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(C DEPARTMENT OF HEALTH & HUMAN SERVICES Office of Inspector General

Washington, D.C. 20201

JAN 20 2006

TO: Joan Ohl
Commissioner, Children’s Bureau

Admji ist@ ydren and Families
eph E. Vengrin

eputy Inspector General for Audit Serv1ces

FROM:

SUBJECT: Review of Title IV-E Training Costs in New Hampshire for the Period July 2000
Through June 2003 (A-01-05-02500)

Attached is an advance copy of our final report on Title IV-E training costs in New Hampshire.
We will issue this report to the New Hampshire Department of Health and Human Services (the
State agency) within 5 business days.

Our objective was to determine whether the State agency complied with Office of Management
and Budget (OMB) Circular A-87 and Administration for Children and Families (ACF) guidance
in claiming Federal reimbursement for the costs of foster care and adoption assistance training.

The State agency did not fully comply with OMB Circular A-87 and ACF guidance in claiming
costs for reimbursement. Specifically, the State agency did not allocate training costs between
Federal and State programs. As a result, the State agency overstated Federal claims for training
costs during State fiscal years 2001 through 2003 by $1.76 million. This problem occurred
because the State agency did not follow ACF’s policy for allocating training costs.

We recommend that the State agency:

¢ make a financial adjustment of $1.76 million on its next F ederal Quarterly Report of
Expenditures and » i

e ensure that it follows OMB Circular A-87 and ACF’s policy for allocating training costs.

In its written comments on our draft report, the State agency disagreed with our findings and
recommendations. The State agency presented several rationales for its position and concluded
that it should not be liable for the financial adjustment of $1.78 million that we recommended in
our draft report.

Based on the State agency’s comments, we reduced our recommended financial adjustment from
$1.78 million to $1.76 million to account for staff salaries that the State agency had already
allocated between Federal and State programs. We maintain that our remaining recommended
disallowances accurately reflect the State agency’s failure to comply with OMB Circular A-87
and ACF guidelines for claiming costs for reimbursement and that a financial adjustment is
warranted.
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If you have any questions or comments about this report, please do not hesitate to contact me, or
your staff may contact Donald L. Dille, Assistant Inspector General for Grants and Internal
Activities, at (202) 619-1175 or Michael J. Armstrong, Regional Inspector General for Audit
Services, Region |, at (617) 565-2689. Please refer to report number A-01-05-02500.

Attachment
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Report Number: A-01-05-02500

Mr. John A. Stephen

Commissioner

Department of Health and Human Services
129 Pleasant Street

Concord, New Hampshire 03301-3857

Dear Mr. Stephen:

Enclosed are two copies of the U.S. Department of Health and Human Services (HHS), Office of
Inspector General (OIG) final report entitled “Review of Title IV-E Training Costs in New
Hampshire for the Period July 2000 Through June 2003.” A copy of this report will be

forwarded to the HHS action official noted on the next page for review and any action deemed
necessary.

The HHS action official will make final determination as to actions taken on all matters reported.
We request that you respond to the HHS action official within 30 days from the date of this

letter. Your response should present any comments or additional information that you believe
may have a bearing on the final determination.

In accordance with the principles of the Freedom of Information Act (5 U.S.C. § 552, as
amended by Public Law 104-231), OIG reports issued to the Department’s grantees and
contractors are made available to the public to the extent the information is not subject to
exemptions in the Act that the Department chooses to exercise (see 45 CFR part 5).

If you have any questions or comments about this report, please do not hesitate to contact me or
Donald L. Dille, Assistant Inspector General for Grants and Internal Activities, at

(202) 619-1175 or through e-mail at Donald.Dille@oig.hhs.gov. Please refer to report number
A-01-05-02500 in all correspondence.

Sincerely yours,

Michael J. Arm a;ong

Regional Inspector ,General
for Audit Services

Enclosures
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Direct Reply to HHS Action Official:

Mr. Hugh Galligan

Regional Administrator

Administration for Children and Families

U.S. Department of Health and Human Services
John F. Kennedy Federal Building, Room 2000
Boston, Massachusetts 02203
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Office of Inspector General
http:/ /oig.hhs.gov

The mission of the Office of Inspector General (O1G), as mandated by Public Law 95-452, as
amended, is to protect the integrity of the Department of Health and Human Services (HHS)
programs, as well as the health and welfare of beneficiaries served by those programs. This
statutory mission is carried out through a nationwide network of audits, investigations, and
inspections conducted by the following operating components:

Office of Audit Services

The Office of Audit Services (OAS) provides all auditing services for HHS, either by conducting
audits with its own audit resources or by overseeing audit work done by others. Audits
examine the performance of HHS programs and/or its grantees and contractors in carrying out
their respective responsibilities and are intended to provide independent assessments of HHS
programs and operations in order to reduce waste, abuse, and mismanagement and to promote
economy and efficiency throughout HHS.

Office of Evaluation and Inspections

The Office of Evaluation and Inspections (OEI) conducts management and program
evaluations (called inspections) that focus on issues of concern to HHS, Congress, and the
public. The findings and recommendations contained in the inspections generate rapid,
accurate, and up-to-date information on the efficiency, vulnerability, and effectiveness of
departmental programs. OEI also oversees State Medicaid Fraud Control Units which
investigate and prosecute fraud and patient abuse in the Medicaid program.

Office of Investigations

The Office of Investigations (OI) conducts criminal, civil, and administrative investigations of
allegations of wrongdoing in HHS programs or to HHS beneficiaries and of unjust enrichment
by providers. The investigative efforts of Ol lead to criminal convictions, administrative
sanctions, or civil monetary penalties.

Office of Counsel to the Inspector General

The Office of Counsel to the Inspector General (OCIG) provides general legal services to OIG,
rendering advice and opinions on HHS programs and operations and providing all legal
support in OIG’s internal operations. OCIG imposes program exclusions and civil monetary
penalties on health care providers and litigates those actions within HHS. OCIG also
represents OIG in the global settlement of cases arising under the Civil False Claims Act,
develops and monitors corporate integrity agreements, develops compliance program
guidances, renders advisory opinions on OIG sanctions to the health care community, and
issues fraud alerts and other industry guidance.




Notices

THIS REPORT IS AVAILABLE TO THE PUBLIC
at http://oig.hhs.gov

In accordance with the principles of the Freedom of Information Act (5 U.S.C. 552,
as amended by Public Law 104-231), Office of Inspector General, Office of Audit
Services reports are made available to members of the public to the extent the
information is not subject to exemptions in the act. (See 45 CFR part 5.)

OAS FINDINGS AND OPINIONS

The designation of financial or management practices as questionable or a
recommendation for the disallowance of costs incurred or claimed, as well as other
conclusions and recommendations in this report, represent the findings and opinions
of the HHS/OIG/OAS. Authorized officials of the HHS divisions will make final

determination on these matters.
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EXECUTIVE SUMMARY
BACKGROUND

The Federal and State Governments share in the costs of administering and providing
staff training for foster care and adoption assistance programs as detailed in each State’s
cost allocation plan. Pursuant to Title I\VV-E of the Social Security Act, the Federal
Government shares only in the costs of training State caseworkers who service foster and
adoptive children meeting Federal eligibility requirements. States must fund training to
provide services to foster and adoptive children not meeting Federal eligibility
requirements.

In New Hampshire, the Department of Health and Human Services (the State agency) is
responsible for administering the State and Federal foster care and adoption assistance
programs. The State agency claimed $4.9 million ($3.7 million Federal share) in direct
training costs for these programs during State fiscal years (SFY's) 2001 through 2003.

OBJECTIVE

Our objective was to determine whether the State agency complied with Office of
Management and Budget (OMB) Circular A-87 and Administration for Children and
Families (ACF) guidance in claiming Federal reimbursement for the costs of foster care
and adoption assistance training.

SUMMARY OF FINDING

The State agency did not fully comply with OMB Circular A-87 and ACF guidance in
claiming costs for reimbursement. Specifically, the State agency did not allocate training
costs between Federal and State programs. As a result, the State agency overstated
Federal claims for training costs during SFYs 2001 through 2003 by $1.76 million. This
problem occurred because the State agency did not follow ACF’s policy for allocating
training costs.

RECOMMENDATIONS
We recommend that the State agency:

e make a financial adjustment of $1.76 million on its next Federal Quarterly Report
of Expenditures and

e ensure that it follows OMB Circular A-87 and ACF’s policy for allocating
training costs.



STATE AGENCY’S COMMENTS

In its written comments on our draft report, the State agency disagreed with our findings
and recommendations. The State agency presented several rationales for its position and
concluded that it should not be liable for the financial adjustment of $1.78 million that we
recommended in our draft report. The State agency’s comments are included in their
entirety as the appendix.

OFFICE OF INSPECTOR GENERAL’S RESPONSE

Based on the State agency’s comments, we reduced our recommended financial
adjustment from $1.78 million to $1.76 million to account for staff salaries that the State
agency had already allocated between Federal and State programs. We maintain that our
remaining recommended disallowances accurately reflect the State agency’s failure to
comply with OMB Circular A-87 and ACF guidelines for claiming costs for
reimbursement and that a financial adjustment is warranted.
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INTRODUCTION
BACKGROUND
Federal Support for Foster Care and Adoption Assistance Programs

The U.S. Department of Health and Human Services (HHS), Administration for Children
and Families (ACF) funds foster care and adoption assistance programs pursuant to Title
IV-E of the Social Security Act. The foster care program finds and supports temporary
placements for children who cannot remain safely at home. The adoption assistance
program finds and supports permanent placements for children who cannot return safely
to their homes.

The Federal and State Governments share in the costs of administering and providing
staff training for these programs. The Federal Government reimburses States for the
costs of training to:

e prepare new employees for their responsibilities as State caseworkers,
e reinforce or develop knowledge and skills for seasoned caseworkers, and

e provide short-term training to current or new foster and adoptive parents who care
for children receiving Title IV-E assistance.

However, pursuant to Title IV-E, the Federal Government shares only in the costs of
administering and providing training to State caseworkers who service foster and
adoptive children meeting Federal eligibility requirements. States must fund training to
provide services to foster and adoptive children not meeting Federal eligibility
requirements.

Allocation of Training Costs for Federal Reimbursement
The ACF Policy Announcement ACYF-PA-90-01, issued June 14, 1990, provides:

... all training costs must be allocated to Title IV-E . . . in such a manner
to assure that each participating program is charged its proportionate share
of the costs. The allocation may be determined by case count of Title
IV-E children in relation to all children in foster care under the
responsibility of the State Title IV-E . . . agency or some other equitable
basis.

In this report, we use the term “saturation rate” to refer to the quotient of the number of
children eligible for Title I'V-E assistance divided by the total number of children
receiving adoption and foster care assistance from the State.



The Federal funding rate represents the Federal Government’s share of properly allocated
and allowable costs. The Federal funding rate for direct training is 75 percent.

One method for calculating reimbursable training costs is to use the saturation rate to
allocate the appropriate share of total training costs to the Title I\V-E program. The
resulting amount is then multiplied by the Federal funding rate to determine Federal
reimbursement to the State. States receive reimbursement for the Federal share of Title
IV-E training costs by submitting a Federal Quarterly Report of Expenditures to ACF.

New Hampshire’s Cost Allocation Plan

As stated above, ACF Policy Announcement ACYF-PA-90-01 provides that States may
use either the saturation rate or “other equitable basis” to allocate training costs to Title
IV-E. New Hampshire’s cost allocation plan, which the HHS Division of Cost
Allocation approved on July 1, 1999, April 1, 2001, and July 1, 2002, and which applied
to our audit period, provides that the State may allocate Title IV-E training costs by
various methods, including division allocation, State office allocation, random moment
sampling, and direct charge(s) to other benefiting grants/programs as appropriate.

In May 2003, ACF became aware that New Hampshire was not allocating Title IV-E
training costs. ACF then notified the State of the Federal requirement to allocate costs,
and the State began allocating Title I'V-E training costs using the saturation rate in July
2003.

Training Provided in New Hampshire

New Hampshire’s Department of Health and Human Services (the State agency) is
responsible for administering the State and Federal foster care and adoption assistance
programs. The State agency contracts with colleges and universities within New
Hampshire’s university system to provide foster care and adoption assistance training.
The types of training offered include:

e preservice training to prepare new employees for their job responsibilities,

e ongoing training to help more seasoned employees reinforce or develop
knowledge and skills, and

e parent training to provide new and current foster and adoptive parents with the
skills and knowledge needed to care for foster and special-needs adoptive
children.



OBJECTIVE, SCOPE, AND METHODOLOGY
Objective

Our objective was to determine whether the State agency complied with Office of
Management and Budget (OMB) Circular A-87 and ACF guidance in claiming Federal
reimbursement for the costs of foster care and adoption assistance training.

Scope

We reviewed the State agency’s allocation methodology for State fiscal years (SFY's)
2001 through 2003 (July 1, 2000, through June 30, 2003). During that period, the State
agency claimed $4.9 million ($3.7 million Federal share) in training costs for Title IV-E
programs. We limited our review of internal control policies and procedures to obtaining
an understanding of the process used to report foster care and adoption assistance training
costs for reimbursement.

We performed our fieldwork at the State agency in Concord, NH, from December 2004
through April 2005.

Methodology

To determine whether the State agency appropriately claimed training costs for Federal
reimbursement:

e We reviewed applicable Federal laws, regulations, and ACF’s policy.

e We reviewed the State agency’s methods for recording and allocating training
costs.

e We tested the Federal funding rates used to determine Federal dollars claimed.

e We reconciled total foster care and adoption assistance training costs that the
State agency claimed on the Federal Quarterly Reports of Expenditures to
supporting documentation.

e We used the saturation rate to determine the training costs allocable to Title IV-E.
Although the approved State plan called for a different methodology to determine
these costs, the State agency did not follow the plan. When ACF called this
discrepancy to New Hampshire’s attention in May 2003, the State agency began
using the saturation rate methodology because it was acceptable to ACF.

We conducted our audit in accordance with generally accepted government auditing
standards.



FINDING AND RECOMMENDATIONS

The State agency did not fully comply with OMB Circular A-87 and ACF guidance in
claiming training costs for reimbursement. Specifically, the State agency did not allocate
training costs between Federal and State programs. As a result, the State agency
overstated Federal claims for training costs during SFYs 2001 through 2003 by

$1.76 million. This problem occurred because the State agency did not follow ACF’s
policy for allocating training costs.

FEDERAL COST ALLOCATION REQUIREMENTS

Federal guidance for allocating training costs includes OMB Circular A-87 and ACF
Policy Announcement ACYF-PA-90-01. According to OMB Circular A-87, “A cost is
allocable to a particular cost objective if the goods or services involved are chargeable or
assignable to such cost objective in accordance with relative benefits received.” The
ACF Policy Announcement ACYF-PA-90-01, dated June 1990, requires States to use the
saturation rate or another equitable method to allocate foster care and adoption assistance
costs.

UNALLOCATED TRAINING COSTS

For all 12 quarters in the audit period, the State agency allocated only training-related
staff salaries (roughly 4 percent of total training costs) between Federal and State
programs.’ Contrary to ACF’s policy, the State agency charged the Federal Government
for the remaining 96 percent of training costs, which included the costs of tuition, travel,
and facilities. If the State agency had used the saturation rate to allocate training costs in
SFYs 2001 through 2003, it would have allocated an average of 53 percent (the quotient
of eligible to total cases) of the total training costs to the Federal Government and the
balance (47 percent) to the State program. As the table below shows, the allocated
Federal share of training costs should have been $1.97 million instead of the

$3.75 million that the State agency claimed:

Federal Amount Overclaimed by Year

Amount Allocated

Number the State  Federal Share
Year of Agency of Training Amount

Quarters Claimed Costs Overclaimed
2001 4 $1,005,332 $492,554 $512,778
2002 4 1,144,420 562,850 581,570
2003 4 1,604,996 938,216 666,780
Total 12 $3,754,748 $1,993,620 $1,761,128

"We initially reported that the State agency had not allocated 100 percent of total training costs between
Federal and State programs. However, in its comments on our draft report, the State agency provided
evidence that it had allocated salaries related to training. As a result, we modified our initial finding to
account for the allocation of salaries, which represented 4 percent of training costs, or about $20,000.



As a result, the State agency overstated Federal claims for training costs during SFY's
2001 through 2003 by $1.76 million.? This problem occurred because the State agency
did not follow ACF’s policy for allocating training costs.

RECOMMENDATIONS

We recommend that the State agency:

e make a financial adjustment of $1.76 million on its next Federal Quarterly Report
of Expenditures and

e ensure that it follows OMB Circular A-87 and ACF’s policy for allocating
training costs.

STATE AGENCY’S COMMENTS AND OFFICE OF
INSPECTOR GENERAL’S RESPONSE

In its written comments on our draft report, dated November 16, 2005, the State agency
disagreed with our finding and recommendations and made the following assertions:

e A financial adjustment would create an unfair result.

e The State agency claimed Title I\VV-E training costs consistent with its approved
cost allocation plan and OMB Circular A-87.

e The State agency claimed costs correctly and consistent with the Social Security
Act and Federal regulations.

e ACYF-PA-90-01 was not binding on the State agency as a substantive rule
because the policy was not promulgated pursuant to the Administrative
Procedures Act.
The State agency’s comments are included in their entirety as the appendix.
Unfair Financial Adjustment

State Agency’s Comments
The State agency believed that a financial adjustment on its next Federal Quarterly

Report of Expenditures would be unfair because the State agency was responsive to ACF
in addressing cost allocation questions in 2003. The State agency claimed that it had

We would have reported a similar finding under ACF’s 1985 policy governing the allocation of training
costs, which ACF Policy Announcement ACYF-PA-90-01 replaced. Under the earlier policy, training
costs were to be allocated among benefiting programs unless at least 85 percent of the costs were
attributable to Title IV-E. (See October 7, 1985, memorandum from the Commissioner of ACF’s
Administration on Children, Youth, and Families.)



been unaware of the existence of ACYF-PA-90-01 and ACF-1M-91-15 before its meeting
with ACF in August 2003. It stated that it had relied in good faith on its understanding
that developing a Title IV-E cost allocation plan that used the saturation rate would
absolve the State agency from responsibility for repaying overpayments from prior
periods. The State agency also said that repaying the training costs would seriously
affect its ability to maintain important training programs.

Office of Inspector General’s Response

ACF sent to all States policy interpretations for allocating training costs on June 14,
1990, and July 24, 1991. According to regional ACF officials, ACF’s “Child Welfare
Policy Manual,” which has been posted on its Web site since 2001, also provides
guidance for allocating training costs. The State agency did not conform to this policy
until 2003. Regional ACF officials informed us that ACF did not excuse New Hampshire
from repaying the Federal share of training costs for prior periods because the State
agency should have been aware of this policy.

Title IV-E Training Costs Consistent With Approved Cost Allocation Plan and
Office of Management and Budget Circular A-87

State Agency’s Comments

The State agency stated that it had claimed costs consistent with its approved cost
allocation plan and OMB Circular A-87. Specifically, for allocating training costs, the
State agency had used all four methodologies listed in its plan: Division of Children,
Youth, and Families (DCYF) allocation; DCYF State office allocation; DCYF random
moment sampling allocation; and direct charge(s) to other benefiting grants/programs as
appropriate. The State agency asserted that OMB Circular A-87 did not require States to
use the saturation rate and required only a reasonable determination based on the legal
requirements of the program. The State agency maintained that the allocation
methodology that it used was reasonable.

Office of Inspector General’s Response

Although the State agency allocated training-related staff salaries, it failed to allocate the
majority of its training costs between Federal and State programs. Staff salaries
accounted for only 4 percent of the State agency’s overall training costs during the audit
period. We adjusted our finding to account for the salaries that the State agency
allocated. The net effect of this adjustment was to reduce the amount due the Federal
Government from $1.78 million to $1.76 million.

We maintain that the State agency failed to comply with its approved cost allocation plan
by not allocating between Federal and State programs the remaining 96 percent of total
training costs, which included the costs of tuition, travel, and facilities. As the State
agency indicated, it allocated to Title I\V-E only 23 percent of salaries for personnel who
participated in the training. Because Title IV-E benefited from only 23 percent of the



training, we do not believe that it is appropriate or reasonable for the State agency to
directly charge 96 percent of the total training costs to Title IV-E, especially when four
other programs benefited from the training.

We agree that the State agency was not required to use the saturation rate for calculating
the Federal share of training costs. However, we used this rate to calculate the 96 percent
of training costs that the State agency did not allocate because (1) it was the method that
the State agency had begun using in SFY 2004 and (2) it resulted in the smallest amount
for the State to repay. Had we used the random moment time study method, for example,
the State agency would have owed the Federal Government an additional $600,000.

Title IV-E Training Costs Consistent With Social Security Act and
Federal Regulations

State Agency’s Comments

The State agency asserted that it had claimed costs consistent with the Social Security
Act and Federal regulations. The State agency pointed out that its training program was
designed to provide the essential skills for staff to administer the Title IV-E program in a
proper and efficient manner and to ensure that necessary, quality care was provided to
Title I\VV-E-eligible children. The State agency maintained that “under relevant law, these
costs are properly chargeable to I1\V-E, regardless of other children served by staff
employed by the State in administering the Foster Care and Adoptive Assistance Plan.”
Further, the State agency claimed that it “cannot practically know in advance whether it
will be receiving Title I'V-E children.” It asserted that the fact that other children benefit
from the training should not be a reason to economically undercut the training.

Office of Inspector General’s Response

We disagree with the State agency’s contention that it claimed costs consistent with the
Social Security Act and Federal regulations. The State agency acknowledged that its
training also benefited children who did not meet Title 1\V-E eligibility requirements. A
Departmental Appeals Board (DAB) opinion, Illinois Department of Children and Family
Services, DAB No. 1530 (1995), concluded that training costs must be allocated to
benefiting programs so that each program is charged only its share of the costs based on
benefits received.

We also disagree with the State agency’s claim that it cannot practically know in advance
whether it will have children eligible under Title IV-E. Through its automated eligibility
system, the State knows the population of children eligible under Title IV-E. An average
of 47 percent of the State agency’s cases (ranging from 38 percent to 57 percent) were
eligible for Title IV-E during the 3 years of our audit period. The fact that Federal
regulations allow for costs to be claimed does not mean that the Federal Government
should bear the full burden of the costs, especially when the State is well aware of its
share.



Policy Announcement Not Binding as a Substantive Rule
State Agency’s Comments

The State agency believed that ACYF-PA-90-01 was not binding on the State agency as a
substantive rule because the policy was not promulgated pursuant to the Administrative
Procedures Act. According to the State agency, neither Title IV-E nor the Federal
regulations promulgated pursuant to the Administrative Procedures Act require States to
use the Title IVV-E saturation rate relative to eligibility in claiming training costs. The
State agency claimed that we had imposed a substantive rule requirement on New
Hampshire by finding that it had not allocated training costs in accordance with the
Social Security Act and OMB Circular A-87 because the State agency did not adhere to
the policy guidance in ACYF-PA-90-01.

Office of Inspector General’s Response

Even if the State agency is correct in asserting that ACYF-PA-90-01 was not binding as
an administrative procedure rule, the State agency is still responsible for allocating costs
between State and Federal programs under ACF’s October 1985 policy governing the
allocation of training costs, as we note on page 5. Under this earlier policy, training costs
had to be allocated among benefiting programs unless 85 percent of the training costs
were attributable to Title IV-E. Because only 47 percent of the costs were attributable to
Title 1V-E, the State did not meet the 85-percent requirement and therefore should have
allocated costs. As stated earlier, we applied the saturation rate because (1) it was the
method that the State agency adopted in SFY 2004 and (2) it resulted in the smallest
amount for the State to repay.

We maintain that our recommended disallowances accurately reflect the State agency’s
failure to comply with OMB Circular A-87 and ACF guidelines for claiming costs for
reimbursement and that a financial adjustment is warranted. We reduced our
recommended financial adjustment from $1.78 million to $1.76 million to account for
staff salaries that the State agency had already allocated.
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State of Nefu Hampshire |

DEPARTMENT OF HEALTH AND HUMAN SERVICES
129 PLEASANT STREET, CONCORD, NH 03301-3857
603-271-4688 FAX:603-271-4912 TDD ACCESS: 1-800-735-2964

JOHN A. STEPHEN
COMMISSIONER

November 16,2005

Mr. Michael J. Armstrong

Regional Inspector General for Audit Services
Office of Audit Services

Region 1

John F. Kennedy Federal Building

Boston, MA 02203

Report Number: A-01-05-02500

Dear Mr. Armstrong:

Thank you for the opportunity to respond to the Office of Inspector General (OIG) draft
report entitled “Review of Title IV-E Training Costs in New Hampshire for the period of July

2000 through June 2003.” The New Hampshire Department of Health and Human Services (NH
DHHS, Department, or New Hampshire) responds as follows:

New Hampshire disagrees with OIG’s finding that the Department did not properly
allocate costs of staff training for foster care and adoption assistance between state and federal

programs and its recommendation that NH DHHS make a ﬁnanclal adjustment of $1.78 million
on its next Federal Quarterly Report of Expenditures.

In support of this response, the Department submits that: 1) the OIG recommendation that
New Hampshire make a financial adjustment on its next Federal Quarterly Report of
Expenditures, if imposed, would create an unfair result given the Department’s good faith
reliance on the law and responsiveness to Administration for Children and Families (ACF) staff;
2) the Department claimed costs consistent with its approved cost allocation plan (CAP); 3) the .
Department claimed costs correctly and consistent with the requirements of the Social Security
Act and federal regulations; and 4) ACYF-PA-90-1 is not binding on the Department as a

substantive rule because the policy was not promulgated under the Administrative Procedures Act
(APA).

The OIG recommended financial adjustment would create an unfair résult

OIG should reconsider its recommendation that the NH DHHS make a financial

adjustment of $1.78 million on its next Federal Quarterly Report because New Hampshire relied
‘upon applicable federal law and upon its approved CAP’s. Further, the Department was
responsive to ACF in addressing these cost allocation questions and relied in good faith on its

understanding that these actions fully resolved the cost allocation issue as to prior periods. All of

. the Department’s training costs were appropriately charged to a federally reimbursable program
dedicated exclusively to child and family issues and the loss of these funds would have a



Mr. Michael J. Armstrong

Regional Inspector General for Audit Services
November 16, 2005

Page Two

seriously negative impact on the Department’s ability to maintain critically 1mportant training
programs going forward.

At all times relevant to the OIG review, NH DHHS was operating under an approved
CAP and believed that it was properly claiming federal reimbursement for training costs under
Title IV-E. New Hampshire was transparent in its Federal Quarterly Report of Expenditures-
submitted for reimbursement to ACF with documentation of training expenses. In 2003, ACF
first informed the Department of its position that New Hampshire was not claiming Title IV-E

training costs appropriately. On May 21, 2003, NH DHHS staff met with ACF staff to discuss
New Hampshire’s allocation of Title IV-E training costs.

On August 13, 2003, NH DHHS staff met again with ACF staff and it was agreed that
New Hampshire would develop a CAP in accordance with ACF’s guidance surrounding policy
documents, ACYF-PA-90-01 & ACF-IM-91-15. Prior to August 2003, NH DHHS was not
aware of the existence of ACYF-PA-90-01 or ACF-IM-91-15 and had claimed Title IV-E training

costs using the Department’s approved CAP, which was based on the Social Security Act and
federal regulations.

All Department staff who attended the August 13, 2003 meeting left the meeting with the
understanding that ACF staff had agreed that NH DHHS was to develop a Title IV-E training
CAP using the IV-E saturation rate in accordance with ACF’s application of the policy
documents. It was agreed that the revised CAP would be effective retroactive to July 1, 2003.
Department staff understood that New Hampshire would not be asked to make an adjustment for

claimed expenses prior to July 1, 2003, the effective date of New Hampshire’s modified and
approved CAP.

In deference to ACF staff’s interpretation of the policy documents produced by ACF,
New Hampshire changed its Title IV-E training cost allocation process effective July 1, 2003. By
any standard, NH DHHS was responsive to all issues raised and directives issued by ACF staff.
More than two years elapsed between the time of ACF’s approval of New Hampshire’s resolution

of the IV-E training allocation issue and OIG’s recommendation that New Hampshire repay $1.78
million in IV-E fraining costs.

Foster care and adoptive assistance training in New Hampshire is properly funded
through a variety of federal programs, including IV-E, IV-B, and the Social Services Block Grant
(SSBG). If the Department had received timely notice that ACF would seek adjustment for the
period reviewed by OIG, New Hampshire could have and would have taken appropriate action to
charge certain Title IV-E training costs to other appropriate federal programs such as IV-B and
SSBG. Pursuant to 45 CFR 95.1, New Hampshire is now time barred from making such an
adjustment bécause the Department relied to its detriment on its good faith belief that ACF would
not seck retroactive repayment. To seek repayment of $1.78 million dollars at this point, would

potentially force cuts in training for staff, parents and institutions serving this population and
would risk negatively affecting services to children.

Based upon the equities of the totality of the situation, New Hampshire should be held
harmless for the federally reimbursable amounts that it would have claimed if it had received

proper and timely notice in 2003 that its Title IV-E claims for training costs for the period July
2000 through June 2003 were in jeopardy.
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Page Three

New Hampshire claimed Title IV-E training costs consistent with its approved CAP and OMB A-
87

The Department does not concur with OIG’s observation that it acted inconsistently
with its approved cost allocation plans. Rather, NH DHHS, at all relevant times, relied upon and
utilized allocation methods contained in its CAP. New Hampshire’s CAP stated that the Division
for Children, Youth and Family (DCYF) Staff Development Unit provided a number of training

programs, including DCYF and non-DCYF sponsored trainings, college courses, and other
programs, utilizing the following allocation methods:

Division Allocation

DCYTF State Office Allocation

DCYF Random Moment Sampling Allocation and

Direct Charge to Other Benefiting Grants/ Programs as appropriate.

Consistent with its CAP, the Department used each of these allocation methods.
Division allocation was used for DCYF Training Unit Staff expenses. For example, during the
quarter ending 9/30/02, Training Unit Staff expenses (job #40024000) were allocated across 13
programs, of which IV-E’s share was 32.59%. Division allocation was also applied to Training
General’ Purchase — All Training (job #40100000), which during the quarter ending 3/31/03
imposed costs on 13 benefiting programs, with IV-E absorbing 29% of the costs. DCYF State
Office allocation was applied to Training General Purchase — State Office (job #40100105).
During the quarter ending 3/31/03, this allocation method imposed training costs on 11 programs,.
of which IV-E paid 15.79%. The DCYF Random Moment Sampling method was used for

Training Juvenile Service Staff (job #40100221), of which IV-E was assessed 39% of costs. See
attachments provided.

New Hampshire also made direct charges to Title IV-E, as it considered appropriate
under Title IV-E statutory and regulatory provisions, and charged other benefiting programs as
well. For example, under New Hampshire’s NFI-North, Inc. (NFI) contract for comprehensive

training to DCYF staff and foster and adoptive parents, an annual 2-day conference was

conducted at which non-DCYF attendees were direct charged. The revenues generated were then
used to decrease the cost of the conference charged to Title IV-E. See NFI Contract for 1999 to
2000 at Ex