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Executive Summary
Issue 1: The Department of Health and Human

Resources’ Grantees Receiving $15,000 or
More in State Funds Are Not Filing
Independent Audits As Required in §12-4-14(a).

According to West Virginia Code §12-4-14(a), any organization that
receives $15,000 or more in state funded grants is required to file an indepen-
dent  financial audit with the Legislative Auditor’s Office within two years of the
disbursement of funds.  The Legislative Auditor has found that organizations
receiving grants from the Department of Health and Human Resources are not
in compliance with this requirement.  This suggests that either the organizations
are not having these audits conducted or that the organizations are not aware of
the requirement to submit such audits.  There is concern that mismanagement
or  improper use of state funds may be occurring without notice if audits are not
being conducted.

 Other state agencies do notify grantees of the reporting requirements
in §12-4-14.  The Bureau of Senior Services notifies grantees of audit filing
requirements in a set of conditions laid out for accepting the approved grant.
Evidence shows that the Bureau of Senior Services’ grantees are filing audits as
required.  DHHR should inform grantees of §12-4-14 to help ensure
compliance.

West Virginia Code requires all volunteer fire departments to file an
audit with the Legislative Auditor’s Office.  If the volunteer fire department
does not file an audit of the disbursement of funds, the state treasurer imposes
a financial penalty.  Financial penalization of all grantees receiving state funded
grants would help to ensure that audits are being submitted.

Recommendations

1. The Legislative Auditor recommends that the Department of Health
and Human Resources notify grantees of the reporting requirements set
forth in §12-4-14 to help ensure compliance.

2. The Legislative Auditor recommends that the Legislature consider
adding a provision to §12-4-14 to require all state agencies
administering grants to notify grantees of the reporting requirements.

According to West Virginia
Code §12-4-14(a), any
organization that receives
$15,000 or more in
state funded grants is
required to file a
financial audit with the
Legislative Auditor’s
Office.  Organizations
receiving grants from the
Department of Health and
Human Resources are not
in compliance with this
requirement.
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3. The Legislative Auditor recommends that the Legislature consider
amending §12-4-14 to penalize grantees receiving over $15,000 that do
not file an independent audit by a certified public accountant with the
Legislative Auditor.  The statute could be similar to the penalties incurred
on volunteer fire departments in WVC §12-4-14(b).
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Review Objective, Scope and Methodology
This Full Performance Review of the Department of Health and Human

Resources is required and authorized by the West Virginia Sunset Law, Chapter
4, Article 10, Section 5 of the West Virginia Code as amended.

Objective

The objective of this review is to determine if the Department of Health
and Human Resources grantees are in compliance with §12-4-14 of the West
Virginia Code.

Scope

The scope of this review covers the period from FY 2000 through
December 2003.

Methodology

The methodology of this review includes interviews and correspondence
with DHHR staff, information from other state agencies, and information from
Legislative Services.  Every aspect of this review complied with Generally
Accepted Auditing Standards (GAGAS).
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Issue 1
The Department of Health and Human Resources’
Grantees Receiving $15,000 or More in State Funds Are
Not Filing Independent Audits As Required in §12-4-14(a).

Issue Summary

According to  West Virginia Code §12-4-14(a), any organization that
receives $15,000 or more in state funded grants is required to file an audit with
the Legislative Auditor’s Office within two years of the disbursement of funds.
The audit is to be conducted by an independent certified accountant at the
expense of the organization, and the audit is to show that funds received were
spent for the purposes intended by the grant.  The Legislative Auditor finds that
organizations that receive grants from the Department of Health and Human
Resources (DHHR) are not in compliance with this requirement.  This suggests
that either the organizations are not having such audits conducted or that the
organizations are not aware of their responsibilities to submit the audits to the
Legislative Auditor’s Office.  The Legislative Auditor has received independent
audits from organizations that received funds in excess of $15,000 from the
Bureau of Senior Services.  This may be occurring because the Bureau of
Senior Services informs grantees of their responsibilities to submit an audit to
the Legislative Auditor’s Office.  DHHR, however, does not inform
grantees of the reporting requirement.  DHHR distributed close to $64
million in state grants in FY 2003.  The concern is that if audits are not being
conducted or they are not being reported, then mismanagement of state funds
could be occurring without notice.  The Legislative Auditor recommends that
DHHR inform grantees of the reporting requirement in §12-4-14, and that the
Legislature consider adding a provision to the Code that would require all state
agencies to notify grantees of the requirement and add a penalty for not
submitting required audits.

The concern is that if
audits are not being
conducted or they are not
being reported, then
mismanagement of state
funds could be occurring
without  notice.

The Legislative Auditor Has Not Received Audits From
DHHR Grantees

According to §12-4-14(a) of the West Virginia Code:

Any corporation, association or other organization in
West Virginia, whether nonprofit or for profit, which
receives state funds or grants in the amount of fifteen
thousand dollars or more shall file an audit of the
disbursement of funds with the legislative auditor’s
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office.  The audit shall be filed within two years of the
disbursement of funds or grants by the grantee and
shall be made by an independent  certified public
accountant at the cost of the corporation,
association or other organization and shall show that
the funds or grants were spent for the purposes
intended when the grant was made.

The Assistant Secretary for Finance with the Department of Health and
Human Resources informed the Legislative Auditor that:

...to our knowledge there are no DHHR grant recipients
that file an audit in regards to §12-4-14 of the State Code
with DHHR.

In addition, the Secretary of the Department of Health and Human
Resources states that:

Grant recipients are not notified by DHHR of the reporting
requirements in §12-4-14of the State Code.

A review of files and databases within the Office of Legislative
Services showed that no DHHR grantees receiving more than $15,000 have
filed an audit of the disbursement of funds with Legislative Services or the
Legislative Auditor, and although not required by Code, no grantee has filed an
audit with the Department of Health and Human Resources.  The Legislative
Auditor should have a significant number of audits filed, if DHHR grantees
were following Code.  For example, in FY 2000, there were 144 grantees
receiving $15,000 or more from DHHR.  Of the 144 grantees, no grantee has
submitted an independent audit to the Legislative Auditor.  In FY 2003, there
were 161 grantees receiving $15,000 or more from DHHR.  Thus, within the
next two years according to Code, the Legislative Auditor is supposed to
receive 161 independent audits from DHHR grantees. The Legislative Auditor
is concerned that the failure to report these audits suggests that the independent
audits are likely not being done.  If these audits are not being conducted and/or
are not being reported to the Legislative Auditor, there is concern that any
mismanagement or improper use of state funds by grantees will go unnoticed.

Other State Agencies Inform Grantees

Other state agencies do notify  grantees of the reporting requirements
in §12-4-14 in an effort to ensure compliance.  For example, the Bureau of
Senior Services notifies grantees of audit filing requirements in a set of
conditions laid out for accepting the approved grant in excess of $15,000.  The

A review of files and
databases within the
Office of Legislative
Services showed that no
DHHR grantees receiving
more than $15,000 have
filed an audit of the
disbursement of funds with
Legislative Services or the
Legislative Auditor.
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Bureau of Senior Services describes to the grantee the type of audit to be
submitted, the procurement requirements, and standards for the audit.
Furthermore, the Bureau informs the grantee as to whom and where the audit
should be submitted.  This is determined by the type of grant.  A copy of this
form is included in Appendix  B.  A review of files with the Legislative Auditor’s
Post Audit Division found that Bureau of Senior Services’ grantees were filing
audits as required.   While not required to inform agencies, DHHR should have
some concern that grantees are not having the audits conducted, and that the
funds the Division is disbursing have the potential to be mismanaged.  The
Legislative Auditor recommends that the Department of Health and
Human Resources notify grantees of the reporting requirements set
forth in §12-4-14 to help ensure compliance.  In addition, the Legislative
Auditor recommends that the Legislature consider requiring state agencies to
inform grantees of the requirements of §12-4-14.

Volunteer Fire Departments are Specifically Required to
File Audits or Be Penalized

West Virginia Code §12-4-14(b) requires volunteer fire departments
to file an audit with the Legislative Auditor.  If the audit is not received by July 1,
the Legislative Auditor:

...shall notify the state treasurer who shall withhold
payment of one thousand dollars from any amount that
would otherwise be distributed to the fire department...

If the volunteer fire department does not file an audit with the
Legislative Auditor for three consecutive years, the Legislative Auditor:

...shall notify the state treasurer who shall withhold
payment of any amount that would otherwise be
distributed to the fire department...

The Legislative Auditor finds that all grantees receiving over $15,000
should fall under the same audit reporting requirements as volunteer fire
departments.  If the grantee does not comply, they will be penalized.  Thus,
the Legislative Auditor recommends that the Legislature consider
amending §12-4-14 to financially penalize grantees receiving $15,000
or more that do not file an independent audit with the Legislative
Auditor.  The Legislative Auditor finds that this requirement could move
grantees to have the independent audit performed if it has not been, and submit
it to the Legislative Auditor’s Office as required, especially if DHHR informs
them of the requirement and the penalties.

The Legislature should
cons ider  amending
§12-4-14 to financially
penal i ze  grantees
rece iv ing  $15 ,000  or
more that do not file an
independent audit with
the Legislative Auditor.
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Conclusion

The Department of Health and Human Resources’ grantees are not in
compliance with the reporting requirements set forth in §12-4-14 of the West
Virginia Code.  Compliance with §12-4-14 is necessary to ensure that grant
monies are being distributed for the intended purposes.  Adherence to this law
will also deter the potential for financial mismanagement of funds and/or
improper use of the funds by grantees.  Evidence from grantees of the Bureau
of Senior Services indicates that when grantees are informed of the audit
responsibilities, the audits are conducted and reported.  The Legislative
Auditor recommends that DHHR should inform grantees of the audit and  re-
porting requirements, and that the Legislature should consider adding a provi-
sion to §12-4-14 to require all state agencies administering grants to notify
grantees of the reporting requirements.  In addition, the Legislative Auditor
recommends that the Legislature amend §12-4-14 to penalize grantees receiv-
ing $15,000 or more if they do not file an audit report with the Legislative
Auditor.

Recommendations

1. The Legislative Auditor recommends that the Department of Health
and Human Resources notify grantees of the reporting requirements set
forth in §12-4-14 to help ensure compliance.

2. The Legislative Auditor recommends that the Legislature consider
adding a provision to §12-4-14 to require all state agencies
administering grants to notify grantees of the reporting requirements.

3. The Legislative Auditor recommends that the Legislature consider
amending §12-4-14 to penalize grantees receiving over $15,000 that do
not file an independent audit by a certified public accountant with the
Legislative Auditor.  The statute could be similar to the penalties
incurred on volunteer fire departments in WVC §12-4-14(b).
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Appendix A: Transmittal Letter
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Appendix B:
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Appendix C: Agency Response
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