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Introduction 
 

As a part of the Single Audit of the State of Louisiana (Single Audit) for the fiscal year ended 
June 30, 2015, we performed procedures at the Department of Public Safety - Youth Services - 
Office of Juvenile Justice (OJJ) to evaluate the effectiveness of OJJ’s internal controls over a 
major federal program and to determine whether OJJ complied with applicable laws and 
regulations.  In addition, we determined whether management has taken actions to correct the 
findings reported in the prior year. 
 
OJJ is a component of the state of Louisiana created within the executive branch of government.  
OJJ serves youth who have been adjudicated delinquent or families in need of services.  OJJ is 
responsible for youth assigned to its care by the court system, either for supervision or custody in 
residential placement or secure care.  OJJ’s mission is to protect the public by providing safe and 
effective individualized services to youth, who will become productive, law-abiding citizens. 

 
 

Results of Our Procedures 
 

Follow-up on Prior-year Findings 
 
Our auditors reviewed the status of the prior-year findings reported in the OJJ management letter 
dated December 24, 2014.  We determined that management resolved the finding related to 
inadequate controls over Foster Care program reimbursement requests.  The finding related to 
unsupported rates for residential care facilities is addressed again in this letter. 
 
 

Current-year Findings 
 
Failure to Ensure Subrecipients Received Required Audits  
 
OJJ did not ensure that the five contracted local court subrecipients of the Foster Care - Title IV-
E (Foster Care) program received an audit in accordance with federal regulations.  Failure to 
ensure subrecipients receive the required audits could result in noncompliance with program 
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requirements and increases the likelihood of federal disallowed costs that the state may have to 
return to the federal grantor.   
 
OJJ contracted with five local juvenile court jurisdictions responsible for providing eligible 
services and activities to juvenile probation children and their families, including foster care 
candidate services, case plan development, referral to services, preparation for and participation 
in judicial determinations, case reviews, case management and supervision services, and for 
administrative costs related to administering the program.  Federal regulations require that pass-
through entities (1) ensure that subrecipients expending $500,000 or more in federal awards 
during the fiscal year meet the audit requirements of Office of Management and Budget (OMB) 
Circular A-133 and that the required audits are completed within nine months of the end of the 
subrecipient’s audit period; (2) issue a management decision on audit findings within six months 
after receipt of the subrecipient’s audit report; and (3) ensure that the subrecipient takes timely 
and appropriate corrective action on all audit findings. 
 
Management should implement procedures to ensure subrecipients’ audit reports are received 
and reviewed, and where applicable, ensure that management decisions are issued timely and 
that subrecipients have taken timely and appropriate corrective action as required by federal 
regulations.  Management concurred with the finding and provided a corrective action plan (see 
Appendix A, page 1). 
 
Inaccurate Billing of Foster Care Administrative Costs 
 
OJJ incorrectly billed the primary recipient agency, Department of Children and Family Services 
(DCFS), for reimbursement of Foster Care administrative costs, resulting in estimated potential 
overbillings of $601,424, which if disallowed may need to be returned to the federal grantor.  In 
a review of quarterly Foster Care reimbursement requests, we noted the following: 
 

 Based on a study conducted by a contractor of OJJ, the previously used estimation 
methodology of Foster Care billable payroll charges was modified effective 
October 1, 2014.  This study and the resulting change indicated that previous 
administrative cost reimbursements were overstated; however, OJJ did not 
reassess previous billings to determine if any amounts previously reimbursed 
should be returned to the federal grantor.  Using the average reimbursement for 
the last three quarters, likely questioned costs reimbursed to OJJ for the quarter 
ending September 30, 2014, total $597,220.  If disallowed, these funds may need 
to be returned to the federal grantor. 

 Total expenditures used in OJJ’s indirect cost rate calculation, developed by a 
contractor, included three transposition errors and an incorrect amount pulled 
from the State’s Statewide Cost Allocation Plan.  These errors resulted in likely 
questioned costs totaling $4,204 in overbillings, which if disallowed may need to 
be returned to the federal grantor. 

OJJ should develop an understanding of its indirect cost rate calculation and estimation 
methodology for billing payroll charges to the Foster Care program sufficient to ensure the 
accuracy and allowability of administrative cost reimbursement claims.  Management concurred 
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in part with the finding, noting that it has not been determined that changes made in the 
estimation methodology of Foster Care billable payroll charges and the resulting decrease in 
reimbursements indicate that the previous reimbursements were overstated.  Management 
concurred with the remainder of the finding and outlined a plan of corrective action (see 
Appendix A, page 2). 
 
Unsupported and Unapproved Rates for Residential Care Facilities 
 
OJJ did not have adequate support or used unapproved rates in making Foster Care maintenance 
payments totaling $2,723,539 to seven residential care facilities for the fiscal year ended June 30, 
2015, increasing the risk that costs could be disallowed, requiring repayment to the federal 
grantor. 
 
These residential facilities serve youth who have been adjudicated delinquent or in need of 
services, including Foster Care-eligible juveniles as well as those not eligible under the Foster 
Care program.  In a review of the rates being used to pay each of the seven facilities, we noted 
the following: 
 

 For the months July 2014 through March 2015, for all facilities except Ware 
Youth Center (Ware), payment rates were determined by calculating a total cost 
per juvenile using a detailed annual budget provided by each facility during a 
request for proposals (RFP) process.  To determine how much of the cost per 
juvenile is billed to the Foster Care program for eligible juveniles, OJJ applied an 
allowable maintenance percentage to each rate to reduce it for the unallowable 
therapeutic charges (counselors, psychiatrists, etc.) included in the total budget.  
OJJ could not provide support for the calculation of the allowable maintenance 
percentages; therefore, the proper allocation of costs to the Foster Care program 
could not be verified.  This is the second consecutive year this issue has been 
reported. 

 The billed rate used for Ware from July 2014 through March 2015, was not 
subject to an RFP bidding process and was not paid on a cost per juvenile basis.  
This facility receives a monthly payment, in advance, determined by dividing its 
total budget by the number of months in the term of the contract.  Each month, 
when this facility submitted its invoice to OJJ, the payment rate was derived by 
dividing the pre-determined monthly payment amount by the total service units 
(number of juveniles times the number of days).  The payment rate, therefore, 
changed each month depending on the number of beds occupied.  In effect, this 
facility was paid the same amount each month by OJJ whether all or none of its 
beds were occupied; therefore, the payment rate used to request reimbursement 
for maintenance expenses of Foster Care-eligible juveniles changed each month.  
OJJ was reimbursed an average per juvenile of $175.19 per day for the juveniles 
housed at Ware, while the average reimbursement for the other six facilities was 
$90.62 per day.  Therefore, the payment rate for Ware does not appear reasonable.  
Using the second-highest reimbursement rate per service unit at a facility 
($117.44), likely questioned costs reimbursed to OJJ total $124,682. 
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In addition, as with the other six facilities, OJJ also applied an allowable 
maintenance percentage to the total cost per juvenile to determine how much to 
bill to the Foster Care program for eligible juveniles; however, OJJ was unable to 
provide support for the allowable maintenance percentage.  Therefore, the proper 
allocation of costs to the Foster Care program could not be verified.  This is the 
second consecutive year these issues have been reported for Ware. 

 For the months April 2015 through June 2015, OJJ developed a consistent rate 
setting methodology for all facilities, which included a uniform allowable 
maintenance percentage. However, negotiations with the primary recipient 
agency, DCFS, did not result in the approval of OJJ’s methodology and the 
resulting rates.  Until negotiations with DCFS are complete and rates are 
approved, a portion of all Foster Care reimbursements could be disallowed by the 
federal grantor. 

In the prior year management letter for the fiscal year ended June 30, 2014, we reported that in 
determining how much to charge to the Foster Care program for eligible juveniles, the allowable 
maintenance percentage to be applied to residential care costs had previously been provided to 
OJJ by DCFS; however, when the responsibility shifted to OJJ, it continued to use the rates 
previously provided by DCFS but was not aware of how those rates were calculated.  During 
fiscal year 2015, OJJ began developing a new rate setting methodology that was completed and 
used from April 2015 through June 2015; however, this new methodology was not approved by 
DCFS. 
 
OJJ should work with DCFS to develop and implement rate-setting policies and procedures that 
ensure reasonable, approved rates are paid to residential facilities, and the portion of those 
payments charged to the Foster Care program are adequately supported and include only 
allowable expenditures.  Management concurred in part with the finding, noting that as a 
subrecipient, OJJ should be able to adopt the methodology set in place by DCFS.  OJJ does agree 
that a methodology and rates should be set that are reasonable and consistent using only 
allowable, allocable expenses.  Management plans to continue to work with DCFS and federal 
partners on this issue (see Appendix A, page 3). 
 
 

Federal Compliance - Single Audit of the State of Louisiana 
 
As a part of the Single Audit for the year ended June 30, 2015, we performed internal control and 
compliance testing as required by OMB Circular A-133 on OJJ’s major federal program, Foster 
Care - Title IV-E (CFDA 93.658). 
 
Those tests included evaluating the effectiveness of OJJ’s internal controls designed to prevent 
or detect material noncompliance with program requirements and tests to determine whether OJJ 
complied with applicable program requirements. In addition, we performed procedures on 
information submitted by OJJ to the Division of Administration’s Office of Statewide Reporting 
and Accounting Policy on the status of the prior-year findings for the preparation of the state’s 
Summary Schedule of Prior Federal Audit Findings, as required by OMB Circular A-133. 



Department of Public Safety and Corrections -  
  Youth Services - Office of Juvenile Justice Management Letter 

5 

Based on the results of these Single Audit procedures, we reported findings related to the failure 
to ensure subrecipients received required audits, inadequate billing of Foster Care administrative 
costs, and unsupported and unapproved rates for residential care facilities that will also be 
included in the Single Audit for the year ended June 30, 2015.  In addition, OJJ’s information 
submitted for the preparation of the state’s Summary Schedule of Prior Federal Audit Findings, 
as adjusted, was materially correct. 
 
 

Trend Analysis 
 
We prepared an analysis of OJJ revenues and found that of $110.4 million in total revenue, OJJ 
received 86%, or $95 million, in state General Fund appropriations.  Of $13 million in 
interagency revenues, $9.5 million are federal funds received from other state agencies, of which 
76.7%, or $7.3 million, is for the Foster Care program.  Based on our findings regarding the 
Foster Care program noted above and OJJ’s reliance on state General Fund dollars, it could 
benefit the state as a whole for OJJ to strengthen controls to ensure federal dollars are 
maximized. 

 
Fiscal Year 2015 Revenue, by Source 

 
  

86.0%

8.6%

3.1%
1.9% 0.2%

0.2%
State General Fund

Interagency Transfers ‐ Federal

Interagency Transfers ‐ State (excludes reduction
due to seed funds returned)

Federal Aid

Self Generated

Youth Development/Offender Management

Source: Fiscal Year 2015 OJJ Annual Fiscal Report and Business Objects Report provided by agency
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Fiscal Year 2015 IAT Federal Revenue, by Program 

 
Source:  Fiscal Year 2015 Business Objects Report provided by agency 

 
The recommendations in this letter represent, in our judgment, those most likely to bring about 
beneficial improvements to the operations of OJJ.  The nature of the recommendations, their 
implementation costs, and their potential impact on the operations of OJJ should be considered in 
reaching decisions on courses of action.  
 
Under Louisiana Revised Statue 24:513, this letter is a public document, and it has been 
distributed to appropriate public officials. 
 
 

Respectfully submitted, 
 
 
 
Daryl G. Purpera, CPA, CFE 
Legislative Auditor 
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MARY L . LIVERS , MSW, PH .D , D ep uty Secr e tary 

January 7, 2016 

Daryl G. Purpera, CPA, CFE 
Louisiana Legislative Auditor 
P.O. Box 94397 
Baton Rouge, LA 70804-9397 

Dear Mr. Purpera: 

Please allow this to serve as the official response for both the Management Letter and the Single 
Audit Report in reference to the fmding concerning Failure to Ensure Subrecipients Received 
Required Audits. The Office of Juvenile Justice (OJJ) does concur that the agency has a 
responsibility for ensuring that the subrecipients' audit reports are received and reviewed. 

I 

The agency has already implemented a plan to complete this process on an annual basis. To do 
so, the Program Specialists, who monitor each ofthe local courts, will request the A-133 Audit 
Report from the local courts. If the court doesn't have the A-133 Audit Report, the Overall Audit 
Report will be requested in order to review the Schedule of Expenditures for Federal Awards to 
determine if an A-133 Audit was required. The Program Manager will create and maintain a 
spreadsheet of all reports received and reviewed. Ifthere are findings in the audit report, the OJJ 
will notify the court, in writing, and request to be notified when the corrective actions are 
completed. The Program Manager will also note on the spreadsheet if the local court was not 
required to have an audit based on the amount of federal awards the court received that fiscal 
year. 

Sincerely, 

MMy ~ :::ll:::w 
Deputy Secretary 

7919 Indepe ndence Boulevard • State Police Bui ld ing • Baton Rouge. LA 70806 
PO Box 66458 • Baton Rouge . LA 70896 • p: 225-287-7900 

www.ojj.Jouisiana .gov • An Equal Opportun ity Employer 
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MARY L . L I VERS , MSW, PH . D , Dep u ty Se c ret a ry 

January 7, 2016 

Daryl G. Purpera, CPA, CFE 
Louisiana Legislative Auditor 
P.O. Box 94397 
Baton Rouge, LA 70804-9397 

Dear Mr. Purpera: 

Please allow this to serve as the official response for both the Management Letter and the Single 
Audit Report in reference to the finding concerning Inaccurate Billing of Foster Care 
Administrative Costs related to Title IV-E (Foster Care). The Office of Juvenile Justice (OJJ) 
does concur, in part, with the fmding. The agency sought to make changes with regard to the 
Random Moment Sampling or Estimation Methodology of Foster Care billable payroJl charges 
as a result of the Louisiana Government Efficiencies Management (GEMS) initiative. 

The GEMS consultants convened the OJJ, Sequoia (the agency's Title IV-E contractor) and the 
Department of Children and Family Services (the state' s Title IV-E Lead Agency), we reviewed 
the methodology that was currently in place and changes were made as a result of discussions 
and recommendations made by the GEMS team. Upon making the recommended changes, the 
agency realized a decrease in the amount of Administrative Cost reimbursements. It has not been 
determined whether the changes made and the resulting decrease in reimbursements indicate that 
the previous reimbursements were overstated or if the changes made only resulted in the agency 
receiving a decreased reimbursement. The Federal Partners had not raised any issues or concerns 
with the methodology that was previously in place, nor had the Department of Children and 
Family Services. 

The OJJ does, however, concur with the finding associated with the total expenditures used in 
OJJ's Indirect Cost Rate calculation. As a result of the finding, the agency's Administrative 
Program Director, will consult with our contractor, Sequoia, and initiate a method of verifying 
the data used to compile the Indirect Cost Rate report. This method will include, but not be 
limited to, comparing the 2GOO ISIS report figures to the totals represented in the proposed 
report. We will also request and review the working papers of the contractor to make sure that 
figures are represented properly. · 

:m~~~s:.:: 
Deputy Secretary 

7919 ln dep<:ndence Boulevard • State PoHce Building • Baton Rouge . LA 70806 
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MARY L . L I VERS , MSW, P H . D , 

January 7, 2016 

Daryl G. Purpera, CPA, CFE 
Louisiana Legislative Auditor 
P.O. Box 94397 
Baton Rouge, LA 70804-9397 

Dear Mr. Purpera: 

De pu ty Secretary 

Please allow this to serve as the official response for both the Management Letter and the Single 
Audit Report in reference to the fmding concerning Unsupported and Unapproved Rates for 
Residential Care Facilities related to Title IV-E (Foster Care). 

The Office of Juvenile Justice (OJJ) does concur, in part, that the agency has a responsibility for 
setting rates and developing a rate methodology that is reasonable and consistent using only 
allowable, allocable expenses. However, we do feel that, as the sub-recipient, we should be able 
to adopt the methodology set in place by the recipient, which is the Department of Children and 
Family Services (DCFS), the state' s Lead Title IV-E Agency. The OJJ has met multiple times 
with the DCFS and Federal Partners, who are representatives from Federal Child and Family 
Programming, expressing these concerns and seeking a resolution. 

Currently, we are awaiting feedback from the Federal Partners and the DCFS on direction related 
to rates and a consistent rate methodology. The OJJ plans to continue to work closely with the 
DCFS and the Federal Partners to ensure we either adopt or develop and implement a rate 
methodology that is acceptable and ensures reasonable, approved rates are paid to Residential 
Facilities and that payments charged to the Foster Care Program are supported and include only 
allowable expenditures. 

As a result of this issue, the OJJ is not being reimbursed for any expenditures related to Cost of 
Care at this time. OJJ plans to have this process completed by March of 2016. 

Sincerely. 

Mary V0:l~~.:;; 
Deputy Secretary 

7919 1ndepeodence Boulevard • State Police Build ing • Baton Rouge . LA 70806 
PO Box 66458 • Baton Rouge . LA 70896 • p: 225-287-7900 
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APPENDIX B:  SCOPE AND METHODOLOGY 
 
 

We performed certain procedures at the Department of Public Safety and Corrections - Youth 
Services - Office of Juvenile Justice (OJJ) for the period from July 1, 2014, through June 30, 
2015, to evaluate relevant systems of internal control in accordance with Government Auditing 
Standards issued by the Comptroller General of the United States.  The procedures included 
inquiry, observation, review of policies and procedures, and a review of relevant laws and 
regulations.  Our procedures, summarized below, are a part of the Single Audit of the State of 
Louisiana (Single Audit) for the year ended June 30, 2015. 
 

 We evaluated OJJ’s operations and system of internal controls through inquiry, 
observation, and review of its policies and procedures, including a review of laws 
and regulations applicable to OJJ. 

 We performed procedures on the Foster Care - Title IV-E federal program (CFDA 
93.658), for the year ended June 30, 2015, as part of the 2015 Single Audit. 

 We performed procedures on information submitted by OJJ on the status of prior-
year findings used in the preparation of the state’s Summary Schedule of Prior 
Federal Audit Findings for the year ended June 30, 2015, as part of the 2015 
Single Audit. 

 We prepared an analysis of current-year revenues for informational purposes.  

The purpose of this report is solely to describe the scope of our work at OJJ and not to provide an 
opinion on the effectiveness of OJJ’s internal control over compliance.  Accordingly, this report 
is not intended to be, and should not be, used for any other purpose. 
 
We did not audit or review OJJ’s Annual Fiscal Report and, accordingly, we do not express an 
opinion on that report.  OJJ’s accounts are an integral part of the state of Louisiana’s financial 
statements, upon which the Louisiana Legislative Auditor expresses opinions. 
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