When auditors were unable to
trace test count items to the final inventory balances, pharmacy personnel indicated the
reports used to reconcile the year end balance included pharmaceuticals issued the whole
week but should have included only items posted July 1 - 3. The lack of an accurate
transaction register caused either overstatements or understatements in the ending
inventory balances of the pharmaceuticals distributed the last week of June. Pharmacy
personnel stated it was not cost-effective to allocate resources to determine the
differences in ending inventory values.

This finding has been reported five other times. In the response to the June 30, 2010
finding, the Department stated a decision memorandum had been drafted and approved
by the executive leadership team to pursue a new real-time inventory system to allow
better management of inventories. As of January 2012, Department personnel stated a
decision memorandum had been implemented by the Department and a Request for
Proposal (RFP) had been drafted. After the RFP is finalized, it will be released for
vendor submissions.
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The Fiscal Control and Internal Auditing Act (30 ILCS 10/3001) notes State

agencies shall establish and maintain a system of internal fiscal and administrative
controls, which shall provide assurance that revenues, expenditures, and transfers of
assets, resources, or funds applicable to operations are properly recorded and
accounted for to permit the preparation of accounts and reliable financial and statistical
reports and to maintain accountability over the State's resources.

In addition, generally accepted accounting principles require the proper valuation of
inventory for financial reporting purposes. This would require verifying each purchase
transaction and updating specific item information as purchases are made throughout the
year. This includes utilizing an appropriate cost accounting system to recognize the
average cost for all items. By not maintaining appropriate records, the Department’s
overall inventory could be misstated.

Because of the significance of the weaknesses in the Department’s current Commodity
Control System, this is considered a significant deficiency in the Department’s internal
control. A significant deficiency is a deficiency, or combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

An outdated computer inventory system may result in over-purchasing, waste,
obsolescence, theft, loss, or unauthorized use of State assets, and contributed to the
inadequate controls over commodities noted in finding 11-2. Recording of inventory
quantity information is crucial to maintain control over and to properly manage inventory
quantities, such as determining reorder and overstocking points. This is especially
important due to the size of the Department and the number of users throughout the State.
(Finding Code No. 11-3, 10-3, 09-3, 08-4, 07-13 and 05-17)

RECOMMENDATION:

We recommend the Department upgrade the CCS or implement a new system that
includes real-time capabilities. This would allow the Department to access current
inventory levels so all inventory unit costs are properly recorded.

DEPARTMENT RESPONSE:

The Department agrees with the recommendation. DHS has formed a workgroup
assigned to assemble the Request for Proposal (RFP) to replace the current commodity
system that includes real-time capabilities and allows the Department to access current
inventory levels so all inventory unit costs are properly recorded.
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11-4 FINDING: (Inadequate controls over capital asset financial reporting)

The Department of Human Services’ (Department’s) capital asset GAAP Package Forms
contain several accounts that are not supported by the Department’s capital asset
accounting records.

During testing of the capital asset reporting system, several accounts on the GAAP
Package Form Capital Asset Summary (SCO-538) could not be traced to supporting
records. The Department knew the beginning and ending balance because they had
reports that generated the year end balances. As a result, in several instances activity for
the year was “netted” and recorded as an equipment addition, when in fact there may
have been deletions. For example, the Department has reports that calculate depreciation
expense monthly or quarterly. Since it would be cumbersome to accumulate all the
reports for the year, the Department records the entire difference between beginning of
year and end of year accumulated depreciation as an addition to accumulated
depreciation, when in fact there are probably deletions and transfers. Although the
differences between “netted” and “gross” totals are not significant, additions, deletions
and transfers during the year should be supported.

The original SCO-538 was submitted to the Office of the Comptroller on October 27,
2011 or approximately two months late. However, after the initial submission the
Department made significant revisions to the SCO-538 which was then resubmitted on
January 26, 2012 or approximately five months late. The Department originally reported
$4.641 million of construction in progress while no amount was reported for internally
generated intangible assets in development. The revised SCO-538 amount for internally
generated intangible assets in development was $3.223 million. Additionally, the
liabilities associated with capital assets at June 30, 2011 as originally reported were
$1.046 million while the revised amount was $1.888 million resulting in an increase of
$842 thousand. As the original SCO-538 was submitted after the lapse period, the
Department would have had all information related to liabilities for capital assets
available. Auditors also noted several other accounts which were adjusted by several
hundred thousand dollars.

Auditors also noted differences from amounts reported on the SCO-538 when compared
to the fund reporting packages. The Office of the Comptroller made adjustments to
reclassify amounts reported as capital assets to intangible assets. This resulted in a
difference of $239 thousand in the General Revenue Fund (0001) and $51 thousand in the
Vocational Rehabilitation Fund (0081). The amounts reported in the fund reporting
package were accurate; however, the SCO-538 was not revised to reflect the changes.

This finding has been reported four other times. In the response to the June 30, 2010
finding, the Department indicated they had requested and were provided an additional
report and were reviewing that report to ensure accuracy and completeness. After
reviewing the reports, the Department determined they were unable to utilize the
information for reporting at June 30, 2011.

The Fiscal Control and Internal Auditing Act (Act) (30 ILCS 10/3001) notes State
agencies shall establish and maintain a system of internal fiscal and administrative
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controls, which shall provide assurance that revenues, expenditures, and transfers of
assets, resources, or funds applicable to operations are properly recorded and accounted
for to permit the preparation of accounts and reliable financial and statistical reports and
to maintain accountability over the State’s resources.

Department officials stated if additions, delétions, or net transfers are unknown, then the
overall net change is used to get to an ending balance that agrees to the Department’s
capital asset records. Department records do not always readily reflect the components of
addition, deletions, and net transfers.

Because of the significance of the exceptions noted, specifically the weaknesses in the
capital asset financial reporting, this is considered a significant deficiency in the
Department’s internal control. A significant deficiency is a deficiency, or combination
of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

An important element of internal control is the accurate review, reconciliation and
reporting of accounting data. In addition, the Comptroller’s SAMS Manual (Procedure
27.20.38) requires a State agency to report capital assets and related accumulated
depreciation. (Finding Code No. 11-4, 10-4, 09-4, 08-5 and 07-5)

RECOMMENDATION:

We recommend the Department review and revise, as necessary, its current system of
gathering capital asset information to improve the accuracy and timeliness of its capital
asset records and devote necessary personnel to these tasks.

DEPARTMENT RESPONSE:

The Department agrees with the recommendation. The Department is considering
alternatives to enhance the overall reporting capabilities of the Department’s tracking
systems.
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11-5 FINDING: (Weaknesses over quarterly reporting of accounts receivable)

The Department of Human Services (Department) accounts receivable reporting system
is cumbersome, relies on numerous subsystems, and requires manual entries.

The Office of the State Comptroller (Comptroller) Statewide Accounting Management
System (SAMS) (Procedure 26.30.10) and the Illinois State Collection Act of 1986 (30
ILCS 210 et seq.) requires agencies to file quarterly accounts receivable information with
the Comptroller. This is accomplished by completing a Quarterly Summary of Accounts
Receivable — Accounts Receivable Activity report (Form C-97) and Aging of Total Gross
Receivables (Form C-98), which are prepared and submitted to the Comptroller each
quarter.

During testing of the quarterly receivable forms, the auditors noted the reports were
manually compiled from multiple accounts receivable systems in order to issue a single
report. The compilation is complex and cumbersome and, as a result, there is a potential
for errors in reporting. The current process takes approximately 15-20 hours to complete
over a period of several weeks. The Department’s current primary accounts receivable
system is the Accounts Receivable System (ARS) with the secondary systems in the
Consolidated Accounting and Reporting System (CARS) and the Reimbursement System
I (RE2). The systems need to be updated to handle the quantity of transactions
processed by the Department.

Auditors noted the quarterly Form C-98 submitted to the Comptroller contained
differences that could not be reconciled with the Department’s supporting documentation.
For example, for the Mental Health Fund (Fund 0050), receivable balances each quarter
consist of balances from CARS, RE2, plus entries for Medicare Part D and postage
reimbursements. The Department does not maintain a detail accounts receivable
subsidiary ledger to support the detail of the ending Fund 0050 quarterly balances.
Rather, the Department generally takes the beginning quarterly receivable balance, adds
new receivables and deletes payments to derive an ending quarterly balance. Auditors
reviewed the supporting documentation for these receivables but were unable to reconcile
the amounts to the totals reported for the quarter end. For fiscal year 2011, differences
ranged from $13 million to $23 million at the end of each quarter.

Auditors also noted there were Form C-98’s generated for funds that do not report
receivables. Department personnel indicated that CARS will populate receivable amounts
for funds that actually do not have receivables. According to Department personnel,
these amounts are populated in error and must be zeroed out manually.

Additionally, the Group Home Loan Revolving Fund (Fund 0025) was not included in

the C-97 report for fiscal years 2010 and 2011. The Group Home Loan Revolving Fund
total amount of loans receivable was approximately $26,000 for fiscal year end 2011.
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In response to this prior finding, the Department has developed formal written policies
and procedures to document its existing system and cross-trained other workers on
preparing the required reports. It appears there is a methodology for accumulating
quarterly accounts receivable information, but limitations in current systems make it
cumbersome and difficult to support. However, due to the size of the Department and the
balance of accounts receivable (approximately $509 million), the current process for
compiling the data does not efficiently or effectively integrate automation of its accounts
receivable activity into the Department’s financial accounting system, CARS, and makes
it difficult to prepare an accurate aging of the Department’s accounts receivable.

Because of the significance of the weaknesses in the Department’s accounts receivable
reporting system, this is considered a material weakness in the Department’s internal
control. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the
entity’s financial statements will not be prevented, or detected and corrected on a timely
basis.

Failure to maintain a centralized and automated accounts receivable system could hinder
the Department’s ability to timely and accurately report accounts receivable balances.
The current process also increases the possibility there are unrecorded accounts
receivable, interest or double counted amounts. (Finding Code No. 11-5, 09-24 and 07-
16)

RECOMMENDATION:

We recommend the Department implement a Department-wide accounts receivable
system, working with the appropriate parties regarding any possible state-wide
consolidated accounting system initiatives.

DEPARTMENT RESPONSE:

The Department agrees with the recommendation. The Department continues to review
the Accounts Receivable agency wide. Based on the results of the review, we will
establish and implement any changes as solutions occur. DHS would like to see one
uniform Accounts Receivable System that would handle all DHS debt and would satisfy
all receivable functions including financial reporting. Until a Statewide solution is
implemented the Department will work to improve the systems it currently maintains.
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FINDINGS (STATE COMPLIANCE)

11-6 FINDING: (Child care provider addresses matched to Illinois Sex Offender Registry)

The Department of Human Services’ (Department) Child Care Assistance Program
(CCAP) provides low-income, working families with access to quality, affordable child
care that allows them to continue working. Child care services in Illinois are provided
through a system of government agencies, not-for profit agencies, regional resource and
referral agencies, community child care facilities, and organizations representing the
interests of children, families and providers.

Participants choose the child care provider who best fits their individual needs, and care
is available on a full-time or part-time basis including care before and after school.
Parents can use licensed or license-exempt child care centers, family homes, licensed
group child care homes, in-home and/or relative care. Parents that participate in the
program share in the cost of the child care in the form of a co-payment. The parent co-
payment is based on income, family size, number of children, and the number of hours
per week the child(ren) is(are) approved for care.

According to the Department’s’ Annual Child Care Report, in fiscal year 2010 the CCAP
supported an average of 168,000 children from 89,900 families each month. The
Department expended $794 million related to child care assistance in fiscal year 2010.

Sex Offender Registry Match

The Department’s rules (89 I1l. Adm. Code Sec. 50.240c) require that payments will not
be made to a provider (even if operating within a setting exempt from licensing) who has
been convicted of crimes enumerated in 89 Ill. Adm. Code 385, Background Checks, nor
will such person be considered available to provide care. These background checks
include whether the provider is included on the Illinois Sex Offender Registry.

The Department’s Child Care Program Manual (05.01.01) states, “Payments will not be
made to a provider (even if operating within a setting exempt from licensing) who has
been convicted of crimes enumerated in 89 Ill. Adm. Code 385, Background Checks.”
The Department’s Child Care Manual also bars anyone from “residing in a family home
in which a child care facility operates” (05.04.01) who has been included in the Illinois
Sex Offender Registry or convicted of committing or attempting to commit a variety of
serious criminal offenses.

In the previous finding, auditors noted 90 instances where a child care provider’s address
matched an address of a registered sex offender. Of those ninety providers, the
Department determined 59 were no longer providing services and 6 providers had
incorrect addresses listed. One provider was a registered sex offender; however, he is no
longer providing child care services. For the remaining 24 providers, the Department
sent letters to the parents of the children involved notifying them that a sex offender is
listed at the same address.
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In order to follow up on the prior year finding, auditors requested a listing of the current
addresses of the child care providers who were noted to have a sex offender registered at
their address. Auditors noted 16 providers who listed addresses that still matched the
address of a registered sex offender. Of the 16 providers, the Department indicated 11 of
them are no longer providing child care services. In 5 cases, the provider’s address still
matches the address of a sex offender. The Department stated the Child Care Resource
and Referral office responsible for administering payments to the provider was notified to
close out the provider and send the parent a change of provider form. However,
documentation provided to auditors did not enable them to verify the action taken with
providers.

Department officials stated a lack of staff and resources contributed to the discrepancies
noted.

In the previous finding, auditors noted systems were not in place to routinely match to the
Illinois Sex Offender Registry. The current process is still limited to matching names and
not addresses to the Illinois Sex Offender Registry. The Department indicated they are
working with another State agency on a software program that would enable them to
match addresses; however, the program is currently in the test stage.

According to Department policy (05.03.01), all persons 13 years and older living in the
provider’s home are checked against the Department of Children and Family Services,
Child Abuse and Neglect Tracking System (CANTS). In the previous finding, auditors
noted the Department did not provide a space for applicants or providers to list other
persons that live in the same household as the provider on the Child Care application. As
a result of the finding, the Department modified the Child Care application to include
space for applicants or providers to list other persons that live in the same household as
the provider.

Public Act 96-632

Effective August 24, 2009, Public Act 96-632 established a criminal history record
checks task force to review and make recommendations to create a more centralized and
coordinated process for conducting criminal history record checks. The task force is
required to provide a plan to revise the criminal history record checks process to the
General Assembly by January 1, 2011. The Department is required to have a
representative on this task force. The Department is also required to promulgate rules to
set standards for determining when to disqualify an unlicensed child care provider for
payment.

Failure to follow established Department rules and policies has led to putting children at
risk when receiving child care at certain providers. (Finding Code No. 11-6, 09-7)
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RECOMMENDATION:

We recommend the Department ensure that children for which the State is assisting with
child care costs are not placed in arrangements in which the provider or other members of
the household are listed on the Illinois Sex Offender Registry. Specifically, the
Department should implement systems to allow the Department to periodically match the
addresses of child care providers with those addresses listed in the Illinois Sex Offender

Registry.
DEPARTMENT RESPONSE:

Agree. Currently, DHS has entered into an IGA with DCFS to perform the background checks for
license-exempt providers. The background check performed is the same background check that
DCEFS performs for child care providers under licensure. The Sex Offender Registry System
(SORS) check is currently done by name, not by address. Since DCFS does not currently check
addresses for those individuals seeking a license, it is an additional burden to add the address
check to this process. Given that DCFS is unable to conduct background checks for licensed
providers in a timely manner, it is unlikely that we can add to their work with this request and
expect timely results. We will explore enhancing our technology system to determine if we can
perform the address match through our own database.

We wish to stipulate that the Sex Offender Registry is not maintained or monitored by the
ISP. An address match is not definitive and will require additional research by staff to
determine if the match is accurate. It is unlikely that there will be additional resources
available in the coming fiscal year to devote to this project.
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11-7 FINDING: (Child care assistance payments and tuition)

In July 2009, the Office of the Auditor General released a Management Audit of the $1
Million Grant to Loop Lab School. The audit contained a recommendation to the
Department of Human Services (Department) regarding the use of child care assistance
funds for tuition payments. As part of the compliance examination of the Department,
testing was conducted to determine if other providers were also using child care funds to
cover the cost of tuition.

According to Department policy, school age children attending a private or parochial
school are not eligible for child care assistance to cover the cost of tuition. Department
policy defines “school age” as a child who turns 5 on or before September 1 and is
enrolled in kindergarten or a child who is 6-12 years of age and is enrolled in school.
The policy further states if kindergarten is provided at a child care center, the child is
only eligible to receive child care services for the portion of the day that is not spent in
kindergarten and any tuition for the kindergarten program must be paid by the parent
(Department policy 01.04.02).

The Department provided a download of school age children who received full-time child
care assistance during fiscal years 2010 and 2011 for certified providers. Full-time care
is defined as five hours or more of care during each day. The download provided by the
Department contained 731,201 payments for a total of $181,459,423 for fiscal year 2010,
and 753,568 payments for a total of $220,738,195 in fiscal year 2011.

A sample of 26 payments to providers for school aged clients receiving full-time
reimbursement was selected for testing. Files for these 26 clients were examined at their
respective Child Care Resource and Referral (CCR&R) agency office (Springfield and
Bloomington) to determine if these funds may have been used for tuition purposes. The
Department contracts with 18 CCR&Rs around the State to operate the Child Care
Assistance Program.

Auditors did not note instances of tuition payments being made with child care assistance
monies; however, other exceptions were noted as a result of testing procedures
performed:

e Two of 13 (15%) cases tested at Bloomington noted providers were paid for days for
which they were not eligible. For example, in one case the provider was paid for the
maximum number of days in November even though they were not the provider for
the entire month. The overpayments totaled $215.

During the review of case files, auditors also noted there was no system in place to
substantiate the actual hours of child care provided when more than one child care
provider was being utilized. In some cases, clients are allowed to choose more than one
provider for child care. Providers complete a record of hours worked to submit for
reimbursement; however, the Department does not substantiate the actual hours claimed
by providers. Department officials stated a higher risk of abuse is present for clients with
multiple providers. As the Department does not require substantiation of the hours
claimed, it is difficult to prove hours were claimed over hours actually provided.
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Department officials stated the contributing factor to the finding was the need to improve
internal controls.

The Department has not implemented the recommendations presented in the original
finding (09-8).

e While auditors noted no situations in which individuals attending private or
parochial school received full time reimbursement, the Department does not
require the parents and guardians of children to disclose this information on the
child care application as per the previous audit recommendation.

e From discussions with employees of the CCR&R, auditors noted certified
providers and care centers maintain records pertaining to the hours a child is in
care. However, private providers caring for children in their home do not
maintain records of the hours of care provided as the Department does not have a
policy in place requiring private providers to retain that documentation.

Failure to follow established Department policy has led to overpayments being made to
providers. (Finding Code No. 11-7, 09-8)

RECOMMENDATION:

We recommend the Department strengthen its internal controls over the payment of child
care funds for school aged children. Specifically, the Department should:

e Ask parents and guardians to disclose whether school age children attending private
or parochial schools for care are attending classes with the provider.

o Verify for providers receiving full-time reimbursement that the hours in care do not
include the school day.

e Ensure that providers, including private providers, keep appropriate documentation to
show the hours in care.

e Implement controls to monitor actual hours provided when multiple child care
providers are utilized.

DEPARTMENT RESPONSE:
Agree. The Bureau of Child Care Development agreed that internal controls need to be

strengthened regarding payment of child care funds for school aged children. The Bureau
has already implemented the three recommendations listed.

36



11-8 FINDING: (Contract overpayments to vendor not resolved in a timely manner)

The Department of Human Services’ (Department’s) Division of Mental Health has been
in the process of converting from grant based payments to fee-for-service payments to
providers of mental health services with the aid of an Administrative Service
Organization (ASO). During testing, auditors noted overpayments to the ASO were not
resolved in a timely manner.

The contracts with the ASO stated final contract payments would be made to the ASO no
sooner than 30 days following the end of each fiscal year’s contract. This contract
provision was to allow time for the Department to determine if performance measures
were met and if any amounts should be withheld from the final payments. Final payments
for fiscal year 2008, 2009, and 2010 were processed in the Department’s Consolidated
Accounting and Reporting System (CARS) on June 9, 2008, July 2, 2009, and June 22,
2010 respectively, prior to final review of performance measurements and overpayments.
The Department subsequently noted it overpaid the ASO $1,785,185 for fiscal year 2008.
The Department notified the ASO of the overpayment on September 25, 2008 and that
the overpayment would be applied toward fiscal year 2009 contract payments. However,
only part of the overpayment was recovered in 2009 and 2010. Efforts were made in
fiscal year 2011 to recoup the overpayments; however, since the ASO did not incur actual
costs equivalent to the original contract amount plus change orders, an overpayment
remains.

Based on an analysis of over/under payments and contract adjustments over the previous
four fiscal years, the ASO has received net overpayments from the Department totaling
$1,366,259 as of June 30, 2011. As a result, the ASO remains prepaid for services.

As noted in a finding in the previous compliance report, the Department made errors
when deducting performance penalty amounts from subsequent year payments. Auditors
noted the Department made additional errors when calculating amounts such as the
reduction in the fiscal year 2011 contract. Continued overpayments to the ASO, along
with the failure to recoup overpayments and performance penalty amounts against
subsequent year’s costs indicates a lack of contract monitoring. Failure to properly
monitor the contract with the ASO could hinder the Department’s efforts in transitioning
to a fee-for-service system which could delay the Department’s ability to provide
improved mental health services and maximize federal funds earned.

Department officials stated the failure to properly monitor the ASO contract was due to
the lack of trained personnel.

The previous finding noted numerous other weaknesses over implementing the fee-for-
service conversion. Most of these weaknesses regarded the timely completion of the
conversion, and agreements with the University of Illinois (U of I) to hire retired
Department personnel. The fee-for-service conversion is basically complete and contracts
with the U of I have ended, so these portions of the previous finding are not repeated.
(Finding Code No. 11-8, 09-9)
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RECOMMENDATION:

We recommend the Department strengthen their controls and review all contract
expenditure reports and performance measures to ensure all payments are in accordance
with the contact and any overpayments have been properly offset or recouped.

DEPARTMENT RESPONSE:

Agree. The Department will strengthen its controls and review all contract expenditure
reports and performance measures to ensure all payments are made in accordance with
the contract and recoup any overpayments.
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11-9 FINDING: (Preferential payments to provider not adequately supported in a timely
manner)

The Department of Human Services (Department) made preferential payments to a
mental health provider (provider) which the provider could not support in a timely
manner. Such payments included advances, a $1.2 million safety-net payment, and
catch-up payments.

These special payments relate to the provider’s contract involving Medicaid
Reimbursable costs (MRO). The MRO contract with the provider for fiscal year 2009
was $6.7 million. Under the old reimbursement system, this amount would have been
paid out in equal monthly payments and reconciled with approved billings at the end of
the fiscal year. However, during fiscal year 2009, the Department converted the MRO
program to fee-for-service which would pay the provider based on their approved
billings. Consequently, the provider’s monthly payments dropped significantly at the
start of fiscal year 2009 from $562,572 to $329,544 per month. The provider informed
the Department they were experiencing financial difficulties. In September of 2008, the
Director of Mental Health approved issuance of $692,573 in ‘catch-up’ payments and
advanced to the provider their $562,572 June 2009 payment. After the Director’s
involvement, the provider received regular monthly payments as though they operated
under the old reimbursement system instead of the fee-for-service system. By May 6,
2009, the provider had received 100% of their contracted MRO amount.

In May 2009, the provider requested additional funding due to financial hardship. Their
independent audit report later revealed a liability for $1 million in back payroll taxes,
penalties and interest. The Department agreed to give the provider additional funds and
issued them a $1.2 million safety net payment on June 10, 2009 through a contract
amendment. A safety net payment as set forth in the executed contract between the
Department and the provider is an expenditure to the provider in order to sustain
consumer access levels.

When the provider submitted its grant report with its fiscal year 2009 financial reporting
package in December of 2009, it failed to include expenditures for 9 programs, including
those related to the safety net funding. After months of correspondence from the
Department, the provider submitted a revised grant report on June 21, 2011,
approximately 18 months after the original report was submitted. The provider’s revised
grant report included expenditures for all the previous missing programs. The
expenditures related to the safety net funding were lumped together with other special
projects rather than accounted for separately. The revised grant report noted unspent
funds totaling $192,750 of which $50,980 related to special projects. On August 31,
2011, an Administrative Law Judge ordered the repayment of these unspent grant funds
over a four month period ending November 30, 2011. As of January 31, 2012, only
$£50,000 had been recovered. An overall weakness by the Department to recover unspent
funds is also addressed in finding 11-18. As a result, the provider did not account for
safety net payments of $1.2 million received in July 2009 for more than two years.

Department officials stated the unintentional lack of oversight and staffing changes
contributed to discrepancies noted.
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The Department converted to a fee-for-service reimbursement process to encourage
productivity, efficiency, and accountability and to improve mental health services and
maximize federal funds received. In this instance, the process failed as preferential
payments had to be made to this provider and the provider lacked timely accountability
for funds spent, potentially wasting state resources and jeopardizing services to
recipients. (Finding Code No. 11-9)

RECOMMENDATION:

We recommend the Department make payments to providers in accordance with contract
terms and Department policies and procedures. The Department should also hold
providers accountable when they fail to submit complete financial information.

DEPARTMENT RESPONSE:
Agree. The Department will strengthen its controls to ensure payments are made to
providers in accordance with contract terms and Department policies and procedures. The

Department will also enhance its process to hold providers accountable when they fail to
submit complete financial information.
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11-10 FINDING: (Inadequate compliance with procedures for disposal of confidential
information)

The Department of Human Services (Department) has not ensured its compliance with
procedures for disposal of documents containing confidential and sensitive information.

The Department regularly collects and maintains various types of documents, including
confidential and personal identifiable information, necessary for fulfilling its mission.
Although the Department has established several administrative directives regarding the
disposal of confidential information, procedures for properly disposing of confidential
information were not always being followed by Department employees.

During walkthroughs at the Department’s Central Office, auditors found unlocked shred
bins in open areas that were clearly marked as shred. Auditors also found multiple boxes
of documents that contained confidential information in the Fiscal Operations area.

Several documents containing confidential information were found in trash or recycle
bins while performing testing at certain Department facilities. Additionally, some
facilities were not maintaining confidential information in secured areas. For example:

o At the Clyde L. Choate Mental Health and Developmental Center, several examples
of personal information (patient names, dates of birth, patient ID numbers) were
found in waste baskets at the Center and in trash bags in the Center’s dumpster.

o At the Elgin Mental Health Center, confidential patient records in the North Wing of
the Wines Building were not adequately secured from access by unauthorized
individuals.

e At the William W. Fox Developmental Center, documents containing a patient’s
name, medical condition, and treatment schedule were found in a waste basket.

e At the Ann M. Kiley Developmental Center, numerous examples of personal
information were found within unsecured recycle bins.

e At the Jack Mabley Developmental Center, several documents showing Medicare
vendor billing statements, which included individual’s names, account numbers, and
summaries of medications provided were found in a plastic storage container kept in
the employee lounge area.

e At the Rushville Treatment and Detention Facility, the auditors noted that the records
room, which contains criminal and personal records of current and past residents, was
not locked or staffed by any employees from 5pm — 7pm nightly. Furthermore, the
Facility did not maintain a listing of employees and their level of authorization to
resident file information.
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Confidential, sensitive and personal identifiable (including personal health information)
information collected and maintained by the Department should be adequately secured at
all times. As such, it is the Department’s responsibility to ensure adequate procedures for
safeguarding all confidential information have been established, effectively
communicated to all personnel, and continually enforced. Inherent within this
responsibility is the requirement of adequate disposition of all confidential information
that is no longer needed.

Department personnel stated the lack of employee oversight contributed to
noncompliance with Department policy.

Failure by the Department to enforce compliance with its procedures to protect and
timely dispose of confidential information can lead to such information being
compromised. (Finding Code No. 11-10, 09-12, 07-9, 05-25)

RECOMMENDATION:

The Department should ensure confidential information is adequately protected. The
Department should effectively communicate and enforce its procedures for safeguarding,
retention, and subsequent disposal of all confidential information to all Department
personnel, including facilities.

DEPARTMENT RESPONSE:

Agree. The Department will ensure confidential information is adequately protected and
that procedures for safeguarding, retention and subsequent disposal of all confidential
information should be effectively communicated to all Department personnel, including
facilities.
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11-11 FINDING: (Weaknesses in contract administration)

The Department of Human Services (Department) failed to ensure proper controls were
established in the administration of its contracts during the examination period.

During testing of 60 contractual agreements, the following weaknesses were identified in
contract administration:

e 2 0f 60 (3%) contract agreements totaling $171,700 did not include the State Board of
Elections Certification. Illinois Office of the Comptroller Statewide Accounting
Management System (SAMS) procedure 15.20.30 regarding professional or artistic
contracts and procedure 15.20.50 regarding other contract liabilities require these
contracts include the State Board of Elections Certification.

e 2 0f 60 (3%) contractual agreements were executed before the Contract/Agreement
Approval Form (CAAF) was fully signed. The Department entered into contracts 3 to
55 days before the CAAF was fully signed. Department Administrative Directive
01.07.01.010 requires a CAAF be correctly completed, fully signed, and submitted
before the Office of Contract Administration (OCA) processes the contract.

e 1 0f 60 (1%) contract agreements totaling $2,918,520 failed to list the addresses of
the subcontractors. The Illinois Procurement Code (30 ILCS 500/20-120(a)) states,
“The contract shall include the names and addresses of all known subcontractors with
subcontracts with an annual value of more than $25,000 and the expected amount of
money each will receive under the contract.”

e 10f60 (1%) contract agreements totaling $30,000 failed to include the Illinois Use
Tax Certification. Illinois Office of the Comptroller Statewide Accounting
Management System (SAMS) procedure 15.20.30 regarding professional or artistic
contracts and procedure 15.20.50 regarding other contract liabilities require these
contracts include the Illinois Use Tax Certification.

e 5 0f 60 (8%) administrative contracts totaling $606,693 were not filed timely with the
Comptroller’s Office. The Department filed contracts with the Comptroller’s Office
43 to 346 days after the execution of the contract. Illinois Office of the Comptroller
Statewide Accounting Management System (SAMS) procedure 15.20.30 regarding
professional or artistic contracts and procedure 15.20.50 regarding other contract
liabilities require these contracts be filed with the Comptroller within 15 calendar
days after execution.

e 6 0f 60 (10%) contractual agreements contained multiple CAAF forms to illustrate
approvals. Department policy requires a Contract/Agreement Approval Form
(CAATF) be completed for each contract or any amendment which increases the dollar
amount contracted. Department Administrative Directive 01.07.01.010 requires all
necessary signatures and initials be originals and on the same page of the CAAF.
Department personnel stated the final approval process is performed at weekly
roundtable group meetings where the CAAF is to be signed. They indicated it has
become increasingly difficult to get all of the people required to sign the CAAF at the
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meetings at the same time. The roundtable meetings have transitioned to
teleconferences and CAAF forms are signed and faxed in at various times.
Consequently, more than one copy of the CAAF appears in some contract files.

Department officials stated the contracts did not include the required components and
were not filed in a timely manner due to the number of contracts processed by the
Department and the time it requires to process and approve contracts after receipt.

Failure to properly administer and monitor contractual agreements to ensure compliance
with all applicable statutes, procedures, and Administrative Directives could potentially
compromise public accountability and oversight. In addition, a lack of monitoring
increases the risk of paying for services which are not provided and can lead to goods or
services being provided that fail to meet the criteria outlined in the contractual
agreements. (Finding Code No. 11-11, 09-13)

RECOMMENDATION:

We recommend the Department:

Follow procedures to include all State Board of Elections Certifications;
Follow procedures to ensure all contracts have the required components;
Follow procedures to include all Illinois Use Tax Certifications;

Follow procedures to file all contracts with the Office of the Comptroller in a timely
manner; and,

Strengthen the CAAF approval process to ensure all required signatures are obtained
in a timely manner on the original CAAF, or consider amending the Administrative
Directive to take into consideration the use of teleconferencing.

DEPARTMENT RESPONSE:

Agree. The Department will ensure that proper controls are established in the
administration of its contracts.
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11-12 FINDING: (Internal control weaknesses in the Home Services Program)

During testing, numerous internal control weaknesses were identified in the Department
of Human Services’ (Department) Home Services Program (HSP) managed by the
Department’s Division of Rehabilitation Services (DRS). These weaknesses were first
noted in a review of the HSP that Department management had performed in fiscal year
2005.

The Home Services Program allows individuals with disabilities (customers) who are at
risk of placement in a nursing home to remain in their homes. According to the
Department, this is accomplished through use of a variety of services, the most prevalent
of which is the use of individual caregivers known as personal assistants. During fiscal
years 2010 and 2011, the Home Services Program maintained 41 offices and, over the
course of those two years, on behalf of the customers, paid 40,934 personal assistants at a
cost of $383,286,341 and paid 40,787 personal assistants at a cost of $412,200,102,
respectively. Personal assistants are hired, supervised, and fired by the customer. The
customer may hire a relative or other acquaintance as a personal assistant. Because the
customer approves timesheets, and Department reviews are not adequate, personal
assistants may be paid for excessive hours. The HSP also has a fraud division that was
established to identify and address fraudulent activities in this area.

The auditors noted through testing and discussions with HSP and fraud division
personnel that the following weaknesses were still prevalent during the current
engagement period:

e The Home Services Program relies on the customer under an “honor system” to guard
against abuse and to ensure compliance. The customer is responsible for approving
and signing their personal assistant’s timesheet. The supervisor reviews a sample of
the case files, but not all timesheets are reviewed.

e There were inconsistencies throughout the local offices in the supervisor’s monitoring
of the counselors’ activities. Several supervisors utilize GroupWise calendars,
scheduling boards, and frequent interaction with the counselors to ensure they are
performing their job duties.

e There was insufficient monitoring of case files to ensure program objectives were
being met. There is only one supervisor at each of the 41 local offices to monitor
Home Services Program activities. On average, each supervisor was responsible for
approximately 890 case files during fiscal years 2010 and 2011. During the previous
audit report period, management indicated the statewide average responsibility per
supervisor was approximately 680 case files. On average, local offices typically have
three to four districts with one counselor per district. HSP management stated
statewide average caseload per counselor is approximately 222 cases.

e During testing at four local offices, auditors noted there were many cases that did not
contain a timely redetermination of need. The customer receiving services is to be
visited by the Case Counselor once annually and the counselor is to perform a
redetermination at this meeting. Of the 40 files tested, auditors noted 17 (43%) did
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not contain a timely redetermination. While performing testing at one local office, the
case manager informed auditors the counselors at that location often perform their
redeterminations over the phone. The Determination of Need (DON) manual states
the redetermination must be performed in the customer’s home, unless they are
currently in the hospital or nursing home.

¢ Auditors noted insufficient controls in the payroll system used for processing
personal assistants’ payroll. These weaknesses are addressed in finding 11-15.

Department officials stated the discrepancies noted were due to lack of oversight and
continuing staff shortages.

In response to the previous finding, the Department made efforts to decrease the average
caseload per counselor. They were successful in decreasing the overall average caseload
per counselor from 610 to 222 in the current year. However, many local offices continue
to have caseloads of 300-400 per counselor.

Adequate review, monitoring and staffing are important to provide internal controls over
the Home Services Program due to the size and decentralization of the program. (Finding
Code No.11-12, 09-15, 07-7, 05-4)

RECOMMENDATION:

We recommend the Department implement procedures to strengthen internal controls
over the Home Services Program as follows:

e Implement controls to monitor and ensure accuracy in the timekeeping process for
personal assistants.

¢ Continue to show improvement in its caseload per counselor through the allocation of
resources or alternative controls.

DEPARTMENT RESPONSE:

Agree. The Department will implement additional controls regarding timekeeping
accuracy and reducing the caseload per counselor.
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11-13 FINDING: (Inadequate oversight of union contracts)

The Department of Human Services (Department) did not adequately monitor its two
contracts with the union which provides health insurance for personal assistants and
home day care providers.

One agreement requires the State to pay $62 million over the course of 4 years to provide
healthcare benefits to eligible personal assistants who work for customers receiving
services in the Department’s Division of Rehabilitation Services Home Services
Program. The following problems were noted during testing of this agreement:

¢ Under the terms of the agreement, the provider was required to submit an independent
audit report of its insurance fund by August 15 of each fiscal year. In fiscal years
2010 and 2011, the Department received the audit reports 43 and 119 days late,
respectively. The Department did not seek recourse during the period of
noncompliance.

e Under the terms of the agreement, the provider was required to submit a copy of the
Fund’s annual financial report by March 15, 2011. The Department did not receive
this report until January 10, 2012, or 301 days late. The Department did not seek
recourse during the period of noncompliance.

The other agreement requires the State pay $82 million over the course of 3 years to
provide healthcare benefits to eligible home day care providers who participate in the
Department’s Bureau of Child Care and Development, Child Care Assistance Program.
The auditors noted the home day care provider renewal agreement omits requirements the
provider submit reports of financial accountability. The original contract required the
submission of an independent audit report with supplemental revenue and expense data to
enable the State to perform fiscal monitoring and to account for the usage of funds paid to
the union. The renewal agreement requires the provider submit only a report of how
many individuals are enrolled in the provider health care fund to receive benefits for the
upcoming quarter.

The renewal contract no longer requires the following submissions to the State:

An annual summary of the health insurance program;

The coverage options available to eligible participants;

The total dollar amount of benefits paid on behalf of the covered participants;
Administrative expenses and the amount held as reserves;

Amounts paid to designated benefit plan to manage the health insurance program;
Annual benefit plan financial report required to be filed (Federal Form 5500).

Department officials stated the failure to adequately monitor the contracts was due to a
lack of oversight.

Failure to require these submissions diminishes the Department’s ability to monitor the
use of State funds and the performance of the providers’ health care fund.
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The Fiscal Control and Internal Auditing Act (Act) (30 ILCS 10/3001) notes State
agencies shall establish and maintain a system of internal fiscal and administrative
controls, which shall provide assurance that revenues, expenditures, and transfers of
assets, resources, or funds applicable to operations are properly recorded and accounted
for to permit the preparation of accounts and reliable financial and statistical reports and
to maintain accountability over the State’s resources. (Finding Code No. 11-13)

RECOMMENDATION:

We recommend the Department strengthen its oversight function related to the union
agreements and maintain accountability when they fail to submit required reports on a
timely basis.

DEPARTMENT RESPONSE:

Agree. The Department will strengthen its oversight function related to the union
agreements and maintain accountability when they fail to submit required reports on a
timely basis.
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11-14 FINDING: (Lack of controls over monitoring unemployment insurance
benefits paid under the Home Services Program)

The Department of Human Services' (Department) Home Services Program (Program)
did not have adequate controls over monitoring unemployment insurance benefits paid by
the Illinois Department of Employment Security (IDES) to Personal Assistants (PA)
employed by customers of the Program.

The Program assists individuals with severe disabilities who need assistance with daily
living activities in their homes. One of the services provided by the Program is Personal
Assistant Services. PA’s provide assistance with household tasks, personal care and,
with permission of a physician, certain health care procedures. PA’s are selected,
employed and supervised by the customer. However, the Department makes payments
directly to the PA’s. Therefore, IDES forwards claims for unemployment insurance
benefits from PA’s on Form BIS-032, Notice of Claim to: Chargeable Employer or Other
Interested Party, to the Department for review prior to payment by IDES.

The Illinois Unemployment Insurance Act (Act) (820 ILCS 405/1404B) requires IDES to
send the Department a report, BEN-118R, which is a quarterly statement of benefits paid
to claimants and charged to the Department. The report lists the name of each claimant,
the amount paid during the quarter, and the weeks to which the benefits applied. The
Department is required by the Act to review the report and protest questionable charges
within 20 days after IDES mails the report.

Auditors tested a sample of 25 unemployment claimants of the Program during the audit
period and noted the following weaknesses:

e Fourteen of 25 (56%) claims, for which benefits were paid, did not have the required
benefit claim documentation on file at the Department.

e One of 25 (4%) claims was not protested by the Department although they were
aware the claimant was still working as a PA at the time of the claim.

Department personnel are responsible for reviewing the BEN-118R quarterly reports to
ensure all claimants reported on the report were entitled to unemployment benefits paid
by IDES on behalf of the Department.

Department officials stated a large increase in the work needed by Agency staff to
monitor this issue, both from a rise in the number of claims and the requirement to
complete work formerly performed by another agency, created a situation where the
workload was impossible for the current staffing to manage.

In response to this previous finding, Department officials stated they were reallocating
resources and responsibility to ensure this function is adequately staffed and were
formalizing the procedures to ensure adequate controls over monitoring unemployment
insurance benefit claims to PA’s. However, in the previous audit, auditors noted two of
25 (8%) claims tested did not have the required benefit claim documentation on file. This
increased to 14 of 25 (56%) claims tested during the current audit.
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Failure to adequately review the BEN-118R report prevents the collection of
overpayments to claimants who were not entitled to the benefits. (Finding Code No. 11-
14, 09-16)

RECOMMENDATION:

We recommend the Department strengthen controls over monitoring unemployment
insurance benefits claims to PA’s. The controls should ensure timely review and
completion of the BIS-032 forms and the BEN-118R reports and maintenance of
adequate supporting files for each claimant.

DEPARTMENT RESPONSE:

Agree. The Department will work to strengthen its controls over monitoring of
unemployment insurance benefits for PAs.
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11-15 FINDING: (Weaknesses in processing Personal Assistants (PA) payments)

The Department of Human Services (Department) did not ensure adequate internal
controls existed for processing its Rehabilitation Services’ Personal Assistants (PA)
timesheets within the STARS payroll system. Specifically, auditors noted the following:

e Although procedures existed for entering the PA timesheets into the system,
auditors found no formal Department-wide procedures for reviewing the accuracy
of timesheets prior to entry into the system existed. Department staff stated each
field office used its own review process. However, during testing at four field
offices auditors found no formal procedures existed.

e No supervisory approval was required for overriding system warnings associated
with service plan overages or more than one timesheet per pay period. Auditors
found no record these overrides were maintained or reviewed.

e No reconciliation was performed of the PA warrants to the timesheets. Auditors
found no formal procedures existed to ensure a Personal Assistant was not paid
more than permitted.

During testing of a sample of 50 PA timesheets to payroll, auditors identified the
following exceptions:

e In 1 of 50 (2%) files tested, it was noted the hours péid to a personal assistant
varied from the hours recorded on the timesheet. This resulted in an overpayment
of $728.

e In 13 of 50 (26%) files tested, auditors noted personal assistant timesheets lacked
Department approval prior to payment. Of those, 12 occurred in the Galesburg
office.

e In1 of 50 (2%) files tested, the Department could not provide timesheets for the
personal assistant. Therefore, auditors were unable to test whether the file
complied with the Department’s policies and procedures.

Generally accepted information technology guidance requires systems have adequate
written policies and procedures and input, processing, and output controls. IT general
and application controls are necessary to preserve the integrity of the system, to provide
reliance on the results produced by the system, and to ensure the processing of
transactions are performed in accordance with laws and regulations and with
management's design and intent.

Department officials stated the growth of the program to its current level, coupled with

staff changes have left controls, which were designed for the program when it was much
smaller, to be less adequate at its current size.
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Failure to establish adequate internal controls over processing payroll, including
reconciliation procedures, could result in the Department incorrectly processing payments
to PAs. (Finding Code No. 11-15)

RECOMMENDATION:

We recommend the Department:

e Establish formal Department-wide procedures for processing the PA payroll,
including procedures for reviewing the accuracy of timesheets prior to entry into
the system. Procedures should address monitoring of the payroll process to
ensure timesheets are completed properly and a PA is not paid more than
permitted.

e Require supervisory approval to override system warnings associated with service
plan overages or more than one timesheet per pay period. A record of these
override approvals should be maintained and reviewed.

e Perform a reconciliation of PA timesheets to the payroll warrants.

DEPARTMENT RESPONSE:

Agree. The Department will work to create a formal procedure regarding the validation
and entry of PA timesheets.
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11-16 FINDING: (Failure to comply with Medicare and Medicaid certification
requirements)

One of the Department of Human Services’ (Department’s) facilities, Tinley Park Mental
Health Center (Tinley), continued to remain decertified during fiscal year 2011 due to
failure to comply with requirements to be certified as an eligible Medicare or Medicaid
service provider.

The certification of State operated centers is administered by different organizations
depending on their type. Mental health centers must comply with requirements reviewed
by the Centers for Medicare and Medicaid Services (CMMS). The certification
requirements are numerous and complex.

Tinley, which was decertified on February 23, 2007, had applied for its recertification
with the CMMS. A three day certification survey was completed on September 16, 2009.
On October 21, 2009 CMMS issued their report ruling that Tinley remained out of
compliance with “Special Conditions of Participation” and that the facility remain
decertified. The Department disagreed with the CMMS report and filed an appeal on
December 16, 2009 which was denied. A request for a hearing was submitted to the
CMMS administrative law judges which was also denied. As a result, the Department
must initiate a new application for CMMS certification.

Department personnel stated a new application had been prepared to begin the
certification process. Before the application process was complete, it was announced
Tinley would close with a tentative closure date of July 2012. After the closure was
announced, the Department did not move forward with the application for certification.

As of June 30, 2011, Tinley did not maintain housing for any Medicare/Medicaid
patients. Therefore, the Department stated there was no revenue lost as a result of the
decertification during fiscal year 2011. Due to the decertification at Tinley, a screening
process was implemented at John J. Madden Mental Health Center to identify patients
with Medicaid or Medicare eligibility. These patients were sent to State hospitals with
CMMS certification, increasing the burden to provide care at those locations. This
finding has been reported four other times.

Because of the Department’s failure to comply with Medicare and Medicaid certification
requirements, this is considered to be noncompliance with certain provisions of laws and
regulations.

The Department was not aware of any other facilities with certification issues as of
March 30, 2012. (Finding Code No. 11-16, 10-5, 09-5, 08-6, 07-6)
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RECOMMENDATION:

We recommend the Department comply with laws and provisions regarding Medicare
and Medicaid certification if it is determined to keep Tinley Park Mental Health Center
open.

DEPARTMENT RESPONSE:

Agree. The Facility will not pursue re-certification due to scheduled closure on 7/3/12.
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11-17 FINDING: (Noncompliance with statutory requirements)

The Department of Human Services (Department) facilities did not comply with various
statutory requirements. During testing, auditors noted the following:

At 3 of 21 (14%) facilities, auditors noted instances in which employees did not
receive annual training in the safe and humane application of restraints to prevent a
recipient from causing physical harm to himself or others. The Mental Health and
Developmental Disabilities Code (405 ILCS 5/2-108(g)) states, “Every facility that
employs restraint shall provide training in the safe and humane application of each
type of restraint employed...Each facility in which restraint is used shall maintain
records detailing which employees have been trained and are authorized to apply
restraint, the date of the training and the type of restraint that the employee was
trained to use.”

Facility personnel stated the failure to ensure personnel received required training
was due to oversight. Facility personnel also stated the inability to resolve scheduling
conflicts contributed to the noted deficiencies. Personnel at another facility stated the
training deficiency is caused by a lack of staffing since the facility is required to
maintain a certain level of staff on the units at all times.

At Ann M. Kiley Developmental Center, auditors noted the following:

o In 25 of 25 (100%) restraint applications tested, the facility director did not
review the restraint orders and inquire the reasons for the use of restraint. The
Mental Health and Developmental Disabilities Code (Code) (405 ILCS 5/2-
108(d)) states, “The facility director shall review all restraint orders daily and
shall inquire into the reasons for the orders for restraint by any person who
routinely orders them.”

o In 3 of 25 (12%) restraint applications tested, the application was not
submitted in writing to the facility director, or designee, within 24 hours of
application. The Mental Health and Developmental Disabilities Code (405
ILCS 5/2-108(d)) states, “The person who orders restraint shall inform the
facility director or his designee in writing of the use of restraint within 24
hours.”

Facility personnel stated the Department’s policy 02.03.03.010 allows the
facility director to designate a designee to perform the facility director’s
statutorily mandated duties. Facility personnel stated the facility director did
review restraint orders on a daily basis although the assistant facility director
completed the review documentation. Auditors noted the Code does not state
the facility director may subordinate these duties.

o The facility did not properly prepare the Notice Regarding Restriction of
Rights of an Individual (Form IL 462-2004D). Auditors noted 12 of 25 (48%)
notices sent from the facility to the resident’s guardian were not accurate with
regards to the time the individual was initially restrained. The Code (405
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ILCS 5/2-201(a)) requires notification regarding the use of restraint be
promptly delivered to the resident’s guardian. Good internal controls would
require the notification agree with the facility’s records regarding the time of
the initial application of restraint.

At 3 of 21 (14%) facilities, auditors noted the facilities either submitted late or
submitted incomplete resident death notifications to the Department of Public Health.
The Mental Health and Developmental Disabilities Code (405 ILCS 5/5-100) states,
“Written notice of the death of a recipient of services which occurs at a mental health
or developmental disabilities facility... shall within 10 days of the death of the
recipient be mailed to the Department of Public Health.”

Facility personnel stated human error contributed to the noted deficiencies.

At 4 of 21 (19%) facilities, auditors noted weaknesses in the documentation of a
resident’s evaluation.

o Chester Mental Health Center did not maintain Monthly Review Certification
Forms (CMHC-204) for a MI/MR resident.

o At Andrew McFarland Mental Health Center, auditors noted 3 of 12 (25%)
files tested at the Center did not have properly completed a
Habilitation/Service Determination Form.

o At H. Douglas Singer Mental Health Center, auditors noted 4 of 5 (80%)
residents tested did not have an evaluation by a qualified mental retardation
professional within 14 days of admission.

o At Elgin Mental Health Center, auditors noted the Center did not evaluate
residents with a reasonably suspected case of mental retardation within 24
hours of admission. Auditors also noted the facility director at the Center did
not prepare the appropriate written certifications within 30 days of the 24 hour
evaluation and every 30 days thereafter to the resident, resident’s attorney,
resident’s guardian, the Secretary of Human Services, and the resident’s file.

The Mental Health and Disabilities Code (405 ILCS 5/4-201(b)) states, “Any person
admitted to a Department mental health facility who is reasonably suspected of being
mildly or moderately intellectually disabled, including those who also have a mental
illness, shall be evaluated by a multidisciplinary team...The evaluation...shall
include: (1) a written assessment of whether the person needs a habilitation plan and,
if so, (2) a written habilitation plan consistent with Section 4-309, and (3) a written
determination whether the admitting facility is capable of providing the specified
habilitation services. This evaluation shall occur within a reasonable period of time,
but in no case shall that period exceed 14 days after admission.”

Facility management stated the monthly reviews were completed as required, but the
forms could not be located. Management at another facility stated the failure to
properly complete the forms was due to oversight. Management at another facility
stated the lack of evaluations was due to a misinterpretation of the Code, or more
specifically, which conditions constituted mental retardation.
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At the Clyde L. Choate Mental Health and Developmental Center, auditors noted the
Center does not consistently and expressly document the results of its pre-discharge
assessments for the subsistent needs for residents. The following weaknesses were
noted:

o 4 of 5 (80%) recipient files tested did not specifically address all of the
elements specified in the Mental Health and Developmental Disabilities Act
(Act) in the pre-discharge notes.

o 5o0f 5 (100%) recipient files tested did not include documentation the Social
Security Administration had been notified of the recipient’s discharge and
new address. Additionally, the recipient files in these cases did not include a
copy of communication between the Center and Medicaid to notify Medicaid
of the recipient’s discharge.

o 5 of 5 (100%) recipient files tested did not contain any documentation of
conclusions made by the Center’s chief administrative officer or any resultant
actions taken as a result of the pre-discharge assessments.

The Act (20 ILCS 1705/15(d)) states, “Before any person is released from a facility
operated or licensed by the Department, the chief administrative officer of the facility
shall assess such person's need for subsistence benefits and services including food,
shelter, clothing and medical care. If a determination is made that a person will be
unable to meet such subsistence needs after discharge, the chief administrative officer
shall arrange for filing applications under appropriate benefit programs, unless the
person expressly declines. The determination of the chief administrative officer and
resultant action shall be recorded in the facility record.”

Management at the Center stated these problems were caused by staffing shortages,
which led to oversights in this area. The information is often contained within the
files of the Resource Unit, but retrieving this data is difficult because the Unit has lost
half of its staffing in the past year.

At Tinley Park Mental Health Center, auditors noted 17 of 25 (68%) of resident files
tested did not contain evidence the facility notified a designated person of the
resident’s admission. Fourteen of those files did not contain a Notice of Admission
form, while the other three did not list the name of the person contacted or the means
by which they were notified. The Illinois Mental Health and Disabilities Code (405
ILCS 5/2-113(a)) states, “Upon admission, the facility shall inquire of the recipient if a
spouse, family member, friend or an agency is to be notified of his admission to the
facility. If the recipient consents to release of information concerning his admission,
the facility shall immediately attempt to make phone contact with at least two
designated persons or agencies or by mail within 24 hours.”

Center management stated the facility has been training staff on the proper
completion of resident files for over a year; however, some staff members have
struggled to ensure proper completion of all aspects of resident files. As a result, the
facility has begun to perform internal self reviews in this area.
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e At Rushville Treatment and Detention Facility, auditors noted the facility has not
formally documented a policy on charging residents for services and a corresponding
rate structure. Under the existing conditions, a resident may have access to assets to
pay for services the facility provides, but the resident would not be required to pay
without a documented policy in place. As of January 14, 2012 the facility had 478
residents. The facility’s expenditures for fiscal year 2011 and 2010 were $24,160,300
and $24,435,700 and respectively. The Sexually Violent Persons Commitment Act
(725 ILCS 207/90) states “Each person committed or detained under this Act who
receives services provided directly or funded by the Department and the estate of the
person is liable for the payment of sums representing charges for services to the
person at a rate to be determined by the Department.”

e At 3 of21 (14%) facilities tested, auditors noted facilities were not maintaining
adequate records of the female residents’ menstrual record. Additionally, 2 of 21
(10%) facilities tested, the facilities did not maintain adequate documentation
regarding the consent or denial of the recipient to a pregnancy test. The Mental
Health and Developmental Disabilities Act (20 ILCS 1705/10.1) states, “Every
woman of child-bearing age who is admitted to a facility under the jurisdiction of the
Department shall, with her consent or the consent of her guardian, be tested for
pregnancy upon admission and thereafter as indicated. For a recipient who is admitted
to and remains in a facility for more than 60 days a record of each such recipient's
menstrual cycles shall be maintained.”

e At Andrew McFarland Mental Health Center, auditors noted 4 of 25 (16%) notices of
restricted communication reviewed did not indicate whether the recipient wished
anyone to be notified of the restricted communication. The Mental Health and
Disabilities Code (405 ILCS 5/2-103(c)) states, “Unimpeded, private and uncensored
communication by mail, telephone, and visitation may be reasonably restricted by the
facility director only in order to protect the recipient or others from harm, harassment
or intimidation, provided that notice of such restriction shall be given to all recipients
upon admission. When communications are restricted, the facility shall advise the
recipient that he has the right to require the facility to notify the affected parties of the
restriction.”

Center management stated the majority of the instances occurred prior to the updated
form being implemented which has increased compliance with the requirement to
almost 100%.

o At Rushville Treatment and Detention Facility, auditors noted 4 of 25 (16%) Medical
Condition Reports tested were not completed within 30 days of their examination date.
The reports ranged from 2 to 30 days late. The Sexually Violent Persons Commitment
Act (725 ILCS 207/55(b)) states, “Any examiner conducting an examination under this
Section shall prepare a written report of the examination no later than 30 days after the
date of the examination.”

Facility personnel stated reports were not completed in a timely manner due to staffing
shortages.
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At Rushville Treatment and Detention Facility, auditors noted the facility did not notify
4 of 4 (100%) victims of residents being released at least 60 days prior to the resident’s
release. The victims were notified 50 to 211 days late. The Sexually Violent Persons
Commitment Act (Act) (725 ILCS 207/75) states, “The Department shall send the
notice, postmarked at least 60 days before the date the person committed under this Act
is placed on conditional release, discharged, or if a detainee or civilly committed
sexually violent person escapes, dies, or is subject to any court-ordered change in the
custody status of the detainee or sexually violent person.”

At Clyde L. Choate Mental Health and Developmental Center, auditors noted 2 of 5
(40%) residents tested did not have a comprehensive social investigation performed
within 72 hours of admittance. The investigations were performed 1 and 2 days late.
The Mental Health and Developmental Disabilities Code (405 ILCS 5/3-205.5) states,
“When any person is first presented for admission to a mental health facility under
Chapter III of this Code, within 72 hours thereafter, excluding Saturdays, Sundays, and
holidays, the facility shall provide or arrange for a comprehensive physical examination,
mental examination, and social investigation of that person.”

At Clyde L. Choate Mental Health and Developmental Center, 2 of 5 (40%) resident
treatment plans tested were not updated every 30 days. The plans were updated 5 and 6
days late. The Mental Health and Developmental Disabilities Code (Code) (405 ILCS
5/3-209) states, “Within three days of admission under this Chapter, a treatment plan
shall be prepared for each recipient of service and entered into his or her record... The
plan shall be reviewed and updated as the clinical condition warrants, but not less than
every 30 days.”

Facility management stated this oversight was due to staff shortages in the social work
and case management departments.

Failure to comply with State laws could adversely affect the care and treatment of
residents as well as impact the operations of the facilities. (Finding Code No. 11-17)

RECOMMENDATION:

We recommend the Department:

e Ensure all employees authorized to employ restraints receive the required annual
training;

e File notifications of death with the Department of Public Health in a timely
manner;

e Document the resident’s evaluation at the facilities by properly completing all
forms and recording all evaluations;

e Assess residents’ subsistence needs before releasing them from the facility;
Complete a Notice of Admissions Form for each new resident and notify the
designated person of the resident’s admission to the facility;

o Establish a rate structure for services provided at the Rushville Treatment and
Detention Facility;

e Maintain documentation of the female residents’ menstrual cycle and their
consent or denial to pregnancy tests;
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e Ask residents whether they would like anyone to be notified of their admittance;
o Ensure written reports on evaluations are prepared timely;
e Notify victims at least 60 days prior to the release of sexually violent residents;

and
e Perform a comprehensive social investigation within 72 hours of a resident’s
admittance.
DEPARTMENT RESPONSE:

Agree. The Department of Human Services facilities will enhance its process to comply
with various statutory requirements.
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11-18 FINDING: (Failure to reconcile grant expenditures and seek recovery of funds in a
timely manner)

The Department of Human Services’ (Department’s) Office of Contract Administration
(OCA) failed to reconcile grant funds and to seek recovery of unspent funds in & timely
manner.

At the end of each fiscal year, the Department is required to reconcile grants it issued to
contracted providers using the provisions of the Illinois Administrative Code on Grants
and Grant Funds Recovery, and the Illinois Grant Funds Recovery Act. For each
reconciliation, OCA compares eligible program expenditures against State grants issued
to fund the program. If the total grants issued exceed the total eligible program
expenditures, the Department is required to notify providers of their obligation to return
any funds not expended or legally obligated.

Auditors tested a sample of 120 providers that received State grants in either fiscal year
2009 or fiscal year 2010, and noted for 18 of 120 (15%) providers tested, OCA did not
seek timely recovery of funds totaling $4.1 million that were not expended or legally
obligated during the grant period. Auditors noted all of these providers had their audit
reports submitted to OCA during the Department’s current audit period, but OCA had yet
to seek recovery of lapse funds as of 16 months following year end, in violation of the
Illinois Grant Funds Recovery Act.

In 2 of 120 (2%) providers tested, auditors noted the Department had not begun the
reconciliation process for the provider’s grants. The provider had submitted their grant
report to OCA on a timely basis, but several months had elapsed since their submission
and OCA had not yet entered the expenditure data into the software that performs the
reconciliation. By not performing the reconciliation, the Department is unable to
determine if these are unspent funds and whether any grant recovery action should be
taken.

The Illinois Grant Funds Recovery Act (Act) (30 ILCS 705/5) states, “Any grant funds
not expended or legally obligated by the end of the grant agreement...must be returned to
the grantor agency with 45 days.” The Act (30 ILCS 705/6) also states, “Any grant funds
which have been misspent or are being improperly held are subject to recovery by the
grantor agency which made the grant.” Department Administrative Directive
01.07.01.020 “Grant Funds Recovery Process” outlines specific grantee reporting
processes and rights to informal and formal hearing notices.

Department officials stated the reconciliation and recovery of grant funds were not done
in a timely manner due to lack of staff in that area.

By failing to seek recovery of lapsed grant funds, the Department is not in compliance
with the Act and all applicable policies, procedures, and Administrative Directives. In
addition, failure to seek recovery of unspent funds undermines the entire reconciliation
process and prohibits the State from collecting grant overpayments on a timely basis.
(Finding Code No. 11-18)

61



RECOMMENDATION:

We recommend the Department review and revise, as necessary, its current system of
reconciling grant payments to program expenditures to improve the timeliness of its
reconciliations and to devote necessary personnel to these tasks. We also recommend the
Department establish specific deadlines in which OCA is required to notify providers to
return unspent funds.

DEPARTMENT RESPONSE:

Agree. The Department has initiated the process to add additional staff to allow timely
recovery of grant funds.

62



11-19 FINDING: (Failure to timely determine the disposition of unspent grant funds)

During testing of the Department of Human Services (Department) fiscal year 2011
annual Office of the Comptroller financial reporting (GAAP) forms for various funds, 13
concluded programs were identified with unspent grant funds of which the Department
had not determined the final disposition.

The GAAP Grant Contract Analysis Form (SCO-563) reports grant activity for each
federal program within the particular funds. Several programs were noted that had
concluded in previous years with balances in the deferred revenue and unearned deferred
revenue accounts that would indicate unspent balances due to grantor agencies.

Specific programs with unspent grant funds noted were as follows:

Fund 0347 — Employment and Training Fund

e The Policy Research and Evaluation Grants (CFDA No. 93.239) reported deferred
revenue totaling $360,000. The grant period ended in fiscal year 2002, with the last
receipt coming in June 2002.

e Social Services Research and Demonstration (CFDA No. 93.647) reported deferred
revenue totaling $142,000. The grant period ended in fiscal year 2005, with the last
receipt coming in July 2005.

Fund 0408 — DHS Special Purposes Trust Fund

e The Supportive Housing Program (CFDA No. 14.235) reported deferred revenue
totaling $47,000. The grant period ended in fiscal year 2002, with the last receipt
coming in August 2002.

¢ AmeriCorps (CFDA No. 94.006) reported deferred revenue totaling $79,000. The
grant period ended in fiscal year 2005, with the last receipt coming in February 2003.
This program is now run through Fund 0343 (Federal National Community Services).

Fund 0592 — DHS Federal Projects Fund

e The Rehabilitation Services — Service Projects (CFDA No. 84.128) reported deferred
revenue totaling $51,000. The grant period ended in fiscal year 2008, with the last
receipt coming in June 2008. This program is now run through Fund 0081
(Vocational Rehabilitation).

e The Ten State Performance Indicator Pilot Project Program (CFDA No. 93.119)
reported deferred revenue totaling $72,000. The grant period ended in fiscal year
2005, with the last receipt coming in May 2005.

e The Mental Health Research Grants (CFDA 93.242) reported deferred revenue

totaling $19,000. The grant period ended in fiscal year 2007, with the last receipt
coming in March 2008.
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e The Centers for Medicare and Medicaid Services (CMMS) Research,
Demonstrations, and Evaluations (CFDA No. 93.779) reported deferred revenue
totaling $28,000. The grant period ended in fiscal year 2007, with the last receipt
coming in October 2005.

e The Cooperative Agreements for State-Based Diabetes Control Program and
Evaluation of Surveillance Systems Program (CFDA No. 93.988) reported deferred
revenue totaling $153,000. The grant period began in fiscal year 1999 and is
currently still active, but had no activity during the audit period.

e The Block Grants for Community Mental Health Services (CFDA No. 93.958)
reported deferred revenue totaling $2,000. The grant period ended in fiscal year 2002
with the last receipt coming in fiscal year 2009.

e The Mental Health Disaster and Emergency Mental Health (CFDA No. 93.982)
reported deferred revenue totaling $3,000. The grant period ended in fiscal year 2006
with the last receipt in fiscal year 2009.

Fund 0872 — Maternal and Child Health Services Block Grant Fund

e The Abstinence Education Program (CFDA No. 93.235) program reported deferred
revenue totaling $1,033,000. The grant period ended in fiscal year 2004 with the last
receipt coming in fiscal year 2010.

Fund 0911 — Juvenile Justice Trust Fund

e The Enforcing Underage Drinking Laws Program (CFDA No. 16.727) reported
deferred revenue totaling $146,000. The grant period ended in fiscal year 2008, with
the last receipt coming in January 2006. This program is now run through Fund 0001
(General Revenue) and Fund 0646 (Alcoholism and Substance Abuse).

The Department should follow sound program / grant management practices and expend
all grant funds in accordance with the purpose for which they were originally received to
maximize the program potential. If a program concludes with unspent grant funds,
Department personnel should follow the guidance in the program / grant documents and
determine if any excess grant funds should be returned or used for other programs as
allowed by the grantor.

Department officials stated the final disposition was not determined timely due to staffing
shortages; however, the Department is continuing to review and reconcile the funds.

Maintaining unspent funds exposes these funds to loss or misappropriation due to the
general lack of attention directed toward these concluded programs by Department
personnel. (Finding No. 11-19, 09-20, 07-20)

RECOMMENDATION:

We recommend the Department determine the availability of these funds for expenditure
or return them after proper consultation with the respective grantor.
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DEPARTMENT RESPONSE:

Agree. The Department will review and determine the availability of these funds for
expenditure or return them after proper consultation with the respective grantor.
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11-20 FINDING: (Weaknesses in monitoring interagency agreements)

Weaknesses were identified in the Department of Human Services’ (Department) process
of monitoring interagency agreements.

During testing of the interagency agreements between the Department of Human Services
and multiple other State departments, the following deficiencies were noted:

e 4 0f 12 (33%) interagency agreements tested were not signed by all necessary parties
before the effective date. The agreements were signed 34 to 293 days late.

e Auditors noted an interagency agreement pertaining to the utilization of Lincoln
Developmental Center between the Department of Human Services and the Illinois
State Police expired May 13, 2010. As of January 13, 2012, the Illinois State Police
was still utilizing the space at the Lincoln Developmental Center and there is no
updated agreement between Illinois State Police and either the Department of Human
Services or the Department of Central Management Services, which is currently
responsible for the upkeep of the Lincoln Developmental Center.

e The Department entered into an agreement with another agency in which an
employee would split his work hours between the two agencies, and the Department
would request reimbursement for the hours the employee worked at the other Agency.
The Department did not seek reimbursement for two days that the employee worked
for the other agency, totaling $682.

Statewide Accounting Management System (SAMS) Procedure 02.50.10 discusses
internal controls in government. SAMS procedures and good business practices require
the approval of agreements prior to the effective date and the proper documentation
supporting the billing and payment of services.

Department officials stated the discrepancies were caused by lack of staff oversight and
an interagency agreement pertaining to the utilization of Lincoln Developmental Center
between the Department of Human Services and the Illinois State Police which expired
May 13, 2010.

The Department enters into multiple agreements with other State agencies and other units
of government. The purpose of the agreements is to assist the Department in fulfilling its
mandated mission. In order to assess whether the agreement is reasonable, appropriate
and sufficiently documents the responsibilities of the appropriate parties, the agreement
needs to be approved prior to the effective date, be reduced to writing and be properly
monitored to ensure all amounts owed to the Department are collected. (Finding Code
No. 11-20)

RECOMMENDATION:

We recommend the Department ensure all interagency agreements are approved by all
parties prior to the effective date of the agreement. We also recommend the Department
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update the agreement for the use of Lincoln Developmental Center and seek
reimbursement of $682 for work for another agency.

DEPARTMENT RESPONSE:

Agree. The Department will continue to work with the Department of Central
Management Services’ (CMS) Legal to Quick Claim Deed the Lincoln Developmental
Center property to CMS, as they were the property managers of Lincoln at the time of
audit. :
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11-21 FINDING: (Inadequate controls over receipts)

The Department of Human Services (Department) lacked an adequate receipt
reconciliation process and did not timely deposit all receipts.

The Department did not reconcile its receipt account balances with the Illinois Office of
the Comptroller (Comptroller) records, as required by the Comptroller’s Statewide
Accounting Management System (SAMS). The Department prepared monthly fund
reconciliations during the fiscal year; however, they were not completed timely.
Additionally, the Department did not timely deposit all receipts and refunds.

The following exceptions were identified related to the Department’s receipts
reconciliation process:

o During receipt reconciliation testing, four funds were found to have reconciling items
which were not resolved within 60 days after identification. Clearance of the
reconciling items ranged from 78 to 428 days.

o The Department did not reconcile its receipt records to Comptroller records on a
monthly basis. In 41 of 156 (26%) revenue source codes tested, the reconciliation
was not completed until 35 to 191 days following the end of the month. In 4 of the
156 (3%) revenue source codes tested, the reconciliation report was not completed
during the fiscal year.

Similar weaknesses at the Department were reported in the previous five reports. An
analysis summarizing the exceptions identified in the current and past 2 reports is noted
in the following table:

Two Years Ending June 30,

Reconciliation Exceptions
2011 | 2009 | 2007

Source codes not corrected within 1-2 months X X
Reconciling items in the DHS Recoveries Trust Fund X
Receipts adjustments posted from prior fiscal years X
Monthly receipts reconciliations performed late X X X
Reconciling items outstanding 60 days after month

end X X X

SAMS procedure 25.40.20 requires agencies to perform monthly reconciliations between
receipt account balances maintained by the agency with the statewide receipt account
records maintained by the Comptroller’s Office so the necessary corrective action can be
taken to locate the differences and correct the accounting records.

The following exceptions were identified related to the Department’s receipts process:

e Seventeen of 60 (28%) nonfederal receipts tested totaling $26,839, were not
deposited timely. The deposits ranged between 1 to 67 days late. The timeliness of
the deposits was not in compliance with the State Officers and Employees Money
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Disposition Act (30 ILCS 230/2) (Act) which specifies deposit requirements based
on the amount of receipt and also allows for deposit extensions if approved by the
Treasurer and Comptroller. The Department did not make timely deposits taking
into account any applicable deposit extensions and deposit criteria specified in the
Act.

In 54 of 235 (23%) resident receipts tested, auditors noted the receipts were not
entered into the Department’s primary accounting system (CARS) in a timely
manner. CARS was updated between 1 and 67 days late. As a result, resident
account receivable balances did not accurately reflect payments made.

In 16 of 60 (27%) nonfederal receipts totaling $25,305, drafts received from the
Treasurer’s clearing account were not submitted to the Comptroller within 5 days,
which is considered a reasonable time frame. The drafts were submitted between 6
and 151 business days beyond this time frame.

The Department utilizes a deposit control card to document the approval and entry of
receipts in CARS. Three of 235 (1%) control cards tested were not initialed by the
individual responsible for entering and reviewing the deposit.

The following exceptions were identified related to the Department’s refunds process:

In 12 of 60 (20%) refunds requested for testing totaling $16,631, the files were not
provided. Due to the lack of documentation, auditors were unable to verify the
controls over these refunds.

In 35 of 60 (58%) refunds tested totaling $16,908, the refund was not deposited in
compliance with the Act. The deposits ranged between 2 to 187 days late. The
Department did not make timely deposits taking into account any applicable deposit
extensions and deposit criteria specified in the Act.

Similar weaknesses were noted at Clyde L. Choate Mental Health and Developmental
Center (Center). Auditors noted the following problems:

The Center did not maintain adequate documentation of its receipts activity for fiscal
year 2010. The Center’s records did not include documentation of the dates checks
received by the Center were forwarded to DHS — Central Office for deposit into the
State treasury. As a result, the auditors could not determine if the checks received
during fiscal year 2010, totaling $34,713, were forwarded for timely deposit.

The Center did not perform monthly reconciliations of agency receipt reports to
reports prepared by the Office of the Comptroller reports for fiscal years 2010 or
2011.
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As aresult of testing the Center’s receipts records for fiscal year 2011, auditors
concluded the Center did not timely deposit receipts and refund transactions. Auditors
noted the following specific problems:

e No receipts were recorded in the Center’s ledger between October 28, 2010 and
February 28, 2011. On March 1, 2011, the facility recorded 19 receipts totaling $9,174.
Some of those transactions were for rents dating as far back as November and December
2010, which were received from lessees on the Center campus.

e No receipts were recorded in the Center’s ledger between the dates of April 13,2011
and June 19,2011. On June 20, 2011, the facility recorded 20 receipts totaling $4,244.
Some of those transactions were for rents dating as far back as September and October
2010 and January 2011, which were received from a lessee on the Center campus.

Department management stated the problems are the result of being understaffed;
therefore, they are unable to prepare reconciliations and process receipts in a timely
manner.

The Fiscal Control and Internal Auditing Act (30 ILCS 10/1002) requires each State
agency to establish and maintain an effective system of internal control, which would
include the processing of receipts/checks.

Failure to implement adequate internal controls over the processing of receipts/checks
increases the risk that errors and irregularities could occur and not be detected. (Finding
No. 11-21, 09-22, 07-11, 05-11, 03-8, 01-11)

RECOMMENDATION:

We recommend the Department strengthen controls over the processing of receipts. This
should include the timely deposit of receipts as well as timely entry to CARS. In
addition, the controls should ensure timely completion and submission of reconciliations
as well as the clearance of reconciling items.

DEPARTMENT RESPONSE:

Agree. The Department will strengthen controls to ensure an adequate receipt
reconciliation process and timely deposit of all receipts.
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11-22 FINDING: (Inadequate controls over accounts receivable)

The Department of Human Services (Department) mental health and developmental
disability centers (facilities) failed to exercise adequate controls over accounts receivable.
The facilities did not make timely determinations of residents’ ability to pay non-
Medicare and non-Medicaid charges and did not follow-up on outstanding accounts
receivable in a timely manner.

During the audit period, four facilities did not timely complete the “Notice of
Determination” (Form DHS-612) which is used to notify residents or their responsible
parties of charges. Resident financial case records supporting receivables in the billing
system were noted as being incomplete. Complete case records are required to
investigate every individual or entity that may have an obligation or responsibility for the
payment of services rendered to a resident. In addition, facility resource staff did not
follow Department procedures to monitor and report delinquent accounts receivable.

e Facility staff failed to complete a Notice of Determination as required for 32 of 105
(30%) files tested at seven facilities. There were many instances where the form was
not completed at all.

¢ Resident financial case records did not have documentation, ILL-1 forms, to support
the determination of the resident’s ability to pay for 59 of 141 (42%) files tested at
seven facilities.

e Four facilities did not have “Delinquency Notice” forms on file supporting the
facilities’ follow-up on accounts receivable for 20 of 60 (33%) files tested. These
receivables totaled $494,206.

o At four facilities, 35 of 75 (47%) accounts receivables tested, totaling $661,406, were
outstanding for over 180 days and were not submitted timely to the Central Office for
collection. In addition, for 15 of 60 (25%) accounts tested, totaling $467,781, the
facilities did not coordinate collection efforts with the Department’s Central Office in
order to ensure outstanding account balances are pursued in accordance with
Department policies and procedures.

e One of 15 (7%) files tested at Elisabeth Ludeman Developmental Center did not
contain the two-year review form used to monitor and re-determine resident’s ability

to pay.

e Tinley Park Mental Health Center admitted and treated Medicare eligible patients
while decertified and unable to seek payment for services under the Medicare
program. Auditors identified 9 patients, with accounts totaling $63,443 on the
facility’s accounts receivable reports, that were admitted during the decertification
period and incurred charges reimbursable by Medicare. Since Tinley Park is
decertified, the Department may not be able to collect this balance. Further, due to
inadequacies in the admission process, facility personnel are unable to properly
categorize and subsequently refer patients to Medicare certified facilities.
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o The Illinois School for the Deaf did not complete and submit a Form C-97, the
Quarterly Summary of Accounts Receivable, to the Illinois Office of the Comptroller for
the Hansen-Therkelsen Memorial Deaf Student College Fund. Accounts receivable
balances totaled $97,841 and $95,034 at June 30, 2010 and June 30, 2011, respectively.

e Auditors noted multiple instances of inadequate supporting documentation for
account balances for facility residents.

e At Elisabeth Ludeman Developmental Center, one account totaling $248
noted on the Accounts Receivable Report did not agree to supporting
documentation.

e At Clyde L. Choate Mental Health and Developmental Center, auditors noted
6 of 15 (40%) resident files tested had account balances that did not agree
with supporting documentation and 2 of 15 (13%) files did not contain
supporting documentation.

e At H. Douglas Singer Mental Health Center, 13 of 15 (87%) resident files
tested, with a total receivable balance of $766,652, did not contain
documentation detailing financial background was properly investigated.
Therefore, auditors were unable to determine whether data entered in the
Department’s RE-2 billing system was current and accurate.

e At Elgin Mental Health Center, 14 of 15 (93%) accounts tested lacked
accurate supporting documentation; therefore, auditors were not able to
determine the accuracy of account balances.

e At Ann M. Kiley Developmental Center, 1 of 12 (8%) account receivables
tested was not valid and had not been removed as an account receivable at
June 30, 2011.

e At Elgin Mental Health Center, 1 of 15 (7%) accounts tested contained an
invoice for charges from a different Department facility.

Auditors noted for certain facilities the Resident Resource Unit (RRU) was unable to
provide procedures used in order to determine admitted resident’s ability to pay for
services, identify responsible parties such as parents or guardians, and properly determine
whether the patient has private insurance or is eligible for Medicare and Medicaid.

e The Reimbursement Officer Position at the Jack Mabley Developmental Center was
vacant effective July 9, 2010. As a result, the daily duties required to properly update
and maintain the resident accounts receivable were not performed as required.
Additionally, due to inadequate maintenance of the RRU, auditors noted numerous
inconsistencies which included negative account balances and incomplete or missing
documentation from resident financial case files. Further, the Assistant Facility
Director, who was temporarily assigned the duties of the RRU, does not appear to
have sufficient training and experience in order to perform the required tasks. Due to
the Facility not properly maintaining the accounts receivable system, auditors were
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unable to determine whether amounts detailed on the accounts receivable aging report
are correct and whether accounts over 180 days delinquent are properly pursued. In
addition, auditors noted mail correspondence containing time sensitive patient
account information is not opened in a timely manner and patient accounts are not
updated accordingly.

o Attwo of 21 (10%) facilities, auditors noted errors on aged analysis of accounts
receivable reports. Jack Mabley Developmental Center’s aged accounts receivable
report as of June 30, 2011 reported inaccurate resident receivable balances to the
Ilinois Office of the Comptroller. The accounts receivable balance included 22
negative balances totaling $57,564. During review of the accounts receivable report
for Elisabeth Ludeman Developmental Center, auditors noted the balance of one
account did not agree to supporting documentation.

Issues were also identified with the processing of Medicare claims at two Centers.
The Jack Mabley Developmental Center did not bill Medicare as required. Numerous
unprocessed Medicare Part B Service Slips were noted in testing of resident files.
According to Department officials, no Medicare slips have been processed since July
2010. Additionally, one of 15 (7%) accounts tested at Elgin Mental Health Center
was billed to a resident that was eligible for Medicare. The Facility was unable to
provide documentation that Medicare was properly billed.

Issues with receivables were also noted in testing at the Central Office:

e In2 of 120 (2%) files tested, auditors noted a significant lapse in time since the
Department attempted to contact the indebted party for collection of an aged
receivable.

e In 2 of 120 (2%) files tested, the bankruptcy filing was not recorded in a timely
manner. For one account tested, the Central Office did not ensure the outstanding
account balance was pursued in accordance with Department policies and
procedures.

The Department reported gross resident accounts receivable (excluding Medicare and
Medicaid) at facilities totaling $21.477 million and $18.977 million for the years ending
June 30, 2011 and 2010, respectively. The related uncollectible allowances were $18.255
million and $16.130 million, respectively. Also, the total revenue from hospitalization
insurance covering individuals for 2011 and 2010 totaled $16.574 million and $16.911
million, respectively.

The Department is in violation of its own policies and procedures as well as statutory
requirements regarding the administration of accounts receivable. The Illinois State
Collection Act of 1986 (30 ILCS 210) mandates State agencies to capture receivable
information and report receivables in accordance with rules established by the
Comptroller. The Department’s Administrative Directive 02.08.01.040 states, “Facility
resource staff generate the Notice of Determination form from RE-2, and mail the IL462-
0612 to the debtor” in the first month that an individual enters a Center. Also, the
Directive establishes that the Center staff mail the Collection Activities Delinquent
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Notice when the account becomes delinquent. The Directive offers further guidance
stating “an individual account is not due until 90 days after the Notice of Determination
is mailed.” Once the account has become past due for 180 days “and the debtor has
refused to cooperate, the facility resource staff refer the amount to RMS for further
evaluation and action.” The Comptroller’s Statewide Accounting Management System
(SAMS) Procedure 26.40.20 states agencies must place all debts over $1,000 and more
than 90 days past due in the Comptroller’s Offset system.

Further, the Fiscal Control and Internal Auditing Act (30 ILCS 10/3001) requires state
agencies to establish and maintain a system or systems of internal and administrative
controls to provide assurance that funds, property, and other assets and resources are
safeguarded against waste, loss, unauthorized use, and misappropriation which would
include account receivables.

Ludeman personnel stated the inaccurate accounts receivable balance noted was due to a
computer error which is now being corrected. Mabley personnel stated the deficiencies
noted were due to the fact that the facility has been unable to fill the Reimbursement
Officer position since July 9, 2010. Illinois School for the Deaf personnel stated they
were not aware loans receivable should be included in the C-97 reporting forms. Kiley
personnel stated the reason for their accounts receivable deficiencies were due to not
timely following-up on the adjustments. Choate, Elgin, Singer, Chicago Read, Madden
and Tinley personnel stated the deficiencies resulted from staffing shortages and
oversight.

Failure to make timely determinations of residents’ ability to pay and follow-up on
accounts receivable in a timely manner may result in the delay or loss of revenue. In
addition, the lack of controls can lead to an understatement or overstatement of net
collectible accounts receivable. (Finding Code No. 11-22, 09-23, 07-15)

RECOMMENDATION:

We recommend the Department comply with the established policies and procedures to
ensure accounts receivable are reported in accordance with Department directives.
Additionally, we recommend the Department maintain detailed records of all billings and
the corresponding collections to facilitate proper reporting of accounts receivable
activity. The Department should consider writing off delinquent or uncollectible
accounts to reflect only realizable amounts. Finally, we recommend the Department
allocate sufficient staff and fill pertinent positions in order to ensure job duties are
performed as required so that accounts receivable transactions are processed and accounts
are properly maintained.

DEPARTMENT RESPONSE:

Agree. The Department will enhance its process to exercise adequate controls over
accounts receivable, make timely determinations of resident’s ability to pay non-
Medicare and Medicaid charges and follow-up on outstanding accounts receivable in a
timely manner.
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11-23 FINDING: (Inadequate administration of locally held funds)

The Department of Human Services’ (Department) Central Office and mental health and
developmental disability facilities inadequately administered locally held funds (bank
accounts) during the audit period. Auditors noted exceptions regarding the
administration, accounting, reconciliation, reporting, receipt and disbursement of these
funds.

The following weaknesses were noted during the testing of the Department’s quarterly
reporting of receipts and disbursements of locally held funds for the two years ended June
30,2011:

e One of four (25%) funds tested at the Central Office miscalculated the Cash on Hand
and in Banks listed on Form C-17. The Department reported the balance of its bank
account as $21,447, when it was $21,616 per the bank statement, for an
understatement of $169.

e Six of 21 (29%) facilities tested did not properly perform monthly reconciliations of
their locally held funds.

o Auditors noted the Clyde L. Choate Mental Health and Developmental Center
stopped dating bank reconciliations beginning with the October 2010 bank
reconciliation and the bank reconciliation for June 2011 was not performed until
September 26, 2011. The facility did not perform reconciliations for the
Rehabilitation Fund and the Living Skills Fund. Eight of 8 (100%) quarterly
reconciliations for the Residents Trust fund did not agree to the Center’s Form C-
17.

o The June 30, 2011 monthly bank reconciliations for four of four (100%) funds
tested at the Chicago Read Mental Health Center were not signed by the Business
Administrator, as required SAMS Procedure 33.13.20; therefore, auditors were
unable to determine whether reconciliations were properly reviewed and
approved.

o Auditors noted the Jack Mabley Developmental Center Business Administrator,
who has check signing authority, prepares the monthly bank reconciliations for
the facility’s three locally held funds, which are not reviewed by an independent

party.

o Multiple unusual reconciling items were noted during review of the June 30, 2011
Resident Trust Fund bank reconciliation at Elisabeth Ludeman Developmental
Center totaling $11,268. The usual reconciling items include, but are not limited
to, a check from fiscal year 2009, bank services charges from fiscal year 2009 and
multiple bank service charges that were not relevant to the examination period.

o During testing of the Illinois School for the Deaf Resident Trust Fund, auditors

noted an incorrect balance per bank was used during preparation of the March
2011 reconciliation, a March 2011 deposit slip was overstated by $200, a deposit
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in transit totaling $200 was incorrectly recorded, and the School’s policy to notify
the Business Administrator of discrepancies noted was not observed.

o At William A. Howe Developmental Center, auditors noted the facility failed to
perform adequate reconciliations over its funds. Four of 5 (80%) local fund
reconciliations at June 30, 2010 could not be verified to be mathematically correct
because the Center did not reconcile fund bank balances and checkbook registers
to fund general ledgers. The four locally held fund reconciliations not properly
prepared were reconciliations of the Resident Trust Fund, Other Special Trusts
Fund, Living Skills Fund and Rehabilitation Fund.

The Statewide Accounting Management System (SAMS) requires agencies to report their
locally held funds on Form C-17. SAMS Procedure 33.13.20, states, “The Locally Held
Fund Reporting System’s major function is to capture cash receipts and disbursements
information on a quarterly basis in order to provide a more comprehensive fiscal data
base for the State of Illinois... The “Report of Receipts and Disbursement for Locally
Held Funds” (Form C-17) is used to report locally held activity... Each agency is
responsible for preparing one report for each “locally-held” fund it maintains.”

The following weaknesses were noted during testing of the Department’s monthly
reconciliation of revenues relating to locally held funds for the two years ended June 30,

2011:

Three of 21 (14%) facilities tested, Choate, Ludeman and Chicago Read, prepared
and submitted inaccurate Form C-17’s. Auditors noted a variety of errors in the Form
C-17’s at these facilities, including: understated receipts; omitted receipts;
understated disbursements and over/understated final fund balances.

At the Illinois School for the Deaf, auditors noted the School did not ensure bank
reconciliations were accurate and performed in a timely manner. Furthermore, the
School did not date local fund reconciliations to document timeliness of completion.
Auditors noted the following problems:

o 1 0f24 (4%) petty cash bank reconciliations tested were completed 7 days late.

o 36 0f 36 (100%) local fund bank reconciliations tested were not dated upon
completion. As a result, auditors could not verify the timeliness of the
reconciliations.

Department officials stated oversight by the fund reconciliation staff and late receipt of
a bank statement contributed to the discrepancies noted.

Auditors noted exceptions in testing cash on hand at 3 of 21 (14%) facilities and
Choate and Elgin do not document reconciliations of cash on hand for the Patient
Travel Trust Fund. Additionally, auditors noted in testing at Chicago Read that for
three of four funds (75%) cash on hand did not reconcile back to the fully authorized
amounts.
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e Three of 21 (14%) facilities tested, Choate, Chicago Read and Illinois School for the
Deaf, did not maintain an adequate segregation of duties over functions within their
locally held funds.

The Fiscal Control and Internal Auditing Act (30 ILCS 10/3001) requires state agencies
to establish and maintain a system or systems of internal and administrative controls to
provide assurance that funds, property, and other assets and resources are safeguarded
against waste, loss, unauthorized use, and misappropriation which would include monthly
bank reconciliations. These controls would include establishing adequate separation of
duties and properly reconciling bank accounts in order to identify and preclude the
comingling of monies between funds and ensure accurate reporting of locally held fund
activity.

The Statewide Accounting Management System (SAMS) requires agencies to reconcile
their revenues each month and to report to the Comptroller any irreconcilable differences.
SAMS Procedure 25.40.20 states, “The reconciliation of monthly revenue status report is
required to be performed monthly and the Comptroller’s Office notified of any
unreconcilable differences so that the necessary corrective action can be taken to locate
the differences and correct the accounting records.”

The following weaknesses were noted during the testing of the Department’s
disbursements from locally held funds for the two years ended June 30, 2011:

e Exceptions in testing locally held fund disbursements were noted at 4 of 21 (19%)
facilities. Auditors noted a variety of errors at these facilities, including: posting the
wrong check number, incorrectly fixing an error of posting the wrong check number,
and not posting disbursements timely. Disbursements did not trace from the bank
statement to the system ledger and from the system ledger to the bank statement.
Also, auditors noted instances in which disbursements did not trace to supporting
documentation and instances of inadequate supporting documentation. Some or all of
the total disbursement amounts were recorded in a different pay period than the
period stated on the form(s). Funds totaling $10 were disbursed to a patient who did
not have sufficient funds in their Resident’s Trust Fund on deposit for the
disbursement. Auditors also noted disbursements that included statutory late fees,
facility overpayment of an employee, and a purchase in excess of $200 that was not
approved by the Agency Head which included an employee purchase of a personal
item using the facility’s tax exempt certificate which accounted for $1.88 of the
$226.93 purchase. The facility did not attempt to collect a reimbursement.

e One of 21 facilities (5%), Chicago Read, permitted temporary loans between the
Other Special Trust Fund and the Patient Travel Trust Fund. During review of
Chicago Read’s expenditures, auditors noted the Other Special Trust Fund provided
three temporary loans to the Patient Travel Trust Fund totaling $6,500 in Fiscal Year
2011. Administrative Directive 02.08.01.020 requires the Patient Travel Trust Fund to
be reimbursed from the Center/Program’s applicable appropriation for travel.
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At William A. Howe Developmental Center, auditors noted the Center did not
properly expend or receive reimbursement for monies paid from its Other Special
Trust Fund. On January 8, 2010, the Center paid $2,000 for autopsy expenses from
the Other Special Trusts Fund. On January 14, 2010, the Center submitted a voucher
totaling $5,000 for reimbursement of these autopsy expenses from the contractual
services appropriation line. The original $2,000 expenditure for autopsy services was
the result of an inappropriate expenditure from the Other Special Trust Fund. The
additional $3,000 received for reimbursement of these expenses resulted in an
inappropriate method to fund the Other Special Trust Fund.

At Jack Mabley Developmental Center, auditors noted the facility exceeded the
maximum retention amount of 33.33% of operating expenses from the Habilitation
Workshop Fund (Fund) during both fiscal years 2010 and 2011. For fiscal year 2010,
the ending balance for the fund was $846 with an operating expense of $1,279 and in
fiscal year 2011 the ending balance for the fund was $964 with an operating expense of
$1,419. Additionally, the facility did not properly record the receipt date for five of
six (83%) miscellaneous cash receipts, totaling $925, during fiscal years 2010 and
2011.

At Jacksonville Mental Health and Developmental Center, auditors noted the Center
inappropriately expended trust fund monies out of the Other Special Trust Fund. The
auditors noted four expenditures were for purchases of postage for the Center’s
postage meter to be used for the Center’s operations of providing postal services for
its residents. Intended uses listed by the policy include Christmas gifts, parties,
activities, and recreational equipment and supplies.

At the Illinois School for the Deaf, auditors noted restricted-use funds were used for
purposes other than those stated in the benefactor’s will. Pursuant to the State
Finance Act (30 ILCS 105/8.49), $503,700 was transferred from the Hansen-
Therkelsen Memorial Deaf Student College Fund (Fund 0123), a fund used to assist
deaf and hard of hearing students with college expenses to the State’s General
Revenue Fund. In January 2011, Public Act 96-1503 mandated the funds to be repaid
as soon as practical. The Department was fully aware of the situation and recorded a
receivable for the amount. School management stated the Illinois Office of the
Comptroller had not restored the funds due to a cash shortage. These funds were
finally restored in November, 2011.

At the Jacksonville Mental Health and Developmental Center, auditors noted the
Center disbursed money from the Living Skills Fund using unnumbered checks.

The following weaknesses were noted during the testing of the Department’s receipts of
locally held funds for the two years ended June 30, 2011:

Five of 21 (24%) facilities did not properly record locally held fund receipts. At
Clyde L. Choate Mental Health and Developmental Center, eight of ten (80%)
receipts tested from the Living Skills Fund did not trace from the bank statement to
the system ledger. One of ten (10%) Rehabilitation Fund receipts tested, two of
twenty (10%) Other Special Trust Fund Receipts, and four of ten (40%) Residents
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Trust Fund receipts tested at Jack Mabley Developmental Center lacked supporting
documentation. In testing Other Special Trust Fund receipts at the Chicago Read
Mental Health Center, auditors noted on two of ten (20%) of the dates recorded on the
general ledger did not agree with the computerized accounting system dates. In
addition, two of 30 (7%) Illinois School for the Deaf fiscal year 2011 cash receipts
were not deposited timely. In addition, at William W. Fox Developmental Center,
three of 19 (16%) receipts tested did not include copies of the checks received.

e Asaresult of receipts tested for the Residents Trust Fund at Clyde L. Choate Mental
Health and Developmental Center, auditors noted a data entry error, during which a
duplicate receipt number corresponding to a $281 receipt, was entered into and
accepted by the DHS Trust Fund Accounting System.

Department officials stated oversight by the fund reconciliation staff and late receipt of a
bank statement contributed to the discrepancies noted.

e At the Jacksonville Mental Health and Developmental Center, auditors noted the Center
did not deposit locally held fund receipts in a timely manner. During testing, auditors
noted 11 of 28 (39%) locally held fund receipts totaling $12,983 were deposited
between 1 and 27 days late.

o Other Special Trust fund: 4 of 10 (40%) of receipts totaling $5,711 were
deposited between 3 and 4 days late.

o Rehabilitation Workshop Fund: 4 of 8 (50%) of receipts totaling $1,046 were
deposited between 2 and 27 days late.

o Residents Trust Fund: 3 of 10 (30%) of receipts totaling $6,226 were
deposited between 1 and 3 days late.

Center personnel stated the late deposits were due to staff shortages which resulted in
missed or untimely deposits. The Public Funds Deposit Act (30 ILCS 225/1) states,
“Any treasurer or other custodian of public funds may deposit such funds in a savings
and loan association, savings bank, or State or national bank in this State. When such
deposits become collected funds and are not needed for immediate disbursement, they
shall be invested within 2 working days at prevailing rates or better.”

Department officials stated a lack of oversight by the fund reconciliation staff and late
receipt of a bank statement contributed to the discrepancies noted. (Finding Code No. 11-
23, 09-26)

RECOMMENDATION:

We recommend the Department remind facility staff of the requirements set forth within
the statutes, the Comptroller’s SAMS Manual and Department policies and procedures
related to the operation and maintenance of the locally held funds.

79



DEPARTMENT RESPONSE:

Agree. The Department will ensure that facility personnel are reminded of the
requirements set forth within the statutes, the Comptroller’s SAMS Manual and
Department policies and procedures related to the operation and maintenance of the

locally held funds.
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11-24 FINDING: (Voucher processing, approval and payment)

The Department of Human Services (Department) did not maintain adequate controls
over the processing, approval and payment of vouchers as required by the Illinois
Administrative Code and Department policy.

As aresult of testing random samples of invoice vouchers processed at the Central Office
during the engagement period, auditors noted the following exceptions:

Four of 120 (3%) invoice vouchers totaling $17,651 did not remit required prompt
payment interest to vendors which totaled $510.

Thirty-two of 328 (10%) invoice vouchers totaling $4,415,328 did not include
adequate supporting documentation. For thirty-one of the vouchers, auditors were
not provided supporting vendor invoices. For one voucher, auditors were
provided an email and screenprints from the accounting system. However, a
vendor invoice was not provided.

Four of 180 (2%) invoice vouchers totaling $180,080 were not approved within
30 days after receipt of the vendor invoice. The vouchers were approved for
payment from 19 to 92 days late.

Two of 120 (2%) invoice vouchers totaling $103,120 contained errors during
processing. One invoice voucher showed an approval date in the accounting
system three months before the vendor invoice was received. The other invoice
voucher was supported by a vendor invoice marked as paid the day before the
invoice voucher was marked as approved for payment.

In addition to testing invoice vouchers processed at the Central Office, auditors also
tested invoice vouchers processed at Department facilities during the engagement period
noting the following exceptions:

Eight of 123 (7%) contractual services invoice vouchers tested totaling $145,419
did not remit required prompt payment interest to vendors which totaled $3,272.

Two of 228 (1%) operation of automotive invoice vouchers totaling $474 did not
include adequate supporting documentation. For example, one voucher did not
include the vendor invoice and the other voucher contained the vendor invoice
which differed from the amount paid.

Thirteen of 123 (11%) contractual services invoice vouchers totaling $230,204
were not approved within 30 days after receipt of the vendor invoice. The
vouchers were approved for payment from 2 to 180 days late. Additionally, seven
of 123 (6%) invoice vouchers totaling $69,080 did not contain a date stamp
indicating the date the invoice was received. Auditors were unable to determine if
these vouchers were approved timely.

81



e Four of 6 (67%) payroll vouchers tested at Chester Mental Health Center were not
reviewed in a timely manner. The payroll expenditure reports were reviewed
from 45 to 153 days after the payroll occurred.

e Twelve of 73 (16%) invoice vouchers totaling $66,777 at William A. Howe
Developmental Center were not approved within 30 days. The vouchers were
approved from 3 to 45 days late. Additionally, 6 of 73 (8%) invoice vouchers
totaling $23,012 did not contain a date stamp indicating the date the invoice was
received. Auditors were unable to determine if these vouchers were approved
timely.

The Illinois Administrative Code (Code) (74 I1l. Adm. Code 900.70) states a State agency
shall review in a timely manner each bill after its receipt to determine if the bill is a
proper bill. A bill is not a proper bill if it contains one of the following defects, “lacks
sufficient and/or correct information required by the agency to process the bill...” It
further states, an agency shall approve proper bills or deny bills with defects, in whole or
in part, within 30 days after receipt of the bill. The Code further states a payment is late
if the date of payment is not within 60 days after the receipt of a proper bill or part of the
bill.

In addition, the Code (74 Ill. Adm. Code 900.30) states it is the duty and responsibility of
each State agency to develop and implement internal procedures that will permit full
compliance with the provisions of the State Prompt Payment Act. All State agencies
must maintain written or electronic records reflecting the date or dates on which: the
goods were received and accepted or the services were rendered; the proper bill was
received by the State agency; approval of payment of a bill was given by the Agency; a
vendor bill was disapproved, in whole or in part, based upon a defect or what the State
agency believes to be a defect; and the payment was issued by the Comptroller’s Office.

The Code (74 I1l. Adm. Code 900.90) requires interest to be calculated for each
individual vendor bill received. A determination of whether an interest penalty is owed is
to be made for each individual bill. Likewise, the State Prompt Payment Act (30 ILCS
540/3.2(1)) states, “Any bill ...must be paid or the payment issued to the payee within 60
days of receipt of a proper bill or invoice. If payment is not issued to the payee within
this 60-day period, an interest penalty of 1.0% of any amount approved and unpaid shall
be added for each month or fraction thereof after the end of this 60-day period, until final
payment is made.”

The Fiscal Control and Internal Auditing Act (Act) (30 ILCS 10/3001) requires all State
agencies to establish and maintain a system of internal fiscal and administrative controls
to provide assurance that funds, property, and other assets and resources are safeguarded
against waste, loss, unauthorized use, and misappropriation. Likewise, Statewide
Accounting Management System (SAMS) Procedure 02.50.10 discusses internal controls
in government. The Act and the SAMS procedures require the approval of expenditures
based on proper supporting documentation, such as vendor invoices, prior to payment for
applicable goods or services.
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Department officials stated a lack of staff oversight, staff shortages and staffing changes
in the payroll division at Chester Mental Health Center contributed to the deficiencies
noted.

Failure to timely process and review vouchers results in late payment to vendors and
interest penalties being levied against the Department. Failure to provide adequate
supporting documentation for invoice vouchers weakens internal control and increases
the likelihood that a loss from errors or irregularities could occur and not be detected in a
timely manner. (Finding Code No. 11-24)

RECOMMENDATION:

We recommend the Department devote adequate resources and follow established
policies to ensure invoice vouchers are processed, approved and paid in a timely manner
to limit interest penalties.

DEPARTMENT RESPONSE:

Agree. The Department will devote adequate resources and follow established policies to
ensure invoice vouchers are processed, approved and paid in a timely manner to limit
interest penalties.
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11-25 FINDING: (Failure to ensure expenditure reconciliations are prepared timely)

The Department of Human Services (Department) did not reconcile its expenditure
balances with Illinois Office of Comptroller (Comptroller) records in a timely manner.

The Statewide Accounting Management System (SAMS) Procedure 11.40.20 states,
“Each month, the Comptroller’s Office distributes the Monthly Appropriation Status
Report (SBO1) to the agencies. The Monthly Appropriation Status Report should be
reconciled on a timely basis to ensure the early detection and correction of errors.”

In 5 of 5 (100%) monthly expenditure reconciliations tested, auditors noted the
reconciliation was not performed timely. The reconciliations were completed between 6
to 11 months after the period being reconciled.

Department officials stated the exceptions were related to a decrease in staff available to
prepare expenditure reconciliations.

Failure to prepare expenditure reconciliations on a timely basis increases the risk errors
or irregularities could occur and not be detected and corrected on a timely basis. This is
especially important as the Department expends over $5.5 billion per year. (Finding No.
11-25)

RECOMMENDATION:

We recommend the Department implement procedures to perform expenditure
reconciliations in a timely manner.

DEPARTMENT RESPONSE:

Agree. The Department will enhance its process to perform expenditure reconciliations
in a timely manner.
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11-26 FINDING: (Inadequate recordkeeping for payroll and personnel files)

The Department of Human Services (Department) did not maintain all necessary and
required supporting documentation in employee payroll and personnel files.

During testing of employee payroll and personnel files at the Central Office and
Department facilities, auditors noted the following exceptions:

In 71 of 120 (59%) payroll files tested, voluntary withholding payroll deduction
authorization requests were not maintained in the files. The items missing included
deferred compensation forms, union deduction cards, or insurance deduction cards.
For example, this problem occurred in 17 of 19 (89%) payroll files tested at Gov.
Samuel H. Shapiro Developmental Center. The Department’s Administrative
Directive 01.02.02.260 states, “Once a payment plan is arranged, an employee must
complete a Payroll Deduction Authorization card (IL 444-4174)... in order to have
the payments taken directly from his or her paycheck.”

In 4 of 120 (3%) payroll files tested, the number of dependents listed on an
employee’s W-4 did not match the number of dependents the Department used in
computing payroll withholdings.

In 20 of 120 (17%) payroll files tested, the employee’s W-4 was not maintained on
file, but the employee’s payroll tax exemptions were greater than zero. For example,
this problem occurred in 8 of 19 (42%) payroll files tested at Shapiro. The
Department’s Administrative Directive 01,02.02.260 states, “If no W-4 cards are
completed by the employee, federal statute requires withholdings as single with zero
(0) exemptions.”

In 1 of 120 (1%) payroll files tested, union dues were withheld in excess of the
correct rate.

In 1 of 120 (1%) payrol! files tested, the deferred compensation withholding did not
agree with the amount on the Deferred Compensation Plan Request (IL 444-4295).

In 1 of 120 (1%) payroll files tested, the personnel file was not provided.

In 3 of 120 (3%) personnel files tested, the employee’s original application was not
on file. The Department’s Administrative Directive 01.02.04.030 states, “Personnel
records should include any documents which have been used or are intended to be
used in determining an employee's qualifications for employment, transfer,
promotion, wage increase, discharge or disciplinary action. Examples of such
documents include, but are not limited to, a resume or application, an employment
contract, policies signed by the employee, performance evaluations, and certain
disciplinary records.”

In 5 of 120 (4%) personnel files tested, the pay rate per the CMS-2 on file does not
match the employee’s actual pay amount. The CMS-2 documents the employee’s
rate of pay. The most current CMS-2 was not in the employee’s file.
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The Voluntary Payroll Deductions Act of 1983 (Act) (5 ILCS 340/4) states; “An
employee may authorize the withholding of a portion of his or her salary or wages for
contribution to a maximum number of 4 organizations...upon written request of a State
employee, for each regular payroll period, from the salary or wages of the employee the
amount specified in the written request for payment to the organization designated by the
employee.”

During testing of employees on leave of absence, auditors noted the following
exceptions:

e In 3 of 50 (6%) leave of absences tested, auditors noted the Department was unable to
provide the Physician’s Statement Form (CMS-95) or additional verification of
recovery while on leave for employees claiming non-service connected disability
leave.

Department Administrative Directive 01.02.02.230 regarding non-service connected
disability leave states, “Upon submission of a doctor's statement using the Physician's
Statement Form (CMS-95) that includes diagnosis, prognosis, and estimated return to
work date, the employee shall be granted leave of absence for the duration of the
disability... During the leave, the employee shall provide additional written verification
by a person licensed under the Illinois Medical Practices Act, similar laws of Illinois,
other states or countries, or by an individual authorized by a recognized religious
denomination to treat by prayer or spiritual means which includes the diagnosis,
prognosis, and expected duration of the disability. The verification shall be made no less
often than every thirty (30) days during a period of disability, unless precluded by the
nature of the disability.”

During testing of terminated employees, the following exceptions were noted:

¢ In2 of 50 (4%) terminated employees tested, auditors noted the CMS-2 report was
not completed properly. The reports did not contain all of the required information,
such as base salary, dates of service, and various personnel information. As a result,
auditors were unable to verify the employee’s final paycheck was correct.

Department personnel stated the Department’s Payroll Office had been formed in 1998
and the payroll files were obtained from five legacy agencies. Logistically, this caused
problems with obtaining complete payroll files. In additional, staffing shortages have
contributed to incomplete payroll files as well.

Without proper recordkeeping there is no documented basis for withholdings or leaves of
absence. (Finding Code No. 11-26, 09-32, 07-21)

RECOMMENDATION:

We recommend the Department maintain the necessary required documentation in
employee files including payroll deduction authorizations and leaves of absence.
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DEPARTMENT RESPONSE:

Agree. The Department will implement controls to maintain the necessary required
documentation in employee files including payroll deduction authorizations and leaves of
absence. The Department will also maintain and review approvals for requested time off
and overtime.
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11-27 FINDING: (Employee performance evaluations not performed on a timely basis)

The Department of Human Services (Department) did not conduct employee performance
evaluations on a timely basis.

During testing of personnel expenditures, auditors noted 6 of 32 (19%) Central Office
employees sampled did not receive a performance evaluation on a timely basis. Many of
these employees had not had evaluations for several years. Additionally, the Department
could not provide documentation that an employee performance evaluation had been
performed during the engagement period for 17 of 32 (53%) employees.

Auditors also noted 91 of 306 (30%) facility employees at thirteen of the twenty-one
facilities did not receive a performance evaluation on a timely basis. Additionally, seven
of the twenty-one facilities could not provide documentation that an employee
performance evaluation had been performed during the engagement period for 43 of 217
(20%) employees.

Personnel rules issued by the Department of Central Management Services (80 I1l. Adm.
Code 302.270) require performance records to include an evaluation of employee
performance prepared by each agency not less often than annually. Annual evaluations
support administrative personnel decisions by documenting regular performance
measures. The Department’s Administrative Directive 01.02.04.020 indicates that
evaluations must be “permanently included in the employee’s personnel file.”

During testing of the timeliness of performance evaluations, other exceptions were noted
related to performance evaluations.

¢ In four of twenty-one facilities tested, auditors noted 6 of 133 (5%) employee
evaluations were not signed by the employee. Without the employee’s signature,
auditors were unable to determine whether the employee received their evaluation.

¢ In two of twenty-one facilities tested, auditors noted 2 of 30 (7%) annual evaluations
were completed 33 to 77 days prior to the end of the evaluation period. In giving
these evaluations before the end of the period, employees do not receive feedback on
their performance for a portion of the period.

e At Elisabeth Ludeman Developmental Center, auditors noted the Center could not
provide personnel files for 2 employees. Without the personnel files, auditors were
unable to determine if the performance evaluations were performed.

Department personnel stated personnel managers sent out reports of upcoming
evaluations and managers did not always comply. Furthermore, Department personnel
stated performance evaluations were not always completed timely because supervisors
and staff were busy performing additional duties resulting from a shortage of staff. In
addition, Department personnel stated evaluations for merit compensation employees
were not prioritized appropriately as the evaluations would not impact compensation
increases for those employees. Department officials stated the lack of an electronic
tracking system contributed to the discrepancies noted.
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Without performance evaluations there is no documented basis for promotion, demotion,
discharge, layoff, recall, or reinstatement and current employment status. (Finding Code
No. 11-27, 09-33, 07-22, 05-15)

RECOMMENDATION:

We recommend the Department follow the Personnel Rules and hold management
accountable for completing employee performance evaluations on a timely basis.

DEPARTMENT RESPONSE:

Agree. The Department will reinforce its process to follow the Personnel Rules and hold
management accountable for completing employee performance evaluations on a timely
basis.
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11-28 FINDING: (Weaknesses in maintaining documentation of temporary employee
assignments)

The Department of Human Services (Department) failed to follow their own
administrative directives as well as State administrative rules for administering temporary
employee assignments.

During testing of temporary employee assignments, the Department was unable to
provide documentation for 16 of 50 (32%) employees tested who currently work in
temporary assignment positions. Because there was no documentation, auditors were
unable to determine how long the employees had been functioning in these positions.
The exceptions were noted in 8 of 15 (5§3%) locations tested.

The Illinois Administrative Code (80 Ill. Adm. Code 302.150) defines a temporary
appointment as, “For persons in positions to perform temporary or seasonal work. No
position shall be filled by temporary appointment for more than 6 months out of any 12-
month period.” Department Administrative Directive 01.02.01.110 “Interim Assignment
Procedures” states interim assignment for bargaining unit employees to higher bargaining
unit titles, Merit Compensation or Salary Grade titles is accomplished through
completion of the “Interim Assignment Request” form (IL444-4181). All sections of this
form must be completed for consideration and approval of temporary assignment.

Department officials stated the exceptions were a result of lack of staff oversight due to
temporary assignment that occurs on a daily basis at DHS’ 24/7 operations when an
employee takes unscheduled benefit time and the shift needs to be covered. Often, the
fast pace of covering the shift results in the proper forms not being completed.

Failure to maintain adequate documentation for temporary employee assignments is an
internal control weakness that could lead to abuse. Temporary employee assignments
are, by their nature, not meant to be permanent and may result in higher pay rates. As a
result, there is a greater opportunity for waste, fraud or abuse if there are a lack of
mitigating controls and supporting documentation. (Finding Code No. 11-28, 09-34, 07-
23)

RECOMMENDATION:

We recommend the Department maintain the required documentation in order to
substantiate all temporary employee assignments.

DEPARTMENT RESPONSE:

Agree. The Department will reinforce its process to maintain the required documentation
in order to substantiate all temporary employee assignments.
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11-29 FINDING: (Time records not maintained in compliance with the State
Officials and Employees Ethics Act)

The Illinois Department of Human Services (Department) did not maintain time records
in compliance with the State Officials and Employees Ethics Act (Act).

Auditors noted the following exceptions at Department facilities:

e 209 of 883 (24%) employee Monthly Attendance Records, which document that
employee time was spent on official State business, were not retained at 12 of 21
facilities.

e 96 of 769 (12%) employee Monthly Attendance Records were not signed and dated
by the employee, supervisor, and/or timekeeper within five working days of the
employee’s submission at 14 of 21 facilities tested. The supervisor or timekeeper
signed the Monthly Attendance Records between 1 and 460 days late.

e 52 0of 771 (7%) employee Monthly Attendance Records were missing required
signatures and/or dates from the employee, supervisor, and/or timekeeper at 12 of 21
facilities tested. As a result, the auditors could not determine whether the Monthly
Attendance Record was signed and approved within the required time period.

o 10f21 (5%) facilities tested (Jack Mabley Development Center) did not maintain
proper segregation of duties over its timekeeping function. The facility failed to
designate an employee to record the time and attendance for the usual timekeeper.
Inadequate segregation of duties in the timekeeping function could result in the
improper reporting of hours worked for the facility’s timekeeper. The Fiscal Control
and Internal Auditing Act (30 ILCS 10/3001) states, “All State agencies shall
establish and maintain a system, or systems, of internal fiscal and administrative
controls, which shall provide assurance that resources are utilized efficiently,
effectively, and in compliance with applicable law; and funds, property, and other
assets and resources are safeguarded against waste, loss, unauthorized use, and
misappropriation.”

The Act (5 ILCS 430/5-5(c)) requires the Department to adopt personnel policies
consistent with the Act. The Act states, “The policies shall require State employees to
periodically submit time sheets documenting the time spent each day on official State
business to the nearest quarter hour.” The Act further requires timesheets be maintained
by the fiscal office of a period of at least two years.

The Illinois Department of Human Services’ Administrative Directive 01.02.02.170
requires a Monthly Attendance Record (Report) which documents that employee time
was spent on official State business to be reviewed and signed by the employee,
timekeeper, and supervisor within five working days. In addition, if the Report is not
accurate the employee is required to complete an Employee Time Corrections Report
which shall be attached to the Report. The facilities are to ensure the signed Reports and
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any Employee Time Correction Reports are maintained in the employee’s official
timekeeping file.

Department officials stated the unintentional lack of oversight, staff shortages and
employees on vacation or leave of absence contributed to the discrepancies noted.

By not maintaining appropriate time records, the Department is not in compliance with
the Act. (Finding Code No. 11-29, 09-35)

RECOMMENDATION:

We recommend the Department remind supervisors and employees of the requirements
of Administrative Directive 01.02.02.170 to timely sign and maintain the Monthly
Attendance Records.

DEPARTMENT RESPONSE:

Agree. The Department will remind supervisors and employees of the requirements of
Administrative Directive 01.02.02.170 to timely sign and maintain the Monthly
Attendance Records.
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11-30 FINDING: (Lack of physical control over State property)

The Department of Human Services (Department) did not have adequate physical control
over or recordkeeping for State property.

As of June 30, 2011, the Department valued its State property at $220,826,000. During
testing of property and equipment at the Central Office and Department facilities, the
following discrepancies were noted:

Six of the 21 (29%) facilities tested, the property records did not agree with the
observed physical location or description of the equipment, totaling $10,078. For
example, at Jack Mabley Developmental Center, auditors noted 5 of 10 (50%) of the
equipment items observed, totaling $3,620, did not agree with the observed location
or description. In 6 instances, the Department was not able to provide support
verifying that items totaling $40,081 were either scrapped, surplused, transferred or
loaned to a different location.

Five of the 21 (24%) facilities tested, items physically observed were not recorded on
the respective location property listings, and the Department was not able to provide
support verifying the items were recently transferred or loaned to the location. At
William W. Fox Developmental Center, 7 of 25 (28%) of the equipment items tested
could not be traced from the physical asset to the inventory report. In addition, at
Clyde L. Choate Mental Health Center, 3 of 10 (30%) equipment items totaling
$3,291 could not be physically located. At the Central Office, 3 items could not be
located. At Jack Mabley Developmental Center, auditors noted 9 of 15 (60%)
equipment items, totaling $11,935, where the physical location observed did not trace
to the property records. In addition, at the Central Office there were seven instances
where inventory items were not on the inventory list provided.

Four of 21 (19%) facilities tested, inventory items were identified that did not have
inventory identification tags properly affixed. For example, at Elisabeth Ludeman
Developmental Center, 1 of 15 (7%) equipment transactions tested, the facility could
not provide adequate documentation for a State passenger van transaction. The
vehicle was valued at $16,989 and had no identification tag number. At the Central
Office, two items had no inventory identification tags.

Two of 21 (10%) facilities tested, auditors noted equipment transaction errors
resulting in overstatements of property and equipment totaling $270,450. In addition,
Ilinois School for the Deaf did not timely record an equipment transaction, which
resulted in an overstatement of $406. Jack Mabley Developmental Center had not
updated their Warehouse Control System records in order to identify the current
Property Control Coordinator.

Four of 21 (19%) facilities tested contained equipment items, totaling $90,210, which
appeared to be obsolete at the time of observation.
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¢ At Clyde L. Choate Mental Health Center, auditors noted deterioration of property
and equipment, including peeling paint, missing floor and ceiling tiles, and outdated
windows. In addition, auditors noted 459 old unused items consisting of typewriters,
desks, chairs, printers, computers, etc. totaling $241,474.

¢ At Jacksonville Mental Health and Developmental Center, auditors noted the facility
did not adequately maintain its buildings and grounds. During a tour of the facility,
auditors noted a significant amount of mold growth near a heater in a dining area in
the Bowen building which is utilized by residents and employees. Mold was also
found in recently vacated offices from the floor to the ceiling. Additionally, auditors
noted much of the ceiling, walls, and carpeting had water damage due to a leaky roof.

e At Elgin and Tinley Park Mental Health Centers, auditors noted severe deterioration
of buildings and grounds. At Elgin Mental Health Center, a water main failed in
February 2011 causing damage to the Medical Building which required emergency
repairs totaling $129,154. An x-ray machine valued at $9,443 was not in use by the
facility and should be transferred to CMS as surplus. A computer server valued at
$1,377 was being stored in a location where severe water damage occurred.

o At the Central Office, auditors were unable to locate a printer valued at $533,835.
Department personnel were unable to provide documentation at the time of physical
count. The auditors subsequently received documentation from the Department
verifying the item was transferred to CMS as surplus. The printer was not properly
tagged with a property control tag; therefore, the Department overlooked completing
the transfer documentation.

e At Elisabeth Ludeman Developmental Center, 11 of 12 (92%) equipment items
categorized as waiting for disposal did not trace to the property listing. As a result,
auditors were unable to determine their value.

e At Tinley Park Mental Health Center, auditors noted the facility incorrectly recorded
two permanent improvements to buildings, totaling $690,000, as repair and
maintenance expense when those costs should have been capitalized.

¢ At Elisabeth Ludeman Developmental Center, auditors noted the building in which
equipment property items are stored is not properly secure from possible theft.

The following exceptions were identified related to the Department’s process of deletions
to property records:

e In1 of 30 (3%) deletions tested, the Property Control Coordinator (PCC) did not
submit a CMS Request for Deletion from Inventory Form (Form IL 401-1353).
The Department’s Property Control Policy requires this form to be completed.
The lack of documenting the deletion was an oversight by the PCC.
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e In3 of 30 (10%) deletions tested, the Form (IL444-0701) was not properly
completed. The deletions, which totaled $6,107, were a result of a net transfer to
another State agency. According to the Department’s Property Control System,
this form must be completed for this type of deletion transaction.

The State Property Control Act (30 ILCS 605/4) requires every responsible officer of
State government to be accountable for the supervision, control, and inventory of all
items under their jurisdiction.

The Fiscal Control and Internal Auditing Act (30 ILCS 10/3001) requires all State
agencies shall establish and maintain a system, or systems, of internal fiscal and
administrative controls which shall provide assurance that funds, property, and other
assets and resources are safeguarded against waste, loss, unauthorized use and
misappropriation. Furthermore, it states that revenues, expenditures, and transfers of
assets, resources, or funds applicable to operations are properly recorded and accounted
for to permit the preparation of accounts and reliable financial statistical reports and to
maintain accountability over the State’s resources.

Department officials stated the deficiencies noted were as a result of human error, lack of
oversight, changes of personnel and untimely submission of corresponding paperwork.

Failure to properly control and record State property is non-compliance with the State
Property Control Act. In addition, failure to properly record State property can lead to
inaccurate financial information being reported. (Finding Code No. 11-30, 09-36, 07-14,
05-20)

RECOMMENDATION:

We recommend the Department comply with the State Property Control Act and
Department policies and procedures for State property control. Specifically, the
Department should place inventory decals on all State property, document and control
property movements, submit documents to the Property Control Unit timely for updates
to the property list, physically inspect State property periodically, and transfer unused
State property items to the Department warehouse. The Department should also
adequately maintain buildings and facilities to prevent further deterioration.

DEPARTMENT RESPONSE:

Agree. The Department will comply with the State Property Control Act and Department
policies and procedures for State property control to ensure adequate physical control
over or recordkeeping for State property.
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11-31 FINDING: (Failure to transfer surplus real property)

The Department of Human Services (Department) did not follow the required procedures
for surplus real property. The Department failed to transfer the Lincoln Developmental
Center (LDC) to the Department of Central Management Services (DCMS).

The Department ceased housing residents at LDC in August 2002. Although there was
no formal agreement, DCMS became responsible for LDC effective July 1, 2010.
However, the property is still recorded on the property records and in the financial
statements of the Department.

Auditors noted the following responses to inquiries and observations during a site visit at
LDC on January 13, 2012:

The Department has not used the property since August 2002.
The property includes 104 acres.
Twenty-four buildings were built prior to the 1980°s and 5 buildings were built
during 2006.
Nineteen of the 24 buildings (79%) are not being used by any State agency.
The Department does not use any of the buildings.

e Buildings are used by the Department of Corrections, Illinois State Police,
DCMS, and Illinois Correctional Industries.

e Several older buildings had water damage and evidence of mold.

e Three of the older buildings have substantial asbestos issues.

e Most of the older buildings were empty except for permanent fixtures related to
kitchen and restroom amenities.

e All first floor windows of the older buildings were boarded up to deter break-ins.

e Copper gutters had been stolen from the exterior of one building.

The Department was to retain custody of the property until the future use of the site was
determined. However, LDC is being used by several State agencies excluding the
Department. The Department incurred maintenance costs totaling $744 thousand and
$503 thousand during fiscal years 2009 and 2010, respectively. The Department did not
have an appropriation and did not spend anything during fiscal year 2011. DCMS is
managing the property and incurring the maintenance costs effective fiscal year 2011.
The net value of the property recorded in the Department's financial statements is $9.665
million which is net of $36.681 million of accumulated depreciation.

The Department is required by Rules (44 Ill. Adm. Code 5000 et seq.) to notify DCMS of
surplus real property and formally initiate the transfer of the property. The Rules (44 1.
Adm. Code 5000.700) define surplus real property as “any real property to which the
State holds fee simple title or lessor interest,...and for which there is no forseeable use by
that agency.” The Department is required to declare surplus property as soon as possible
(44 Tll. Adm. Code 5000.710 and 5000.730).
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The Department is required to execute a quitclaim deed conveying the property to the
State of Illinois and execute a Memorandum of Transfer form provided by DCMS (44 I11.
Adm. Code 5000.760). The Rules (44 Ill. Adm. Code 5000.770) go on to state:

“Surplus real property will normally be maintained by the transferor agency until
disposal. No surplus real property shall be transferred to DCMS control except with the
prior written approval of DCMS. Unless specifically waived, acceptance will be
conditioned upon the following:

a) Ability of DCMS to obtain an appropriation sufficient to prevent deterioration,

b) receipt of full legal description, title documents and building records,

c) proper and orderly shut-down of transferor agency operations, including payment
of all outstanding bills, removal of unwanted items of equipment and
commodities, removal of all trash and leaving premises clean."

The Department should have officially transferred the property to DCMS once DCMS
assumed custody and control. Since DCMS now controls the property, it would be more
appropriate for DCMS to report LDC on its property records.

Department officials stated this effort was initiated with DCMS. The Department will
continue to work with DCMS to initiate the Quit Deed from DHS to DCMS for the

Lincoln Developmental Center.

Failure to timely and properly transfer surplus property is non-compliance with the Rules
and leads to inaccurate financial information being reported. (Finding Code No. 11-31)

RECOMMENDATION:

We recommend the Department transfer LDC to DCMS to comply with the Rules
regarding acquisition, management and disposal of real property.

DEPARTMENT RESPONSE:

Agree. The Department will continue to work with DCMS to initiate the process of the
Quick Claim Deed from the Department of Human Services (DHS) to the Department of
Central Management Services (DCMS) for the Lincoln Developmental Center to ensure
compliance with the Rules regarding acquisition, management and disposal of real

property.
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11-32 FINDING: (Controls over telecommunication services and expenditures)

The Department of Human Services (Department) did not maintain adequate controls
over telecommunication services and expenditures.

During testing of detail billings for telephone and cell phone charges to determine if the
Department performed a timely review of the vendor invoices and monitored charges for
services and expenditures, auditors noted the following:

o In 6 0f 40 (15%) unusual telephone calls reviewed, auditors noted the Department
could not explain the nature of the phone call.

o In1 0f40 (2%) unusual telephone calls reviewed, auditors noted the call was personal
in nature, but since the employee is no longer employed by the Department, the
Department cannot recover costs associated with the call.

o At Jack Mabley Developmental Center, auditors noted the Center did not enforce its
policy with regard to review of telephone usage. The facility was unable to obtain
detail of telecommunications charge by extension since the facility switched its
telephone system in July 2009. As a result, it does not have the capability determine
unauthorized charges and seek reimbursement. In addition, telephone logs are not
maintained for all land lines to assist with the monitoring of telephone usage.

e At Jacksonville Mental Health and Developmental Center, auditors noted the Center
did not have the ability to monitor State telephone usage and therefore could not
determine if employees needed to reimburse the State for personal phone calls made
on State time. Further, auditors noted the condition of the telephone cables produce
hazardous working conditions. Center personnel explained the phone lines are
currently located in steam tunnels, and ongoing exposure to humidity has resulted in
deterioration and unpredictable outages in the Center’s telephone system.

The Department expended $593,280 and $938,580 for telecommunications services
during fiscal years 2011 and 2010, respectively.

The Department’s Administrative Directive 01.02.03.030 requires the head of a unit or
designee to review telephone bills for patterns of unusual charges or questionable
numbers. Any unauthorized charges are to be reconciled by (1) obtaining employee
payment for unauthorized calls, (2) explaining an incorrect billing, or (3) seeking
assistance from the Office of Business Service, Bureau of Administrative Services, for
telephone charges that cannot be reconciled.

The Fiscal Control and Internal Auditing Act (30 ILCS 10/1002) requires State agencies
to establish and maintain a system of internal fiscal and administrative controls to provide
assurance that funds, property, and other assets and resources are safeguarded against
waste, unauthorized use, and misappropriation which would include enforcing procedures
to review telephone usage. Good business practices require an agency to maintain
telephone logs on phones where there are multiple users or access to the phone is not
restricted. Telephone logs would assist agency in identifying misuse.
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Department officials stated the lack of staff oversight and outdated telephone system
which makes it difficult to track phone usage contributed to the deficiencies noted.

These weaknesses could lead to excessive or unnecessary expenditures for
telecommunications services. (Finding Code No. 11-32)

RECOMMENDATION:

We recommend the Department enforce procedures to ensure monitoring of
telecommunications charges and services, as well as adherence to Department guidelines
and policies.

DEPARTMENT RESPONSE:

Agree. The Department will enforce procedures to ensure monitoring of
telecommunications charges and services, as well as adherence to Department guidelines
and policies.
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11-33 FINDING: (Telephone calling cards and cell phones not cancelled on a timely basis)

The Department of Human Services (Department) is not canceling telephone calling
cards and cell phones on a timely basis when an employee retires, transfers, or otherwise
leaves the Department.

Twenty five telecommunications cancellation requests processed during the engagement
period were tested. Thirteen items (52%) were not cancelled in a timely manner ranging
from 9 to 270 days after the employee left the Department. Telecommunications records
were also noted as not being updated for changes in assignments of equipment, such as
cell phones and calling cards.

The Department requires a “Closeout/Exit Report and Personnel Termination/Transfer
Checklist” be completed by all employees prior to their separation. This form includes a
listing of various items the employee must turn in before leaving, including State
property. Once all applicable items are checked off, the form and the returned items are
verified by the employee’s supervisor and Property Control Coordinator. Additionally,
Department Administrative Directive 01.02.02.180 states, “...the appropriate Property
Control Coordinator who will forward a request as soon as possible (preferably within 48
hours and no later than 7 days) to DHS MIS staff on all telecommunication cancellations,
allowing MIS time to submit to the Bureau of Technical Services at CMS within 21 days
of notification of any situation that necessitates cancellation, along with a reason for the
cancellation or documentation as to why the device does not need to be cancelled.”

Department personnel stated the employees’ supervisors are not forwarding the proper
information to DHS MIS staff in a timely manner, resulting in delays in submitting
cancellation requests to CMS.

Failure to perform timely telecommunication device cancellations could result in misuse
of State funds due to possible abuse. Good internal control procedures dictate
Department telecommunication devices be cancelled whenever an employee terminates
to avoid future misuse of the device and adequate telecommunications records be
maintained. (Finding Code No. 11-33, 09-37)

RECOMMENDATION:

We recommend the Department remind employees to follow procedures and submit all
telephone calling card cancellation requests to the Property Control Coordinator
immediately upon notification of a situation that necessitates cancellation, along with a
reason for the cancellation, to ensure adequate documentation and timely compliance. In
addition, we recommend the Department maintain accurate and up to date records of
telecommunications devices in instances where devices have been transferred to other
employees.
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DEPARTMENT RESPONSE:

Agree. The Department will remind employees to follow procedures and submit all
telephone calling card cancellation requests to the Property Control Coordinator
immediately upon notification of a situation that necessitates cancellation, along with a
reason for the cancellation, to ensure adequate documentation and timely compliance. In
addition, the Department will enhance its process to maintain accurate and up to date
records of telecommunications devices in instances where devices have been transferred

to other employees.
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11-34 FINDING: (Inadequate records for State vehicles assigned to Department employees)

The Department of Human Services (Department) did not maintain adequate records for
Department owned vehicles.

During the engagement period, the Department had 553 vehicles, 15 of which were
specifically assigned to Department employees. The Department’s vehicle coordinator is
responsible for monitoring the fleet database, which tracks mileage and maintenance for
all Department vehicles.

Records for all 15 personally assigned vehicles were tested during the engagement
period. Auditors identified instances of failure to file required reports, inadequate vehicle
maintenance, and incomplete records.

Specific problems noted were as follows:

In 5 of 15 (33%) assigned vehicles tested, the employee did not perform regular
maintenance on the vehicle. For example, the mileage recorded in between oil
changes ranged from 7,000 to 22,000 miles. According to 44 Ill. Adm. Code
5040.400, “All state-owned....or leased vehicles which fall under this Part shall
undergo regular service and/or repair in order to maintain the vehicles in road worthy,
safe, operating condition and appropriate cosmetic condition. Driver should check oil,
coolant, and battery water levels (if possible) regularly, such as at each refueling.”
Furthermore, the Department’s Administrative Directive 01.05.05.070 states,
“Employees operating an assigned vehicle are responsible for the general
maintenance and upkeep of the assigned vehicle.” Good business practice dictates
vehicles be maintained to prevent excessive repair costs in the future. Failure to
adequately maintain vehicles can cost the State significant amounts in future years
through additional repair bills and shortened useful lives for vehicles.

In 5 of the 15 (33%) assigned vehicles tested, the employees failed to consistently file
the Quarterly Report of Commuting (form 11.444-4723). Three employees did not
file reports and two employees did not file reports in a timely manner. The IRS
considers the use of a personally assigned vehicle to be a fringe benefit when used for
commuting. According to DHS Administrative Directive 01.05.05.070, “A flat fee of
$3.00 per day is assessed for the commuting-use assigned vehicle for tax purposes.”
The form is also required to be filed with DHS Payroll “no later than the 15™ of the
month following the last month of the quarter.” For those employees who do not file
the report, they will be charged “for the entire quarter that the report was not
received.”

In 14 of 15 (93%) assigned vehicles tested, the employee did not meet the minimum-
usage requirement of 1,500 miles per month, as required by the Illinois
Administrative Code (Title 44, Subtitle D, Chapter I, part 5040, Section 5040.270).
The Code states, “New and leased general purpose passenger vehicles are to be used a
minimum of 1,500 miles per month.”
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One employee submitted claims for mileage reimbursement even though he had been
issued a personally assigned State vehicle. The employee was reimbursed for
mileage totaling $946. Department personnel could not explain why the individual
did not use his State vehicle and Department records did not indicate the State vehicle
was being repaired.

In 1 of 15 (7%) assigned vehicles tested, the Agency did not report the name of the
assignee to CMS. The Illinois Administrative Code (Title 44, Subtitle D, Chapter I,
part 5040, Section 5040.340) states, “Agencies will be required to report to DCMS
annually and when changes occur the names of each employee assigned a vehicle, the
equipment number and license plate number of the assigned vehicle, employee’s
headquarters, and residence.”

In 1 of 15 (7%) assigned vehicles tested, the Department did not have monthly
vehicle logs on hand for one employee for 6 months. Monthly vehicle logs contain
information involving the employee’s use of the vehicle, such as mileage driven,
maintenance performed, and costs which were reimbursed. Since the Department did
not have the monthly vehicle logs on file, the auditors were unable to test the
reimbursements the employee submitted during the period.

Similar weaknesses were reported at the Department in the previous three reports. An
analysis summarizing the exceptions identified in the current and past two reports is
noted in the following table:

Two Years Ending June 30,

Exceptions in Testing Assigned Vehicles 2011 2009 2007

Vehicle database was missing or had incorrect information X
License and insurance coverage certification not filed
Database lacked information on vehicle in an accident
Employee assigned a vehicle was paid for mileage X X
License number for vehicle expense did not agree to listing
No vehicle identification documented for vehicle expense
No policy to ensure assigned vehicles properly maintained
Employees failed to perform regular maintenance
Quarterly Report of Commuting was not properly filed
Employees failed to meet minimum mileage requirements
Failure to report assignee to CMS

Missing Monthly Vehicle logs

K XX XX

R e Rk ole

The Illinois Administrative Code (Title 44, Subtitle D, Chapter 1, and Part 5040) outlines
general procedures regarding State vehicles including acquisition, use, maintenance, and
other miscellaneous areas relating to State vehicles. In addition, the Department should
follow guidance provided by the Department of Central Management Services related to
vehicles.
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Department officials stated the unintentional lack of oversight by staff and failure to file
required reports contributed to deficiencies noted.

Complete and accurate information is critical to effectively manage the Department’s
fleet of vehicles. Good business practice requires the Department have a system in place
to provide the vehicle coordinator with the proper information needed to monitor the
Department’s vehicles ensuring the vehicle fleet is properly maintained. The Department
should establish and enforce procedures related to the operation of automobiles in
accordance with the Illinois Administrative Code. (Finding Code No. 11-34, 09-38, 07-
25, 05-21, 03-21)

RECOMMENDATION:
We recommend the Department maintain adequate records for Department owned vehicles.
Further, the Department should monitor the assignment of vehicles and ensure all required

forms are obtained on a timely basis.

DEPARTMENT RESPONSE:

Agree. The Department will enhance its process to maintain adequate records for
Department owned vehicles and monitor the assignment of vehicles to ensure all required
forms are obtained on a timely basis.
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11-35 FINDING: (Contingency planning weaknesses)

The Department of Human Services (Department) had not ensured adequate planning for
the recovery of its applications and data. In particular, acceptable disaster recovery
capabilities did not exist to ensure that critical computer systems (integral to ensuring the
safety and well-being of its clients) could be recovered within the required timeframe.

The Department relies on Information Technology for carrying out its daily operations,
and had identified four computer systems (Unit Dose, Clinical Lab, Clinica<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>