State of California—Health and Human Services Agency

M Department of Developmental Services
1215 O Street, Sacramento, CA 95814

NANCY BARGMANN www.dds.ca.gov

August 8, 2024

Lisa Lopez, Board President

San Andreas Regional Center

6203 San Ignacio Avenue, Suite 200
San Jose, CA 95119

Dear Ms. Lopez:

The Department of Developmental Services’ (DDS) Audit Section has completed the
audit of the San Andreas Regional Center (SARC). The period of review was from

July 1, 2021 through June 30, 2023, with follow-up as needed into prior and subsequent
periods. The enclosed report discusses the areas reviewed along with the findings and
recommendations. The audit report includes the response submitted by SARC as
Appendix B and DDS’ reply on page 7.

If there is a disagreement with the audit findings, a written “Statement of Disputed Issues”
may be filed with DDS’ Audit Appeals Unit, pursuant to California Code of Regulations
(CCR), Title 17, Section 50730, Request for Administrative Review (excerpt enclosed).
The “Statement of Disputed Issues” must be filed and submitted within 30 days of receipt
of this audit report to the address below:

Office of Legal Affairs

Department of Developmental Services
P.O. Box 944202

Sacramento, CA 94299-9974

The cooperation of SARC’s staff in completing the audit is appreciated.

Your invoice for the total amount of $9,024.30 from the current audit findings is
enclosed. When making payments to DDS, please refer to the invoice number to
ensure that proper credit is given. If you have any questions regarding the payment
process, please contact Diane Nanik, Manager, Accounting Section, at

(916) 654-2932.



Lisa Lopez, Board President
August 8, 2024
Page two

If you have any questions regarding the audit report, please contact Edward Yan,
Manager, Audit Section, at (916) 651-8207.

Sincerely,

DocuSigned by:

Pt (nvinka

38BD4A5930324CE...

PETE CERVINKA
Chief Deputy Director
Data Analytics and Strategy

Enclosure(s)

cc: Javier Zaldivar, SARC
John Hunt, SARC
Bob Sands, DHCS
Carla Castaneda, DDS
Brian Winfield, DDS
Hiren Patel, DDS
Jim Knight, DDS
Ernie Cruz, DDS
Ann Nakamura, DDS
Yasir Ali, DDS
Diane Nanik, DDS
Greg Nabong, DDS
Jonathan Hill, DDS
Edward Yan, DDS
Luciah Ellen Nzima, DDS
Staci Yasui, DDS



State of California
DEPARTMENT OF DEVELOPMENTAL SERVICES
1215 O Street, MS 10-20

Sacramento, CA 95814

San Andreas Regional Center, Inc.
6203 San Ignacio Avenue, Suite 200
San Jose, CA 95119

Date

INVOICE No.

INV14902

August 8, 2024

Headquarters

Please return copy of Invoice with your
remittance and make payable to:

Vendor no. 0000042513

>

DEPARTMENT OF DEVELOPMENTAL SERVICES

1215 O Street, MS 10-20
Sacramento, CA 95814

Attn: Diane J. Nanik, Chief of Accounting

For: Per final audit report dated August 8, 2024, please reimburse the
Department of Developmental Services for the unresolved overpayment of
$9,024.30 for the Fiscal Years 2021-22 and 2022-23.

DO NOT OFFSET THIS INVOICE WITH ANY VENDOR CLAIMS.
THIS INVOICE MUST BE PAID IN FULL BY CHECK PAYABLE TO DDS.

AMOUNE DUE ..vviiiiniiiiiiiiiiieiiiieetieiiestestesstosssstessssssosesssssssssscssnassn $9,024.30
DDS ACCOUNTING OFFICE ONLY:
Rptg Svc Approp.
FY INV DATE INV No. Structure Loc Program Ref Fund Amount
FY21-22 | 08/08/2024 | INV14902 43009517 96000 9910 101 0001 $9,024.30

DS 1095 (4/87)




California Code of Regulations
Title 17, Division 2
Chapter 1 - General Provisions
Subchapter 7 - Fiscal Audit Appeals
Article 2 - Administrative Review

§50730. Request for Administrative Review.

a) An individual, entity, or organization which disagrees with any portion or aspect of
an audit report issued by the Department or regional center may request an
administrative review. The appellant's written request shall be submitted to the
Department within 30 days after the receipt of the audit report. The request may be
amended at any time during the 30-day period.

(b) If the appellant does not submit the written request within the 30-day period, the
appeals review officer shall deny such request, and all audit exceptions or findings in
the report shall be deemed final unless the appellant establishes good cause for late
filing.

(c) The request shall be known as a “Statement of Disputed Issues.” It shall be in
writing, signed by the appellant or his/her authorized agent, and shall state the
address of the appellant and of the agent, if any agent has been designated. An
appellant shall specify the name and address of the individual authorized on behalf
of the appellant to receive any and all documents, including the final decision of the
Director, relating to proceedings conducted pursuant to this subchapter. The
Statement of Disputed Issues need not be formal, but it shall be both complete and
specific as to each audit exception or finding being protested. In addition, it shall set
forth all of the appellant's contentions as to those exceptions or findings, and the
estimated dollar amount of each exception or finding being appealed.

(d) If the appeals review officer determines that a Statement of Disputed Issues fails
to state the grounds upon which objections to the audit report are based, with
sufficient completeness and specificity for full resolution of the issues presented,
he/she shall notify the appellant, in writing, that it does not comply with the
requirements of this subchapter.

(e) The appellant has 15 days after the date of mailing of such notice within which to
file an amended Statement of Disputed Issues. If the appellant does not amend
his/her appeal to correct the stated deficiencies within the time permitted, all audit
exceptions or findings affected shall be dismissed from the appeal, unless good
cause is shown for the noncompliance.

(f) The appellant shall attach to the Statement of Disputed Issues all documents
which he/she intends to introduce into evidence in support of stated contentions. An
appellant that is unable to locate, prepare, or compile such documents within the
appeal period specified in Subsection (a) above, shall include a statement to this
effect in the Statement of Disputed Issues. The appellant shall have an additional 30
days after the expiration of the initial 30-day period in which to submit the
documents. Documents that are not submitted within this period shall not be
accepted into evidence at any stage of the appeal process unless good cause is
shown for the failure to present the documents within the prescribed period.
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RESTRICTED USE

This audit report is solely for the information and use of DDS, CMS, Department of
Health Care Services, and the regional center. This restriction does not limit distribution
of this audit report, which is a matter of public record.

EXECUTIVE SUMMARY

The Department of Developmental Services (DDS) conducted a fiscal compliance audit
of San Andreas Regional Center (SARC) to assess compliance with the requirements
set forth in the Lanterman Developmental Disabilities Services Act and Related
Laws/Welfare and Institutions (W&I) Code; the Home and Community-based Services
(HCBS) Waiver for the Developmentally Disabled; California Code of Regulations
(CCR), Title 17; Federal Office of Management and Budget (OMB) Circulars A-122 and
A-133; and the contract with DDS. Overall, the audit indicated that the regional center
maintains accounting records and supporting documentation for transactions in an
organized manner.

The audit period was July 1, 2021, through June 30, 2023, with follow-up, as needed,
into prior and subsequent periods. This report identifies some areas where the regional
center’'s administrative and operational controls could be strengthened, but none of the
findings were of a nature that would indicate systemic issues or constitute major
concerns regarding the regional center’s operations.

A follow-up review was performed to determine whether the regional center has taken
corrective action to resolve the findings identified in the prior DDS audit report. The
results of the follow-up can be found in the Conclusions section.

Findings that need to be addressed.

Finding 1: Overstated Claims — SARC overstated claims totaling $43,889.36 for 14
vendors and recovered $34,865.06, with $9,024.30 still outstanding.

Finding 2:  Conflict of Interest (COIl) Statements — COI statements for nine Board
Members and one promoted employee were completed late.

Findings that have been addressed and corrected.

Finding 3: Improper Allocation of Community Placement Plan (CPP) Funds —
SARC improperly allocated expenses totaling $201,982.23 to four
individuals that did not move out of a Developmental Center (DC).

Finding 4: Interest Not Disbursed to Individual Trust Accounts — SARC did not
disburse interest to the individual trust accounts from July 2021 through
May 2023.



BACKGROUND

DDS and San Andreas Regional Center, Inc. entered into State Contract HD199016,
effective July 1, 2019, through June 30, 2026. This contract specifies that SARC, Inc.
will operate an agency known as the SARC to provide services to individuals with DD
and their families. The contract is funded by state and federal funds that are dependent
upon the regional center performing certain tasks, providing services to eligible
consumers, and submitting billings to DDS.

This audit was conducted from January 16, 2024, through February 29, 2024, by the
Audit Section of DDS.

AUTHORITY

The audit was conducted under the authority of the W&I Code, Section 4780.5 and the
State Contract between DDS and the regional center.

CRITERIA

The following criteria were used for this audit:

W&l Code,

Approved Application for the HCBS Waiver for the Developmentally Disabled,
CCR, Title 17,

OMB Circulars A-122 and A-133, and

The State Contract between DDS and the regional center, effective July 1, 2019.



VIEWS OF RESPONSIBLE OFFICIALS

DDS issued the draft audit report on June 13, 2024. The findings in the draft audit
report were discussed at a formal exit conference on June 18, 2024. The views of
responsible officials are included in this final audit report.

CONCLUSIONS

Based upon the audit procedures performed, DDS has determined that except for the
items identified in the Findings and Recommendations section, the regional center was
in compliance with applicable audit criteria.

The costs claimed during the audit period were for program purposes and adequately
supported.

From our review of three prior DDS audit findings, it has been determined that the
regional center has taken appropriate corrective action to resolve one finding. The
remaining two findings regarding the Family Cost Participation Program and Annual
Family Program Fee normally would be reviewed during the next biennial audit since
these programs were statutorily suspended during the period of this audit. However,
both programs were statutorily eliminated effective July 2024, so no further action by the
regional center is required for those two findings.



FINDINGS AND RECOMMENDATIONS

Findings that need to be addressed.

Finding 1:

Overstated Claims

The review of the Operational Indicator Reports revealed 25 instances
where SARC overstated claims for 14 vendors. This resulted in
overstated claims totaling $43,889.36. The overstated claims were due to
duplicate payments and overlapping authorizations. SARC has recovered
overpayments totaling $34,865.06, with $9,024.30 still outstanding.

(See Attachment A)

CCR, Title 17, Section 57300(c)(2) states:
“(c) Regional Centers shall not reimburse vendors:

(2) For services in an amount greater than the rate
established pursuant to these regulations.”

Recommendation:

Finding 2:

SARC must reimburse to DDS the remaining overstated claims totaling
$9,024.30. In addition, SARC must ensure its staff monitor the
Operational Indicator Reports for errors that may have occurred while
doing business with its vendors.

COIl Statements

The review of BOD COI statements revealed six and three BOD COlI
statements from FY 2021-22 and FY 2022-23, respectively, were not
completed by August 15t. In addition, one employee in a designated COI-
filing position did not complete and file a COI statement within 30 days of
assuming the position. (See Attachment B)

W&I Code, Section 4626 states:

“(e) The department shall develop and publish a standard conflict-of-
interest reporting statement. The conflict-of-interest statement
shall be completed by each regional center governing board
member and each regional center employee specified in
regulations, including, at a minimum, the executive director,
every administrator, every program director, every service
coordinator, and every employee who has decision-making or



policymaking authority or authority to obligate the regional
center’s resources.

(f) Every new regional center employee referenced in subdivision
(e) and every current regional center employee referenced in
subdivision (e) accepting a new position within the regional
center shall complete and file the conflict-of-interest statement
with his or her respective regional center within 30 days of
assuming the position.”

(g) Every regional center board member and regional center
employee referenced in subdivision (e) shall complete
and file the conflict-of-interest statement by August 1 of
each year.”

Recommendation:

SARC must ensure COI statements for BODs are completed by

August 15tand that any employees taking a designated COI-filing position
must complete and file a COI statement within 30 days of assuming that
position.

Findings that have been addressed and corrected.

Finding 3:

Improper Allocation of CPP Funds

The review of SARC’s CPP expenditures revealed SARC improperly
allocated expenses totaling $201,982.23 from FY 2021-22 to four
individuals to an incorrect account. However, these individuals did not
move out of the DC into the community. SARC indicated that this was an
oversight on its part and took corrective action by reallocating the
expenses totaling $201,982.23 to the correct account.

(See Attachment C).

Guidelines for Regional Center Community Placement Plan (lll)(A) states
in part:

“Placement funding will be allocated based on claims associated
with reconciled CPP placements that occur during each FY. As
part of the POS claims review process, the Department may
periodically request verification of consumers who have
transitioned to the community and their associated costs.”



State Contract, Exhibit E states, in relevant part:

Recommendation:

SARC

“Contractor shall use funds allocated for the regional center’'s
approved Community Placement Plan only for the purposes
allocated and in compliance with the State’s Community Placement
Plan and Housing Guidelines.”

must review the CPP claims to ensure consumers’ expenditures

are allocated to proper funding sources before claims are made to DDS.

Finding 4: Interest Not Disbursed to Individual Trust Accounts

The review of the individual trust accounts revealed SARC did not
disburse interest from July 2021 through May 2023. SARC indicated that
this was an oversight on its part and took corrective action by disbursing
the interest to the individual trust accounts.

Article Ill, Section 10 of the contract between DDS and SARC states
in part:

Recommendation:

“Contractor shall ensure that the consumer benefits directly from all
interest earned on trust accounts. Guided by prudent business
practices, all trust funds must be placed in a separate bank
account that earns at least the prevailing rate of monetary interest
for a “Business Savings” account, or equivalent account. This
account shall be in the name of both the State and Contractor in
accordance with the provisions of Article Ill, Section 3. All interest
must be allocated to the individual consumer accounts. Bank
charges (net after applying bank credits, if any), that are
specifically identifiable to the trust account may be offset against
the consumers’ interest. In no case shall the amount of bank
charges allocated to the individual consumer accounts exceed the
amount of interest earned.”

SARC must ensure all individual trust accounts are receiving interest.



EVALUATION OF RESPONSE

As part of the audit report process, the regional center was provided with a draft audit
report and requested to provide a response to the findings. Its response is provided as
Appendix B. DDS’ Audit Section has evaluated the response and will confirm the
appropriate corrective actions have been taken during the next scheduled audit, unless
otherwise described.

Finding 1:

Finding 2:

Overstated Claims

SARC agrees to reimburse DDS $9,024.30 in overpayments due to

to duplicate payments and overlapping authorizations and stated it has
built new procedures to ensure the Operational Indicator Reports are
reviewed and monitored for errors that may have occurred while doing
business with its vendors.

COIl Statements

SARC agrees six and three BOD COI statements from FY 2021-22 and
FY 2022-23, respectively, were not completed by August 18tand that one
current employee in a designated COI-filing position did not complete and
file a COI statement within 30 days of assuming the position. In addition,
SARC stated it has revised its policies and procedures relating to the COI
statements to ensure all statements are completed by August 15t. Lastly,
any current employee in a designated COI-filing position will complete and
file a COI statement within 30 days of assuming the new position.



San Andreas Regional Center
Overstated Claims
Fiscal Years 2021-22 and 2022-23

Attachment A

Unique Client q e q .
No. | Identification Vendor Vendor Name Service |Authorization| Service POS Correct Over/ Under Corrected Outstanding
- Number Code Number Month Amount Payment Balance
Overpayments Due to Duplicate Payment on Same Authorizations (Indicator 4)
1 8206467 ZS1157 OPTIONS FOR ALL 94 22795843 07/21 $§ 7,772.94| $ 480585| % 2967.09|$ 2,967.09 | $ -
2 8149287 HS1290 LOUPE ADULT RESIDENTIAL 915 22841640 06/22 | $ 12,175.77] $10,964.00| $§ 121177 | $ 121177 $ -
3 6593801 ZS0103 | OCEANSIDE SUPPORTED LIVING 894 22805459 08/21 $ 2,073.20[ $ 1,036.60| $§ 1,036.60 | $ 1,036.60 | $ -
4 8578924 PS0148 ALCAZAR, NOELLE 707 22772542 07/21 $ 540.00| $ 450.00( $ 90.00 | $ 90.00 [ $ -
5 6574117 HS1280 EUPHORIA CARE, INC. 55 22830519 04/22 | $ 4,034.52] $ 2,209.38| $§ 1,82514 | % 1,825.14 [ $ -
6 4841433 HS1280 EUPHORIA CARE, INC. 55 22832263 04/22 | $ 4,034.52] $ 2,209.38| $§ 1,82514 | % 1,825.14 | $ -
7 8101963 H18386 PACE - MIRACLE HOUSE 113 22499586 0222 | $ 14,288.72] $ 9,027.26| $§ 526146 | $ 526146 | $ -
8 6570589 HS0831 COMMUNITY LIFE SERVICES 952 23827370 07/22 | $ 664.06| $ 442.70| $ 22136 | $ 221.36 | $ -
9 8115875 HS0361 HOPE SERVICES/HOLLISTER 952 22819653 0222 | $ 1,613.32] $ 1,062.48| $ 550.84 | $ 550.84 | $ -
10 8198241 251142 NEW PERSPECTIVES, INC. 55 23774380 1122 | $ 214924 $ 1,07462| $ 107462 | $ 1,07462 | $ -
11 8198241 251142 NEW PERSPECTIVES, INC. 55 23774380 12/22 | $ 2,149.24| $ 1,07462| $ 1,074.62 | $ 1,074.62 | $ -
Total Overpayment Due to Duplicate Payment on Same Authorization (Indicator 4) $ 17,138.64 | $ 17,138.64 | § -
Overpayments Due to Duplicate Payment Overlapping Authorizations (Indicator 5)
12 | 6598208 | Hs0968 MISSION BAY, INC gga [ 22639626 |y 1S 616081 ¢ 4i508|5 92250 | § 92259 | § -
’ 22837846 $ 922.59
22822173 $ 24.03
13 8575404 HS1258 HONU INTERVENTION, INC 605 52843601 01/22 5 5403 $ 24.03| $ 2403 | % 2403 | $
22822173 $ 384.48
14 8575404 HS1258 HONU INTERVENTION, INC 605 52843601 02/22 5 384 48 $ 384.48| % 384.48 | $ 384.48 | $
15 6592727 HS0772 AIM HIGHER INC 510 22403506 07/21 $ 14112 $ - $ 14112 | $ 14112 $ -
EUGENE'S VILLE RESIDENTIAL 22790676 $ 254.70
16 6592727 HS0314 CARE HOME 109 52843271 08/21 S 1.018.80 $ 1,018.80| $ 25470 | $ 25470 | $
17 8023044 HS0685 MISSION BAY RINCON 880 22812445 12/21 $ 306.92| $ - $ 306.92 | $ 306.92 | $ -
Total Overpayment Due to Duplicate Payment Overlapping Authorization (Indicator 5) $ 2,03384 (% 2,033.84 [ $ -
Overpayments Due to Duplicate Authorization Same Vendor (Indicator 10)
18 | 8173200 | ZS0950 | SUMMIT THERAPEUTIC SRVCS. | 896 | 22839875 | 445y |8 6542401 ¢ g51360| s 654240 |$ 654240 | $ -
22841895 $ 9,813.60 ’ ' '
22818544 $ 1,794.87 )
19 6575420 HS0968 MISSION BAY, INC 515 2843461 01/22 5 236520 $1,79487| % 2,365.20 | $ 2,365.20 | $
22802610 $ 1,794.87 )
20 6525380 HS0968 MISSION BAY, INC 515 22813880 09/21 S 179487 $ 1,794.87| $ 179487 | $ 1,794.87 | $
22802610 $ 1,794.87 )
21 6525380 HS0968 MISSION BAY, INC 515 22813880 10/21 5 179487 $ 1,794.87| $ 1,79487 | $ 1,794.87 | $

A-1




San Andreas Regional Center
Overstated Claims
Fiscal Years 2021-22 and 2022-23

Attachment A

Unique Client q e q .
No. | Identification Vendor Vendor Name Service |Authorization| Service POS Correct Over/ Under Corrected Outstanding
- Number Code Number Month Amount Payment Balance
22802610 $ 1,709.40 )
22 6525380 HS0968 MISSION BAY, INC 515 22813880 11/21 $ 170940 $ 1,709.40| $ 1,709.40 1,709.1_10 $
Total Overpayment Due to Duplicate Authorization Same Vendor (Indicator 10) $ 14,206.74 | $ 14,206.74 | $ -
Overpayments Due to Duplicate Authorization Different Vendor (Indicator 11)
HS0685 MISSION BAY RINCON 22814483 $ 724.80
23 6570403 150968 MISSION BAY, INC 882 55811973 09/22 5 75480 $ 72480| $ 72480 | $ 72480 | $
HS0685 MISSION BAY RINCON 22814483 $ 761.04
24 6570403 HS0968 MISSION BAY, INC 882 22811973 10122 $ 761.04 $ 7610419 761.04 | $ 761.04 | 3
HS0683 | BEYOND POTENTIAL LEARNING 22815807 11/21- |$ 10,494.60
25 5063359 HS0281 LAUREL ST. CENTER 515 22775576 03/22 |$ 9,024.30 $10,494.60 | §  9,024.30 | $ 902430
Total Overpayment Due to Duplicate Authorization Different Vendor (Indicator 11) $ 10,510.14 | $ 1,485.84 | § 9,024.30
Total Overpayment $ 43,889.36 | $ 34,865.06 | § 9,024.30

A-2



San Andreas Regional Center
COI Statements
Fiscal Years 2021-22 and 2022-23

Board Members that Did Not Have Their COI
Statements Completed by August 1st

Board Member's
Initials

Z
°

Fiscal Year

V.C.

M.E.

2021-22 M.J.

AL.

J.M.

D.S.

J.D.

2022-23 E.E.

OIOIN|O|O|BR|WIN|=

D.S.

Employee Without a New COI Statement
Completed Within 30 Days of Assuming
New Position

Fiscal Year No. Employee's Initials

2022-23 1 A.N.

B-1

Attachment B



San Andreas Regional Center
Improper Allocation of CPP Funds
Fiscal Years 2021-22 and 2022-23

Attachment C

No. ?dlzgﬂﬁc(;:iil:\t Vendor Vendor Name Service Sub Authorization | Service Invoice POS
Number Code Code Number Month Number
Number
202112 | 2551037 $3,274.72
202201 2563031 $3,274.72
202202 | 2574537 $3,274.72
HS1025 COMMUNITY INTEGRATED WORK 22817086 502203 | 2585998 $3.274.72
202204 | 2608578 $3,274.72
202205 | 2636021 $3,274.72
202108 | 2513612 $3,271.00
202109 | 2524895 $3,271.00
1 8119624 17 202110 | 2536071 $3,271.00
202111 2547993 $3,271.00
202112 | 2559021 $3,271.00
751202 YAI, INC DBA CA START SAN 22799652 202201 2570742 $3,271.00
202202 | 2582501 $3,271.00
CPP 202203 | 2593776 $3,271.00
202204 | 2616457 $3,271.00
202205 | 2643913 $3,271.00
202206 | 2655336 $3,271.00
202111 2550820 $10,194.24
202112 | 2557782 $19,383.09
202201 2569508 $20,406.46
202201 2582706 ($1,155.77)
2 6570234 PP0346 CENTER FOR BEH CHANGE #8 113 22818935 202202 | 2581269 $19,250.69
202203 | 2592549 $19,250.69
202204 | 2615255 $19,250.69
202205 | 2642707 $19,250.69
202206 | 2654125 $19,250.69
3 7740024 22827379 202203 | 2592502 $635.72
4 8115610 | 250970 BEHRENS, KELLY, PSYD 56 22827368 | 202203 | 2592502 $635.72
Total Amount Improperly Allocated to CPP| $201,982.23

C-1



APPENDIX A
SCOPE, OBJECTIVES, AND METHODOLOGY

DDS is responsible, under the W&I Code, for ensuring that persons with intellectual and
developmental disabilities receive the services and supports they need to lead more
independent, productive, and integrated lives. To secure these services and supports,
DDS contracts with 21 private, nonprofit community agencies/corporations that provide
fixed points of contact in the community for serving eligible individuals and their families
in California. These fixed points of contact are referred to as regional centers. The
regional centers are responsible under State law to help ensure that such persons
receive access to the programs and services that are best suited to them throughout
their lifetime.

DDS also is responsible for providing assurance to the federal Department of Health
and Human Services, Centers for Medicare, and Medicaid Services (CMS), that
services billed under California’s HCBS Waiver program are provided and that criteria
set forth for receiving funds have been met. As part of providing this assurance, the
Audit Section conducts fiscal compliance audits of each regional center no less than
every two years and completes follow-up reviews in alternate years.

In addition to the fiscal compliance audit, each regional center also is monitored by the
DDS Federal Programs Operations Section to assess overall programmatic compliance
with HCBS Waiver requirements. The HCBS Waiver compliance monitoring review has
its own criteria and processes. These audits and program reviews are an essential part
of an overall DDS monitoring system that provides information on the regional centers’
fiscal, administrative, and program operations.

This audit was conducted as part of the overall DDS monitoring system that provides
information on the regional centers’ fiscal, administrative, and program operations. The
objectives of this audit were:

e To determine compliance with the W&I Code,

e To determine compliance with the provisions of the HCBS Waiver Program for
the Developmentally Disabled,

e To determine compliance with CCR, Title 17 regulations,

e To determine compliance with OMB Circulars A-122 and A-133, and

e To determine that costs claimed were in compliance with the provisions of the
State Contract between DDS and the regional center.

The audit was conducted in accordance with the Generally Accepted Government
Auditing Standards issued by the Comptroller General of the United States. However,
the procedures do not constitute an audit of the regional center’s financial statements.
DDS limited the scope to planning and performing audit procedures necessary to obtain
reasonable assurance that the regional center was in compliance with the objectives
identified above.



DDS'’ review of the regional center’s internal control structure was conducted to gain an
understanding of the transaction flow and the policies and procedures, as necessary, to
develop appropriate auditing procedures.

DDS reviewed available annual audit report(s) that were conducted by an independent
CPA firm. This review was performed to determine the impact, if any, upon the DDS
audit and, as necessary, develop appropriate audit procedures.

The audit procedures performed included the following:

l. Purchase of Service

DDS selected a sample of Purchase of Service (POS) claims billed to DDS. The
sample included consumer services and vendor rates. The sample also included
consumers who were eligible for the HCBS Waiver Program. For POS claims,
the following procedures were performed:

e DDS tested the sample items to determine if the payments made to
service providers were properly claimed and could be supported by
appropriate documentation.

e DDS selected a sample of invoices for service providers with daily and
hourly rates, standard monthly rates, and mileage rates to determine if
supporting attendance documentation was maintained by the regional
center. The rates charged for the services provided to individual consumers
were reviewed to ensure compliance with the provision of the W&I Code;
the HCBS Waiver for the Developmentally Disabled; CCR, Title 17, OMB
Circulars A-122 and A-133; and the State Contract between DDS and the
regional center.

e |f applicable to this audit, DDS selected a sample of individual Consumer
Trust Accounts to determine if there were any unusual activities and
whether any account balances exceeded $2,000, as prohibited by the
Social Security Administration. In addition, DDS determined if any
retroactive Social Security benefit payments received exceeded the
$2,000 resource limit for longer than nine months. DDS also reviewed
these accounts to ensure that the interest earnings were distributed
quarterly, personal and incidental funds were paid before the 10th of each
month, and proper documentation for expenditures was maintained.

e |If applicable to this audit, the Client Trust Holding Account, an account
used to hold unidentified consumer trust funds, was tested to determine
whether funds received were properly identified to a consumer or returned
to the Social Security Administration in a timely manner. An interview with
the regional center staff revealed that the regional center has procedures
in place to determine the correct recipient of unidentified consumer trust
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funds. If the correct recipient cannot be determined, the funds are
returned to the Social Security Administration or other sources in a timely
manner.

If applicable to this audit, DDS selected a sample of Uniform Fiscal
Systems (UFS) reconciliations to determine if any accounts were out of
balance or if there were any outstanding items that were not reconciled.

DDS analyzed all bank accounts to determine whether DDS had signatory
authority, as required by the State Contract with DDS.

DDS selected a sample of bank reconciliations for Operations (OPS)
accounts and Consumer Trust bank accounts to determine if the
reconciliations were properly completed on a monthly basis.

Regional Center Operations

DDS selected a sample of OPS claims billed to DDS to determine compliance
with the State Contract. The sample included various expenditures claimed for
administration that were reviewed to assure that accounting staff properly input
data, transactions were recorded on a timely basis, and expenditures charged to
various operating areas were valid and reasonable. The following procedures
were performed:

A sample of the personnel files, timesheets, payroll ledgers, and other
support documents were selected to determine if there were any
overpayments or errors in the payroll or the payroll deductions.

A sample of OPS expenses, including, but not limited to, purchases of
office supplies, consultant contracts, insurance expenses, and lease
agreements were tested to determine compliance with CCR, Title 17, and
the State Contract.

A sample of equipment was selected and physically inspected to
determine compliance with requirements of the State Contract.

DDS reviewed the regional center’s policies and procedures for
compliance with the DDS Conflict of Interest regulations, and DDS
selected a sample of personnel files to determine if the policies and
procedures were followed.



Targeted Case Management (TCM) and Regional Center Rate Study

The TCM Rate Study determines the DDS rate of reimbursement from the
federal government. The following procedures were performed upon the study:

DDS examined the two TCM Rate Studies submitted to DDS during
the audit period and traced the reported information to source
documents.

A review of the recent Case Management Time Study (required to be
submitted every three years) is conducted if the study was not
reviewed during the prior audit. DDS selected a sample of the Case
Management Time Study Forms (DS 1916) for examination and
reconciled them to the corresponding payroll timesheets to ensure that
the forms were properly completed and supported.

Service Coordinator Caseload Survey

Under the W&l Code, Section 4640.6(e), regional centers are required to provide
service coordinator caseload data to DDS. The following average service
coordinator-to-consumer ratios apply per W&l Code Section
4640.6(c)(1)(2)(3)(A)(B)(C):

“(c) Contracts between the department and regional centers shall require

regional centers to have service coordinator-to-consumer ratios, as
follows:

(1) An average service coordinator-to-consumer ratio of 1 to 62 for all
consumers who have not moved from the developmental centers
to the community since April 14, 1993. In no case shall a service
coordinator for these consumers have an assigned caseload in
excess of 79 consumers for more than 60 days.

(2) An average service coordinator-to-consumer ratio of 1 to 45 for all
consumers who have moved from a developmental center to the
community since April 14, 1993. In no case shall a service
coordinator for these consumers have an assigned caseload in
excess of 59 consumers for more than 60 days.

(3) The following coordinator-to-consumer ratios shall apply:

(A) All consumers enrolled in the Home and Community-based
Services Waiver program for persons with developmental
disabilities, an average service coordinator-to-consumer ratio of
1 to 62.



(B) All consumers who have moved from a developmental center to
the community since April 14, 1993, and have lived
continuously in the community for at least 12 months, an
average service coordinator-to-consumer ratio of 1 to 62.

(C) All consumers who have not moved from the developmental
centers to the community since April 14, 1993, and who are not
described in subparagraph (A), an average service coordinator-
to-consumer ratio of 1 to 66.

(4) Notwithstanding paragraphs (1) to (3), inclusive, an average service
coordinator-to-consumer ratio of 1 to 40 for all consumers five years
of age and younger.

(5) (A) Notwithstanding paragraphs (1) to (3), inclusive, enhanced
service coordination, including a service coordinator-to-consumer
ratio of 1 to 40, shall be available to consumers identified as having
low or no purchase-of-service expenditures, as identified in the
annual Budget Act.

(6) (A) Notwithstanding paragraphs (1) to (3), inclusive, an average
service coordinator-to-consumer ratio of 1 to 25 for all consumers
with complex needs.

(7) For purposes of paragraph (3), service coordinators may have a
mixed caseload of consumers three years of age and younger,
consumers enrolled in the Home and Community-based Services
Waiver program for persons with developmental disabilities, and
other consumers if the overall average caseload is weighted
proportionately to ensure that overall regional center average
service coordinator-to-consumer ratios as specified in paragraph (3)
are met. For purposes of paragraph (3), in no case shall a service
coordinator have an assigned caseload in excess of 84 for more
than 60 days.”

DDS also reviewed the Service Coordinator Caseload Survey methodology used
in calculating the caseload ratios to determine reasonableness and that
supporting documentation is maintained to support the survey and the ratios as
required by W&l Code, Section 4640.6(e).

Early Intervention Program (EIP; Part C Funding)

For the EIP, there are several sections contained in the Early Start Plan.
However, only the Part C section was applicable for this review.



VI.

VII.

Family Cost Participation Program (FCPP)

The FCPP was created for the purpose of assessing consumer costs to parents
based on income level and dependents. The family cost participation
assessments are only applied to respite, day care, and camping services that are
included in the child’s Individual Program Plan (IPP)/Individualized Family
Services Plan (IFSP). To determine whether the regional center was in
compliance with CCR, Title 17, and the W&l Code, Section 4783, DDS
performed the following procedures during the audit review:

e Reviewed the list of consumers who received respite, day care, and
camping services, for ages 0 through 17 years who live with their parents
and are not Medi-Cal eligible, to determine their contribution for the FCPP.

e Reviewed the parents’ income documentation to verify their level of
participation based on the FCPP Schedule.

e Reviewed copies of the notification letters to verify that the parents were
notified of their assessed cost participation within 10 working days of
receipt of the parents’ income documentation.

e Reviewed vendor payments to verify that the regional center was paying
for only its assessed share of cost.

Annual Family Program Fee (AFPF)

The AFPF was created for the purpose of assessing an annual fee of up to $200
based on the income level of families with children between the ages of 0
through 17 years receiving qualifying services through the regional center. The
AFPF fee shall not be assessed or collected if the child receives only respite, day
care, or camping services from the regional center and a cost for participation
was assessed to the parents under FCPP. To determine compliance with the
W&l Code, Section 4785, DDS requested a list of AFPF assessments and
verified the following:

e The adjusted gross family income is at or above 400 percent of the federal
poverty level based upon family size.

e The child has a DD or is eligible for services under the California Early
Intervention Services Act.

e The child is less than 18 years of age and lives with his or her parent.

e The child or family receives services beyond eligibility determination,
needs assessment, and service coordination.



e The child does not receive services through the Medi-Cal program.

¢ Documentation was maintained by the regional center to support reduced
assessments.

VIll. Parental Fee Program (PFP)

The PFP was created for the purpose of prescribing financial responsibility to
parents of children under the age of 18 years who are receiving 24-hour, out-of-
home care services through a regional center or who are residents of a state
hospital or on leave from a state hospital. Parents shall be required to pay a fee
depending upon their ability to pay, but not to exceed (1) the cost of caring for a
child without DD at home, as determined by the Director of DDS, or (2) the cost
of services provided, whichever is less. To determine compliance with the W&
Code Section 4784, DDS requested a list of PFP assessments and verified the
following:

e |dentified all children with DD who are receiving the following services:

(a) All 24-hour, out-of-home community care received through a
regional center for children under the age of 18 years;

(b) 24-hour care for such minor children in state hospitals;

(c) provided, however, that no ability to pay determination may be
made for services required by state or federal law, or both, to be
provided to children without charge to their parents.

e Provided DDS with a listing of new placements, terminated cases, and
client deaths for those clients. Such listings must be provided not later
than the 20th day of the month following the month of such occurrence.

e Informed parents of children who will be receiving services that DDS is
required to determine parents' ability to pay and to assess, bill, and collect
parental fees.

e Provided parents a package containing an informational letter, a Family
Financial Statement (FFS), and a return envelope within 10 working days
after placement of a minor child.

e Provided DDS a copy of each informational letter given or sent to parents,
indicating the addressee and the date given or mailed.



Procurement

The Request for Proposal (RFP) process was implemented so that regional
centers outline the vendor selection process when using the RFP process to
address consumer service needs. As of January 1, 2011, DDS requires regional
centers to document their contracting practices, as well as how particular
vendors are selected to provide consumer services. By implementing a
procurement process, regional centers will ensure that the most cost-effective
service providers, amongst comparable service providers, are selected, as
required by the Lanterman Act and the State Contract. To determine whether the
regional center implemented the required RFP process, DDS performed the
following procedures during the audit review:

Reviewed the regional center’s contracting process to ensure the
existence of a Board-approved procurement policy and to verify that the
RFP process ensures competitive bidding, as required by Article Il of the
State Contract, as amended.

Reviewed the RFP contracting policy to determine whether the protocols
in place included applicable dollar thresholds and comply with Article Il of
the State Contract, as amended.

Reviewed the RFP notification process to verify that it is open to the public
and clearly communicated to all vendors. All submitted proposals are
evaluated by a team of individuals to determine whether proposals are
properly documented, recorded, and authorized by appropriate officials at
the regional center. The process was reviewed to ensure that the vendor
selection process is transparent and impartial and avoids the appearance
of favoritism. Additionally, DDS verified that supporting documentation is
retained for the selection process and, in instances where a vendor with a
higher bid is selected, written documentation is retained as justification for
such a selection.

DDS performed the following procedures to determine compliance with the
State Contract:

Selected a sample of Operations, Community Placement Plan (CPP), and
negotiated POS contracts subject to competitive bidding to ensure the
regional center notified the vendor community and the public of
contracting opportunities available.

Reviewed the contracts to ensure that the regional center has adequate
and detailed documentation for the selection and evaluation process of
vendor proposals and written justification for final vendor selection
decisions and that those contracts were properly signed and executed by
both parties to the contract.



In addition, DDS performed the following procedures:

e To determine compliance with the W&I Code, Section 4625.5: Reviewed
to verify that the regional center has a written policy requiring the Board to
review and approve any of its contracts of two hundred fifty thousand
dollars ($250,000) or more before entering into a contract with the vendor.

e Reviewed the regional center Board-approved Operations, Start-Up, and
POS vendor contracts of $250,000 or more, to verify that the inclusion of a
provision for fair and equitable recoupment of funds for vendors that cease
to provide services to consumers; verified that the funds provided were
specifically used to establish new or additional services to consumers, the
usage of funds is of direct benefit to consumers, and the contracts are
supported with sufficiently detailed and measurable performance
expectations and results.

The process above was conducted in order to assess the current RFP process and
Board approval for contracts of $250,000 or more, as well as to determine whether
the process in place satisfies the W&I Code and State Contract requirements.

Statewide/Regional Center Median Rates

The Statewide and Regional Center Median Rates were implemented on

July 1, 2008, and amended on December 15, 2011, July 1, 2016, and

April 1, 2022. Regional centers may not negotiate rates higher than the set
median rates for services. Despite the median rate requirement, rate increases
can be obtained from DDS under health and safety exemptions where regional
centers demonstrate the exemption is necessary for the health and safety of the
consumers.

To determine compliance with the Lanterman Act, DDS performed the following
procedures during the audit review:

e Reviewed sample vendor files to determine whether the regional center is
using appropriately vendorized service providers and correct service
codes, and is paying authorized contract rates and complying with the
median rate requirements of W&I Code Section 4691.9.

e Reviewed vendor contracts to verify that the regional center is reimbursing
vendors using authorized contract median rates and verified that rates
paid represented the lower of the statewide or regional center median rate
set after June 30, 2008. Additionally, DDS verified that providers
vendorized before June 30, 2008, did not receive any unauthorized rate
increases, except in situations where required by regulation, or health and
safety exemptions were granted by DDS.



e Reviewed vendor contracts to verify that the regional center did not
negotiate rates with new service providers for services which are higher
than the regional center’'s median rate for the same service code and unit
of service, or the statewide median rate for the same service code and
unit of service, whichever is lower. DDS also verified that units of service
designations conformed with existing regional center designations or, if
none exists, checked that units of service conformed to a designation
used to calculate the statewide median rate for the same service code.

XI. Other Sources of Funding from DDS

Regional centers may receive other sources of funding from DDS. DDS performed
sample tests on identified sources of funds from DDS to ensure the regional
center’s accounting staff were inputting data properly, and that transactions were
properly recorded and claimed. In addition, tests were performed to determine if
the expenditures were reasonable and supported by documentation. The sources
of funding from DDS identified in this audit may include:

o CPP;

e Part C — Early Start Program,;

e Family Resource Center;

e Foster Grandparent (FGP);

e Senior Companion (SC);

e Self Determination;

e Mental Health Services Act; and

e First Five.

Xll. Follow-up Review on Prior DDS Audit Finding(s)

As an essential part of the overall DDS monitoring system, a follow-up review of
prior DDS audit finding(s) was conducted, if applicable. DDS identified prior audit
finding(s) and reviewed supporting documentation to determine the degree of
completeness of implementation of corrective actions.
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APPENDIX B

SAN ANDREAS REGIONAL CENTER’S
RESPONSE
TO THE AUDIT FINDINGS

(Certain documents provided by the San Andreas Regional Center as
attachments to its response are not included in this report due to the
detailed and sometimes confidential nature of the information).



SAN

ANDREAS
REGIONAL
CENTER

SANTA CLARA COUNTY

6203 San Ignacio Avenue
Suite 200
San Jose, CA. 95119

P.O. Box 50002

San Jose, CA
95150-0002

Tel: 1(408) 374-9960
Fax: 1(408) 281-6960

MONTEREY COUNTY

1370 S. Main Street
Salinas, CA 93901
Tel: 1(831) 900-3636
Fax: 1(831) 424-3007

SANTA CRUZ COUNTY

1110 Main Street
Suite 8

Watsonville, CA 95076
Tel: 1(831) 900-3737
Fax: 1(831) 728-0675

www.sarc.org

Member of the Association
of Regional Center Agencies

July 15, 2024

Edward Yan

Audit Section

Department of Developmental Services
1215 O Street, MS 9-20

Sacramento, CA 95814

SUBJECT: FISCAL YEARS 2021-22 AND 2022-23 AUDIT RESPONSE

Dear Mr. Yan,

This letter shall serve as San Andreas Regional Center’'s (SARC) response to the
draft audit report for Fiscal Years 2021-22 and 2022-23, dated June 13, 2024.

Finding 1: Over-Stated Claims

SARC agrees to reimburse DDS $9,024.30 in vendor overpayments due to
duplicate payments/overlapping authorizations noted in the finding and has built
in new procedures to ensure that Operational Indicator Reports are reviewed and
monitored for errors that may have occurred while doing business with its
vendors.

Finding 2: Conflict of Interest (COIl) Statements

SARC agrees that six Board of Directors’ COl statements from FY 2021-22 and
three from FY 2022-23, were not completed by August 1%t and one current
employee in a designated COI-filing position did not complete and file a COI
statement within 30 days of assuming the position.

In response to Finding 2, SARC has reviewed and revised its policies and
procedures related to Conflict of Interest (COI) Statements to ensure that all
statements are completed by August 1t and that any current employees in a
designated COI-filing position complete and file a COI statement within 30 days
of assuming the new position.

Please do not hesitate to contact me if there are any questions.

Sincerely,

Hfr_
Johiunt (Jul 15,2024 16:11 PDT)

John Hunt
Chief Financial Officer

"Consumers First Through Service, Advocacy, Respect and Choice™

Serving Persons with Developmental Disabilities
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