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DEPARTMENT OF HEALm & HUMAN SERVICES Officeof Inspector General 

Officeof Audit Services 
1100 Commerce, Room 686 
Dallas, TX 75242-1027 

CommonIdentificationNumber: A-O6-01-00086 

Mr. BruceFisher 
ExecutiveDirector 
HuckleberryYouth Programs 
3310GearyBoulevard 
SanFrancisco,California 94118 

DearMr. Fisher: 

Enclosedaretwo copiesof theU. S.Departmentof HealthandHumanServices,Office 
of InspectorGeneral(OIG), Office of Audit Services(OAS) final reportentitled"Audit 
of theAdministrationfor ChildrenandFamilies'Grant(O9CY2073)to theHuckleberry 
Youth Programsfor Its HuckleberryHous~BasicCenterfor RunawayandHomeless 
Youth." A copyof this reportwill be forwardedto theactionofficial notedbelow for his 
reviewandanyactiondeemednecessary. 

Final detenninationasto actionstakenon all mattersreportedwill bemadeby theaction 
official namedbelow. We requestthatyourespondto theHHS actionofficial within 
30 daysfrom thedateof this letter. Your responseshouldpresentanycommentsor 
additionalinfonnationthat you believemayhaveabearingon the final detennination. 

In accordancewith theprinciplesof theFreedomof InformationAct, (5 V.S.C.552,as 
amendedby Public Law 104-231),OIG, OASreportsissuedto theDepartment'sgrantees 
andcontractorsaremadeavailableto membersof thepressandgeneralpublic to the 
extentinformationcontainedthereinis not subjectto exemptionsin theAct which the 
Departmentchoosesto exercise.(See45 CFRPart5.) 

To facilitateidentification,pleasereferto CommonIdentificationNumberA-06-01-
00086in all correspondencerelatingto this report. 

Sincerelyyours, 

~;t;:;~ ..J). t.t.t:;:~fl~ 

Enclosure-asstated 

--c GordonL. Sato ~ I RegionalInspectorGeneral 

for Audit Services 

January25,2002 



Direct Reply to HHS Action Official: 

Ms. Sharon M. Fujii 

Regional Hub Director 

Administration for Children and Families 

U.S. Department of Health and Human Services 

50 United Nations Plaza, Room 450 

San Francisco, California 94102 
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Office of Inspector General 


The mission of the Office of Inspector General (OIG), 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 OIG's 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 the Department. 

Office of Evaluation and Inspections 

The OIG's Office of Evaluation and Inspections (OEI) conducts short-term management and 
program evaluations (called inspections) that focus on issues of concern to the Department, 
the Congress, and the public. The findings and recommendations contained in the 
inspections reports generate rapid, accurate, and up-to-date information on the efficiency, 
vulnerability, and effectiveness of departmental programs. 

Office of Investigations 

The OIG's 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 OI lead to criminal 
convictions, administrative sanctions, or civil monetary penalties. The OI also oversees 
State Medicaid fraud control units, which investigate and prosecute fraud and patient abuse 
in the Medicaid program. 

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. The OCIG imposes program exclusions and civil 
monetary penalties on health care providers and litigates those actions within the 
Department. The OCIG also represents OIG in the global settlement of cases arising under 
the Civil False Claims Act, develops and monitors corporate integrity agreements, develops 
model compliance plans, renders advisory opinions on OIG sanctions to the health care 
community, and issues fraud alerts and other industry guidance. 
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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 Audit Services’ (OAS) reports are made 
available to members of the public to the extent information contained therein 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 
OAS. Final determination on these matters will be made by authorized officials of the 
HHS divisions. 
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1100 Commerce, Room 686 
Dallas, TX 75242-1027 

Number: A-O6-01-00086 CommonIdentification
January 25, 2002 

Mr. BruceFisher 
ExecutiveDirector 
HuckleberryYouth Programs 
3310GearyBoulevard 
SanFrancisco,California94118 

. 

DearMr. Fisher: 

Thisreportprovidesyou with theresultsof our auditof theAdministrationfor Childrenand 
Families'(ACF) grant(09CY2073)to theHuckleberryYouth Programsfor its Huckleberry 
House(HH) BasicCenterfor RunawayandHomelessYouth. This grantcoveredthe 3-year 
periodSeptember1, 1997throughAugust31,2000. Theobjectivesof the auditwereto 
determineifHH: (1) achievedthegrantobjectives,(2) compliedwith standardtermsand 
conditionsof the grant,and(3) maintaineda systemof accountingandinternalcontrolscapable 
of managingFederalfunds. 

TheHH wasableto achieveall objectivesof theBasicCenterfor RunawayandHomelessYouth 
grant. In addition,HH is generallyableto manageandaccountfor Federalfunds. However, 
thereweresomeweaknessesin internalcontrolsandcompliancewith thetermsandconditionsof 
thegrant. As a result,HH: 

. allocatedexpenditurestotaling $2,783(seeAppendixA) to the grantfor coststhatwere 
not in accordancewith thetermsandconditionsof the grantor wereunallowableby 
Federalregulation; 

did not submitStandard. Form 269(SF-269)financialreportsto ACF timely; and 

. 	 maintainedperiodicaccountbalancesof over$100,000in onebankaccount.Amounts 
exceeding$100,000arenot insuredthoughtheFederalDepositInsuranceCorporation 

(FDIC). 

Weare recommendingthatHH refund$2,783to theFederalGovernmentfor costsallocatedto 
thegrantthatwerenot in accordancewith thetermsandconditionsof the grantor were 
unallowableby Federalregulation. In addition,we arerecommendingthatHH developand 
implementpoliciesandproceduresto strengthenits internalcontrols. 

In its responseto our draft report,HH did not agreewith certainof thequestionedcostsand 
providedsomeadditionalinformationto considerregardingthesecosts. After consideringthis 
additionalinformatiqnwe revisedthe amountof questionedcosts. (SeeAppendixA.) TheHH 

. 
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also provided information on steps it is taking to comply with one of the recommendations, 
asked for technical assistance in implementing another recommendation and did not respond to 
one recommendation. See Appendix B for a complete copy of HH’s response. 

Background 

The HH is a private nonprofit organization founded in 1967 as a community response to the 
growing numbers of runaway youth who came across the country to live on the streets of San 
Francisco’s Haight Ashbury District. Its program became a national model as the first licensed 
shelter in California and the recipient of one of the first grants from the Basic Center Program 
(BCP) administered by ACF. The BCP provides financial assistance to establish or strengthen 
community-based programs that address the immediate needs of runaway and homeless youth 
and their families. The central purpose of these programs is to provide youth with emergency 
shelter, food, clothing, counseling and referrals for health care. The basic centers seek to reunite 
young people with their families, whenever possible, or to locate appropriate alternatives 
placements. 

The ACF awarded HH a grant for the project period September 1, 1997 through August 31, 
2000 in the amount of $450,000 ($150,000 for each of the 3 years). The grant was awarded to 
provide effective services to runaway and homeless youth. These services include targeted 
outreach, 24-hour intake/assessment, temporary shelter, crisis intervention/resolution, 
counseling, referrals, advocacy and support for service linkages, and comprehensive 
aftercare/follow-up. 

Objectives, Scope, and Methodology 

The objectives of this audit were to determine if HH: (1) achieved the grant objectives, 
(2) complied with standard terms and conditions of the grant, and (3) maintained a system of 
accounting and internal controls capable of managing Federal funds. 

To accomplish our audit objectives we: 

• 	 interviewed HH officials to obtain an understanding of HH’s basic center program, its 
internal control structure and its ability to manage and account for Federal funds; 

• 	 examined HH’s grant proposal, progress reports, client case files and other supporting 
documentation to determine whether HH achieved the grant objectives; 

• 	 reviewed selected controls to determine if they were sufficient to prevent expenditures 
that were not in accordance with terms and conditions of the grant; 

• 	 compared grant application budget categories to expenditures to ensure they were in 
accordance with terms and conditions of the grant; and 
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• 	 reviewed HH’s accounting policies and procedures, interviewed accounting personnel, 
reviewed audit reports from the independent Certified Public Accounting firm during the 
grant period and reviewed support for the financial information reported on the SF-269s 
to ensure HH was capable of managing and accounting for Federal funds. 

The HH Basic Center for Runaway and Homeless Youth grant (09CY2073) was randomly 
selected for audit along with other grants from a national database maintained by ACF. We 
conducted our audit in accordance with generally accepted government auditing standards. 

We conducted our field work at HH’s office in San Francisco, California in August 2001. 

RESULTS OF REVIEW 

Program Results 

Based on our review of HH’s progress reports, client case files and other supporting 
documentation, we determined that HH was able to achieve the grant objectives. Additionally, 
grant progress reports were submitted timely. 

In 1997, HH changed the way it counted youth intakes by only including those clients who 
actually came to HH for services instead of also including telephone contacts. However HH 
failed to modify the performance measures contained in this grant to account for this change. 
Therefore, HH used an unrealistic number of youth intakes as the basis for the majority of the 
grant objectives. As a result, HH was unable to achieve all of the objective’s numerical 
outcomes as established in the grant. However, HH was providing runaway and homeless youth 
with the services outlined in the grant and made reasonable efforts toward the outcomes as 
established. 

Fiscal Accountability 

The HH’s accounting policies and procedures, internal control structure and accounting records 
are generally adequate to manage and account for Federal funds. However, there were some 
weaknesses in internal controls and compliance with the terms and conditions of the grant. As a 
result, several deficiencies were found. 

Procedures were not in place to ensure that all costs charged to the grant were in accordance with 
the terms and conditions of the grant and Federal regulations. As a result, inappropriate charges 
totaling $2,783 were made to the grant. 

The budget justification for HH’s grant application states that it does “not allocate to federal 
funding any mortgage payments or any costs of purchase, depreciation or replacement of 
capitalized equipment”. Based on the initial information provided, it appeared that HH mortgage 
payments were charged to the grant. However, in its response to our draft report, HH provided 
additional information that these expenditures were use allowances, and that HH had exceeded 
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its use allowance by $1,626. In addition, HH allocated $1,033 in van depreciation expense to the 
grant and on several occasions allocated late fees and parking violations totaling $124. 

The HH budget justification also did not mention rent for two other facilities used by the basic 
center. We originally questioned the portion of the rent for these facilities that was charged to 
the grant. However, in its response to our report, HH provided additional information regarding 
these costs and these costs are no longer being questioned. 

The HH did not submit SF-269 financial reports to ACF timely. Federal regulations require that 
SF-269s be submitted no later than 30 days after the end of each specified reporting period for 
quarterly and semi-annual reports and 90 calendar days for annual and final reports. However, 
HH was at least 2 weeks late submitting each semi-annual report and one final report. 

The HH maintained periodic account balances of over $100,000 in one bank. According to the 
FDIC, deposits in excess of $100,000 in one bank are not insured under the FDIC regardless if it 
is held in single or multiple accounts. This is contrary to Federal requirements and good 
management practices. 

Conclusion and Recommendation 

The HH was able to successfully complete all of the objectives of the Basic Center for Runaway 
and Homeless Youth grant. However, we recommend that HH ensure that future grant 
objectives and methods of measuring performance are consistent. 

The HH is generally able to manage and account for Federal funds. However, there were several 
deficiencies which indicated a need for improvement in internal controls and compliance with 
the terms and conditions of the grant. 

We recommend that HH refund $2,783 to the Federal Government for costs allocated to the grant 
that were not in accordance with the terms and conditions of the grant or were unallowable by 
Federal regulation. In addition, we recommend that HH strengthen its internal controls by: 

• 	 developing procedures to ensure that costs which are unallowable by Federal 
regulation are not allocated to the grant; 

• 	 developing policies and procedures to ensure all costs allocated to the grant are in 
accordance with the terms and conditions of the grant and detailed in the budget 
justification; 

• ensuring that SF-269 financial reports are submitted timely to ACF; and 

• 	 developing controls to assure that the cash balances in any one bank account do not 
exceed $100,000. 
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AUDITEE COMENTS AND OIG RESPONSE 

Comments Auditee 

In its responseto our draft report,HH providedadditionalinformationregardingthemortgage 
costs,now explainingthattheexpendituresareuseallowances,but that HH hadexceededits use 
allowanceby $1,626. In addition,HH took exceptionto thequestionedrent cost,statingthatif 
HH haddescribedthesecostsin its budgetjustification we would not havequestionedit. 
However,HH agreedwith the findingsrelatingto thevandepreciation,latefeesandfinesand .theneedto file SF-269sina timely manner.TheHH alsoaskedfor technicalassistance 

regardinghavingperiodicbankbalancesin excessof $100,000.TheHH did not respondto the 
recommendationto ensurethatfuturegrantobjectivesandmethodsof measuringperformance 
areconsistent.SeeAppendixB for a completecopyofHH's response. 

OIG Response 

With theadditionalinformationHH hasnow providedrelatingto themortgagecostbeinguse 
allowances,we agreethatthesechargesareallowable,andthatHH needsto refundthe$1,626in 
useallowancesthatwerechargedto thegrantin excessof whatwasallowable. We alsoagree 
thatifHH hadidentifiedthecostof rent for thetwo facilitiesin its budgetjustification, we 
would not havequestionedit. However,we still feelthatin futuregrantapplications,thebudget 
justificationsshouldfully describethesecostssincetheyaresosignificantto theoperationof 
RH. ThetechnicalassistanceHH is seekingregardingtheperiodicbankbalancesexceeding 
$100,000shouldbe addressedwith ACF. In addition,we still feeltherecommendationto ensure 
thatfuturegrantobjectivesandmethodsof measuringperformanceareconsistentis valid and 

shouldbeimplementedby HH. 

Sincerely, 

{2x...~ p" h/~~;~ 

GordonL. Sato 
RegionalInspectorGeneral 

for Audit Services 

-:0:-
~1 
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Appendix A 

SUMMARY OF QUESTIONED COSTS 

Questioned Costs Adjustments Final 
Cost Categories Per Audit Per Auditee Response Questioned Costs 

Mortgage $ 20,380 $(20,380) $ 0 
Use Allowance 1,626 1,626 

Rent 5,045 (5,045) 0 
Depreciation 1,033 0 1,033 
Fines and Penalties 124 0 124 

Totals $ 26,582 $(23,799) $2,783 
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