


AUDIT OF THE OFFICE ON VIOLENCE AGAINST WOMEN
SAFE HAVENS GRANT AWARDED TO THE
MICHIGAN DEPARTMENT OF HUMAN SERVICES
LANSING, MICHIGAN

EXECUTIVE SUMMARY

The U.S. Department of Justice, Office of the Inspector General, Audit
Division, has completed an audit of an Office on Violence Against Women
grant awarded to the Michigan Department of Human Services (Michigan
DHS). Michigan DHS was awarded $649,872 under grant number
2009-CW-AX-K003 in October 2009 to fund supervised child visitation and
exchange programs. In collaboration with three subgrantees, Michigan DHS
used grant funding to seek to increase options for supervised visitation and
safe exchange; reduce acts of violence and intimidation; and contribute to
the well-being of victims of domestic violence and their children in the
counties of Kent, Saginaw, and Washtenaw, Michigan.

The objective of our audit was to review performance in the following
areas: (1) internal control environment; (2) drawdowns; (3) grant
expenditures, including personnel costs; (4) budget management and
control; (5) matching costs; (6) accountable property; (7) program income;
(8) federal financial and progress reports; (9) grant award requirements;
(10) program performance and accomplishments; and (11) monitoring of
subgrantees and contractors. We determined that matching costs,
accountable property, indirect costs, program income, and monitoring of
contractors were not applicable to this grant.

As of June 30, 2012, the grantee had drawn down $474,310 in grant
funds and had recorded expenses totaling $495,183. We examined
Michigan DHS’s accounting records, federal financial and progress reports,
and operating policies and procedures. Our audit revealed that
Michigan DHS generally complied with grant guidelines and requirements.
Our audit objectives, scope, and methodology are discussed in Appendix | of
the report.
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Michigan DHS) in 1978 by state legislation that created a Governor-
appointed Board responsible for focusing state activity on domestic violence.
The Board administers state and federal funding for domestic violence
shelters and advocacy services, develops and recommends policy, and
develops and provides technical assistance and training. The seven-member
Board represents a cross-section of professions concerned with the crime of
domestic violence. The Governor, with the advice and consent of the state
Senate, appoints members. Staff provided by the Michigan DHS assist the
Board in carrying out their legislative charge.!

The objective of the audited grant program is to increase options for
supervised child visitation and safe exchange, reduce acts of violence and
intimidation, and contribute to the well-being of victims of domestic violence
and their children. Michigan DHS preformed this primarily by collaborating
with three subgrantees:

e YWCA - The YWCA of West Central Michigan provides services to
victims of domestic violence through a domestic assessment center,
which also provides counseling center services for sexual assault
survivors.

« Catholic Social Services - Catholic Social Services of Washtenaw
County provides a "Family Time" program that facilitates positive
interaction between parents and children in a safe setting.

« Underground Railroad, Inc. - This organization serves residents of
Saginaw County who are victims of domestic violence, sexual
assault, and stalking, and is the only provider of emergency shelter,
services, leadership, and programs to end domestic and sexual
violence in the community.

Our Audit Approach

We tested compliance with what we consider the most important
conditions of the agreement. Unless otherwise stated in our report, the
criteria we audit against are contained in the Office of Justice
Programs (OJP) Financial Guide, the Code of Federal Regulations, Office of
Management and Budget (OMB) Circulars, and the award documents.? The

L For the purposes of this report, we refer to the grantee as the Michigan DHS, and we
intend for this collective reference to include the Domestic Violence Prevention and Treatment
Board.

2 According to the OVW special conditions, the recipient agrees to the requirements as
set forth in the current edition of the Office of Justice Programs (OJP) Financial Guide.
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OJP Financial Guide serves as a primary reference manual to assist award
recipients in fulfilling their fiduciary responsibility to safeguard grant funds
and ensure funds are used for the purposes for which they were awarded.
We tested Michigan DHS’s:

o Accounting and Internal Controls to determine whether the
grantee had sufficient accounting and internal controls in place
for the processing and payment of funds and controls were
adequate to safeguard grant funds and ensure compliance with
the terms and conditions of the grant;

. Grant Drawdowns to determine whether grant drawdowns
were adequately supported and if the grantee was managing
grant receipts in accordance with federal requirements;

. Grant Expenditures to determine the accuracy and allowability
of costs charged to the grant;

o Budget Management and Control to examine the amounts
budgeted and the actual costs for each approved cost category
and determine if the grantee deviated from the approved
budget, and if so, if the grantee received the necessary
approval;

o Federal Financial Reports and Progress Reports to
determine whether the required reports were submitted on time
and accurately reflected grant activity;

o Accomplishment of Grant Requirements and Objectives to
determine if the grantee met or is capable of meeting the grant’s
objectives and whether the grantee collected data and developed
performance measures to assess accomplishment of the
intended objectives; and

) Monitoring of Subgrantees to determine if the grantee
adequately monitored the subgrantees’ performance to ensure
they adhered to the terms and conditions of the award.

We also performed limited work and confirmed that Michigan DHS was
not required to contribute any local matching funds, did not receive
reimbursement for accountable property or indirect costs, and did not
generate any program income. Therefore, we did not perform testing in
these areas.



FINDINGS

We determined that Michigan DHS generally complied with grant
guidelines with respect to its internal control environment,
drawdowns and expenditures, budget management and control,
federal financial and progress reports, grant requirements, and
monitoring of subgrantees.

We performed audit work at Michigan DHS’s main office in Lansing,
Michigan, where we obtained an understanding of the accounting system
and reviewed a sample of grant expenditures. In addition, we conducted
site visits to all three subgrantees to perform transaction testing. We
reviewed the criteria governing grant activities, including the OJP Financial
Guide, relevant OMB Circulars, and the Code of Federal Regulations. In
addition, we reviewed grant documents, including the application, award,
budgets, and financial and progress reports. We also interviewed key
personnel at Michigan DHS and at each subgrantee office.

Accounting and Internal Controls

According to the OJP Financial Guide, grant recipients are required to
establish and maintain accounting and internal control systems to account
accurately for funds awarded to them. Further, the accounting system
should ensure, among other things, the identification and accounting for
receipt and disposition of all funds, funds applied to each budget category
included in the approved award, expenditures governed by any special and
general provisions, and non-federal matching contributions.

We interviewed key Michigan DHS personnel, including the Executive
Director, Project Director, Grant Program Coordinator, and an Analyst
regarding Michigan DHS'’s financial management system, record-keeping
practices, and methods for ensuring adherence to the terms and conditions
of the award. We also reviewed Michigan DHS’s policies, procedures, and
accounting records to assess its risk of non-compliance with laws,
regulations, guidelines, and terms and conditions of the award.

Financial Management System

The OJP Financial Guide requires grantees to establish and maintain a
system of accounting and internal controls that adequately identifies and
classifies grant costs. The system must include controls to ensure that funds
and other resources are used optimally and expenditures of funds are in
conformance with the general and special conditions applicable to the
recipient. Further, the OJP Financial Guide states that grantees should
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establish and maintain program accounts that will enable, on an individual
basis, the separate identification and accounting of the receipt and
disposition of all funds and the application of all funds to each budget
category included within the approved award.

Michigan DHS utilizes a statewide system that processes payments for
all contracts. Subgrantees submit a form for payment, which contains
unique contract numbers and codes that identify the subgrantee and informs
the state payment office what grant to bill. The amounts billed and
reimbursed reflect dollars actually spent. Analyst technicians review each
form to ensure that the amounts are allowable and that they are not over
the line item’s budget. After the technician has checked the values, the
contract analyst responsible for each subgrantee reviews them once more.
Executive leadership then conducts a final review and sends the form to the
payment office for check issuance.

We also interviewed staff and management, and we observed
accounting activities and processes to assess risk. The grantee has a Policy
Handbook that covers all aspects of internal controls. Based on our
interviews with Michigan DHS personnel, the procedures and processes
included in the manual were current and were being followed by employees.

Audit

Michigan DHS is a unit of state government, which was included in a
department-wide audit conducted by the Michigan Office of the Auditor
General for the period of October 1, 2008, through September 30, 2010.
The results of this audit were reported in the Single Audit Report obtained
from the Michigan Office of the Auditor General, which was prepared under
the provisions of OMB Circular A-133. We reviewed the independent
auditor’s assessments, which disclosed no weaknesses, noncompliance
issues, or crosscutting findings related to Michigan DHS’s grant management
of Department of Justice grants.

Grant Drawdowns

We reviewed Michigan DHS’s process for requesting OJP
reimbursement for grant-related costs to ensure that reimbursement
requests were supported adequately by official accounting records and were
in accordance with federal requirements. Michigan DHS’s Executive Director
said that they calculate their drawdown requests by taking the total
cumulative expenditures less any prior reimbursements. We compared the
grantee’s general grant ledger to OJP's drawdown report for the inception of
the grant through June 30, 2011. From a cumulative perspective, we noted
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been reimbursed a total of $246,641. To determine the accuracy and
allowability of costs charged to the grant, we reviewed a sample of travel
and contractual expenditures. We selected and reviewed five travel-related
expenditures totaling $2,638 that were incurred directly by Michigan DHS.
We determined that all transactions were accurate, supported, and allowable
under federal rules, regulations, and special conditions of the grant.

The contractual expenditures were those incurred by the three
subgrantees, which Michigan DHS later reimbursed. Michigan DHS agreed to
certain budget categories that the subgrantees would be allowed to bill to
the grant program. This was enforced through formal contracts with all
three subgrantees. Michigan DHS provided us with the subgrantees’
statements of expenditures, and we visited each of the three subgrantees to
review the supporting documentation for these statements.

The subgrantee contract expenditures fell into ten categories. Table 4
shows the categories and the amounts that we reviewed.












Compliance with Grant Requirements

We reviewed the special conditions of the grant award and identified
25 key requirements. Examples of these conditions are: (1) submit
quarterly Federal Financial Reports, (2) submit semiannual progress reports
that describe project activities during the reporting period, (3) agree that
grant funds will not support activities that may compromise victim safety,
(4) work collaboratively with its project partners to implement the grant
project, and (5) adhere to the OJP Financial Guide. No instances of non-
compliance with any of the rules and regulations were identified.

Program Performance and Accomplishments

The Executive Director of Michigan DHS stated that there were no
changes to the timelines for achieving the objectives outlined in the grant
application. The main goal is to support supervised visitation and safe
exchange services. This is accomplished by: (1) providing survivors who
are custodial parents a safe, affordable, age and activity-appropriate means
of visitation and exchange; (2) increasing Michigan’s capacity to monitor
existing visitation centers and assisting in the start-up of new centers;

(3) providing post-separation advocacy services for survivors and their
children; (4) providing culturally appropriate supervised visitation, advocacy,
and batterer’s intervention services; (5) increasing state and local
coordination and response; and (6) increasing the capacity of LSVC, courts,
domestic violence, and batterer intervention staff, Memorandum of
Understanding (MOU) partners, and consulting committees.

We observed grant-related activity, reviewed documentation, and
interviewed Michigan DHS and subgrantee staff to determine whether the
grant objectives that were identified in the grant application were being met.
Michigan DHS has ensured that each of the grant objectives are being met
by offering different types of staff training, participating in meetings, and
conducting site visits. Michigan DHS also established and enhanced the MOU
partnerships. They have developed the “State Visitation Network,” the
primary goal of which is to reach out to as many people and organizations as
possible. New interactions with organizations are treated as an opportunity
to include them in all future training events and conference calls. In
addition, Michigan DHS personnel regularly write articles to inform court
systems about the services provided by the grant. Therefore, we found that
Michigan DHS and its subgrantees were fulfilling the goals and objectives of
the grant. Michigan DHS officials stated that they want the program to have
a broad impact.
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Monitoring Subgrantees

Michigan DHS officials informed the audit team that the primary
method for ensuring that grant objectives are being achieved is by reviewing
and reacting to the semiannual progress reports provided by the
subgrantees. Subgrantees are responsible for maintaining client records
within six specific criteria. In addition, subgrantees are required to submit
and report service documentation. This can take the form of program
narrative and statistical data, as well as information contained in forms
furnished by Michigan DHS.

According to Michigan DHS officials, they consider all interactions with
subgrantees as a training opportunity. Much of the technical assistance
Michigan DHS provides involves teaching the subgrantees how to interact
with court partners, correctly share and document information, and
communicate with troubled parents. In addition, Michigan DHS has
developed a plan to meet with subgrantees through the award period. We
found that onsite meetings occur multiple times per year, and during these
meetings, Michigan DHS officials work directly with subgrantees to make
effective use of existing resources.

We reviewed three progress reports pertinent to our audit period.
They were generally complete, and we were able to confirm how
Michigan DHS compiled the information for and submitted the official
progress reports to OVW. We also received copies of training itineraries and
programs utilized by Michigan DHS and subgrantee officials during official
training meetings. In addition, Michigan DHS receives and reviews all single
audits conducted on their subgrantees. Further, Michigan DHS informed us
that it performs two types of formal reviews of its subgrantees:

e Peer review - a review in which Michigan DHS sends an audit
team to review subgrantees every 3 to 5 years. These teams
review financial documents, determine whether subgrantees are
following by-laws, and conduct personnel reviews. In addition, the
audit team interviews people who routinely interact with the
subgrantees.

e Contract Monitoring review - this type of review, conducted every
2-3 years, involves reviewing what the subgrantee says it spent
and comparing it to the contract.

We reviewed the results of a peer review conducted on YWCA and a

contract monitoring review conducted on Underground Railroad, Inc. The
overall results of both reviews did not indicate any significant concerns, and
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a contract monitoring review for Catholic Social Services is scheduled for
later this year. We also examined Michigan DHS’s policies and procedures
for conducting these two types of reviews. We found all polices complied
with federal rules, regulations, and special conditions of the grant, and
appear to be an effective mechanism for Michigan DHS to provide oversight
of its subgrantees.

Views of Responsible Officials
We discussed the results of our review with grantee officials

throughout the audit and at a formal exit conference, and we have included
their comments as appropriate.
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APPENDIX 1

OBJECTIVES, SCOPE, AND METHODOLOGY

The purpose of this audit was to determine whether reimbursements
claimed for costs under the grant were allowable, supported, and in
accordance with applicable laws, regulations, guidelines, and terms and
conditions of the grant, and to determine program performance and
accomplishments.

We conducted this performance audit in accordance with generally
accepted government auditing standards and included such tests as were
considered necessary to accomplish our objectives. Those standards
require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and
conclusions based on our audit objectives. We believe that the evidence
obtained provides a reasonable basis for our findings and conclusions
based on our audit objectives.

Our audit concentrated on, but was not limited to, the expenditures
and reimbursements from April 1, 2010, through June 30, 2011. This was
an audit of OVW grant number 2009-CW-AX-K003, for which Michigan DHS
was awarded a total of $649,872. In conducting our audit, we reviewed
FFRs and progress reports and performed sample testing in award
expenditures, including salary and fringe benefit costs. Our testing was
conducted by judgmentally selecting a sample of expenditures, along with a
review of internal controls and procedures for the grant that we audited.
Judgmental sampling design was applied to obtain broad exposure to
numerous facets of the grant reviewed, such as dollar amounts, expenditure
category, or risk. This non-statistical sample design does not allow for
projection of the test results to all grant expenditures or internal controls
and procedures. In total, Michigan DHS had drawn down $246,641 and
recorded grant-related costs totaling $269,255 as of June 30, 2011. We
tested 25 transactions, which totaled $128,583. More specifically, we tested
$2,638 in travel costs and $125,945 in contract costs that included salary
and fringe benefit costs.

We tested compliance with what we consider to be the most important
conditions of the grant agreement. Unless otherwise stated in our report,
the criteria we audit against are contained in the OJP Financial Guide, the
Code of Federal Regulations, OMB Circulars, and the award documents. We
reviewed Michigan DHS’s grant activities and performance in the following
areas: (1) internal control environment; (2) drawdowns; (3) grant
expenditures, including personnel costs; (4) budget management and
control; (5) federal financial and progress reports; (6) grant award
requirements; (7) program performance and accomplishments; and
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(8) monitoring of subgrantees. We determined that matching costs,
accountable property, indirect costs, program income, and monitoring of
contractors were not applicable to this grant.

We performed limited testing of source documents to assess the
timeliness and accuracy of FFRs, reimbursement requests, expenditures, and
progress reports; evaluated performance to grant objectives; and reviewed
the grant-related internal controls over the financial management system.
We tested invoices associated with transactions shown in Michigan DHS’s
grant ledger as of June 30, 2011. However, we did not test the reliability of
the financial management system as a whole and reliance on computer-
based data was not significant to our objectives.

Our audit included an evaluation of Michigan DHS, a unit of state
government, which was included in a department-wide audit conducted by
the Michigan Office of the Auditor General. The results of this audit were
reported in the Single Audit Report obtained from the Michigan Office of the
Auditor General for the period of October 1, 2008, through September 30,
2010. The Single Audit Report was prepared under the provisions of Office
of Management and Budget Circular A-133. We reviewed the independent
auditor’s assessments, which disclosed no weaknesses, nhoncompliance
issues, or cross-cutting findings related to Michigan DHS’s grant
management of Department of Justice grants.
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