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Members of the Legislative Audit Committee:

Thisreport contains the results of the performance audit of the foster care programin
the Colorado Department of Human Services. The audit was conducted pursuant to Section 2-
3-116, C.R.S., whichrequiresthe State Auditor to conduct a performance and financial audit
of the State’s foster care program. The report presents our findings, conclusions, and
recommendations, and the responses of the Department of Human Services.
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JOANNE HILL, CPA
State Auditor

Foster Care Program
Department of Human Services
Performance Audit, June 2002

Authority, Purpose, and Scope

The audit of thefoster care program was conducted under theauthority of Section2-3-116, C.R.S,,
whichrequiresthe State Auditor to conduct a performance and financial audit of the State’ sfoster
care program. The audit was conducted in accordance with generally accepted government
auditing standards. Audit work was performed from January 2002 to May 2002.

Thisreport containsfindingsand 23 recommendationsfor improving thefoster care program. We
wouldlike to acknowledge the efforts and assistance extended by management and staff from the
Colorado Department of Human Services, county departments of human/social services, child
welfare advocacy groups, and private child placement agencies (CPAS). The following summary
provides highlights of audit comments, recommendations, and responses contained in the report.

Safety of Children in Foster Care

The primary goal of Colorado’ sfoster care programisto ensurethe safety, permanency, and wel |-
being of vulnerable children placed in foster homes. Most of these children have been abused
and/or neglected by their parents or other caretakers and are placed in foster care to ensure their
well-being. During the audit, we evaluated the Department’ s efforts to protect children in the
foster care system. We identified a number of problems with the Department’s oversight of
children’s safety in foster care. Specifically:

» Colorado did not meet the national benchmarksfor two of six outcome measures reported
to the U.S. Department of Health and Human Services. These two outcome measures
include rates of abuse and neglect incidents in foster care and reentry into foster care
within 12 months of aprior foster care episode. Although the Department has made some
efforts to address abuse/neglect and reentry outcomes, we believe the Department should
take a more proactive role in addressing the high rates for these two measures.

» The Department can improveinvestigations of foster care abuse and neglect incidents. The
Department should (1) ensure that CPAs are reporting all critical incidents to department
staff in atimely manner, (2) ensure that all investigations conducted on abuse and neglect
incidents in foster care are completed within the prescribed time frames, and (3)
streamline its process for tracking referrals and investigations.

For further information on thisreport, contact the Office of the State Auditor at (303) 869-2800.

-1-



SUMMARY

2

Foster Care Program Department of Human Services Performance Audit - June 2002

The Central Registry of Child Protection is not an effective screening tool in ensuring
that prospective foster parents do not have histories of abuse or neglect in Colorado.
We identified 43 cases where confirmed abuse or neglect incidents occurring within
foster homeswere not listed in the Central Registry. We also identified 5 foster care
providers listed on the Central Registry in 1999 and 2000 who were still providing
foster care for CPAs in State Fiscal Year 2001 and 10 certified providers with
confirmed incidents of abuse or neglect who were not listed on the Central Registry
during this time period.

Some foster care providerstransfer from one licensing authority to another and either
they do not report all previous agenciesthat certified them to the current agency or the
current certifying agencies do not adequately conduct reference checks with the
previous agencies.

Some CPAs in our sample certified family members of directors or owners as foster
care providers. We noted potential safety issues with these situations, including the
possibility that CPA staff may have biased conclusionson safety issuesrel ated to these
homes and that the CPA may give preferential treatment to therelated party. Currently
statutes and regulations do not prohibit counties or CPAs from certifying family
members of directors/owners and staff.

Some CPA owners or directors or their immediate family leased properties to foster
care providers. These lease arrangements present various safety concerns, such as
CPAs may be less likely to close a foster care home where the property is owned by
a staff member because the foster care provider is a tenant who is guaranteed to pay
rent. Currently statutes and regulations do not prohibit CPA directors, owners, staff,
board members, or their immediate family from leasing properties to foster care
providers.

A CPA in our sample violated state requirements, but the department staff failed to
identify these violations during licensing visits. Some of the violations included
excessive use of respite care, conflict-of-interest situations, wage violations, lack of
financial resources by certified foster care providers, over capacity issues in foster
homes, and inadequate staffing ratios.

A majority of the counties in our sample do not review family assessments and
background checks of foster parents certified by CPAs caring for children in the
counties’ custody. By reviewing family assessments and background checks, counties
can better ensure that children in their custody are safe.
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* The Department provides minimal oversight of county processes for recruiting,
training, certifying, and monitoring foster care providers.

Financial Activities of Child Placement Agencies

As part of the audit, we evaluated the financial activities of 10 CPAsthat provided foster care
services in Calendar Year 2001. Overall, we questioned more than $1.1 million in
expendituresincurred by six of these CPAsin Calendar Y ear 2001. Specific questioned costs
include:

e Morethan $355,000 in payments for properties owned by CPA directors, owners, or
founders or their immediate family.

* Nearly $370,000 in management fees made by a nonprofit CPA to arelated for-profit
corporation.

* Nearly $85,000 in payments made by a for-profit CPA to the owner’s immediate
family.

» About $130,000 in expenditures that appeared to be used for personal purchases.

* More than $80,000 in payments to one foster care provider that were intended for
children in the care of two other foster care providers.

e Morethan $80,000in questioned payments madeto employeesand contracted |aborers
for wages, bonuses, and reimbursements.

We found that the Department provides no oversight of, or accountability over, the financial
activities of CPAs. Further, wefound that the rate-setting approaches used by the Department
and counties to set administrative rates paidto CPAsisflawed. Administrativeratesoften do
not reflect CPAS' cost experiences.

Costsof Care

Inan effort to comply with arecent statutory requirement to compare CPA expenditureswith
county expenditures, the Department is currently modifying two of its automated databases.
However, we believe the methodol ogy that the Department plans to useto track and compare
these costs will not capture total foster care program costs incurred at the county or
department level. Further, we found that the Department and counties do not know how much
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of the funds paid to CPAs are passed on to their certified providers. These problems were
noted in our 1998 audit report of the Division of Child Welfare Services.

Additionally, we found that the Department is not claiming all federal reimbursements
available to the State. We estimatethat at |east $2.6 million in federal funding availableto the
State was not captured in Calendar Y ear 2001.

Redesigning the Foster Care Program

Overall, we found that due to alack of accountability and oversight of county and CPA foster
care activities, Colorado’ s program does not ensure the safety and well-being of children in
the system. Weidentified three primary problem areas within Colorado’ s system, including:

» The Department’soversight. Management and accountability issues are pervasive.
For instance, the Department does not ensure that funds paid to CPAs are actually used
to benefit children in the system nor does the Department effectively monitor CPAS’
and counties’ activities related to ensuring the safety of children in the system.

* Program requirements. As a result of the Foster Care Interim Committee, the
General Assembly passed two bills(Senate Bills01-012 and 01-014) during the 2001
Legislative Session that address some of the safety issues related to CPAs. Some of
the provisionsin these billsincluded: (1) directing the Department to compare child
placement agency expenditures for foster care to county expenditures; (2) requiring
annual recertification of foster care homes beginning July 1, 2002, or when TRAILS
enhancements areimplemented; and (3) requiring county departments of human/social
services to remove a foster child from a foster home if the child's safety is
immediately and directly threatened. Additionally, the Department implemented
emergency regulationsin September 2000 in response to issuesraised by the Interim
Foster Care Committee. Some of the changes included:

— Allowing county departments of human/social services to review written family
assessments and background checks of foster parents prior to placing children in
CPA certified foster homes.

— Requiring that background and Central Registry checksare conducted and reviewed
for all individuals 18 years of age or older entering the home with the intent of
residing in the home or providing caretaker services prior to placement of a child
in the home.
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— Standardizing the family assessments completed by counties and CPAs.

— Standardizing the CPA foster parent applications making them the same as county
applications.

— Requiring astatement to beincluded in CPA applicationsfor certification of foster
homes that states that “any applicant who knowingly or willfully makes a false
statement of any material fact or thing in this application isguilty of perjury inthe
second degreeasdefinedin Section 18-8-503, C.R.S., and, upon convictionthereof,
shall be punished accordingly.”

Inaddition to these modifications, more changesin statutes and regul ations are needed.
For instance, state statutes and regulations could provide provisionsthat adopt federal
spending requirements.

* Theuseof CPAs. While CPAs can serve an important role in the State’s foster care
program, the quality of care provided by some of these agencies is lacking, and the
CPAs are not held accountable for their fiscal actions. Because of the ongoing issues
with the use of CPAs for foster care, we believe their use should be challenged.

A summary of the recommendations and the Department’ s responses can be found in the
Recommendation Locator on the following page. Our complete audit findings and
recommendations and the responses of the Department of Human Services can befound inthe
body of the audit report.



RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency | mplementation
No. No. Summary Addressed Response Date
1 22 Develop and implement a plan to lower abuse and neglect Department of Agree July 1, 2003
incidents and foster care reentry rates. Human Services
2 27 Ensurethat all child placement agencies(CPAS) properly report Department of Agree January 1, 2003
critical incidents. Human Services
3 28 Ensure that county departments conduct Stage | investigations Department of Agree September 1, 2002
and submit reports to the Department in a timely manner. Human Services
4 29 Ensure that the Department conducts Stage Il investigationsin Department of Agree August 1, 2002
atimely manner. Human Services
5 32 Improve how information rel ated to abuse and neglect referrals Department of Agree Fiscal Year 2005
and investigations is tracked. Human Services
6 34 Identify foster care providers with founded Stage | Department of Agree October 1, 2002
investigations who are not listed on the Central Registry and Human Services
determineif theseindividuals should be placed on the Registry.
7 36 Evaluate how the Central Registry should be used when Department of Agree January 1, 2003
certifying foster care providers. Human Services
8 39 Ensure that prospective foster parents are properly screened Department of Agree September 1, 2002

before being certified.

Human Services




RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency | mplementation
No. No. Summary Addressed Response Date

9 41 Propose statutory changes that prohibit family members of Department of Agree July 1, 2003
CPAs and county departments from being certified as foster Human Services
care providers of the related agency.

10 42 Propose changes in state statute and/or department regulations Department of Agree July 1, 2003
that prohibit CPA owners, directors, staff, and board members Human Services
as well as their family members from leasing properties to
foster parents.

11 46 Ensure that CPAs are complying with program requirements Department of Agree January 1, 2003
related to quality-of -care issues. Human Services

12 48 Ensure that county departmentsreview family assessments and Department of Agree July 1, 2003
background checks on foster care providers certified by CPAs Human Services
where they placed children.

13 50 Ensure that county departments are properly monitored. Department of Partially Agree July 1, 2003

Human Services

14 53 Work to achieve a greater degree of accountability related to Department of Agree June 30, 2003
M edi caid-reimbursable case management servicesprovided by Human Services
CPAs.

15 68 Ensurethat all CPAsaremeeting stateand federal requirements Department of Partially Agree December 31, 2003

related to how public foster care funds can be spent.

Human Services




RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency | mplementation
No. No. Summary Addressed Response Date
16 74 Ensure that counties pay CPAs a reasonable level of Department of Partially Agree July 1, 2003
compensation based upon individual cost experiences. Human Services
17 79 Ensure that cost compari sons made between county foster care Department of Partially Agree July 1, 2003
programs and CPA programs include comparable activities. Human Services
18 82 Compare county and CPA payments to their certified foster Department of Partially Agree July 1, 2003
care providers on an annual basis. Human Services
19 84 Ensure that the Department submits reimbursement claimsthat Department of Agree January 1, 2003
include all federa Title IV-E funds available to the State. Human Services
20 85 Ensurethat counties' placement and dataentry processesresult Department of Partially Agree January 1, 2003
in the Department’s accessing all federal Title IV-E funds Human Services
available to the State.
21 0 Establish specific outcome measures for the foster care Department of Partially Agree Ongoing
program. Human Services
22 93 Propose changesin state statutes and department regul ationsto Department of Agree July 1, 2004
address gaps in requirements related to safety and financial Human Services
iSsues.
23 95 Work with the General Assembly to identify and implement Department of Partially Agree January 1, 2003

alternatives for restructuring Colorado’ s foster care program.

Human Services
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Overview of Colorado’'s
Foster Care Program

Colorado's foster care program provides temporary and long-term carefor childrenwho
are placed outside of their homes for protection or who are in conflict with their families
or communities. Federd, state, and loca governments are involved in foster care in
Colorado. The Department of Human Services overseesthefoster care program; the 64
Colorado countiesadminister theindividud programs, and the Adminigtration for Children
and Familiesin the U.S. Department of Hedlth and Human Services provides funds for
rembursement of cogtsfor certain eigible children and goals for program outcomes. For
purposes of this audit, “foster care’ includes family foster care, specidized group care,
kinship care, and recelving homes.

Colorado Department of Human Services

The Department is responsible for overseeing foster care in Colorado. As such, it
promulgates regulations, provides training, licenses child placement agencies, provides
technical assistance to counties, monitors outcomes, and prepares statewide reports.
Three divisons within the Department are primarily involved in the foster care program:

* The Divison of Child Welfare Services provides funding and date saff to
oversee programs intended to protect children from harm and assigt families in
caring for and protecting their children. In Fiscal Year 2002 the Generd
Assembly appropriated about $334.3 million and 42 FTE to Child Wdfare
Services. This gppropriation included $278.2 million digtributed to county
departments of humar/socia services for child wefare activities (including foster
care), $53.9 for other child welfare programs (i.e., independent living, expedited
permanency planning, Promoting Safe and Stable Families, core services, and the
Centrd Regigtry), and $2.2 million for administration.

* The Adminigtrative Review Division monitors county departments child
welfare activities and facilitates communication between the State and counties.
The Genera Assembly appropriated about $2.2 million and 31 FTE to the
DivisoninFisca Year 2002. According to Adminigtrative Review Divison gaff,
24 FTE are assigned to review children in out-of-home placements.
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* The Divison of Child Care is respongble for ingpecting, licensang, and
monitoring child placement agencies that provide foster care services as wdll as
other child care servicesinthe State. In Caendar Y ear 2001, 61 child placement
agencies received payments for foster care services and were licensed by the
Divisonof Child Care. The General Assembly agppropriated about $77.1 million
and 60.5 FTE to the Division in Fisca Year 2002. Of this amount, $65 million
was dlocated to the Child Care Assistance Program, $6.4 million for child care
grants to county departments and the pilot program for Community Consolidated
Child Care Services, and $5.7 million for adminitration. Further, as part of the
Divison of Child Care's appropriation, 8 FTE, including 6 monitors, were
assigned to the Division's 24-Hour Monitoring Unit. The Unit was created by the
Generd Assambly inlate 1999 and is respongble for monitoring and investigeting
problems a 24-hour facilities licensed by the Department (i.e., child placement
agencies, Yoecidized group homes, resdentia child care facilities, and resdentid
treatment centers).

Colorado Counties

The 64 Colorado countiesare responsiblefor the day-to-day administration of foster care.

When achildisinitidly removed from his or her home, the courts often give temporary
custody of the child to the department of humar/socia serviceslocated inthe county where
the child resides. The county department isresponsiblefor finding and placing the child in
the most appropriate and least redtrictive setting, which is often a family foster home.
County departments can place children in foster homes certified by the county or by
private child placement agencies (CPAS). Child placement agencies recruit and certify
their own fogter families

U.S. Department of Health and Human Services

The Adminigration for Children and Familiesinthe U.S. Department of Hedlth and Human
Searvices a0 establishes regulations for foster care through Titles IV-B and IV-E of the
federa Socid Security Act and through the federd Adoption and Safe Families Act.
Federal funding for foster careis provided through TitlesIV-E and 1V-B and the Title XX
Socid Services Block Grant.

Title IV-E of the Socia Security Act provides funds for states to assst with the costs of
foster care maintenance for digible children; administrative cogts to manage the program;
and training for aff, foster parents, and private agency dtaff. The Title IV-E program is
an open-ended entitlement program. Federd financid participation in state expenditures
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for foster care maintenance is provided at the Medicaid match rate for medica assistance
payments, which varies among states from 50 percent to 77 percent, dependent on the
date’ s average income level. Colorado’ smatch rateis 50 percent. Monthly paymentsto
families and ingtitutions made on behdf of fogter children dso vary from sate to Sate.
Federd financid participation is made at a 50 percent matich rate for Sate administrative
expenditures and at a 75 percent rate for state training expenditures.

In State Fiscal Year 2001 Colorado received nearly $24 million in federa funding from
various sources (e.g., TitlelV-E program, Title XX Socid ServicesBlock Grant, and Title
|V -B program) for out-of-homeplacements. Out-of-home placementsincludefoster care,
resdentia child care facilities, and residential trestment centers. As discussed earlier,
fogter care homes, the focus of this report, include family foster care, specidized group
care, kinship care, and receiving homes, and typicaly provide the least redtrictive level of
cae. The Depatment cannot provide information on the amount of federa funding that
isdirectly related to foster care, as defined in our audit. The Department only tracksthis
information in the aggregate for dl out-of-home placements.

The Adminigration for Children and Families collects data from states to determine
outcomes, as discussed in Chapter 1.

Foster Care Placements

InState Fisca Y ear 2000 the monthly average number of children served inthefoster care
program was about 5,600. (More recent data, i.e., State Fiscal Year 2001, are not
avalable dueto problemswith the Department’ snew automeated child welfaremanagement
system, TRAILS)

Whilethe dtatisticsfor foster caredoneare not available, the Department provided uswith
data showing that 13,045 children were served in out-of-home placement settings in
Colorado in Federd Fiscal Y ear 2000. Of these children, about 5,500 (42 percent) were
discharged from the child welfare sysem. The median length of stay for these children
was 12 months. (Morerecent dataare not available dueto problemswith TRAILS.) The
amount of time children remain in the system varies based upon the circumstances of the
children and their families. One factor that may affect the amount of timethe childisinthe
systemisthe type of permanency god developed for the child. According to state statutes
and department regulations, county departments of humarysocia services must prepare a
permanency plan for each child in out-of-home placement and submit the plan to the court
prior to the permanency hearing scheduled for the child. The plan includesthe permanency
god (s) developed for the child, which may include one or more of the following:
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* Reunification with the child’s parent(s) or guardian.
*  Permanent placement with are ative through adoption, guardianship, or permanent

custody.

* Adoption (non-relative).
* Legd guardianship/permanent custody (non-relative).

*  Other planned permanent living arrangements, such as long-term foster care and

emancipation.

As the table below shows, the median length of stay varied based upon the type of
permanency goa established and achieved for the children.

Number of Children
Discharged from Out-

Length of Stay for Children By Permanency Goal Achieved
in Federal Fiscal Year 2000

Median Months
to Dischar gefrom Out-

Permanency Goal of-Home Placements? of-Home Placements
Reunification/r dative placement 3,923 21
Adoption 173 216
Guardianship 73 8.6
Other 2 887 6.8
Missing dischargereason * 420 251
Missing date of latest removal or date
error * 36 NA

Human Services.

etc.).

was not available.

Sour ce: Statewide Assessment for Colorado (April 2002) prepared by the Department of

1 The number of children discharged includes children in out-of-home placements (i.e., family
foster homes, group homes, residential treatment centers, residential child care facilities,

2 The*“other” category includes long-term foster care, emancipation, permanency goals not
yet established, and missing goal information.
8 Thiscategory includes cases where the reason for discharge (e.g., reunification, adoption)

4 According to the Department, dates necessary for calculation of length of timein care for
these children are chronologically incorrect. Asaresult, the median monthsto discharge
from out-of-home placements could not be determined.
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Funding for Colorado’s Program

The Generd Assembly appropriates funding for foster care through the Child Welfare
Block Grant. Section 26-5-103.5, C.R.S,, established the Child Welfare Allocation
Committee to consist of “eight members, four of whom shall be gppointed by a statewide
associationof countiesand four of whom shal be appointed by the state department.” The
Committee determines how funding should be distributed among the counties. The
Committee created an alocation formulathat is based upon certain factors, such as child
welfare and out-of-home placement caseloads and costs. State statutes give counties
flexibility in gpending their child welfare funds.

Although data are not available on the total funding and expenditures for foster care,
informationisavailable on paymentsfor the maintenance of the children and paymentsfrom
the counties to the CPAs. As the following table shows, expenditures for foster care
mai ntenance payments and child placement agencies increased 10 percent from State
Fiscal Year 1997 to State Fisca Year 2000, while the average number of foster care
children served each month decreased by 2 percent. Foster care administrative costs at
the county and department levels are not available because they are not tracked.
Additiondly, State Fiscal 'Y ear 2000 data on expenditures and number of children arethe
most recent data available due to problems with the TRAILS.
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Monthly Average Number of Children and Annual
Foster Care Maintenance and Child Placement Agency Expenditures
State Fiscal Years 1997 to 2000

Average Number of Annual Foster Care
Children Served Maintenance and CPA
State Fiscal Year Monthly Costs
1997 5722 $54,444,298
1998 5,895 $54,740,056
1999 6,199 $56,668,759
2000 5,609 $60,075,738
Percent Change From 0 o
1997 to 2000 2.0% decrease 10.3% increase

Sour ce: Office of the State Auditor's analysis of out-of-home placement expenditure data
provided by the Department of Human Services.

Note:  Figureson the average number of children served monthly and the annual foster care
maintenance and CPA costsinclude placements in family foster care, specialized
group care, kinship care, and receiving homes.

Mogt children in foster care are digible for funding under the state/county program and
Medicaid. However, specific digibility criteria exist for the federd Title IV-E program.
To be digible for the Title IV-E program, a child must meet both of the following
conditions.

» The child must be placed in foster care either by a court order or through a
voluntary placement agreement. For court-ordered placements, there must be
judicid determinations that “remova from the homeisinthe child' sbest interests’
and that “reasonable efforts to prevent the child's remova from the home have
been made.” For voluntary placements, there must be a judicid determination
within 180 days of the child’ s placement in foster care that “ continuation in out-of -
home placement isin the child's best interest.”

*  Thechild must be determined eigiblefor Aid to Familieswith Dependent Children
(AFDC) in accordance with the July 16, 1996, regulations.

The State is not digible for Title IV-E reimbursements for foster care maintenance
payments for children placed with for-profit child placement agencies. In Caendar Y ear
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2000 more than 50 percent of the children served in foster care were digible for the Title
IV-E program.

Foster Carelnterim Committee

Following aseriesof articlespublished in aDenver newspaper in May 2000, the Executive
Committee of the Legidative Council created the Foster Care Interim Committee on June
1, 2000. This Committee was established to thoroughly examine the foster care system
in Colorado and to develop any legidative or regulatory changes necessary to improvethe
system. It received testimony addressing child safety, the structure of the foster care
gystem in the State, and the oversight and monitoring of child placement agencies.
Committee members aso discussed the authority of the Department of Human Services
and the respective roles of county departments of humarn/socid services.

The Committee recommended nine billsfor consderation in the 2001 L egidative Sesson.
Many of the provisons in these nine hills were eventudly incorporated into two bills
(Senate Bills01-012 and 01-014), which were passed by the General Assembly. Among
other provisons, these two hills:

*  Prescribe the minimum hours of training required for foster parents.

» Direct the Department to compare child placement agency expendituresfor foster
care with county expenditures.

* Require annud recertification of foster care homes beginning July 1, 2002, or
when TRAILS enhancements are implemented.

*  Authorize the Department to require acounty department to remove afoster child
if the child's sefety isimmediatdy and directly threatened.

* Requirethe Office of the State Auditor to conduct an audit of the State foster care
program by August 1, 2002.
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Protecting the Safety of Children in
Foster Care

Chapter 1

Background

The primary god of Colorado's foster care program is to ensure the safety, permanency,
and well-being of the vulnerable children placed in foster homes. Most of these children
have been abused and/or neglected by their parents or other caretakers and are placed in
foster care to ensure their well-being. Colorado, like other states, isrequired to submit a
statewide plan and report safety-related outcomes of foster care to the U.S. Department
of Health and Human Services. According to federa requirements, “ states, not counties,
are ultimatdy responshle and held accountable for compliance with date plan
requirements.”

Controls over the safety of foster children thet the audit focused oninclude: (1) certifying
foster care providers; (2) monitoring providers and foster children; and (3) enforcing state
regulations. As discussed in the Overview section, Colorado foster care providers are
certified either by counties or by private child placement agencies (CPAS). Colorado
Department of Human Services regulations require that prospective foster care providers
meet certain guiddinesin order to provide foster care. For example, applicants must be
a least 21 years old. They are subject to crimina background checks againgt the
Colorado Bureau of Investigation database and are also screened for past child abuse or
neglect through the Central Registry of Child Protection. The Department also conducts
comparison searches of al applicants on the State Judicia Department’s Integrated
Colorado Online Network (ICON) system. ICON contains data on dispositions of court
proceedings. Further, counties and CPAs are required to conduct family assessmentson
prospective foster parents. Family assessments determine the character and suitability of
the applicant(s), the appropriateness of the home, and child carepractices. Additiondly,
prospective foster parents must have sufficient financia resourcesto “ assurethat the home
where the care is provided is maintained in safe repair and in conformity with sandards
and that the requirements of these [Family Foster Care] regulations can be fulfilled.”
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Department regulationsrequire countiesand CPAseach to monitor thefamily foster homes
they have certified. The Divison of Child Care monitors the CPAs through periodic
ingpections by its licenang specidists and through intensve reviews by its 24-Hour
Monitoring Unit. Monitoring aso includes investigations of problems or complaints. As
discussed in more detall later, both counties and the Department conduct investigations of
problems and complaints. Since counties generdly have legd custody of foster care
children, they are dso required to ensure the safety of the children through monthly face-
to-face meetings with the children, whether children are in a county- or CPA-certified
foster home.

Counties, CPASs, and the State can take enforcement actions when problems occur. For
instance, counties and CPAs can suspend or revokethe certification of afamily foster care
home or issue a probationary certificate. Further, the Department can cite violations to a
CPA through reports of ingpection and increased monitoring of the CPA. If these efforts
are unsuccessful and the CPA continues to violate licenang regulations, the Department
canimposefinancid sanctionsagaing the CPA and/or takenegativelicensng action againgt
the CPA. Negativelicensang may includerevoking or suspending thelicenseor placing the
CPA on probationary status. Since the establishment of the 24-Hour Monitoring Unit in
late 1999, the Department hastaken disciplinary actionsagainst eight CPAs. Four of these
eght were in our sample of 10 CPAs. The Department took negative licensng action
againg three and imposed a$5,000 fineon one. Beforethe 24-Hour Monitoring Unit was
created, the Department had taken disciplinary action against only one CPA.

| mprove Outcomes

We reviewed outcomes for out-of-home placements that the Department reported to the
U.S. Department of Health and Human Servicesin April 2002. The U.S. Department of
Hedth and Human Services developed “national standards’ or benchmarks for six
outcome measuresto “ establish astructurefor assessing State performance under the CFS
[Child and Family Services] review process.” The U.S. Department of Health and Human
Services plans to collect and use the benchmark data to encourage states to measure and
improve their servicesto foster care children. We found that although Colorado exceeded
nationad benchmarks for four of sx reported outcomes, the State did not meet the
benchmarks in two areas. abuse and neglect occurring in fogter care homes and child
reentry into foster care. Abuse and neglect conssts of incidents such as physica or sexud
abuse, lack of supervison, deprivation of necessities, educationa neglect, and failure to
protect. Foster carereentries occur when children who leavethefoster care system return
within one year.
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Asthetable on the next page shows, abuse and neglect incidentsfor childrenin foster care
in Colorado haveincreased over the last three years, from 0.30 percent in Federa Fisca
Year 1998 to 0.73 percent in Federal Fisca Y ear 2000, the most recent time period the
data are available. The nationa benchmark for this outcome measure is 0.57 percent
which meansthat of “dl childrenin foster carein the state during the period under review,
0.57 percent or fewer were the subject of substantiated or indicated matreatment by a
foster parent or facility staff member.” In other words, to meet the benchmark, fewer than
6 out of 1,000 foster care children should have been abused.

Additiordly, foster care reentry rates have been sgnificantly higher than the nationd
benchmark for the last three years, ranging between 18 and 20 percent during this time.
The nationd benchmark for this outcome is 8.6 percent, which meansthat of “al children
who entered foster care during the year under review, 8.6 percent or fewer reentered
fogter care within 12 months of aprior foster careepisode.” In other words, out of 1,000
foster care children, no more than 86 should reenter foster care within one year of leaving
the system.

Colorado's Outcome Measures for Abuse and Neglect
Incidents and Reentry Ratesin Foster Care
Federal Fiscal Years 1998 Through 2000

OutcomeMeasure FFY 1998 FFY 1999 FFY 2000 | National Benchmark

Abuse and Neglect
Incidentsin Foster Care 0.30% 0.46% 0.73% 057%

Reentry Ratesin Foster
Care 18.3% 20.0% 19.3% 8.6%

Source; Office of the State Auditor's analysis of foster care outcome data provided by the
Department of Human Services.

The Department currently collects some information on abuse and neglect incidents in
foster care. Specificdly, the Department maintains data reported by county child
protection services units on the abuse and neglect referrds (e.g., complaints) they receive
each month. However, due to the way this information is reported, we were unable to
determine the number of investigated referra sthat occurred whileachild wasinfoster care
for each county. According to interviews with county representatives, the counties only
track abuse and neglect referrdsin the aggregate and do not categorize the data by foster
care or non-foster care. In addition, the Department has collected information on foster
care reentry rates for the 10 largest counties in the State. Through our andysis of the
information, we found that reentry rates vary among the 10 largest counties, ranging from
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11 to 28 percent in Federd Fiscal Year 2000. The data dso indicate that reentry rates
from some counties have sgnificantly increased in recent years. For instance, the rate for
one county increased from 17 percent in Federa Fiscal Year 1998 to 28 percent in
Federal Fiscal Year 2000.

The Department has made efforts to address abuse and neglect and reentry outcomes.
Specificdly, the Department conducted a study on foster care reentry rates in October
2001, that andyzed foster care reentry satistics. However, this study did not specificaly
identify how the Department will addressthese high rates. The Department also provided
training sessons related to abuse and neglect issues. Additiondly, the Department plans
to work with two committees established for other child welfare issuesto further evauate
foster care reentry rates. Further, the Department convened the Child Family Services
Review Stakeholders Committeein June 2001 to review the state child and family services
programs and ensure compliance with the state plan requirements in federd Titles IV-B
and IV-E of the Socid Security Act. One of the issues examined by this committee was
the factors contributing to Colorado’ s high foster care reentry rates.

We believe the Department should take amore proactive rolein addressing the high rates
for these two measures. Department staff should evauate outcomes for each county to
identify which counties have higher and lower rates. The Department should aso
determine which practices at the countieswith the highest and the lowest rates are affecting
the outcomes. For instance, large percentages of abuse and neglect referralsat aparticular
county could indicate inadequate screening or training of foster parents.  Further, a high
rate of reentry could indicate that a county and/or court system acted too quickly in
returning the child to the home or that the supports and servicesin place for the child and
the family wereinsufficient or not fully accessed. The Department should identify counties
that may pose safety risks to children based on these outcomes and focus on providing
technica assstance to correct these problems. The Department should dso use this
information to identify best practices and share this information with other counties.

Because ensuring the sefety of childrenisafundamental god of foster care, the Department
should strengthen its evauation of the information currently being collected to identify
trendsand devel op processesthat reduce therate of abuse and neglect incidentsand lower
the reentry rate of children returning to foster care.

Recommendation No. 1:

The Department of Human Servicesshould identify thereasonsabuse and neglect incidents
in foster care haveincreased in recent years and the reasons foster care reentry rates have



Report of The Colorado State Auditor 23

remained sgnificantly higher than the nationa benchmark rate. The Department should
aso develop and implement a plan to address how it will lower these rates by July 1,
2003.

Department of Human Services Response:

Agree. Implementation: July 1, 2003. The Department agrees to develop and
implement a plan by July 1, 2003 to address how to lower the rate of abuse and
neglect incidents in out-of-home placement and re-entry rates in out of home
placement.

The federa Child and Family Services Review was conducted in Colorado the
week of June 17", In the debriefing conference the federd office indicated some
of the strengths noted were “the value Colorado placed on the safety of its
children” and “that there was not a high incidence of repeat mdtreatment” on the
casesreviewed. Strengths were also noted in the foster care program such asin
the use of concurrent planning and family group conferencing. A written report will
fallow. Colorado will beimplementing aplanwith thefederd officeto correct any
deficiencies noted in the federd review, Smilar to the other 25 states review thus
far, regarding national benchmarks and systemic issues with the foster care

program.

| mprove | nvestigations of Institutional
Abuse and Neglect

Investigations of abuse and neglect in foster care facilities are complex and often involve
severd entities. The Department and counties receive referrals on issues related to the
safety of children in foster care homes. Both the Department and the counties have
different responsibilitiesfor investigating allegations of abuse and neglect that occur infoster
care homes.

County Responsibilities

The county departments of humar/socid services are responsible for investigating
dlegations of abuse or neglect in foster care homes, including CPA- and county-certified
foster homes. These investigations are called Stage | investigations.  Through Stage |
investigations, the county determines whether the abuse or neglect alegation was
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substantiated. Additionaly, counties are required to report to the State if there are any
“problems or complaints concerning the care or treatment of a childina . . . child
placement agency placement . . . or a report of violations of child care standards.”
Further, countiesmust submit reportson all Stagel investigationsto the Department's State
Ingtitutional Abuse Team.

Department Responsibilities

CPAs are required by department regulations to report al critica incidents to the
Department’s 24-Hour Monitoring Unit. Criticd incidents are “serious life safety or
potentid life safety incidents or concerns that pose danger to thelife, hedlth, or well-being
of achild.” Critica incidents may include the death of a child; an injury to a child; an
dlegation of physica, sexual, or emotiona abuse or neglect; or adrug- or acohol-related
incident. Not every criticd incident involves abuse or neglect. Criticd incidents are
classfied based on the severity leve of thereferrd. Severity levelsrangefrom 1 to 4, with
1 being the most severe. Staff from the 24-Hour Monitoring Unit may follow up with
CPAs on the reported critica incidents.

Additiondly, the State Ingtitutiond Abuse Team reviews dl Stage | investigation reports
submitted by the counties on abuse and neglect incidentsoccurring inal 24-hour child care
fadlities including county- and CPA-certified foster homes. These reviews are intended
to ensurethat Stage | investigationswere conducted properly by county departments. For
reports submitted on county-certified foster homes, the Team may recommend that a
county take additional actions. Department regulations require counties to advise the
Depatment of actions they have taken rdated to recommendations from the State
Ingtitutional Abuse Team. For reportssubmitted on CPA-certified foster homes, the Team
submits dl Stage | reports to the 24-Hour Monitoring Unit. It should be noted that the
Team is an advisory committee and has no Satutory authority.

The 24-Hour Monitoring Unit conducts Stage 11 investigations on al Stage | reports it
recalveson sae-licensed facilities (e.g., CPAS). The purpose of the Stagell investigation
isto* determinethe adminidrative culpability of afacility wherean aleged incident of abuse
has occurred and to determine if problems identified through the investigation are
adminidrative redressable and/or if negative licensing action should occur.” The Stage 11
investigation focuses on the part the facility played in reation to the aleged abuse (i.e,
adminigtration, policies, procedures, and practice).
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CPA Reportson Critical Incidents

We identified two problems with how CPAs are reporting critica incidents to the
Department. First, we found that CPAs do not aways report critical incidents to the
Department’ s 24-Hour Monitoring Unit. Asdiscussed earlier, this Unit isresponsible for
monitoring the activities of CPAs. It tracks reported critica incidentsin a database. We
selected asample of three CPAsto determinewhether dl Stage| investigations conducted
onthese CPAsfrom January 2000 to February 2002 had corresponding critica incidents
reported in the database. We found that 21 of the 25 investigations (84 percent) did not
have corresponding criticd incidentslisted in the database. Of these 21 incidents, 15 (71
percent) involved abuse or neglect referrals, which are required to be investigated by
county departments. These results indicate that CPAs are not reporting the critica
incidents to the 24-Hour Monitoring Unit. According to department staff, “during the
Stage |l Investigation, CPAs who fail to report critical incidents to the Department are
written up as licensing violations and documented on the Report of Inspection.”

Second, weidentified problemswith the timeliness of CPAS reporting critica incidentsto
the Department between March 2000 and February 2002. Specifically, wefound that 69
of the 342 incidents (20 percent) listed in the Department's critical incident database were
not reported within three days after theincident occurred. Department regulationsrequire
critical incidentsto be reported to the Department within 24 hours, excluding holidays and
weekends. The table below shows how long it took CPASto report critical incidents.

Critical Incidents Reporting Time Frames
March 2000 to February 2002

Number of Days Number of Per cent of
Incidents Total

3 Days or Fewer 273 79.8%

4107 Days 41 12.0%

8to 30 Days 16 4.7%

Over 30 Days 12 3.5%

Source; Office of the State Auditor's analysis of the critical incident

database maintained by the Department of Human Services.
Note:  Our analysis allowed for three days to compensate for

weekends and holidays.
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The Department provided training to CPAson how to properly report critica incidentsto
the Department in 2001. We found that the percentage of untimely criticd incidents
reported by CPAsin themost recent year (March 2001 to February 2002) hasimproved,
with 14 percent not reported timely. However, it isimportant that CPAsreport al critical
incidents to the Department in atimely manner for anumber of reasons, including:

* To determine whether counties plan to investigate critical incidents reported by
CPAs. When CPAsreport criticd incidentsto the Department, staff may contact
the county to inquire about the status of an investigation. If the county choosesto
screenout an abuse or neglect incident related to a CPA-certified foster home, the
Department has the discretion to conduct its own investigation. However, if the
Department is unaware that an incident has occurred, it cannot take actions early
in the process to ensure that an investigation is being conducted, if needed.

* To alow the 24-Hour Monitoring Unit the opportunity to begin its Stage |l
investigation earlier in the process, if needed.

* To identify CPAs that have severe critical incidents or habitudly submit critical
incidents outside of the prescribed time frame. Thisinformation could be used to
identify CPAs with repeated safety concerns and provide these agencies with
increased monitoring and technica assistance.

We dso identified one CPA that consstently failed to report critica incidents. The 24-
Hour Monitoring Unit expressed concerns related to this issue on anumber of occasons
in a six-month period (December 2000 - May 2001). As a result, the Department
provided additiona monitoring of this CPA. However, the Department did not take
negative licenang actions againg this CPA until more than ayear after this problem began.
Further, wefound one CPA verbdly reportscritical incidentsto the Department'slicensing
specidigt ingtead of reporting them in writing to the 24-Hour Monitoring Unit. Currently
department regulations do not indicate who specificdly a the Department should receive
the critical incident reports. In Caendar Year 2001 the Department provided critical
incident training to 24-hour facilitiesin severa locationsin Colorado. However, wefound
that the two CPAs noted above did not attend these training sessions.

The Department should darify in regulations who should be natified of critical incidents.
The Department should aso identify CPAsthat are not reporting critical incidents as well
as CPAs that are reporting these incidents to the Department after the prescribed time
frame. Sinceknowledge and timdy recaipt of criticd incidents may beessentia inensuring
the safety of children in foster care, the Department should emphasi ze the importance of
compliance with department regulations in this area.  Further, the Department should
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ensure that information related to training sessons on critica incidents is provided to al
CPAs that are unable to attend these sessons.  Findly, the Department should initiate
corrective actions againg those CPAs that consistently violate department regulations
related to properly reporting critical incidents.

Recommendation No. 2:

The Department of Human Services should ensure that dl child placement agencies
properly report critica incidents by:

a. ldentifying the child placement agenciesthat are not reporting dl critica incidents
to the Department and/or do not report these incidents within the time
requirements.

b. Claifying to child placement agencies to whom at the Department they should
report critical incidents.

c. Providing technica assstance and training to the child placement agenciesthat are
not meeting the requirements for reporting critica incidents.

d. Taking negativelicensng actions againg child placement agenciesthat repestedly
fail to meet the reporting requirements.

Department of Human Services Response:

Agree. Implementation: January 1, 2003. The Department is pleased to note that
the Auditors cited the improvement in timeliness to 86% of critica incidents
reported timely by CPAs during the period of March 2001 to February 2002.
The Department agrees to implement these recommendations using progressive
disapline including taking negative licensng action with facilities who are not
mesting requirements to assure compliance.

County Stage | Investigations

As discussed previoudy, county departments conduct the Stage | investigations of abuse
and neglect referra srelated to both county- and CPA-certified foster homes. Department
regulations require counties to conduct investigations on dl alegations involving abuse or
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neglect. These investigations must be conducted within 24 hours after receipt of the
referra. According to our andysis of information in the Department’s Stage | database,
counties do not dways conduct these investigations within the required time frames. We
found that 147 of the 512 (29 percent) Stage | investigations conducted between March
2000 and March 2002 were not conducted within the required time frames.

Additiondly, we found that counties do not submit Stage | reports to the Department
within the mandated time requirement. Department regulations require counties to submit
Stage | invedtigations to the Department within 60 days of receipt of the referrd. We
reviewed information in the database for reports submitted between September 2000 and
March 2002 and found that 124 of the 217 (57 percent) Stage | investigations submitted
were not within the prescribed time frames. The number of daysthat e apsed between the
date the county received the referrd and the date the county submitted the investigation
report to the Department ranged from 8 to 275 days, with an average of 80 days.

The Department should ensure that counties complete and submit investigations in the
specified time requirements. Currently thereisno negative action taken if counties do not
complete and submit investigations in a timely fashion. Because proper investigation
informationisacritica piece for ensuring the safety of children in the foster care program,
the Department should impose fisca sanctions against countiesthat consistently are out of
compliance with current regulations.

Recommendation No. 3:

The Depatment of Human Services should ensure that county departments of
humarv/socid services conduct Stage | investigationsand submit reportsto the Department
in atimdy manner by:

a. Tracking the amount of time it takes counties to complete Stage | investigations
and submit the reports to the Department on an ongoing bas's.

b. Providing training and technical assstance to counties related to the time
requirements for conducting and reporting Stage | investigations.

c. Imposang fiscal sanctions againgt counties that repeatedly fail to complete and
report Stage | investigations within the time requirements.
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Department of Human Services Response:

Agree. Implementation: September 1, 2002. The Department agreesto monitor
the time it is taking counties to complete and submit Stage | investigations by
reviewing data a the time of submisson; conducting training and technica
assistance annudly to counties about the time requirements, and placing counties
on corrective actions who repeatedly fail to meet the time requirements. The
Department will use fiscd sanctionsin the most extreme cases. The Department
will need to develop a process to impose fiscal sanctions in such cases.

The Department’s Stage || I nvestigations

As discussed previoudy, the Department’s 24-Hour Monitoring Unit follows up on the
county Stage | investigations by performing Stage 11 investigations for facilities the State
licenses(e.g., CPAS). Our review of information in the Department's Stage | | database for
incidents occurring between October 2000 and March 2002 revedled that on average the
Department took 65 daysto conduct a Stage |1 investigation on founded incidents and 51
days for unfounded incidents. Our caculations are based on the number of caendar days
between when the Department recelved the county report and began the Stage |1
invegigation. Thedepartment policy requiresthe Unit to conduct the Stage |1 investigation
within 17 working daysif the Stage | investigation was founded and 30 working daysif the
Stage | was unfounded. This policy does not specify whether the time frames begin when
the Department recaives the Stage | reports from the counties or when the Department
assignsthe Stage |1 investigation to the 24-Hour Monitoring staff.

Depatment gtaff stated that they determine timeliness based upon when the 24-Hour
Monitoring staff are assigned the Stage |1 investigations. The Department assigns Stage |
investigations after the State Indtitutional Abuse Team reviews the corresponding Stage |
investigation report. We believe the Department should modify its policy to assgn Stage
Il investigations to the 24-Hour Monitoring Unit staff when the Department first receives
the Stage | investigation report on CPA-certified foster homes. The State Ingtitutional
Abuse Team's review of Stage | investigations on these homes does not impact the
outcome of the Stage I investigations. Asareault, it isnot necessary to walit to assgn the
Stage Il investigations until the State Indtitutional Abuse Team reviewsthe corresponding
Stage | investigation reports.

It is essentid for Stage |1 investigations to be conducted in atimey manner. As discussed
earlier, aStage Il investigation identifies licensing violaions by the CPA that contributed
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to the abuse or neglect incident. With this information, the Department can take
gppropriate measures to prevent future violations.

Recommendation No. 4:

The Department of Human Services should ensure that it conducts Stage [l investigations
in atimdy manner by:

a. Modifying the review process to assign Stage | investigations to the 24-Hour
Monitoring Unit when the investigation is first received by the Department.

b. Tracking the timdiness of Stage Il invedigations on an ongoing bass and
identifying reasons why investigations are not being conducted within the
prescribed timeframes. The Department should implement changesto the process
to address these timeliness issues.

Department of Human Services Response:

Agree. Implementation: August 1, 2002. The Department will modify thereview
processto assgn Stage | investigations to the 24 Hour Monitoring Unit when the
county’s Stage | isreceived by the Department. The Department will implement
changes to the Stage |1 review process to address the timeliness issues identified
and will dso track timeliness of Stage |1 investigations by the 24-hour monitoring
team, documenting the reasons for any lack of timdiness that may occur.

Streamline the Processfor Tracking
Referralsand Investigations

Ovedl, wefound that the Department's processesfor tracking safety-rel ated referra sand
investigations are cumbersome and fragmented. The Department maintains five separate
databases to record abuse/neglect referras and investigations related to certified foster
homes. In generd, the data tracked by the Department include only referrds and
investigations on facilities the State licenses (CPAS, Residentia Treatment Centers, child
carefacilities, etc.). Thefive databases are asfollows:
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» Critical incidents related to facilities the State licenses (e.g., CPAS). The
Department does not gather, track, or analyze critical incidentsrel ated to county-
certified foster homes.

» Complaints related to facilities the State licenses (e.g., CPAS). The Department
does not track complaints related to county departments and/or county-certified
foster homes.

» Stage | investigations on abuse and neglect incidents occurring in 24-hour
fadlities reviewed by the State Indtitutional Abuse Team. The Stage |
investigations involve both county-certified and state-licensed (eg., CPAS)
fadilities

* Stagell investigations conducted on facilities the State licenses (e.g., CPAS).

* LOLA, anopticd imaging child care system designed to track information about
fadlities the State licenses, including applications, ingpections, critica incidents,
correspondences, complaints, investigations, and department actions. LOLA does
not contain any information about county-certified foster homes.

Additiondly, the Department maintains the Centra Registry of Child Protection to track
Substantiated incidents of child abuse or neglect.

As part of the audit, we compared information maintained in the five databases for a
sample of three CPAs. Overdl, wefound the LOLA database was not aways complete.
Department staff do not record dl of the criticd incidents, complaints, and investigations
inthe LOLA system. For example, regarding complaints and critica incidents:

» Critical incidents: Forty-nine of the sixty-two (79 percent) critica incidents
recorded in the critical incident database could not be found in LOLA.

* Complaints: Two of the thirteen (15 percent) complaints recorded in the
complaint database could not be found in LOLA.

Regarding investigations:
 Stage | investigations: Five of the twenty-nine (17 percent) Stage |

investigations recorded in the State Ingtitutional Abuse Team database could not
be found in LOLA.
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o Stage |l investigations: Tweve of the twenty-four (50 percent) Stage 11
investigations recorded in the Stage |1 database could not be found in LOLA.

Essentidly, LOLA information is not complete, making it difficult to compare this system
withthe other databases maintained by the Department. Itisimportant that theinformation
inLOLA beaccurate. The Department developed LOLA in 1996 to provide easy online
accessto licensng information by parents, other members of the public, and its staff. The
information in LOLA has, for the most part, replaced dl hard-copy licenseefiles. In our
1996 audit of the Divison of Child Care, we found that some information in LOLA was
inaccurate and incomplete.  Without complete and accurate data, the public and the
Department’s staff cannot rely on the reports in LOLA to provide correct information
regarding CPAs.

The Department's current process does not allow staff to easily track complaintsor critica
incidents through the series of investigations. Although staff can track information through
a license number, there are no unique identifiers that link a critical incident to the Stage |
and Stage |1 invedtigations. As aresult, we believe the Department should streamline its
critic incident, complaint, Stage |, and Stage 11 investigation databases so that userscan
more easily track each phase of the process. One central database could be used by the
Department to better manage the foster care program. For instance, staff could use this
database to ensure that al phases of the process are conducted in a timely manner.
Further, it could be used to identify trends and issues related to critica incidents and
investigations.

Currently department staff enter and scan data into the various systems, but no one
evauates and andyzes this information in a comprehensve manner. We believe these
individud systems should be combined and streamlined. The need to centraize these
databases has been identified recently by both the Department and the General Assembly.
For ingtance, the Department’ s 2003 budget request identifies 17 computer systems used
by the Divison of Child Care, whichincludefour of thefive sysemsdiscussed eerlier. The
budget request stated that “the systems are not integrated and are not easy to access. The
data need to be moved to another single database package that is capable of handling the
volume of dataand number of users” Additionaly, the Foster Care Interim Committee' s
recommendations included implementing “an integrated database for digtribution of
information.” Thiswould include centrdizing Child Welfare and Child Care databases for
tracking criticd incidents and ingtitutiona abuse investigations occurring in out-of-home
placements.

In addition, the Department should ensure that information recorded in the system is
complete. This would include monitoring the information on an ongoing basisto ensureits
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reliability and provide training and guidance to saff on how to properly input and analyze
the data.

Recommendation No. 5:

The Department of Human Services should improve how information rel ated to abuse and
neglect referrds and investigations is tracked by:

a. Bvduaing the feasbility of developing a centra data system that records
information on critica incidents, complaints, Stage | and 1l investigations, and
licenang actions related to child placement agencies. As part of the budget
process, the Department should submit a request for funding of a centraized
database, if appropriate.

b. Evduating the information maintained in the databases to ensure that al phases of
the process are conducted in a timely manner and to identify trends and issues
related to critical incidents and invetigations.

c. Ensuring on an ongoing basis that information entered into the databases is
complete.

d. Providing training and guidance to department staff on how to properly enter
information into the databases.

Department of Human Services Response:

Agree. Implementation: Fiscal Year 2005. The Department presented a budget
initigtive for FY 03 which requested funds to integrate some of the listed data
bases. A cogt andysis study was funded and isin process of being implemented.
Based upon results of the study, the Department will congder the feasibility of a
budget initiative for FY 05 to integrate the databases which were outlined in the
FY 03 budget initiative.
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Place All Founded Abuse and Neglect
Incidents on the Central Registry

Counties are required to report al founded incidents of abuse or neglect to the Central
Regigtry of Child Protection. Individuas do not have to be charged with or convicted of
a crimind offense to be liged on the Registry. A Central Registry check must be
conducted before afoster care provider certificate isissued. However, thereis currently
no requirement that an individua lised on the Central Registry be prohibited from
providing foster care services.

During the audit, the Department provided us with the names of 36 individuaswho were
liged on the Central Registry in 1999 and 2000 due to substantiated abuse or neglect
incidents occurring while they were certified foster care providers. The Department was
uncble to provide data for 2001 due to problems with TRAILS. However, when we
compared the Centrd Regigtry listings provided by the Department with information
maintained in the State Ingtitutional Abuse Team's database on Stage | invedtigations, we
identified a number of confirmed incidents of abuse or neglect that were not listed on the
Central Regidry. Specificdly, we identified 43 founded investigations recorded in the
Stage | database in 1999 and 2000 that were not listed on the Central Registry. The
mgority of these incidents involved some type of abuse or neglect. We found that 14
incidents (33 percent) involved physica abuse and 3 incidents (7 percent) involved sexud
abuse. Additiondly, 10 incidents (23 percent) involved neglect Stuaions. Further, 16
incidents (37 percent) involved alack of supervison by the foster parent. Some of the
confirmed lack of supervison incidentsthat were not listed on the Central Registry include:

* A confirmed incident of sexud abuse on the foster child by the foster care
provider's adopted son.

» A founded investigation involving the foster care provider’s leaving five foster
children done for periods of time.

* A founded invedigation involving the foster care provider’'s leaving a
three-year-old foster child in the car unsupervised.

It isnot clear why foster care providerswith founded incidents of abuse or neglect are not
liged on the Centrd Regidtry. Itispossiblethat county departments are not submitting all
of these incidents to the Centra Registry as required by statute or that the Department is
not entering this information correctly into the Registry. In aprior audit we noted serious
problems with the Centrd Regisry. While it could be an effective tool to identify
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individuals with a higtory of abuse or neglect, a present it is not effective in ensuring that
a prospective foster parent does not have a history of abuse or neglect in Colorado.
Regarding foster care cases, the Department should work with county departments to
review dl Stage | investigations on foster homes and ensure that al founded investigetions
are lisgted on the Centrd Regidry.

Recommendation No. 6:

The Department of Human Services should work with the countiesto identify foster care
providers with founded Stage | investigations who are not listed on the Centrd Registry
and determinewhether the individua s should be placed on the Centra Registry, according
to statutory requirements. Additiondly, the Department should compare founded Stage
| investigations with the Central Registry on aquarterly basisto ensurethat dl foster care
providers with founded investigations are listed on the Regidry.

Department of Human Services Response:

Agree. Implementation: October 1, 2002. The Department will work with county
departments to assure providers are listed on the Registry as required by statute
and will review founded Stage | information quarterly to identify providers not
listed that should be.

Evaluate How the Central Registry Should Be Used
When Certifying Foster Parents

Weidentified 5 foster care providerslisted on the Central Registry in 1999 and 2000 who
were gill providing foster care for CPAs in State Fiscal Year 2001. Additiondly, we
identified 10 certified foster care providerswith afounded Stage | investigation who were
not listed on the Central Registry during thisperiod. We were ableto identify the founded
incidents for 9 of these 15 providers.

» Two providers had confirmed incidents of physical abuse againgt a foster child.
»  Two providers had confirmed incidents of neglect of the foster child.

» Five providers had confirmed incidents of lack of supervision.
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The Department could not provide any additiond information on the sSx remaining
incidents.

Counties or CPAs conducting the required Registry check on the nine individuas with a
founded investigation would not have been able to learn about their abuse or neglect.
Theseindividuaswere not listed on the Regigtry. Asaresult, the certifying agency would
not have been accurately informed of prior incidents of abuse or neglect. We contacted
one of the CPAs that certified afoster care provider that should have been listed on the
Central Registry in 2000 for a founded lack of supervison incident. This agency was
aware tha an investigation had occurred but believed the investigation was unfounded.
The invedtigation for thisincident occurred in March 2000 and the agency conducted the
Centrd Registry check in May 2000.

As discussed earlier, department regulations do not prohibit individuals listed on the
Central Regidry from being foster parents. However, one of the main purposes of the
Central Regidry is to provide a database of information that county child protection
workers can access to track incidents of child abuse. We believe the Department needs
to evauate how the Central Registry should be used when certifying foster care providers.
Some options include:

»  Egdablishing criteriabased upon the severity of theincident(s) to determinewhether
to deny certification of a prospective foster parent who is listed on the Centra

Regidry.

* Requiring counties and CPAs to contact the Department if a prospective foster
parent islisted on the Centra Registry. Department staff would beresponsiblefor
reviewing the circumstances surrounding the listing and determining whether the
individud should be certified as a foster care provider. The Department would
need to define criteria that would asss daff in making this determination.
Additiondly, the Department may need to propose changes in statute and/or
department regulaions to obtain the authority for this respongbility.

* Denying certification of al prospective or exising foser parents listed on the
Central Registry but establishing an apped's process that can be used by these
individuds. The appeds process could be used to identify extenuating
circumgtances that would alow some individuasto be certified asfoster parents.
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Recommendation No. 7:

The Department of Human Services should evauate how the Centrd Registry should be
used when certifying foster care providers. Based upon the results of this evauation, the
Department should propose changes in sate statutes and/or department regulations, as
appropriate. Additionaly, the Department should provideguidanceto county departments
of humar/socid services and child placement agencies on changes related to certifying
individuds listed on the Centra Registry asfoster care providers.

Department of Human Services Response:

Agree. Implementation: January 1, 2003. Currently in 26-6-104, C.R.S,, there
isalist of convictions that prohibit providers from being licensed or certified.
Included inthelist are child abuse rel ated felonies and a pattern of misdemeanors.
The individuds prohibited through this statute based upon abuse/neglect
convictions or patterns of misdemeanors may wel be listed on the Centrd
Regidry. In previouslegidative sessons, the preference was to use the threshold
of conviction or pattern of misdemeanors rather than a Registry listing as reason
for denid of alicense or certificate. The Department will evauate how the Central
Registry should be used in certifying foster care providers. The Department will
aso work with counties and child placement agencies to improve how Registry
ligings are used in determining the character and suitability of prospective foster
parents, and will provide written guidance to counties and providers on how the
Registry should be used in screening.

Track Foster ParentsWho Transfer From
One Certifying Authority to Another

There have been problemsin the past that resulted from foster care providerstransferring
from one certifying authority (county department or CPA) to another. We reviewed
severa cases in which a CPA had identified problems and closed the provider’s foster
home. When applying a another CPA or county, the foster parent did not indicate
previous certification. Asaresult of these problems, changes were made to state Satutes
and department regulations in 2000 and 2001 that now require prospective foster care
providersto report dl agenciesto whom they had previoudy submitted gpplications. The
CPA or county department wishing to certify the gpplicant must conduct areference check
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by contacting al of the identified agencies, including the counties, before issuing the
certification for that foster home. We recognize that this change in the regulations makes
it eesier for certifying agenciesto identify individua swho may change certifying authorities.
However, these provisons do not dways prevent foster parents with serious problems at
one agency from being certified a another.

For example, weidentified two instancesfrom our review of provider fileswherethe CPA
did not contact the agency that previoudy certified the provider. In these casesthe CPA
did not conduct a reference check until it began experiencing problems with a provider.
If the CPA had contacted the previous agencies, it would have been aware of the safety
concerns and might have chosen not to certify this provider. We dso identified one
provider who applied to four CPAs within a one-year period. The first CPA did not
certify her because she had been convicted of amisdemeanor domestic violence offense.
The second CPA certified her but closed her home because she had problemsdedling with
children. She applied to athird CPA, which aso certified her. This CPA aso closed her
home because of dlegations of ill treetment of children. Although this CPA cdled the
previous CPA for a reference check, the home study did not document any potential
problems. She gppliedto afourth CPA, which certified her asafoster careprovider. This
CPA did not conduct reference checks with CPAs that previoudy certified thisindividua
until problems arose. The CPA eventudly closed this foster home.

Additiondly, we identified two foster care providers who did not indicate that they were
previoudy certified, or denied a certificate, by other agencies. Asaresult, the subsequent
cartifying authorities were unaware of safety concernsthat would have been shared by the
previous agency. Currently thereisno way for an agency to know if a provider has been
denied a certificate or has been closed by another agency, unless the provider voluntarily
reports this information or the agency checks the TRAILS system for closed foster care
homes. Currently, most CPAs do not have accessto TRAILS.

When afoster homeis closed by an agency, the agency completes a department form to
indicate the reason for the closure. Department staff stated that agencies often document
that thereason for closurewasdueto afoster care provider request or an agency decision.
CPAs are often reluctant to document the actua reason for closure when there have been
problems with aprovider they have certified. For example, wefound acasein which two
foster children requested to be removed from afoster care home based on "ill trestment.”
The closure letter from the CPA to the provider Stated:

The last three children ended up in crigs Situations requiring me to find foster
homes for them on short notice. | fed these last few incidents have placed our
agency at risk.
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However, whenthe CPA closed the home, it noted on the department form that the reason
for closure was an “agency decison.” As aresult, if this provider gpplies with another
catifying authority, that agency will not be able to eadly learn the safety reasons for
closure.

Severa CPA directors told us that they were uncertain what information they were and
were not dlowed to share with agencies requesting information on previoudy certified
providers. They said that they are often reluctant to provide specific information related to
the closure due to fear of liability issues. Currently the Department does not provide any
guidance on what, and how, information can be shared. However, it should be noted that
Senate Bill 01-012, which was passed during the 2001 Legidative Sesson, included a
provisonin statutes stating that “ child placement agenciesand county departmentsshall be
held harmless for information released, in good faith, to other child placement agencies or
county departments.”

Furthermore, the Department does not have apalicy of tracking foster parents who move
from agency to agency. Movement of foster care providers can be tracked through the
TRAILS sysem. However, this system is currently not being used by the Department,
counties, and CPAs to track this information. As discussed earlier, most CPAs in the
State do not have accessto TRAILS.

Recommendation No. 8:

The Department of Human Services should ensure that prospective foster parents are
properly screened before being certified. This should include:

a. Ensuring that county departments of human/socid services and child placement
agencies are conducting the proper checks with agenciesthat previoudy certified
prospective foster care providers. Thisshould includerequiring countiesand child
placement agenciesto use TRAIL Stoidentify al agenciesthat previoudy certified
the prospective foster care providers. Child placement agencies may need to
request this TRAILS information from the Department or counties due to their
limited access to the system.

b. Ingructing county departments and child placement agencies to provide more
gpecific information on the reasons why afoster home is closed.

c. Providing guidance to CPAs and county departments regarding what and how
information about former foster care providers can, and should, be shared
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between agencies. This could include forming a committee to discuss ways in
which agencies can share information about foster care providers without fear of
reprisdl.

Department of Human Services Response:

Agree. Implementation: September 1, 2002. The Department agreesto continue
to make TRAIL Sinformation available to child placement agency providers upon
request. Through training and technical ass stance, the Department will work with
county departmentsand CPA sabout providing moredetailed information for entry
into Trails. Currently the Department enters information into Trails for child
placement agency providerswhen afoster home opens, closes, moves or changes
status. The Department will providetechnical assstance and training to CPAsand
county departments on the importance of openly sharing information between
agencies regarding foster homes and what can be shared.

Prohibit Agencies From Certifying Family
Membersas Foster Parents

We identified instances in which CPAs in our sample certified family members of the
director or owner asfoster care providers. Specificaly:

One CPA certified the owner'sson asafoster parent in Calendar Y ear 2000. The
owner had initidly conducted the home study on her son. However, the
Department's 24-Hour Monitoring Unit found thisto be unacceptable and the new
family assessment was prepared by an employee of the CPA. According to
department regulations, an agency isnot supposed to perform afamily assessment
onitsown staff members or family members. We dso found that the owner's son
was recaiving larger payments than other foster care providers certified with the

agency.

Another CPA certified family members of the director as foster care providersin
Calendar Year 2000. The director conducted the family assessment on his aunt
and uncle. Thedirector's brother conducted afamily assessment on asiblingwho
was applying to be a foster care provider and a home ingpection on his parents,
who were dready foster care providers.  The Department promulgated
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emergency regulations in September 2000 to prohibit CPAs from conducting
assessments on family members of staff or board members.

Cetifying family members of CPA owners/directors, staff, or board members as foster
care providers creates potential safety issues. Because of the close relations of these
providersto the CPA, staff may have biased conclusions on safety issuesrelated to these
homes. Further, the CPA may give preferentia treatment to the related party, particularly
in amonetary form, as noted above.

Depatment regulations prevent staff of a CPA or county from becoming certified
providers by that agency or county. However, regulations do not currently exist that
prohibit family membersof CPA or county directorsand staff from being certified asfoster
care providers. Because of the safety risks in certifying related parties as foster care
providers, we believe the Department should propose changes in state statutes and
department regulations to prohibit CPAs and counties from certifying family members as
foster care providers. We note that this recommendation would not prevent individuas
frombecoming foster parents, because they could be certified by another CPA or county.

Recommendation No. 9:

The Department of Human Services should propose statutory changesthat prohibit family
members of child placement agencies and county departments of humary/social services
frombeing certified asfoster care providersof therdated agency. The Department should
ensure on an annud basis that child placement agencies and counties are complying with
this requiremen.

Department of Human Services Response:

Agree. Implementation: July 1, 2003. The Department will propose statutory
change to implement this recommendation.
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Prohibit CPA Staff and Family Members
From Leasing Propertiesto Foster Parents

Asdiscussed in Chapter 2, weidentified Six instanceswhere owners or directors of CPAS
leased propertiesto foster care providers. In addition to the financia issues, weidentified
safety concerns with these lease arrangements. Specificaly:

* Home Inspections. According to department regulations, an annua on-site,
unannounced, home inspection must be conducted on the foster care home to
determine compliance with safety standards. The CPA is responsible for
conducting this home ingpection. Thus, a staff member of the CPA could
potentialy be conducting the home inspection on a home that he/she owns.

* Closng Foster Homes. CPAsmay belesslikely to closeafoster care provider
who is occupying a home owned by a staff member because the foster care
provider is atenant who is guaranteed to pay rent.

* Matching. Placement choiceand safety of the child may aso be affected because
the staff member of the CPA would have an incentive to ensure that children are
placed with the foster care provider leasing a home from the CPA.

As aresult, safety concerns exist when the director, owner, or staff of the CPA leasesto
foster care providers. Currently there are no regulationsto prohibit foster care providers
from leasing homes owned by the CPA director or owner. The Department should
prohibit this type of rdationship between CPA gaff members (including their immediate
family) and foster care providers.

Recommendation No. 10:

The Department of Human Services should propose changes in state statute and/or
department regulations that prohibit owners, directors, staff, and board membersof child
placement agencies as well as their family members from leasing properties to foster
parents certified by the related child placement agency.
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Department of Human Services Response:

Agree. Implementation: July 1, 2003. The Department will propose satutory
change to implement this recommendation.

Strengthen State Monitoring of CPAS

The Department developed a CPA Risk Indicator tool in Calendar Year 2000. To rate
CPAs, department staff are supposed to “review asample of al of the provider, child and
personnd files and the agency policies and procedures.” On the bassof such areview,
a CPA is scored and assigned alow- to high-risk rating.  In January and June 2002, the
Department provided us with lists of the CPAs by their assgned risk ratings. We found
that:

* Lowtomoderaterisk ratings were assigned to 76 percent of the CPAson the
January list. 1n June, 31 percent were rated as low to moderate risk.

* Moderatetohighrisk ratings were assigned to 12 percent of the CPAson the
January ligt. 1n June, 69 percent of the CPAs were rated as moderate to high.

Additiondly, the Department did not assign risk ratingsto 12 percent of the CPAson the
January lidt.

We commend the Department for establishing the rating system. This is an appropriate
gtep for monitoring CPAs. However, we identified instances where monitoring could be
improved. OnoccasionaCPA inour sampleviolated state requirementsin statutesand/or
regulations, but department staff did not document these violations on their ingpection
reports. ThisCPA aso had questioned cogtsidentified in Chapter 2. We emphasizethat
the violations may not be illudtrative of the evauation of careissuesin other CPAs. The
following summarizes these examples

Respite Care Violations: According to Section 26-4-603(19), C.R.S.,, respite care
represents "services of ashort-term nature provided to aclient, in the home or in afacility
approved by the state department, in order to temporarily relievethefamily or other home
providers from the care and maintenance” of a foster child. Further, Section 26-4-
603(18), C.R.S,, dates that arespite care provider must meet “al applicable state and
federa requirements” However, we identified severa ingtances where a CPA in our
sample excessvely used respite care. Individuasreceiving paymentsfor respite carefrom
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this CPA were paid more than the actual certified providers during severad months in
Caendar Year 2001. The services provided by these individuals do not appear to meet
the definition of respite care but rather resemblefoster care provider services. Department
regulations require a Centra Registry and Colorado Bureau of Investigation (CBI) check
of al foster care providers. However, we found that these individuas did not have the
proper background screensto be certified asfoster care providers. Specificaly:

* Two individuas never had the required crimina background checks or Centra
Registry checks conducted.

* Two individuas did not have CBI or Centrd Registry checks conducted until
September 2001 but had provided foster care services for severd months prior
to the check.

These individuas should not have been authorized to provide foster care services on a
daly basis without the required background screens. This poses a safety concern for
children cared for by these individuds. The Department did not identify this issue during
itslicendng vigts,

Conflict of Interest: According to department regulations, "due to aconflict of interest,
staff members of a CPA cannot be certified by the agency to operate afoster care home."
Having afoster care provider adso providing therapy to afoster child poses safety concerns
because children often report incidents of abuse and neglect to their thergpists. However,
we found that a staff member of a CPA was certified as afoster care provider and dso
provided group and individua therapy for children placed by the CPA in her care.
Additiondly, this staff member conducted foster care training for another foster care
provider — thesetwo individuasworked closdy with together. Further, the staff member
investigated a complaint filed againgt the foster parent.

Wage Violations: According to the Adminigration for Children and Families, U.S.
Department of Health and Human Services, paymentsfor costs of providing careto foster
children are not intended to include reimbursement in the nature of asdary. However, we
found that foster care providers were receiving a wage for their services in violation of
federd regulations. We identified a dtuation where a foster care provider licensed by a
CPA was receiving child maintenance payments for children not only in his care, but dso
for children placed with two other licensed foster care providers. These two providers
resded in homes owned by the first provider. Thefirst provider told usthat the two other
providerswere his"employees," and that each month he paid their housing and other living
expenses (i.e, utilities, groceries) as wel as a sdary. The first provider was
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"subcontracting” with the other two providers without the approva of the Department,
which isaviolation of the stlandard state contract.

Lack of Financial Resources. According to state regulations:

The financid resources of foster parents shal be adequate to assure that the home
where the care is provided is maintained in safe repair and in conformity with
standards and that the requirements of these regulations can befulfilled. A license
or certificate shdl not be granted for afamily foster care home unlessthe gpplicant
has demondtrated the ability to manage a household so that the licensing or
catifying authority may determine that the applicant is able to acquire food,
materias and other equipment as may be required for child care and to maintain
records pertaining to foster children, including records required by statute or
regulations.

However, weidentified onefoster care provider certified by aCPA who was unemployed
during the audit period and stated that she would not be able to maintain her qudity of life
without income provided by child maintenance payments. According to aletter fromthis
provider who lived in a home for which the CPA paid the mortgage, “I felt comfortable
withthearrangementsthat [the Director] would subsidize my foster care pay and tekecare
of thehome and utilities. | know there are times my pay would not have covered the rent
and utilities”

Thisindividua was certified as a provider and using foster care maintenance payments as
her only source of income. Thisisnot theintent of the maintenance payment. Rather, the
monthly maintenance payment is made to the family to help support achild, not to be used
asincome. The Department did not identify this as an issue during licensing vists.

Capacity Violations: Department regulations state that no foster child should be placed
in afoger homeif that placement resultsin more than four foster children, provided these
children are not part of a sibling group. However, we found that a CPA placed more
children than licensing rules dlow in some foster homes. We reviewed monthly
maintenance payment receipts for children placed in foster care from December 2000 to
December 2001 and found severa occasionswherefoster homes of one CPA were over
capacity. Specificaly, foster homes exceeded the alowed child capacity by atotd of 162
daysinfour foster care homes. If too many foster children are placed in one home, the
ability to properly supervise and monitor these children decreases and the qudity of care
received in the home aso diminishes. The Department did not identify this as an issue
during licendang vists.
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Staffing Ratios: Although department regulations do not mandate CPAsto have certain
daff-to-child ratios, wefound that al but one of the CPAsin our sample employed multiple
caseworkers and other gaff. During Calendar Year 2001 a CPA employed two part-
time caseworkers. One of these casaworkersworked for the CPA for only thefirst three
months of the year. In Caendar Y ear 2001 the CPA served approximately 40 children
a any given point in time. We compared this CPA’s caseworker-to-child ratio with that
of another CPA of smilar size. In Calendar Y ear 2001 the other CPA served an average
of 48 children and employed seven casaworkers. A Stage Il investigation report
prepared in April 2001 related to the first CPA dtated that it was “clear that [the CPA]
was understaffed for a period of time and contacts with families and children were not
condgtently provided.” According to the investigation report, the owner of the CPA
informed 24-Hour Monitoring staff that she had “hired two case managers to help
supervise the homes and the children.” However, we found that from April 2001 to early
2002, only one casaworker was employed by the CPA.

It is questionable whether one casaworker can fulfill dl of the contact requirementsfor the
number of children at thefirst CPA. Itisimportant for the caseworker to develop astrong
tie with the foster child because thisrelationship dlowsthe foster child to fed comfortable
and report concerns. Thisrelationship dso dlows the caseworker to identify indications
that the child may be a risk.

| mprove State Oversight of CPAS

State monitoring and licenang saff do not dways gopear to be consstently identifying and
documenting violations. For example, aStage |1 investigation conducted in April 2001 by
the staff monitor assgned to oversee one of the CPA’s operations stated that this CPA
was undergtaffed for a period of time and contacts with families and children were not
consgently provided. Whenweasked thisstaff monitor about the current caseworker-to-
child ratio, he stated there were now two full-time femal e casaworkers employed by the
CPA. However, the CPA had employed only one male caseworker since March 2001.

As we noted above, we found severd violations at one particular CPA. The 24-Hour
Monitoring Unit has not conducted aforma monitoring vist of this CPA. However, we
identified a number of instances when one of the counties that contracts with the CPA
expressed concerns about this agency to the Department. This county’ s Child Protection
Team stated on three separate Stage | investigations conducted at the CPA in 2001 that
it was concerned with the large number of problemsit has had with the CPA and urged the
Department and the 24-Hour Monitoring Unit to further investigate this matter. The 24-
Hour Monitoring Unit conducted a Stage Il investigation on each of these referrals.
However, aforma monitoring vist had not been scheduled. On the basis of the number
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of violations we noted at this CPA, the Department should evauate the monitoring tools
used by the 24-Hour Monitoring Unit to ensure that quaity-of-care issues are not being
overlooked.

Recommendation No. 11:

The Department of Human Services should ensure that child placement agencies are
complying with program requirements related to qudity-of-care issues by:

a. EBvduaing the ingruments used by 24-Hour Monitoring Unit staff and licensng
specidigsontheir Steviststo the child placement agenciesand ensuring that these
indruments result in staff monitoring important quality-of-care issues.

b. Providing additiond training to staff on how to properly identify qudity-of-care
issues a child placement agencies.

c. ldentifying those child placement agencies that have repeatedly violated
requirements and imposing financid sanctions on them.

d. Evaduaingwhether requirementsre ated to staff-to-child ratiosfor child placement
agenciesshould beincluded in sate statutesand/or department regulations. Based
upon the results of the evaluation, the Department should propose changes in
gtatutes and regulations as necessary.

Department of Human Services Response:

Agree. Implementation: January 1, 2003. The Department will continueto review
the monitoring instruments used by the 24 Hour Monitoring Team and provide
traning to monitoring and licensng daff as a pat of the internd quality
improvement process. The Department will evauate case management staff to
foster home ratios and consistent with the findings will propose regulations as
gppropriate. Staff to child ratios areidentified in that foster homes may only have
amaximum of 4 children per home and foster parents are responsible for assuring
supervison of childrenin ther care.
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Ensurethe Safety of Children Placed With
CPAs

As discussed previoudy, Colorado counties have a range of options for foster care
placements, including (1) certifying their own family foster care providers, (2) contracting
with CPAs for foster care, or (3) usng a combination of county-certified homes and
CPAs. County-certified foster homes aretypicaly located within the county that certifies
them, and staff from these counties may conduct their own family assessments when
certifying these providers. Conversdy, CPA-certified homes may be located in multiple
counties, and CPAs may contract with saveral counties. Regardless of wherethe childis
placed (i.e., acounty- or CPA certified home), the county retainslega custody of the child
and is responsible for ensuring the safety of the child. However, we found thet, in generd,
county departments do not evaluate the quality of care provided by CPAs to foster
children.

Through interviews with county departments, we found that the maority do not review
family assessments and background checks of foster parents certified by CPAs.  During
our Stevigts to seven counties, we reviewed 181 child files and found 12 alegations of
abuse or neglect occurring in foster home placements. Nine of these twelve dlegations
involved CPA-certified foster homes, four of which were substantiated. Counties should
be requesting and reviewing home studies and researching CPA-certified foster homes
before placing children with these CPASs.

According to the Department’s regulations adopted in September 2000, the county
department has the authority to review the written family assessments and background
checks of the foster parents certified by a CPA. However, most counties in our sample
stated they do not believe it is their job to review these documents. Although the
Department is primarily respongble for ensuring the qudity of care provided by CPAS, it
isimportant that counties review CPA-certified provider information to ensure the safety
and qudity of carefor children for whom they havelegd custody. The Department should
encourage county departments to utilize thisinformation source,

We identified a county department that examines quality-of care-issues related to the
CPAswithwhomit contracts. Larimer County hasonefull-time staff dedicated to auditing
the CPAs contracting with the county. Thismonitor ensuresthat the CPA is providing the
agreed-upon services by examining child files maintained by the agency. If the CPA
cannot provide documentation for the services provided, the county will not pay for these
services. Such a practice helps ensure that CPASs provide qudity care to children placed
in their foster homes. The CPASs are held accountable for services agreed upon in the



Report of The Colorado State Auditor 49

contract with the county department. Additionaly, fisca sanctions and suspension of
placements occur if the CPAs are not in compliance.

Recommendation No. 12:

The Department should ensure that county departments of humar/socid services are
reviewing family assessments and background checkson foster care providers certified by
child placement agencies where they place children. Additionaly, the Department should
identify best practices and provide technica assstance and guidance to the county
departments for monitoring the quality of care provided by child placement agencies.

Department of Human Services Response:

Agree. Implementation: July 1, 2003. The Department will propose rules
requiring counties to review family assessment and background checks prior to
placing children. The Department will aso provide training to counties on the
importanceof reviewing family assessmentsand background checksonfoster care
providers, and will provide technica assstance and guidance to counties on
monitoring the quality of care provided by child placement agencies. The
Department will ensurethat county departments are reviewing family assessments
and background checks by reviewing a sample of cases.

Monitor County Certifying Practices

Although the Department monitors CPAS, it provides minima oversght of county
processes for recruiting, training, certifying, and monitoring foster care providers. We
identified severd areas where the Department could strengthen its monitoring of the
counties. For example, we found that a county department had actively recruited afoster
care provider fromaCPA in violation of department regulations. The county department
was unaware that it was required to submit an gpped form to the Department before it
could certify a provider currently certified with ancther agency. Additionaly, the county
department informed this provider that it could dudly certify this individud as a family
foster care provider and as a receiving home. A recelving home provides temporary
emergency care for fogter children and may be certified for up to eight foster children.
According to department staff, the county department should not bedudly certifying family
foster homes as receiving homes because of the safety issues involved. Although the
Depatment was aware of these recruitment issues, it took limited actions. The
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Depatment sent two emails to the county department stating that the counties are
prohibited from recruiting or training already certified foster care providersunlessthey file
an gpped with the Department.

As discussed previoudy, the Department’ s regulations require CPAS to report critical
incidents to the Department. However, no statutes, rules, or regulations exist that require
counties to track or submit this information to the Department for county-certified foster
homes. Because counties do not track or report critica incidents related to county foster
homes to the Department, no one is ensuring that counties are properly investigating and
reporting abuse and neglect incidents.

The counties have the ability to screen out incidents they believe do not warrant an
investigation. According to department records, counties screen out about 39 percent of
al abuse and neglect incidents occurring in the State as not requiring any additiond review.
Since the counties have the authority to screen out incidents, it is important that the
Department collect and evduate county critica incident informationto ensured| necessary
invedtigations are conducted. Additionally, because the Department is not aware of al
critical incidents that occur a county-certified foster homes, it cannot identify recurring
incidents of abuse in foster care or evauate statewide trends. This critica incident
information should be reported to the Department on an annua basis. The Department
tracks critica incidents at CPA-certified foster homes and uses the information for risk-
based monitoring at CPASs. If county departmentswererequired to report critica incidents
to the Department, risk-based monitoring visits could be scheduled at the county
departments.

Additionaly, one county reported that it does not submit Stage | investigations on county
foster homesto the Department unlessthe investigation isfounded. Countiesare required
to report dl Stage | investigations to the Department to be reviewed by the State's
Ingtitutional Abuse Team. If aninvedtigation is not submitted to the State, thereis no way
to ensure athorough investigation was conducted by the county. If critica incidents were
tracked by county departments and submitted to the Department on an annud basis, the
Department would be able to ensure that dl abuse and neglect incidents are investigated
as required in regulation.

FHndly, as discussed previoudy, Stage |1 investigations are conducted on state-licensed
facilities by the 24-Hour Monitoring Unit after aStage | investigation has been completed
by the county. According to the seven county departmentsin our sample, none of them
conduct aforma Stage |1 or follow-up investigation on their certified homes. One county
stated that it does not take the State Indtitutional Abuse Team’s recommendations for
follow-up “serioudy,” because the county believes the Department does not have the
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authority to make these suggestions. The Department needsto strengthen the authority of
the State Indtitutiond Abuse Team or diminateit. Further, the Department needsto assign
daff to ensurethat thesefollow-up reviewsare properly completed. Conducting follow-up
reviews of county departmentsis essentia in determining whether the county violated rules
related to screening, training, and monitoring foster care providers.

The Department recognizes a need for increased monitoring of counties. The Divison of
Child Welfare conducted foster care county monitoring reviews of three county
departments at the end of Cadendar Y ear 2000 and the beginning of 2001. Thesereviews
focused on examining foster care provider records, sectionsof thefamily servicesplan, and
daff and provider interviews. The monitoring reportsidentified county strengths, areasfor
improvement, and specific noncompliance findings. However, no safety issues were
examined during thereview. Thesereportsdid not mention if family assessmentsarebeing
completed or if proper background checks are being conducted. The Department
currently has no plansto conduct more of thesereviews. Department oversightinthisarea
is essentid, and the Department should schedule subsequent monitoring vigts to county
departments. Additiondly, measures should be takento improve and modify the reviews
to incorporate safety issues.

The 24-Hour Monitoring Unit addresses safety issues at the CPAs and CPA-certified
fogter homes, o it is important that the Department aso focus on the safety of childrenin
county-certified foster homes. Formalized monitoring of the county departmentsand their
foster homes should be implemented to ensure the safety of children in the foster care

program.

Recommendation No. 13:

The Depatment of Human Services should ensure that county departments of
human/socid services are properly monitored by:

a. Seeking Statutory guidance on regulations requiring the county departments to
track and report al critica incidents to the State on an annua basis.

b. Conducting annud Ste viststo a sample of county departments. Critical incident
information should be used to assist in identifying high risk county departments for
dgtevidts. Aspart of these vists, department staff should review the procedures
county departments use to recruit and certify foster care providers.
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c. Providing training and technica assstance to county departments on recruitment
of foster care providers and certifying requirements and methods for conducting
investigations and preparing reports.

d. Revidng regulationsto give more oversght and authority to the State Ingtitutional
Abuse Team or diminating the Team.

e. As3gning saff to ensure that county departments are properly conducting follow-
up reviews and determining whether the county violated rulesrelated to screening,
training, and monitoring foster care providers.

Department of Human Services Response:

Partidly agree. Implementation: July 1, 2003. The Department agreesto annually
conduct Ste vigts using a risk-based sample to monitor on the areas noted in the
recommendation. The Department will propose rules change to require counties
to track and report summarized critical incident information in provider recordsin
Trals at the time a provider closes, moves or changes satus. The Department
does not agree with recommendation (d). This is an advisory team and the
authority for overdght and follow-up in Inditutional Abuse rests with the
Department.

| mprove Oversight of Medicaid Payments
to CPAS

Child placement agenciesmay receiveadditiona revenuesfrom Menta Health A ssessment
and ServicesAgencies(MHASAS) for case management services provided for foster care
children receiving mental hedth therapies. Medicaid funds are used to pay for these
services. According to the request for proposal (RFP) issued by the Department, case
management services are those "activities that are community-based and are delivered in
the consumer's environment, including service planning, outreach, referral, supportive
interventions, crisis management, linkage, service coordination and continuity of care,
monitoring/follow-up, and advocacy.” The Department isresponsible for overseeing the
activities of the MHASAS, which include ensuring that MHA SAs are properly monitoring
their subcontractors.

One CPA received nearly $29,000 in Medicaid revenues from a MHASA for case
management services dlegedly provided for foster childreninthis CPA’ scarein Calendar
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Year 2001. To receive Medicaid funds from MHASAS, a CPA submits journds to the
counties participating in the CPA Medicaid Transfer Program that detail the datesand time
spent managing a child's thergpeutic needs. Countiesare responsiblefor ensuring that the
children listed on these journals were under the care of the CPA during the time of the
dam. Countiesthen forward the documentation to the MHASA overseeing menta hedlth
savicesinthearea. 1n 2001 the MHASA paid this CPA $60 per month for every journa
that was submitted for the children placed by counties located within the MHASA's
service region.

We question whether the CPA should have received Medicaid fundsfor case management
sarvices. We sdlected asample of Medicaid payments made by the MHASA to the CPA
in 2001 and 2002, and we found no documentation that this CPA’ s saff actually provided
therapeutic case management services to foster children under its care. Staff from the
MHASA and the Department of Human Services indicated that the CPAS should be
documenting in alog or casefilethe types of case management services provided for each
child. However, our review of a sample of case files and notes found no such
documentation. In fact, for some of the cases where the CPA received Medicaid funds
for case management services, the case notes stated that the child was not receiving
therapy services.

Additiondly, a representative from the MHASA dated that the manner in which the
journds were filled out by the CPA raises suspicions as to the vdidity of the journds.
Each of the journals we reviewed included one single entry for case management services
provided for between one and three hours. According to the MHASA, such journds, if
accurately completed, would mogt likely include multiple daily entries in which case
management services were being provided. Furthermore, the owner of the CPA stated to
usthat her agency does not provide psychologica case management servicesto children
in its care and that many of the children placed through the agency do not receive
therapies.

As part of the audit, we found that counties and MHASAS do not aways review the
journds submitted by CPAsto ensure that CPAs are actudly providing case management
sarvices. Further, some of the contracts between CPAsand MHASAsdo not specifically
define case management services. The Department needs to strengthen its oversight of
Medicad payments made to CPAs for case management services. It needs to ensure
sarvices are provided before payments are made.



Foster Care Program Department of Human Services Performance Audit - June 2002

Recommendation No. 14:

The Department of Human Services should work to achieve a greater degree of
accountability of Medicaid-reimbursable case management services provided by child
placement agencies. To accomplish this, the Department should:

a. Ensure that MHASAS are adequately monitoring case management services
provided by child placement agencies on an annua bass.

b. Ensurethat MHASA contractswith child placement agenciesclearly communicate
the types of case management services that are reimbursable and the types of
documentation that should be maintained to support that these services were
actualy provided.

Department of Human Services Response:

Agree. Implementation: June 30, 2003. The Department will provide written
notice to dl MHASAS of the following:

a. MHASAS should monitor case management services provided to MHASA
clients by child placement agencies to ensure that case management services
billed to the MHASASs have been provided and documented. Monitoring
should be conducted at least annudly; and

b. MHASA contractswith child placement agencies should address the types of
case management services that are rembursable and the types of
documentation that should be maintained to support that these serviceswere
actudly provided.

Written notification will be completed by July 31, 2002. The Department will
review the MHASAS contractswith child placement agenciesand the MHASAS
effortsto oversee child placement agency case management services by June 30,
2003.
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Financial Activities of
Child Placement Agencies

Chapter 2

Background

As discussed in the Overview section, county departments of humarn/socia services often
contract with child placement agencies (CPAS) to provide foster care services. These
private agencies license, train, monitor, and directly compensate foster parents that they
certify. Additionaly, some agencies provide therapeutic servicesto children in their care.
When a county contracts with a CPA for the placement of afoster child, the county must
reimburse the CPA by the 15" of the following month for services purchased by the
county. Counties pay CPAs on a monthly basis for each placement. A daily rate is
determined by the county to cover the care of the child, the case management
requirements, and adminigtrative costs of the CPA. Counties may place children with any
of the licensed CPAsin the State. Therefore, one CPA may be responsible for children
from dl over the State.

In Calendar Year 2001 counties paid 61 CPAs in the State for providing foster care
services for dl or aportion of the year. These CPAs were respongible for overseeing
more than 5,000 foster children and were paid atota of $41 million of the $52 million (79
percent) paid by counties to CPAs and county-certified providers for family foster care
sarvices. It should be noted that payments to county-certified providers do not include
group home care. Tota payments to CPAs have minimdly fluctuated over the last five
years, ranging from $40 million to $42 million each year. CPAs may be designated as
ether for-profit or nonprofit entities. 1n Calendar Y ear 2001 there were 13 for-profit and
48 nonprofit CPAs licensed in Colorado. For-profit CPAs were paid nearly $10 million
in this year; the nonprofits were paid more than $30 million. The State receives federd
reimbursement only for children placed with nonprofit CPAs.

We sdlected a sample of 10 CPAsto review their financid activities. These CPAswere
selected on arisk basis because of either known problems (follow-up type reviews) or
because of a high-risk assessment score assigned by the Department. Depending on our
initid assessment, we conducted either a comprehensive financia review or a limited
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review of the financia activities. We note that the results of our reviews may not be
representative of al CPAsin the State.

Cadendar Year 2001 revenues for the 10 CPAs in our sample ranged from about
$218,000 to more than $4.3 million. These 10 CPAswere paid atotd of more than $14
million, or 34 percent of the total amount paid to al CPAsin the year. These agencies
were responsble for overseeing 857 children, on average, ranging between 20 and 260
children each month. Further, these agencies placed children with an average of between
5 and 101 certified foster care providers each month.

Cost Requirements

The contracts signed between counties and CPAs require CPASs to:

Conform with and abide by al rules and regulations of the Colorado
Depatment of Socia Services, the State of Colorado and any federa
laws and regulations, as such, which may be amended from timeto time,
and shdl be binding on the Contractor and control any disputes in this
Agreement.

These contracts adso state that CPAs must “maintain service program records, fiscal
records, documentation and other records which will sufficiently and properly reflect al
direct and indirect costs of any nature incurred in the performance’ of the agreement.
Further, contracts signed between six CPAsin our sample and El Paso County requirethe
CPAsto “drictly observe and conform with dl gpplicable federd, sate, and loca laws,
rules, regulations and orders...., including but not limited to.....Office of Management and
Budget Circulars (OMB),” including OMB Circular A-122.

Federa regulations require that subrecipients (i.e., CPA9) of federd funding through the
Title IV-E, Title XX, and Medicaid programs must follow gpplicable cost principles.
Specificdly, Title 45 Subpart 74.27 of the Code of Federal Regulationsrequiresthat "the
dlowability of costsincurred by nonprofit organizations. . . isdetermined in accordance
withthe provisonsof OMB Circular A-122," while, "the dlowability of costsincurred by
commercid organizations . . . is determined in accordance with the provisions of the
Federal Acquisition Regulations (FAR) at 48 CFR pat 31" One of the CPAsin our
sample was a sole proprietorship. We did not identify any language that would exempt a
s0le proprietorship from complying with federa cost principles. 1ssuesconcerningfinancia
operations of private child placement agencies have been identified in other Sates. For
example, the Auditor of Ohio audited the financial operations of 25 private agencies.
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Based on criteriafound in OMB Circular A-122, these auditsidentified about $2.2 million
in questioned and undlowable costs at 11 private placement agencies.

Using these cost principles, we reviewed expenditures of public foster carefundsby CPAs
inour sample. Aswe will discussin this chapter, we identified more than $1.1 million in
questionable expendituresincurred by 6 of the 10 CPAsincuded in our financid reviews.
Quegtionable expenditures for each CPA ranged from about $50,000 to more than
$420,000. It should be noted that the payments made to CPAs include a mixture of
federal, state, and locd funding sources. It was not possible to correlate specific
questioned costswith thefunding source. Therefore, when reporting questioned costs, we
did not attempt to alocate those costs among the entities that provide the funding.

Throughout our audit, we have worked with the Department of Human Services and the
Officeof the Attorney Generd to determinethe gppropriatelegd and administrative course
of action regarding questioned costs.

Related Party Transactions

We found that four CPAS (three nonprofits and one for-profit) in our sample paid for
mortgages and leases for 14 properties that were owned by these CPAS directors,
owners, or foundersor theirimmediatefamily. According to OMB Circular A-122, which
governs nonprofit agencies financid activities, these transactions are referred to as ' less-
than-arms-length leases.” Specificdly, OMB Circular A-122, Attachment B, part 46(c),
defines alessthan-arms-length lease as.

One under which one party to the lease agreement is able to control or
substantidly influence the actions of the other. Such leasesinclude, but are
not limited to those between (1) divisons of an organization; (2)
organizations under common control through common officers, directors,
or members, and (3) an organization and adirector, trustee, officer, or key
employee of the organization or his immediate family either directly or
through corporations, trugs, or Smilar arangementsin which they hold a
contralling interest.

Further, OMB Circular A-122, Attachment B, part 46(c) states that “rental costs under
less-than-arms-length leases are allowable only up to the amount that would be alowed
had title to the property beenvested in the organization.” This provison makesdlowable
only those cogts that would be alowed had a nonprofit organization owned the property.
In other words, only the depreciable amount of the building can be considered as an
dlowable expenditure. Additionaly, OMB Circular A-122 dtates that “rental costs are
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dlowable to the extent that the rates are reasonable in light of such factors as: (1) renta
costs of comparable property, if any; (2) market conditions in the areg; (3) dternatives
avalable; and (4) the type, life expectancy, condition, and vaue of the property leased.

Title 48 Subpart 31.205-36(b)(3) of the Code of Federal Regulations, which governsthe
financid activities of for-profit organizations contracting with the government, states that
rental costsare dlowable between* organizations under common control, to the extent that
they do not exceed the norma costs of ownership, such as depreciation, taxes, insurance,
fadlities capita cost of money, and maintenance.” Further, Title 48 Subpart 31.205-
36(b)(1) statesthat renta costs are alowable "to the extent that the rates are reasonable
at the time of the lease decison, after consideration of . . . rental costs of comparable
property, (and) market conditionsin the area.”

As part of the audit, we reviewed mortgage and lease payments made by CPAs in
Caendar Year 2001 and the public records related to these property transactions. We
found that four CPAs in our sample paid more than $450,000 for properties that were
owned by the directors, owners, or founders or their immediate family. Of this amount,
we guestioned more than $355,000 of these payments. Specifically, these property
transactions included the following:

*  One nonprofit CPA paid its founders about $157,000 in lease payments for a
property used asthe CPA’ soffice spacein Calendar Y ear 2001. Asnoted above,
only the annua depreciation of about $14,000 on the building can be considered
an dlowable cost. Asaresult, the undlowable paymentsin Cdendar Y ear 2001
total about $143,000.

» Afor-profit CPA paid about $136,000 for mortgagesor rentson seven properties
owned by the agency’s owner and/or the owner’s immediate family in Caendar
Year 2001. For five of these properties, the owner or her immediate family
secured five-year mortgages. We questioned the dlowability of dl or aportion of
the payments made by this CPA, which totaled more than $101,000. In Caendar
Y ear 2001 one property was used as the CPA’s office space. Three properties
were used as foster homes and were owned by two of the owner’ s sons and her
daughter. Another property was a former group home operated by the CPA’s
owner and was vacant in Calendar Year 2001. A sixth property was owned by
one of the owner’s sons and rented by another son, who reportedly provided
respite care services in Caendar Year 2001. The CPA paid the mortgage
payments to a nonrelated lender as compensation for the respite care services
provided by the son renting this property. The seventh property was owned by the
CPA’s owner and occupied by the agency’s housekeeper. According to the
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CPA’ sowner, paymentsfor this property were made as part of the compensation
package for the housekeeper for maid services provided at the office and one of
the foster homes.

»  Another nonprofit CPA in our sample leased five properties from one or both of
itsdirectorsin Caendar Y ear 2001. ThisCPA paid $111,500 for these properties
toitsdirectors. We questioned the dlowability of dl or aportion of the payments
made by thisCPA, which totaled more than $71,000. These property transactions
were less-than-arms-length leases, and payments for these properties exceeded
the depreciable amount allowed and/or the market value rental costs in the area
(OMB A-122, Attachment B, Paragraph 46). These properties were used as
office space, foster homes, and a group care center.

» Thefourth CPA paid $48,000 in lease paymentsto its director in Caendar Y ear
2001 for the agency’s office space.  Since only the depreciable amount on the
building in a lessthan-ams-length lease is alowable, we questioned nearly
$42,000 in lease payments for the property.

Additiondly, we questioned nearly $20,000 in utility payments made by a CPA for a
number of properties, many of which were owned by family members. Supporting
documentation related to these utility payments was incomplete and it was often difficult
to determine if payments were for legitimate business purposes.

Paymentsfor Management Feesto Related
Corporations

We questioned management fee payments made by one of the nonprofit CPAs in our
sample to a related for-profit corporation in Fiscal Year 2001 due to the lack of
documentation supporting that these costs were related to the provision of foster care.
According to adraft of theindependent auditor’ sreport for the year ended June 30, 2001,
this CPA paid nearly $370,000 toitsrelated for-profit corporation in Fisca Y ear 2001.
The $370,000 in management fee payments appears to be excessive given that it
represents morethan 16 percent of the $2.2 million of thisCPA’ sfogter carerevenuesand
no documentation of the work performed or services provided was available.

We obtained a copy of the management contract established between this CPA and its
related for-profit corporation from the Division of Child Care. Thiscontract statesthat the
CPA will pay a management fee to its related for-profit corporation based upon the
following:
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* There shdl firg be determined the gross revenue for the month in question for the
CPA.

»  There shdl then be subtracted from the gross revenue dl amounts paid for (1) the
account of employees, subcontractors, suppliers, and smilar parties of the CPA;
(2) dl amounts paid for operating cogts, including, but not limited to, rent, office
supplies, telephone expenses, and smilar items of the CPA; and (3) the sum of
$1,000.

» Theremander of the gross revenue shdl then be the monthly fee pad to the for-
profit corporation.

In addition to the monthly management fee, the contract Satesthat the CPA will pay the
for-profit corporation an annud bonus. This bonus is based upon the net income of the
CPA before taxes and deduction of depreciation or amortization expenses minus a
subtracted sum of $12,000. With this arrangement, it appearsthat dl of the “profits’ of
the “nonprofit CPA” are being trandferred to the related for-profit corporation. The
method used to pay the monthly management fee and the annua bonusisnot based on the
services provided by thefor-profit corporation, but rather on the” profits.” OMB Circular
A-122 Subparagraph 7(d)(1) states that when evaluating compensation to members of
nonprofit organizations, trustees, directors, associates, officers, or theimmediate families,
“determination should be made that such compensation is reasonable for the actud
personal services rendered rather than a distribution of earnings in excess of cogts.”

Paymentsto Family Members

We identified more than $108,000 in cash payments made by a for-profit CPA to the
owner’ sfamily membersin Cdendar Y ear 2001. We questioned the alowakility of nearly
$85,000 of these payments primarily due to alack of documentation and failure to meet
the reasonableness criteria in Title 48 Subpart 31.201-3, which states that the
determination of reasonable costs depends on “whether it is the type of cost generaly
recognized as ordinary and necessary for the conduct of the contractor's business or the
contract performance.” Specificaly:

»  We questioned more than $55,000 in payments made to four family membersfor
reported respite care services. The total cash payments made to each of these
family members ranged from about $8,800 to $23,300 in Calendar Y ear 2001.
The CPA did not provide uswith origind documentation detailing the total hours
of respite care services provided, the dates of service, the names of the children,
the location where respite care was provided, or the rate of pay for the services.
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We questioned these costs based upon sections from Title 48 Subpart 31 of the
Code of Federd Regulations and state statutes. Section 26-4-603(19), C.R.S,,
defines respite care as.

Services of a short-term nature provided to a client, in the
home or in a facility gpproved by the State department, in
order to temporarily relieve the family or other home
providers from the care and maintenance of such client.
(emphasis added)

The Department noted that respite care payments typically amount to about $20
monthly per child. However, we found that respite care payments made by this
CPA to the owner’ sfamily members significantly exceeded thismonthly rate. For
instance, payments to the owner’s daughter often ranged between $1,500 and
$2,100 per month and were sometimes higher than the amount the certified foster
care provider received. Department staff indicated that such large payments for
respite care services would be highly unusud.

*  We questioned about $30,000 in other payments by the CPA to family members
in Caendar Year 2001. Nearly $26,000 of these payments were made to the
owner’s spouse and son for reported loan repayments. The payments were
questioned due to alack of supporting documentation thet the loanswerein fact
madeto the CPA. Additionaly, we questioned more than $4,000 in paymentsto
family members primarily dueto alack of supporting documentation showing that
these payments related to the business operations.

Additiondly, we questioned $55,000 that was paid by another CPA toitsrelated for-profit

corporation. These funds were used by the related for-profit corporation to pay a
dividend to a shareholder. The shareholder is a related party (i.e., mother of the CPA

president). It should be noted that thisfigure wasincluded in the $370,000 in questioned

costs for management fees discussed earlier.

Paymentsfor Personal Purchases

We identified nearly $65,000 in credit card payments made by a for-profit CPA that
appeared to be for persona use. We questioned the dlowability of these payments
primarily because of alack of documentation to support that the purchaseswere business-
related. Itemized receiptswere not provided for most of the credit card purchases, which
included vacation, food, clothing, beauty, and home improvement items.
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Additiondly, weidentified nearly $9,000in ATM cash withdrawal s from the CPA’ sbank
account that do not appear to be businessrelated. These ATM transactions were
withdrawn from automated machines|ocated in casinosin Cripple Creek and Black Hawk.
Further, we questioned the alowability of more than $37,000 in payments made by this
CPA for other types of expenditures, such as insurance on properties not used as office
gpace paid for by the CPA, plumbing repair, and food items. We also questioned more
than $23,000 in costs incurred by one CPA for vehicle payments, insurance, repairs, and
gasoline cogts. No business-use logs were maintained by this CPA for the costs, and as
aresult, we could not determine if these costs were business-related.

In the case of two other CPAS, we found that about $4,600 in payments were made to
various restaurants and for an advertisement to sall a director's car. No documentation
was provided substantiating the business nature of the food expenditures. OMB Circular
A-122 daesthat "costs of amusement, diversion, socid activities, ceremonids, and costs
reating thereto, such as meds, lodging, rentds, transportation, and gratuities are
undlowable.

Paymentsto Foster Care Providers

According to department regulations, foster care maintenance payments are intended to
cover the*cogt of providing food, clothing, shelter, daily supervision, school supplies, and
reasonable travel to the child’'s home for vigtation.” Further, department regulations, the
federa Socid Security Act, and the Internal Revenue Code provide definitions of who
qudifiesto recalve foster care maintenance payments. These definitions include:

» Department regulations: A child maintenance payment is required to be paid
to dl provider types where the child isin resdence.

* Federal Social Security Act: Foster care maintenance payments may be made
on bendf of achild in the foger family home of an individud.

* Internal Revenue Code: Any payment made pursuant to afoster care program
and paid to the foster care provider for caring for a qudified foster individud in
the foster care provider's home.

In Cdendar Year 2001 one CPA paid more than $150,000 in foster care maintenance
payments to afoster care provider. According to the owner of this CPA and the foster
care provider, these payments were made for children under this provider’s care as well
as for children in the care of two other certified foster care providers. This provider
owned two homes where the other two providers resided during the year. According to
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the owner of the CPA, this provider requested that payments for al three homes be paid
to him directly. This provider stated that he consders the other two providers to be his
employees and he pays their housing costs aswell as awage for caring for the childrenin
their homes.

According tointernal documentation maintained by this CPA, about $83,000 in payments
to this provider were intended for children in the care of the other two providers.
Department documentation further indicates that payments were made to the CPA for
children in the care of these two other providers. We requested documentation
subgtantiating that the provider receiving the maintenance payments was actudly passng
on monies to the two other providers. However, no documentation was provided. Asa
result, we concluded that the $83,000 in payments paid to the one provider should have
been paid directly to the other two providers.

Onthebasisof the definitions of foster care maintenance payments, we concluded that the

$83,000 in payments made to the one provider on behdf of the other two providers do

not fit the definition of foster care maintenance payments, because the children in the care
of these two providers did not reside with the provider who received the payments.

Furthermore, we cannot substantiate that the provider who received the payments passed

on the portion intended for the other two providers. Additiondly, it should be noted that

the one provider who received the payments for the other two providers acted as a
subcontractor to the CPA but was not certified by the State. The standard State contract

prohibitsa CPA from entering “into any sub-contract without the expresswritten approva

of the Executive Director” of the Department of Human Services.

Paymentsto Employees and Contractors
Questioned

We questioned the dlowability of about $83,500 in payments madeto CPAS employees
and contracted |aborers for wages, bonuses, and reimbursements, which included:

* Reimbursements of about $31,000 paid by anonprofit CPA toitsdirector
and clinical director were questioned due to the lack of documentation
substantiating that costs incurred related to the provision of foster care services,
asrequired by OMB Circular A-122.

* A bonus of $25,000 was approved by a nonprofit CPA toitsdirector in
Calendar Y ear 2001, despite the fact that the CPA’ s revenues decreased from
the previous year and it operated a a significant loss in Caendar Year 2001.
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OMB Circular A-122 requires that when andyzing compensation paid to
directors of nonprofit organizations, "determination should be made that such
compensationis reasonable for the actual personal services rendered rather than
adigribution of earningsin excess of codts”

* Rembursements of nearly $14,000 paid by two nonprofit CPAs to their
employeeswere questioned dueto thelack of documentation substantiating that
costs incurred related to the provision of foster care services, as required by
OMB Circular A-122. Additiondly, wequestioned gasolinereimbursementspaid
by one CPA toitscase managers and thergpists. These paymentswere made at
arate of $50 per month per foster home supervised by the case manager or
therapist. For ingtance, if a case manager or therapist supervised five homesina
month, this staff member would receive $250 for gasolinereimbursements. The
CPA did not establish a written policy on this reimbursement and the same
amount ispaid regardless of thelocation of thefoster home. No mileage or other
documentation is tracked to substantiate the reasonableness of these
expenditures. According to OMB Circular A-122, Attachment B, Subparagraph
55(b), travel “costs may be charged on an actud badis, or aper diem or mileage
basisin lieu of actud costsincurred, or acombination of thetwo.” ThisCPA’s
method of reimbursing case managers and thergpists for mileage is based neither
onactua cost nor on aper diem or mileagerate. Asaresult, we have questioned
all $4,400 in gasoline reimbursements paid to employess.

» Payments of more than $7,500 paid by onefor-profit CPA for contracted
labor were questioned dueto the lack of documentation substantiating that costs
incurred related to the provision of foster care services, as required by OMB
Circular A-122.

« Payments of $6,000 paid by one nonprofit CPA to a case manager on
behdf of afoster family for the purchase of avehicle were questioned dueto the
aoplicability of the transaction to foster care. This CPA was withholding a
portion of one of its foster care provider's child maintenance payments and
remitting that portion to one of its case managers for the purchase of avehicle by
the foster parent from the case manager. While the foster care provider in
question agreed to the transaction, child maintenance payments are supposed to
be used by the foster parent to maintain a foster child in the home. We do not
bdieve it is ordinary or necessary for a CPA to be involved in private party
transactions between one of its certified foster parents and one of its employees.
As aresult, we have questioned the $6,000 paid to its case manager.
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Strengthen Controls Over Financial
Activitiesof CPAs

The foster care system needs adequate controls to protect theinterests of children and to
safeguard the State's financid assets. The Department has been aware of the risks of
misuses of foster care funds by CPAs for years.  For instance, the 1998 Office of the
State Auditor’ s Divison of Child Welfare Services audit Sated:

It appears that as much as 65 percent of thetota rate paid to CPAsfor out-of -
home placements may be used for administrative or other purposes beyond
those rdlated to the direct care and maintenance of the children in placement .
.. Condderation should be given to the amount CPAs are retaining for
adminigraive purposes and the amount being used for the direct care and
maintenance of children in placement. At present, unlike many other publicly
funded programs, there are no limits on what is spent or retained for
adminidrative purposes. A 1997 review by the Department found that some
CPA directors and their adminigtrative staff receive more than $100,000 in
annua compensation while other directors receive no compensation.

Additiondly, aseries of newspaper articleswas released in 2000 that identified numerous
financid issues related to CPAs. Despite these reports of actual or potential misuse of
foster care funds, we encountered a system serioudly lacking effective controls.

Department Audits. Although the gaff from the Divison of Child Care conduct on-site
vidtsof CPAsduring each year, they do not review thefinancid activitiesof CPAs. These
vigts primarily congst of reviews of safety and licensing issues. Further, we found that the
Department’ s Field Audits Division does not conduct any financia monitoring of thefoster
care program. We bdieveit iscritica for the Department to conduct in-depth audits of
the financid activities of CPAs. The Department should useits Field Audits Divison asa
key component of ensuring private child placement agencies spend taxpayer funds
gopropriately. Feds Audits.

. . . provides an externd audit function for the Colorado Department of Human
Servicesthat independently verifiesfisca information. Theprimary responsibility
of the unit is to ensure that those organizations receiving federal and Sate
financid ass stance have spent the fundsin accordance with gpplicablelawsand
regulaions . . . This function includes a sub-recipient [i.e., child placement
agencies] monitoring component that meets federd mandates. . . . Fidd Audits
aso provides protection for CDHS againgt fraud, abuse and federa sanctions.



Foster Care Program Department of Human Services Performance Audit - June 2002

The statutory basisfor the Field Audit Divisionisfound in the Colorado Revised
Statutes. . . . Authority isaso found in the Single Audit Act of 1984 (P.L. 98-
502), the Single Audit Amendments of 1996, and OMB Circular A-21, A-87,
A-102, A-110, A-122, and A-133.

The Department should develop and implement a risk-based approach to conduct
comprehensive financid audits of a sample of CPAs over the next year. Following these
initid audits, the Department should implement and establish an ongoing cycle to audit dl
CPAs.

Desk Reviews of Audited Financial Statements. Although CPASs are required to
submit an annua independent audit to the Department each year, we found that the
Department has not enforced thisrequirement. During our audit we requested thefinancia
audit reports for the CPAs in our sample. The Department provided us with the audit
report for only 1 of the 10 CPAsin our sample. Conducting desk reviews of the audited
finandal satements of CPAs can help Department staff to better identify unusud
expendituresthat may represent misusesof foster carefunds. A department regulation was
changed effective February 2002 to now require CPAsto submit independent auditsalong
withsdlf-reported financia information to the Department. The Department’ sinterna audit
group plans to begin reviewing these reports and documents.

Reasonableness T ests: Because the Department does not conduct audits or desk
reviews of financid transactions by CPAS, staff do not know if expenditures incurred by
CPAs are reasonable. Some of the problems in our audit were identified using smple
andyticd review. For example, andyzing payments to foster care familiesin comparison
to costs of therapy, case management, or overhead is a smple way to identify where
problems may exist. The Department, however, compiles little information to dlow it to
check for exceptions and deviations. The Department should include these tests as part
of its on-gte audits and desk reviews.

Follow-Up and Enforcement: We found that the Department has not adequately
followed up on concernsraised in the past. For instance, in May 2000 the Department
attempted to identify how much money passed between a nonprofit CPA and its related
for-profit corporation. However, dueto thelack of information provided, the Department
was unable to make this determination. A state ingpection report dated May 11, 2000
recommended:

Better documentation of the agency’ sincome and expenses needsto occur. At
present, it is Hill difficult to ascertain how much of the agency’ s revenues revert
to [therelated for-profit corporation] as opposed to remaining within [the CPA]
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to meet the needs of foster families and children in care. Thishasbeen amgor
risk factor for this agency in the past. In order to ensure that this does not
reoccur, ongoing fisca accountability of this agency to its funding entities is
crucid.

Although gtate licensing staff noted concerns regarding this CPA, we found that the
Department has made no effort sincethe May 2000 review to determine how much money
passes between the CPA and its related for-profit corporation and whether these
paymentsrelate to the provision of foster careand are reasonable. The Department needs
to require this CPA to make dl of its financia records available for ingpection, including
al records related to payments between this CPA and its related for-profit corporation.
The standard contract established between counties and CPAs includes a provision that
permits the Department “to monitor the service program, fisca books, and other records
auffidently to assure the purchases of services in the agreement are carried out for the
benefit” of the foster care children. If this CPA refuses to provide these records, the
Department should take immediate negative licensng actions againgt this CPA. Section
26-6-108(2), C.R.S,, identifies severa stuations in which the Department can deny,
suspend, revoke or make probationary thelicense of aCPA aswell asassessfinesaganst
the CPA. One of the criteriain which negative licenang actions can be taken and fines
assessed isfalureor refusa by the CPA “to submit to an investigetion or ingpection by the
Department or to admit authorized representatives of the Department at any reasonable
time for the purpose of investigation or ingpection.”

To date, the Department has not identified any questioned costs at any of the 61 CPAs.
We believe the Department should work with the appropriate federd and county
organizationsto recover dl of the misused funds by CPAs in our sample. The standard
contract established between county departments of human/socia services and CPAs
sates

Incorrect paymentsto the contractor due to omission, error, fraud, or misuse of
funds shall be recovered from the Contractor either by deduction from
subsequent payments under thiscontract or other contracts between the County
and the Contractor or by the County, as a debt due to both the State of
Colorado, Colorado Department of Human Services, and the County.

Further, to date, there have been no sanctions imposed on CPASs for misuses of public
funds. According to management, the Department does not have the statutory authority
toimpose sanctionsfor misuse of funds. The Department’ sregulationsstatethat alicensed
CPA “may befined up to $100 aday to amaximum of $10,000 for each violation of the
Child Care Licenaing Act or for any statutory grounds as listed at Section 26-6-108(2),
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C.R.S” This datutory provison identifies a number of circumstances in which the
Depatment “may deny, suspend, revoke or make probationary” the CPA’s license or
assess afee againg the CPA. As dated in this section, the Department is authorized to
take actions againgt a CPA for violations such as consstently falling to maintain sandards
prescribed and published by the Department or furnishing or making any mideading or
fdse satements or reportsto the Department. We bedlieve the Department needs to seek
datutory authority to impose fiscal sanctions for misuse of foster care funds.

Recommendation No. 15:

The Department of Human Services should ensure that dl child placement agencies
providing foster care services are meseting state and federd requirements related to how
public foster care funds can be spent. To accomplish this, the Department should:

a. Propose statutory changesto authorize the Department to imposefisca sanctions
againg child placement agencies for misuse of funds.

b. Deveop and implement a plan to audit a sample of child placement agencies
within the next year. The Department should use a risk-based approach when
sdecting the sample of child placement agencies. The Department should report
the results of thesefinancia reviewsto the Senate Hedlth, Environment, Children
and Families Committee and the House Hedth, Environment, Wdfare and
Indtitutions Committee by December 31, 2003. Following theseinitia audits, the
Department should develop and implement a plan to audit child placement
agencies on an ongoing cycle.

c. Enforce requirements that child placement agencies submit audited financid
statements on an annua basis. The Department should review and andyzethese
financia statements and follow up with child placement agencies on any
questionable expenditures.

d. Provide technicd assistance and training to child placement agencies on the
proper uses of foster care funds.

e. Work with the U.S. Department of Hedth and Human Services administrators
to identify and recover al federal undlowable costsincurred by child placement
agenciesin our sample.
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f.

Work with the county departments to determine whether the findingsset forthin
this report congtitute a breach of their contracts, and if so, seek appropriate
remedies.

Asss county departments in seeking recovery of misspent funds by providing
adminigrative and technical support as needed.

Department of Human Services Response;

Patidly agree. Implementation: December 31, 2003. The Department will
propose the statutory changes recommended. The Department will dso develop
and implement aplan to audit asample of child placement agenciesbased on risk
in the next year and will report the results of the review as outlined. The
Department will so develop and implement a plan to audit a sample of CPAs
on an ongoing bads. The Depatment will enforce requirements that child
placement agencies submit audited financid statement and will provide technica
assistance and training on the proper uses of foster care funds. The Department
will work with the federal Department of Health and Human Servicesaswell as
county departmentsin the recovery of unalowable cods.

M odify Rate-Setting Approach

Rates paid by counties to child placement agencies vary dgnificantly. As the following
table shows, average paymentsto CPAs by the seven countiesin our samplein December
2001 ranged from about $1,400 to nearly $2,100 per month. It should be noted that
average rates can be affected by the types of children served by the CPAs and the
counties paying for the care of the children.
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Average Monthly Payments Made by Counties
in Our Sampleto CPAsin December 2001

Average Monthly
County County Size Payment

Morgan Medium $2,066
Clear Creek Smdl $1,916
Mesa Lage $1,784
Laimer Lage $1,514
Denver Lage $1,450
Pueblo Lage $1,449
Adams Lage $1,413

Source; Office of the State Auditor’s analysis of information provided
by the Department of Human Servicesfromits County Financial
Management System (CFMS).

Note: Thesize of the county isbased upon the Department’ sclassification

of counties. Thefivelarge counties listed above participate in the
CPA Medicaid Transfer Program, which redirects a portion of the
child placement agencies normal reimbursement to Mental Health
Assessment and ServicesAgencies(MHASAS). Theratesfor these

five counties do not include Medicaid Transfer funds.

Colorado gatutes give county departments of human/social services the authority to
negotiate monthly ratespaid to CPAs. 1n 1997 the Colorado General Assembly modified
the ways counties set foster care maintenance rates. Senate Bill 97-218 established
provisons alowing counties to:

Negotiaterates, services, and outcomeswith providersif the county has
arequest for proposa processin effect for soliciting bidsfrom providers
or another mechanism for evauating the rates, services, and outcomes
that it is negotiating with such providers that is acceptable to the State
department [of human services)].

Prior to the passage of the Bill, the Department was responsible for setting maximum rates
for foster care. When comparing the 1996 foster care child maintenance rates established
by the Department  with the rates currently set by counties, we found that, in generd, the
current county rates are higher than the Department’ s 1996 foster care rates.
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The total monthly payment to CPAs for children in their care is based upon four rate
components, which include:

Child Maintenance is areimbursement to cover the cost of mantaining achild
infoster care, including a difficulty-of-care component for children who require
increased supervison. Counties often determine these rates using standardized
assessment tools. One of the most common tools used by countiesisthe Needs
Based Care (NBC) ingtrument. This tool was created by the Northern
Consortium of Counties as a mechanism for countiesto negotiate rateswith child
placement agencies. County staff use thistoal to identify how difficult it will be
for providersto carefor the child and, based upon thisinformation, assgn aleve
of care for the child, often ranging from 0 to 3. Each level of care corresponds
with amonthly child maintenance rete.

Adminigrative M aintenance coversgenerd and administrative overhead, and
case management services provided to children in foster care. Some counties
edtablishtheir own ratesfor thiscomponent. Inour sample of seven counties, we
found that five counties set their own adminigtrative rates. Often, these counties
ether develop these rates based upon the results of the standardized assessment
tool or establish flat rates to pay to CPAsfor dl children, despite tharr difficulty-
of-care results. Counties that do not establish their own rates use the State-
determined rates for this component, often referred to asthe “anchor rates” In
our sample of seven counties, we found that two counties use the state-
determined anchor rates. Anchor rates are developed for each individud child
placement agency licensed by the Department. The Department setstheserates
based upon cost estimate reports prepared by CPAs applying for a license.
These reports include personnd, office space, transportation, and other
adminidraive codts that the CPA anticipates will be incurred when providing
foster care services. Department staff use these cost estimates to determinethe
monthly administrative maintenance and servicesrates. According to department
daff, gpproximately 90 percent of the anchor ratesin TRAILS were established
prior to 1997. These anchor rates have not been adjusted since early 1997.

Adminigrative Services covers socid sarvicestype functions including
thergpeutic, recreetiond, and educationd staff. Theseratesareestablishedinthe
same way as adminigtrative maintenance rates.

Respite covers costs associated with the temporary supervison of foster care
children. The State has set the monthly compensation rate for each child a $20.
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The following table shows the rates established by the seven counties in our sample for
each component. Some counties use various levels of rates. The assessment tools used
to determinethelevd of care needed for the child are used to determine which specific rate
(child maintenance and adminigtrative) will be paid to the CPA.

Rates Established by Countiesin Our Sample for Negotiating
Monthly Payments With Child Placement Agencies

County Child Admin Admin Respit
County Sze Maintenance Maintenance Services e
Adams Large $349 to $980 $250 to $550 $0 $20
Denver Large $0 to $980 $250 to $596 $0 to $450 $20
Laimer Lage | $3861t0 $1,000 | $350 to $650 $0 to $450 $20
Mesa? Lage | $349to $980 $0 to $1,817 $151 to $1,989 $20
Pueblo © Large | $680to $1,080 $550 to $630 $0 $20
Morgan @ Medium |  $350 to $424 $0to $1,817 $151 to $1,989 $20
Clear Creek Smdl $580 to $980 Varies Varies $20

Source; Office of the State Auditor’ sanalysis of child placement agency rates established by counties

a

in our sample.
Two counties in our sample-Mesa and Morgan—use the state anchor rates to determine
administrative maintenance and services rates paid to CPAs. Anchor rates are administrative rates
determined by the Department of Human Servicesfor individual CPAsand theseratesvary from CPA
to CPA. As shown in the chart, anchor rates set for administrative maintenance range from $0 to
$1,817 and for administrative services range from $151 to $1,989.
Pueblo County decreases administrative maintenanceratespaid to CPAsby about $61 and remitsthis

amount to the MHASA providing servicesin the area.
Clear Creek County does not use established dollar guidelines or the anchor rates. Instead, this
county negotiates each rate, which will vary from child to child and CPA to CPA.

CPA Rates Are Not Adjusted to Reflect Cost
Experiences

We identified a number of problems with the rate-setting approaches used by the
Department and counties to set adminidrative rates paid to CPAs. Specificdly, the
counties that set their own adminigirative rates do not base the rates on any type of cost
andyds. For instance, one county merdly requested that CPAs provide staff with therate
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that would sufficiently cover their adminidrative cogts. The county did not require the
CPA s to provide documentation to support the rate request. Using the CPAS requests,
this county set aflat adminidtrative rate to pay its CPAs. Another county reported thet it
requests from the CPA asummary of itscosts.  According to county staff, CPAs provide
this summary informally over the phone, and no documentation is provided to the county
to substantiate the costs reported by the CPAS.

By not setting their adminigtrative rates based upon CPAS individua cost experiences,
counties may over or under compensate CPAs for their services. For instance, we
guestioned more than $420,000 in costs paid to a CPA in Caendar Year 2001. We
found that this CPA paid its foster parents high monthly maintenance payments, often
passing on the entire maintenance amount paid by the county to the foster parents. After
paying its foster parents, this CPA had enough foster care funds remaining to pay
mortgages on various properties, disburse money to the owner’s family members, and
purchase persond items. This CPA was paid nearly $430,000 in administrative cost
reimbursementsin Calendar Y ear 2001. However, we determined that this CPA incurred
adminigrative costs for the year of gpproximately $80,000, which included employee
sdaries, rentd costs, and office supplies. Most of the counties that contracted with this
CPA set their own adminigrative rates. Because these counties did not consider actua
cost experiences related to foster care services, they did not account for the minimal
adminigtrative costs needed to operate this CPA.

Additionaly, we found that had al the counties that contracted with this CPA in Cadendar
Y ear 2001 used the state-determined anchor rates, they would havepaid this CPA more
than $815,000 for adminigrative costs. One of the main problems with how the
Depatment establishes anchor rates is that these rates are based upon each CPA’s
edimates of cost and casdloads a thetimethey arelicensed by the State. The Department
does not modify these rates after the CPA has begun its operations to better reflect the
cost experiences and caseloads of the CPA. Aswe mentioned earlier, the vast mgority
of anchor rates entered in TRAIL S were established more than five years ago.

Itisessentid that the Department and the countiesreeva uate their methodsfor establishing
adminidrative rates paid to child placement agencies. Adminigtrative costswill vary from
agency to agency, depending on the sze of the organization and the range of services
provided. Our review of the financid activities of a smal sample of child placement
agenciesindicates that by not basing child placement agency rates on the cost experiences
of the agencies, counties are paying some CPASs more than is needed to provide foster
care services and are ingppropriately usng taxpayer dollars. Ogptions for modifying the
rate-setting approach include:
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Egtablishing capped administrative rates for all CPAs at a reasonable
per centage based upon analysis of cost data. The Department would need
fird to collect and evauate information related to the cost experiences of CPAS.
Usng this information, the Department could then determine a reasonable
percentage that would alow CPAs to effectively and efficiently provide foster
care services. Upon implementation of capped adminidrétive rates, the
Department would need to monitor thefinancid activities of CPAsto ensure that
adminidraive costs are not exceeding the capped amount. If CPAs exceed the
maximumamount allowed, the Department woul d need to take actionsto recover
the undlowed adminidrative expenditures.

Egtablishing statewide ranges of allowable administrative rates paid to
child placement agencies. Rather than capping administrative codts at a
specified percentage, the Department could determine ranges of reasonable
adminidrative ratesthat could beused by CPAs. To determinetheseranges, the
Department would need to conduct cost anadyses of CPAsin the State.

Maintaining the current system of individualized ratesfor each CPA but
centralizing the cost analysisto ensure reasonableness. Under thismodd,
the Department would need to conduct analyses of cost experiences of CPAs at
least every two years and comparethe resultswith how much counties are paying
CPAsfor adminigtrative cogts. The Department would need to be given authority
to require counties that have set their administrative rates for a CPA too high to
lower their rates to a reasonable amount, as determined through the cost
andyses. Further, the Department would need to share the results of these cost
andyses with counties so that they can use this information to make future
decisons on adminidrétive retes.

Recommendation No. 16:

The Department of Human Services should ensure that counties pay child placement
agencies areasonablelevel of compensation based upon their individua cost experiences.
This should include:

a.  Modifying the rate-setting approaches used by the Department and counties. This

may include capping adminigrative costs incurred by child placement agencies,
edtablishing satewide ranges of alowable adminidrative rates paid to child
placement agencies, or maintaining the current system but enhancing the rate-
setting procedures. Depending on how the rate-setting structure is changed, the
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Department may need to propose statutory changesthat would reassign some of
the rate-setting respongbilities with the Department, particularly the setting of
adminigrative rates.

b. Cadllecting and andyzing information on licensed child placement agencies cost
experiences a least every two years and ensuring that administrative rates set by
the Department and counties reflect these cost experiences. The Department
should shareits CPA cogt andyses with dl countiesin the State. Further, if the
rates are higher or lower than a CPA’s adminigtrative codts, the Department
should adjust the rates.

c. Reviewing counties methodologies for establishing adminidrative rates at least
every two years to determine if they accurately reflect the cost experiences of
CPAs. If the Department identifies counties that have set their adminigtrative
ratestoo high or too low, the Department should assist these countiesin adjusting
these rates to accurately reflect the costs of the CPAs.

Department of Human Services Response:

Patidly agree. Implementation: July 1, 2003. With respect to (@), the
Department disagrees with setting administrative caps or reassgning rate-setting
to the Department.  With the passage of SB 97-218 which capped the child
welfare dlocation, counties were given the ahility to negotiate their ratesin order
to better control their costs.  Regarding (b) the Department agrees to improve
rate-setting by analyzing cost information and providing the results of the andysis
to county departments. Additionaly the Department will adjust theadminigtrative
rate in the system to be more aligned with the cost reports. The Department aso
agreesto review counties methodologies for setting rates and as a result of the
review will communicate either approval or denid of the rate-setting
methodology.
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Cost of Care
Chapter 3

Background

Foster care program costsin Colorado areincurred at anumber of different governmenta
and non-governmentd levels, including the Colorado Department of Human Services,
county departments of humarn/socia services, Mental Health Assessment and Services
Agencies (MHASAS), private child placement agencies (CPAS), and family foster and
group homes. Foster homes and group homes are reimbursed for their costs by either
counties or child placement agencies. Child placement agencies are reimbursed for their
costs by counties and in some ingances MHASAs. MHASASs are reimbursed for their
costs by the State and the federal government. Counties are reimbursed at 80 percent of
their costs by the State. The State is partialy reimbursed for its costs by the federal
government through Title IV-E, Title IV-B, and Title XX of the Socid Security Act of
1975 as amended.

Compare Costs of CPAsand Counties

Senate Bill 01-012, whichwas passed by the General Assembly during the 2001 session,
included a provision that requires the Department to “analyze and evaduate expenditures
as reported by child placement agencies each year and compare such expenditures to
county expenditures for the provison of foster care services” To comply with this
requirement, department staff have modified the County Financia Management System
(CFMS) and the County Employee Data Store (CEDYS) so that these systemswill beable
to track county foster care certification and training costs. In addition, direct and indirect
costs incurred to maintain the foster care certification program, such as supervison of the
certification program by the immediate supervisor and/or adminigtrator, will betracked in
aspreadsheet. According to department staff, they have beenimplementing these changes
during the firg Sx months of 2002, and full implementation is expected by the end of the
year.

To mest the requirements of Senate Bill 01-012, the Department and counties need to
track and compare foster care costs that counties and CPAs are likely to incur when
providing foster care services. A proper cost comparison would include only those
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services that both counties and CPAs provide. While cettification is one of the primary
sarvices provided by CPAS, these agencies also provide other services, such as case
management and therapy, inwhich costsareincurred. It isessentid that the Department’s
comparisoninclude the same types of costsaswell asany monitoring activities conducted
by the Department or counties that are solely attributable to CPAS.

Currently the Department does not specificaly track total foster care program costs, which
include county and department administrative costs. The Department tracks foster care
adminidrative costsas part of child welfareadminigtrative costs. Inadditionto foster care,
child wefare adminigrative costs include costs associated with administering other child
welfare programs, such asthe Subsidized Adoption Program, residentia trestment centers
(RTCs), and residentid child care facilities (RCCFs). The Department provided us with
acost estimate related to department-level administration and actua payments made to
county-certified foster homes and child placement agencies. However, because county
adminidrative costs are not specificaly tracked as foster care program costs, the total
costs for children placed in foster care in Colorado cannot be reported.

In 1998 our Divison of Child Welfare Services audit report discussed the lack of
informationonthetota cost of providing carefor childreninthe child wefare sysem. This
report stated:

The Divison does not know the cumulative codts of serving a child in the child
welfare system or whether certain age groups or program areas are more or less
costly than others. Consequently, the Divison cannot determine whether the cost
of providing services has changed significantly over time or identify changes to
provide services or treat children in a more cogt-efficient manner.

We identified several benefits of tracking the total cost of foster care. Specifically,
identifying and monitoring total program cogts dlows the Department and counties to:

» Determine futurebudgeting needsand identify waysto control costs. Usng
cog information, program managers can control and reduce costs. For example,
with gppropriate cost information, managers can compare costs with known and
assumed benefits of activities and with vaue-added and non-vaue-added
activities. They can then make decisionsto reduce resources devoted to activities
that are not cost-effective. Further, managers can usethisinformation to compare
and determine reasons for variances between actual and budgeted costs of
activities, compare cost changes over time and identify their causes, and identify
and reduce excess capacity costs.
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* Measure the efficiency and cost-effectiveness of foster care. Measuring
costsisan integrd part of measuring performance intermsof efficiency and cost-
effectiveness. Also, information on program costs can be used asabasisfor cogt-
benefit considerations.

» Develop rate-setting approaches. Cog information is an important factor in
setting fees and reimbursements.

Recommendation No. 17:

The Department of Human Services should either modify itsfinancid reporting systems so
that they will accurately track total foster care program costs or conduct astudy to alocate
county-leve child welfare adminigtretive costs to the various programsin which costs are
incurred, including the foster care program. The Department should ensure that the cost
comparisons it makes between county foster care programs and child placement agency
foster care programs include comparable activities.

Department of Human Services Response:

Patidly agree. Implementation: July 1, 2003. The Department agreesto comply
with SB01-12 by assuring cost comparisons between county and child placement
agency fogter care programs in terms of comparable activities. The Department
will make adjusments to the financia reporting systemsto the extent necessary in
order to track the comparable activities between foster homes and CPAS.

Compar e Paymentsto Foster Parentsby
Countiesand CPAs

In our 1998 performance audit report of the Division of Child Welfare Services, we noted
that neither the Divison nor the counties maintained comprehendve information on what
CPAsactudly padther providers. Wefound that thisis<till aproblem. Department staff
do not monitor how much CPAs in the State are paying their foster care providers. This
information cannot be tracked in TRAILS, because the system only reports the total
amount paid to the CPA for each child, which includes adminidrative rates. Department
and/or county staff would need to review documentation maintained by the CPA that
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shows how much of the tota monthly payment for the child was actually passed onto the
foster care provider.

As part of our audit, we determined the average payments madeto foster care providers
for asampleof children served by eight CPAsin our samplein December 2001, as shown
in the table below.

Aver age Payments Made by CPAsto
Providersfor a Sample of Children

in One Month
CPA Average Monthly Payment
#1 $1,559
#2 $1,421
#3 $1,342
#4 $1,282
#5 $997
#6 $952
#7 $347
#8 $746

Sour ce: Office of the State Auditor’s analysis of payment
information provided by CPAsin our sample.

Note:  Our analysis includes payments made in January
2002 for all CPAs except CPA #7. For CPA #7, we
determined theaverage payment madein December
2001. In addition, we did not have foster care
provider payment data for two CPAsin our sample
due to the limited nature of our review for these
CPAs.

Monitoring how much counties are paying their certified providers is easier because this
informationcan betrackedin TRAILS. Asthefollowing table shows, theaverage monthly
payments made by counties to their certified foster care providers ranged from $566 to

$831.



Report of The Colorado State Auditor

Average Payments M ade by Counties

81

to Providers
County County Size | Average Monthly Payment
Larimer Large $331
Denver Large $778
Pueblo Large $756
Clear Creek Smdl $699
Morgan Medium $672
Adams Large $582
Mesa Large $566

Sour ce; Officeof the State Auditor’ sanalysisof information provided by
the Department of Human Services from the County Financial
Management System (CFMYS).

Note:  Average monthly paymentsinclude only family foster home care
payments. We calculated the average payments made by
Denver, Pueblo, Morgan, Adams, and Mesa counties in
December 2001. Due to problems with data, we were unable to
determine from department data the average payments to foster
care providers by Larimer County in December 2001. Asaresult,
we used payment data for November 2001 for this analysis.
Additionally, we used payment data for the entire calendar year
for Clear Creek dueto the small number of payments madeby this
county.

Reviewing payments to foster care providers by counties and CPAswould be useful for
severa reasons. Firg, thisinformation could be used by the Department and counties to
determine if payments made to foster parents sufficiently meet the needs of the children.
Second, the data could be compared between the counties and CPAS to identify how
varying rates among counties and CPAs affect the foster care program asawhole and to
determine the mogt effective method of providing foster care services. Findly, the data
could be used to ensure that the entire child maintenance amounts paid to CPAsfor Title
IV-E children are actualy passed on to foster parents. Federd regulations only alow
states to claim federa reimbursement for the portion of the maintenance paymentsactudly
pad to the foster care providers. Because the Department does not monitor these
payments, it does not know if al the maintenance amount clamed for federd Title IV-E
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paymentsis actudly being paid to the foster care providers. The State could be ligble to
the federd government for reimbursement amounts that were never paid to foster care
providers.

Recommendation No. 18:

The Department of Human Services should compare payments that counties and child
placement agencies make to their certified foster care providers on an annud basis to
determine how varying paymentsto foster care providersimpact the foster care program
and to identify the most effective method for providing foster care services in the State.
Additiordlly, the Department should monitor provider payments made by counties and
child placement agencies to determine whether the child maintenance payments mest the
needs of the fogter care children and to ensure that these agencies are paying the entire
federaly clamed Title IV-E child maintenance payments to foster care providers.

Department of Human Services Response:

Partidly agree. Implementation: July 1, 2003. The Department agreesto randomly
sample providers to determine if child maintenance payments made by child
placement agenciesare given to the foster home providers. Comparing payments
will not provide information about the most effective method of providing foster
care sarvices in the State. Beyond a smple comparison of the rate paid, the
Department would need to evauate if children in each setting were of smilar age,
had amilar needs, how involved family and sgnificant otherswerein the child’ life
in order to assure avalid comparison of effectiveness of services. Thiswould be
adgnificant sudy that would require funding by the Legidature.

Claim All Federal TitlelV-E
Raimbursements Availableto the State

As discussed in the Overview section, the State can recelve federa Title IV-E
reimbursement for 50 percent of the child and administrative maintenance payments made
for foster care children meeting the Title IV-E digibility criteria. 1t should be noted,
however, that states cannot claim 1V-E reimbursement for children placed in foster homes
certified by for-profit CPAs.
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During the audit, we identified severd instances where the Department failed to clam all
of the federd Title IV-E funds available to the State. First, wefound that the Department
did not aways correctly categorize child placement agencies business designation
(nonprofit vs. for-profit). The Divisgon of Child Care is responsible for entering a child
placement agency’ sbusinessdesignationinto TRAILS. Weidentified 23 nonprofit CPAs
that were erroneoudy classfied asfor-profit agenciesfor dl or aportion of Calendar Y ear
2001. According to department staff, the Division of Child Care has not verified the
accuracy of the business classfications of CPAs asrecorded in its automated systems for
severa years. The Department will not claim federd Title IV-E reimbursementsfor IV-E
eigible children placed with CPAs classfied as for-profit in TRAILS. Thismeansthat if
the Department incorrectly classifiesanonprofit CPA asafor-profit, then the Department
will not receive federd reimbursements on the child and administrative maintenance
payments for IV-E digible children in the care of the CPA. We estimate the State lost
nearly $1.2 million in federd 1V-E child and adminigtrative maintenance reimbursements
asaresult of incorrectly classfying nonprofit agencies asfor-profit. However, it should be
noted that we identified afew ingances where for-profit CPAswereincorrectly classfied
as nonprofits, and we estimate that nearly $150,000 in indigible Title IV-E federd
rembursements were clamed. The Department needs to review these business
classfications periodicaly to verify that they are correct.

Second, we found that counties are placing IV-E digible children in for-profit CPAs. As
mentioned earlier, the State cannot claim Title IV-E reimbursements for the child and
adminidraive maintenance payments made to for-profit child placement agencies. We
esimate that the State lost more than $1.4 million in federd foster care maintenance
reimbursements due to placing IV-E digible children through for-profit CPAs. The
Department should work with representatives from the U.S. Department of Hedlth and
Human Services to determine why states cannot receive IV -E reimbursement for children
placed with for-profit CPAs and whether any flexibility in this requirement exigs.
Additiondly, the Department should evauate the costs and benefits of requiring CPAsto
be nonprofit organizations and propose changes in Statutes and regulations, as necessary.

Hndly, we found that many counties are not properly entering foster care rates into
TRAILS. As mentioned earlier, county payments to CPAs comprise four rate
components. (1) child maintenance, (2) adminigrative maintenance, (3) adminidrative
sarvices, and (4) respite care. The Department uses the child maintenance and
adminigrative maintenance components to determine the amount to clam for Title IV-E
reimbursements. Weidentified 8 instancesin asample of 15 where the county-negotiated
CPA rate components did not match the information reported in TRAILS. The
Department requires the counties to make adjustments to rates in TRAILS based on the
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counties negotiated rates with CPASs. If the counties do not adjust these rates, then the
child maintenance amount will default to alower levd.

From andyss of TRAILS payment data, we found that many counties are not adjusting
the child and adminigtrative maintenance components to reflect the higher negotiated rete.
As areault, the difference between the negotiated child maintenance rate and the rate
entered into thiscomponent in TRAIL Sisbeing dassfied under theadminigrative services
component. This means that the child maintenance rate claimed through the Title IV-E
program for children eligible under this program is lower than it should be, and the
adminidraive services rate component is being overstated. Costs classified under the
adminidgrative services component are funded partidly through the Socid Services (Title
XX) Block Grant. Overgtating adminigrative servicesdrawsfunding avay fromother Title
XX-funded programs. We were unableto determine thetota amount of Title1V-E funds
that the State did not claim as a result of these errors because we could not obtain al of
the data needed to make this determination. We found that county staff are confused
about the gppropriate adjusmentsrequired in TRAIL Sfor the rate components. Further,
some county staff were unclear on which rate component should be used to categorize
various CPA rates. County staff reported that they have not received training on how to
properly enter ratesinto TRAILS.

Additiondly, in December 2000, department staff identified 285 of 913 (31 percent) non-
Title IV-E cases that were determined to be digible for Title IV-E foster care. These
cases were identified in five counties. According to a department guidance letter issued
in June 2001, retroactive clams for maintenance costsincurred for 1V-E digible children
in four of the five counties were submitted to the federd government, resulting in
reimbursementsto the State of more than $600,000. Further, following thisdiscovery, the
Department assigned staff to review county TitleIV-E programsin 46 counties and made
recommendations to counties for improvements. The Department has also conducted
annud training related to determination of Title IV-E digibility.

State gtatutes emphasize the importance of accessng dl available Title 1V-E funds.
According to Section 26-1-109(4.5), C.R.S,, the Department shall * undertake necessary
measuresto obtainincreased federa reimbursement moneysavailableunder theTitlelV-E
program.” As a result, it is essentid that the Department take the necessary actions to
ensure that dl available Title IV-E funds are claimed by the State in the future.  Further,
the Department should submit retroactive requests for all federal Title IV-E
reimbursements that were not claimed within the last two years. According to federa
regulations, claims for reimbursements can be submitted to the federd government up to
two years after the codts are incurred.
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Recommendation No. 19:

The Department of Human Services should ensure it submits reimbursement dlaims that
indude dl federd Title IV-E funds available to the State.  To accomplish this, the
Department should:

a. Work with counties to identify al Title IV-E costs digible for federa
reimbursement that were not claimed within the last two years. Upon identifying
these codts, the Department should immediately submit aretroactive request tothe
federal government claiming rembursements for these codts.

b. Verify that business dassfications (nonprofit vs. for-profit) of al child placement
agencies are properly entered into TRAILS. The Department should review the
information in TRAILS biannually to ensure thet it is accurate.

Department of Human Services Response:

Agree. Implementation: January 1, 2003. The Department will continue to work
with counties to assure that digible IV-E costs are retroactively claimed as
appropriate. The Department will aso review information in TRAILS to assure
that providers business classifications are accurate.

Recommendation No. 20:

The Department of Human Services should ensurethat counties' placement and dataentry
processes result in the Department’ saccessing dl of the federd Title IV-E fundsavailable
to the State by:

a. Working with representatives from the U.S. Department of Health and Human
Services to determine why states cannot receive Title 1V-E reimbursements for
childrenplaced with for-profit CPAsand whether any flexibility inthisrequirement
exigs.

b. Evduating the costs and benefits of requiring CPAsto be nonprofit organizations
and proposing changes to statutes or regulations, as necessary.

c. Ising awritten policy to dl countiesin the State that details how counties should
enter fodter carerates into TRAILS. In addition, the Department should provide
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technical assstance and training to counties on how to enter rates into TRAILS
and monitor how counties are entering rates into TRAILS on an annud basis.

Department of Human Services Response:

Partidly agree. Implementation: January 1, 2003. The Department agreestowork
with Federal Representatives to determine if flexibility existsin daming IV-E for
for-profit CPAs. The Department will continueto providetechnica assstanceand
training to counties on entering rates into Trails appropriately. The Department
agreesto evauate the role that for-profit CPAs fulfill in the public Child Wefare
System.
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Redesigning Colorado’s
Foster Care Program

Chapter 4

Background

This report identifies fundamenta problems related to the design and administration of
Colorado’ s foster care program. Due to alack of accountability and oversight of county
and CPA fogter care activities, Colorado’ s program does not ensure the safety and well-
being of children in the system.

We note that many of the issues found during our audit are familiar ones that have been
identified repeatedly in recent years. Specificdly:

Division of Child Welfare Audit. The 1998 Office of the State Auditor's
Divisonof Child Wefare Servicesaudit report identified numerous problemswith
management of the child welfare system.

Division of Child Care Licensing Audit. The 1998 report identified problems
with oversght of licensed facilities.

Newspaper Investigations.  Investigations by journdists have uncovered
numerous safety and financid issuesin the fodter care system.

Foster Carelnterim Committee. In Calendar Y ear 2000 aFoster Carelnterim
Committee was created to determine how to correct problemsin the foster care
system. This committee recommended severad areas for improvement that were
introduced to the Generd Assembly in the form of nine bills.
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The Foster Care System Needsto Be
Overhauled

While we found the goals and mission of the foster care program to be appropriate, we
identified systemic weaknesses related to the program’'s sructure, oversight, and
accountability. Specificdly, weidentified three primary problem areaswithin Colorado’s
system, including (1) the roles and respongihilities of the various agencies involved with
foster care; (2) the program requirements; and (3) the use of CPAs.

Strengthen Department Over sight

As discussed in the Overview section, Colorado’ s foster care system is state-supervised
and county-administered. In addition, counties may contract with private agencies for
foster care sarvices. Approximately 130 county and private agencies are involved with
adminigering Colorado’'s foster care system a any given time. The Department is
responsible for overseeing counties and CPAS' activities related to foster care. Section
26-1-111, C.R.S,, requires the Department to “provide services to county governments
including the organization and supervison of county departments for the effective
adminigration of public assstance and welfare functions” which include out-of-home
placement services.

We found, however, that Colorado’ s gpproach to administering foster careisfragmented
and lacksaccountability. No oneentity isheld accountablefor the protection of vulnerable
children in the Colorado foster care program or for the fiscal operations of the program.
Whilewe recognizethet decentralizing foster care operationsgivesloca communitiesmore
flexibility in designing and implementing programs that address their specific needs, that
flexibility needs to be matched with strong oversight and accountability. The State needs
to ensure that counties and CPAs are providing servicesthat result in the safety and wdll-
being of foster care children. Without this oversght and accountability, there can be no
assurance that foster care programs are operating in the best interest of the children and
Colorado taxpayers.

We found that the Department has poorly managed Colorado’ s foster care program and
failed to require accountability from counties and CPAs. As mentioned earlier, many of
the problems identified are not new issues. Specificaly, Department staff do not:
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* Ensuretha funds paid to CPAs are actudly used to benefit children in the system.

» Take proactive actions to reduce abuse and neglect incidents in foster care and
prevent reentries into the system.

»  Conduct investigations of abuse and neglect incidentsin atimely manner.

» Enaure that dl founded abuse and neglect incidents occurring in foster care are
listed on the state' s Centra Regidiry.

* Provide sufficient monitoring of CPAS and counties' activitiesto ensurethe safety
of children in the system.

Although the Department has placed more emphasis on its oversght of CPAs in recent
years, we found problems with the thoroughness and effectiveness of its monitoring. The
Department has not monitored the financid activitiesof CPAs. Licensng Saff havefailed
to identify safety issuesat aCPA inour sample. Additionaly, the Department isoften dow
to take negative licensing actions and impose fiscal sanctions against CPAs with repested
or egregious safety and fiscd violations.

Within Colorado’s current foster care system, the Department distributes substantial
federa and state funds to counties and gives significant discretion in how they spend these
funds. Counties are given the flexibility to negotiate their own rates with CPAs. The
Department has no authority to limit how much counties pay their CPAS, and as areaullt,
countiesmay overcompensatetheir contracted CPA s, and taxpayer funds may not be used
to benefit children in the sysem. Additiondly, dthough statutes provide monetary
incentives to counties to maximize the amount of federa funding that the State receives,
theseincentivesare not working. Asdiscussed previoudy, actions and decisions made by
some counties resulted in the State' slosing at least $2.6 million of federd funding.

The Department needs to establish accountability for the foster care program and thus
improve services to children and taxpayers. Managers, supervisors, and staff who ded
with the foster care program must be held accountable for program outcomes. The
Department should establish benchmarks and gods for areas such as reducing critica
incidents, improving foster care abuse/neglect and reentry rates, and ensuring the
appropriateness of expenditures of foster carefunds. The Department can then usethese
gods asaframework for assgning dutiesto staff and conducting performance evauations
of saff. Measuring performance againgt specific outcomes should improve the
management of the foster care program.
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Recommendation No. 21:

The Department of Human Services should establish specific outcome measures for the
foster care program. Managers, supervisors, and staff of the program should be held
accountable for these measured outcomes in their performance plans and evauations.
Those who do not meet the specific gods should be disciplined or terminated.

Department of Human Services Response:

Patidly agree. Implementation: Ongoing. The Department agrees that specific
outcome measures are needed in the foster care program. The measureslisted in
this audit in Chapter 4 should be, and are, amongst such outcomes. The
Department disagrees that these are the only specific outcome measures for the
foster care program. Other aready established outcomes measures are dso
important, such as length of time to reunification, stability of placements, meeting
safety requirements, achieving permanency and adequate service array. The
Department currently uses performance objectives in employees performance
plans and will continue to do so. Evauations are tied to those objectives.
Disciplinary action istaken when thereisinformation to show that an employee has
repeatedly failed to perform dutiesrequired by the position. Theauditorsprovided
no specificsto indicate that employees knowingly failed to perform duties or that
they have not been held accountable.

Strengthen State Statutes

Asaresult of the Foster Care Interim Commiittee, the General Assembly passed two hills
(Senate Bills 01-012 and 01-014) during the 2001 L egidative Sesson that address some
of the sefety issues related to CPAS, including:

Modifying the training requirementsfor foster parents by increasing the number of
initid training hours from 12 to 27 and requiring that foster parents receive their
initid training prior to providing care for children in the system.

Reducing the amount of time for recertification of foster parents from three years
to one year.
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* Himinating the practice of issuing permanent licenses to CPAs and requiring that
on or after July 1, 2002, and contingent upon the implementation of TRAILS
enhancements, the Department must license CPASs on an annud basis until the
implementation of arisk-based schedule for the renewa of licenses.

» Disdlowing licenses or certificates to be issued for the operation of afoster care
home or child placement agency if the individua applying for the license or
certificate has been convicted of any fdony involving physicad assaullt, battery, or
a drug-related offense within the five years preceding the date of the gpplication
for alicense or certificate.

» Disdlowing licenses or certificates to be issued for the operation of afoster care
home or CPA if theindividua applying for such license or certificate, or an filiate
of the gpplicant, aperson employed by the gpplicant, or aperson who resideswith
the applicant at the facility:

—  Has been determined to be insane or mentally incompetent by a court of
competent jurisdiction and insanity, or menta incompetency, is of such a
degree that the applicant is incapable of operating the foster home or CPA.

— Has apattern of misdemeanor convictions within the 10 years immediately
preceding submission of the application.

*  Requiring an applicant for certification asafoster care provider to supply the CPA
or county from whom the certification is sought with alig of dl prior CPAs and
county departments to which the gpplicant had previoudy applied. Additiondly,
goplicants must provide a release of information from CPAs and county
departmentsto which the applicant had previoudy gpplied. Thisreleasedlowsthe
current certifying CPA or county to obtain information about the gpplication and
any certification given by the previous CPAs and counties that certified the
applicant.

* Requiring county departments to communicate to the Depatment any
substantiated evidence that a CPA with which the county has contracted to
provide foster care services has violated provisons of the Child Care Licensing
Act or department regulations.

Additiondly, the Department implemented emergency regulaions in September 2000 in
response to issues raised by the Interim Foster Care Committee. Some of the changes
included:
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» Allowing county departments of human/socid services to review written family
assessments and background checks of foster parents prior to placing childrenin
CPA-certified foster homes.

* Requiring that background and Central Registry checks are conducted and
reviewed for dl individuals 18 years of age or older entering the home with the
intent of resding in the home or providing caretaker services prior to placement
of achild in the home.

»  Standardizing the family assessments completed by counties and CPAs.

»  Sandardizingthe CPA fogter parent gpplicationsto makethem the same as county
goplications.

* Requiring a satement to be included in CPA applications for certification of a
foster homethat satesthat “ any goplicant who knowingly or willfully makesafdse
satement of any materid fact or thing in this application is guilty of perjury inthe
second degree as defined in Section 18-8-503, C.R.S., and, upon conviction
thereof, shal be punished accordingly.”

Throughout this report, we have recommended severd changes in state Statutes.
Specificdly, as recommended in Chapter 1, statutes should be changed to include
provisonsthat prohibit (1) CPAs from certifying family members of CPA saff as foster
parents and (2) CPA owners, directors, staff, and board members and their immediate
familiesfromleasing propertiesto foster care providerscertified by the CPA. Additionaly,
we have recommended that the Department eva uate how the Centra Registry should be
used when certifying foster care providers, and based upon the results of this evauation,
propose changesin Sate statutes and department regulations, as appropriate. 1n Chapter
2, we recommended that the Department propose statutory changesthat would alow the
Department to impose fisca sanctions for misuse of foster care funds. Further, the
Department may need to recommend changes that would reassign some of therate-setting
respongibilities with the Department, particularly administrative rates. In Chapter 3, we
recommended that the Department should consider proposing statutory provisions that
require CPAS to be nonprofit organizations, if no flexibility exigs in federd Title IV-E
palicy regarding the placement of children with for-profit CPAs.

In addition to these modifications, we believe that there should be stiffer pendtiesagaingt
CPAs and counties that violate safety and financia requirements. The Department should
identify loopholes and barrierswithin the current system that prevent the Department from
imposing fiscal sanctions, taking negetive licensing actions, or referring cases to the
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Attorney Generd and/or didtrict attorneysfor crimina prosecution. Upon identifying these
loopholesand barriers, the Department should propose changesin satutes and regul ations
that strengthen pendties againg CPAs and counties that violate safety and financid
requirements.

Recommendation No. 22:

The Department of Human Services should propose changes in state statutes and
department regulations to address gaps in requirements related to safety and financia
issues. This should include statutes and regulations that establish stronger pendlties for
private and/or public agencies that violate safety and financia requirements.

Department of Human Services Response:

Agree. Implementation: July 1, 2004. The Department agreesto propose statutes
and regulations to address gaps in requirements related to safety and financid
issues as outlined in the Department’ s responses throughout this report.

Deter minethe M ost Effective Use of CPAS

With more cases than they can handle, Colorado counties are reliant on CPAs to place
children in foster homes. These private agencies fill a niche in finding, training, and
adminigering anetwork of foster parentswilling to care for foster children. Werecognize
the public-private re ationships established between countiesand CPAs play acritica role
in providing foster care sarvices to children in the State. However, with the continuing
problems with some CPAs noted in this and previous reports, we believe the Department
needs to determine the most effective and efficient use of CPAs within the foster care
system. Many of the private agencies have operated with inadequate oversight or scrutiny.
We have identified instances in which public funds intended to be used for vulnerable
children have instead been used for the profit and pleasure of the CPA management. At
best, these egregious activitiesgivefoster careahorribleimage. At worg, they breach the
duty of the State to provide for the safety and welfare of children who need it the most.

While CPAs can serve an important rolein the State’' sfoster care program, the quaity of
care provided by some of these agencies is lacking, and the CPAs are not hdd
accountable for their fiscal actions. Because of the ongoing issues with the use of CPAs
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for foster care, we believe their use should be challenged. The State needs either to
provide stronger regulatory oversight of these agencies or to assume their duties. The
Department should work with the General Assembly to evauate options for placing
children in foster care, including:

Maintaining the current system but strengthening oversight of CPAsand
counties by the Department of Human Services. Under thisoption, counties
would be able to contract with CPAs for placement of children. However, the
Department should a a minimum:

Establish through regulation a standard contracting requirement for counties
usng the sarvices of private child placement agenciesthat effectively setsforth
al gpplicable compliance requirements, fisca accountability standards, and
alowable costs.

Desgn and implement an effective systlem of program monitoring of private
child placement agencies to ensure fisca accountability and program
compliance that includes desk reviews of dl cost reports and periodic Ste
vidtsto the agencies.

Designandimplement acost reimbursement systemthat properly classifiesand
dlocates costs in a manner that ensures codts are in accordance with
goplicable state and federd regulations. As part of this system, the State
should consder modifying statutes and regulations to dlow the counties to
directly pay the child maintenance rates to dl foster care providers caring for
childrenin their custody, rather than paying these rates to the CPAs. This
would ensure that the full child maintenance rate is paid to the families.

Egtablish guidance that sets forth the minimum standards for private child
placement agencies to document their fisca accountability and legd
compliance to the Department.

Establish by regulation acap on the percentage of the private child placement
agency’s adminigtrative costs.  The administrative cost cap should be
structured in amanner that maximizes the amounts expended for maintenance
and other direct servicesto children, while alowing a reasonable percentage
for necessary adminigrative costs.

Eliminate holding companies.
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— Redructurefogter care rates so that amounts paid to foster homes, CPAs, and
the counties are comparable.

To implement and enforce these modifications, the Department may need to
propose changes in statutes and regulations.

* Eliminating the use of private child placement agencies. Under this option,
children would be placed in foster care homes certified by the counties. The
counties would be responsible for ensuring their safety and paying the foster care
providers. Countieswould have to be held accountable for both safety and fiscal
operations. We note that this option would require subgtantia fiscd anayss by
the Department, since the Department does not know the administrative and case
management costs of either the counties or the CPAs. Further, thisis a severe
option and would no doubt produce hardships for counties and the Department.

* Centralizing thefoster care program at the statelevel. Colorado isone of
only 11 statesthat have astate-supervised, county-administered system for foster
care. Other states have found that this type of structure results in fragmentation,
inconsgtencies, and lack of accountability. By centrdizing the fodter care
program, the State could provide consistent management of the program.
However, the Department would have to take steps to improve its own
operations. Under this option, the State could decide whether or not to contract
with private child placement agencies.

The entire foster care system needs to be reassessed and restructured. There must be
accountability for the foster care program in Colorado. The Department and General
Assembly should evauate aternatives for restructuring the program.

Recommendation No. 23:

The Department of Human Services should work with the Genera Assembly to identify
and implement dternativesfor restructuring Colorado’ sfoster care program, including (1)
maintaining the current system but strengthening oversight of CPAs and counties by the
Department of Human Services, (2) diminating theuse of private child placement agencies,
and (3) centralizing the foster care program at the state level.
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Department of Human Services Response:

Partidly agree. Implementation: January 1, 2003. The Department agrees with
the need to strengthen the oversight of CPAs and county department foster home
programs. Based uponthe Auditor’ ssmal sampleof 10 previoudy identified high
risk CPAs, the Department cannot generdizethat these findings are representative
of al CPAs, as Auditors have aso noted in Chapter 2. Further monitoring of the
CPAs will dlow the Department to determine the overdl performance of dl
CPAs.

The centraization of the foster care program would require sgnificant study to
determine the feagbility given the current mandated state-supervised, county-
administered structure. In order to work with the General Assembly to identify
and implement dternatives (2) and (3), the protocol s between the L egidative and
Executive Branch would need to be followed in order to determine the feasibility
of these recommendations.
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