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Stuart Gray, Chairperson
Board of Directors
AltaMed Health Services Corporation
500 Citadel Drive, Suite 490
Los Angeles, California 90040

Dear Mr. Gray~

The claims for expenditures for services provided by AltaMed Health Services
Corporation under the California Department of Public Health, Center for Family Health,
Maternal, Child and Adolescent Health Program, Contract No. 05-45105 for the fiscal
period of July 1, 2005 through June 30, 2006 have been audited by the Financial Audits
Branch of the California Department of Health Care Services. In addition, a review was
made of the program's management and operational procedures.

Except as set forth in the following paragraph, our audit was made in accordance with
generally accepted government auditing standards as promulgated by the Comptroller
General of the United States. Accordingly, our audit included such tests of the
accounting records and other audit procedures, as we considered necessary under the
circumstances.

The financial statements of AltaMed Health Services Corporation for the fiscal years
ended April 30,2006 and April 30,2007 were examined by other auditors whose report
dated August 22, 2007 expressed an unqualified opinion on those statements.

The scope of our review was limited to specific contract or program requirements
relating to financial compliance and did not include sufficient work to determine whether
the financial statements present fairly the financial pOsition and the results of the
financial operations. We have not duplicated the work performed by the other auditors.

As noted in the preceding paragraph, the scope of our work was not sufficient to enable
us to express, and we do not express, an opinion on the financial position referred
above. Consequently, no firiancial statements are presented.

Financial Audits/BurbankfA & I, MS 2101, 1405 North San Fernando Boulevard, Room 203, Burbank, CA 91504
Telephone: (818) 295-2620 FAX: (818) 563-3324

Internet Address: W'.dhcs.ca.qov
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The program audit was conducted during the months of October and November 2007
and April and May 2008. The exit conference was held on July 24, 2008 at which time
the results of the engagement were discussed.

This Audit Report includes the:

1. Executive Summary of Findings
2. Contract Compliance
3. Fiscal Findings
4. Systems and Procedures
5. Financial Schedules

The report concludes that $15,961 is due the State and $2,071 is due the Federal
government, for a total of $18,032. You will be receiving an invoice in that amount from
the Department's Accounting Section.

Please develop and submit a corrective action plan within ninety (90) days of receipt of
this letter to:

Stephen Fong
Contract Manager
Maternal, Child and Adolescent Health Program
Center for Family Health
California Department of Public Health
1615 Capital Avenue, MS 8300
P.O. Box 997420
Sacramento, CA 95899-7420

and a copy of this plan to:

Daniel J. Giardinelli, Chief
Audits Section - Burbank
1405 North San Fernando Boulevard, Room 203
MS 2101
Burbank, CA 91504

If you disagree with the amount due, you may appeal by writing to Catherine Camacho,
Deputy Director, Center for Family Health, California Department of Public Health, 1501
Capitol Avenue, P.O. Box 997413, MS 8000, Sacramento, CA 95899-7413. This written
notice of disagreement must be received by the Department within sixty (60) calendar
days from the day you receive this letter. Excerpts of the regulation governing audit
appeals, Chapter 2.1 of Division 2, Title 22, California Code of Regulations, are included
for your information.
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If you should have any further question, please contact Stephen Fong, Contract
Manager, at (916) 650-0352.

~:~~i' Chief
Audits Section - Burbank
Financial Audits Branch

Certified

cc: Castulo de la Rocha

President/Chief Executive Offcer
AltaMed Health Serviæs Corporation

500 Citadel Drive, Suite 490
Los Angeles, CA 90040

Jose Esparza
Vice President of Finance/Chief Financial Offcer
AltaMed Health Services Corporation
500 Citadel Drive, Suite 490
Los Angeles, CA 90040

Stephen Fong

Contract Manager
Maternal, Child and Adolescent Health Program
Center of Family Health
California Department of Public Health
1615 Capitol Avenue, MS 8300
P.O. Box 997420
Sacramento, CA 95899-7420
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i. EXECUTIVE SUMMARY OF FINDINGS

The audit of AltaMed Health Services Corporation (AltaMed) Maternal, Child and
Adolescent Health (MCAH) Program contract was performed to verify that management
practices were in compliance with the applicable contract regulatory and statutory
requirements. The audit was also conducted to verify the propriety and correctness of
invoices submitted to the State of California Departmentof Public Health (CDPH),
formerly the Departiient of Health Services (DHS), for payment and to determine
whether AltaMed achieved the goals and objectives of the contract. The following is a
summary of the Financial Audits Branch's findings:

A. CONTRACT REQUIREMENTS

A requirement for obtaining the MCAH Program contract was that AltaMed agreed to
follow certain standard provisions applicable to state monies. These provisions are
listed in Exhibit D(F) of the contract.

AltaMed did not comply with the following contract provisions:

1. Equal Employment Opportunity

Contràct Exhibit D(F), Section 1, Paragraph b states, "The Contractor will, in all
solicitations or advancements for employees placed by or on behalf of the.
Contractor, state that all qualified applicants will receive consideration for
employment without regard to race, color, religion, sex, national origin, physical
or mental handicap, disabilty, age or status as a disabled veteran or veteran of.
the Vietnam era."

. The job advertisements placed by AltaMed did not include the equal employment
opportunity clause as required by the contract for the audit period under review.
AltaMed was able to provide advertisements for the penod prior to July 1, 2005
and the penod after June 30, 2006 which indicated that AltaMed was an equal
opportunity employer.

2. Property Purchased with Program Funds

Contract Exhibit D(F), Section 4, Paragraph a, states, ".. .all equipment and/or
miscellaneous propert that are purchasedlreimbursed with agreement funds or
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furnished by DHS under the terms of this agreement shall be considered state
equipment and the property of DHS. DHS requires the reporting, tagging and
annual inventorying of all equipment and/or miscellaneous property that is
furnished by DHS or purchased/reimbursed with funds provided through this
agreement."

There were no state tags on the computers and monitors purchased with the
agreement funds.

3. Travel and Per Diem Reimbursemerit

Contract Exhibit D(F), Section 2, states that "Reimbursement for travel and per
diem expenses from DHS under this agreement shall, unless otherwise specified
in this agreement, be at the rates, currently in effect, as established by the
California Department of Personnel Administration (DPA), for non represented
state employees as stipulated in DHS Travel Reimbursement Information
Exhibit."

The effective state mileage rate during the audit period was 34 cents per mile.
The provider was reimbursing mileage at 37% cents per mile for the first two
months of the audit period and 40 cents per mile for the remaining months of the
audit period. This resulted in an overpayment of $1 ,981.

B. CONTRACT GOALS AND OBJECTIVES

The MCAH Program contract had two programs:

1. The Adolescent Family Life Program (AFLP) provided funding for the pregnant
and/or parenting adolescent and their children.

2. The Adolescent Sibling Pregnancy Prevention Program (ASPPP) provided
funding for the siblings of the pregnant and/or parenting adolescent.

The Financial Audits Branch (FAB)'s review of the objectives was limited to a review
of the goals that were stated in the MCAH Program contract's scope of work. The
goals of the two programs are summarized in Section II E.

The contract's scope of work stated specific goals and measurable objectives that
were to be accomplished to ensure that the goals of the MCAH Program were met.
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FAB verified salected criteria to ensure that AltaMed complied with the goals and
objectives of the contract by reviewing 36 AFLP and eight ASPPP charts to
determine compliance with the contract's objectives. The following is a summary of
AltaMed's performance based on FAB's findings:

1. There were four instances in which the Comprehensive Baseline Assessment
(CBA) for the AFLP clients was not completed within 30 days of intake. Two of
the ASPPP charts did not have a completed CBA.

2. There was one instance in each of the AFLP and ASPPP chart in which the
Individual Service Plan (ISP) was not updated. The case managers completed.

. the ISP within .60 days of the client's consent to participate in the program;
however, they did not consistently update the ISP each quarter as required by
the contract.

3. The case managers did not have monthly client contact in nine of the 36 AFLP
and two of the eight ASPPP charts reviewed.

4. The case managers did not conduct quarterly home visits in one of the 36 AFLP
and two of the eight ASPPP charts reviewed.

C. EXPENDITURES

AltaMed submitted invoices on a quarterly basis. The invoices reflected personnel
salaries, operating expenses, other costs, and indirect costs. FAB's review
disclosed the following variances: .

1. AltaMed had charged the AFLP $4,000 of audit fees. The audit fees were
related to the single audit that is required under the OMB Circular A-133. The
audit fees that should have been allocated to the AFLP were $1,241. AltaMed
over-claimed $2,732 of the single audit fees to the AFLP.

2. AltaMed claimed 28 percent of salaries as employee benefits. The actual
employee benefi was 26.30 percent of total salaries. AltaMed over-claimed
$8,652 of employee benefits to the AFLP.

3. There were certain payroll periods in which an estimate was used to claim
salaries costs to the AFLP and the ASPPP rather than actual salaries from the
payroll register. This resulted in an over-claiming of salaries cost of $1,369 for
the AFLP and $3,298 for the ASPPP. .
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AltaMed was allowed to claim non-enhanced Federal Financial Participation (FFP)
matching when the employees performed FFP qualifying activities. The MCAH
Program manual required AltaMed to use a time study to identify and allocate the
activities that qualified for non-enhanced FFP matching. These activities were
matched at a rate of $1 to $1. Audit procedures were performed to verify the
accuracy of the process used by AltaMed to determine the activities that qualified for
FFP matching and the total FFP expenses for the audit period. A review of the third
quarter time studies for eight case managers and four administrative staff was
performed. The following is a summary of the findings:

1. A review of the time studies for the eight case managers disclosed the following:

a. It was noted in five instances in which the time from the secondary
documentation, the daily time study log, was not properly brought forward to
the weekly time study form.

b. It was noted in four instances on the weekly time study form that the time was

not properly summarized by function code and program.

c. In one instance, non-paid time off was included as paid time off."-----_.-_.~--~--

... d. It was noted that the same-activities were coded urider different function
codes.

2. The review of the four administrative staff disclosed the following problems:

a. There was one instance in which the time from the secondary documentation,
the daily time log, was not properly carried forward to the weekly time study.

b. There was one instance in which the weekly time study was not properly
summarized by function code.

D. REVENUES

The payments made by MCAH to AltaMed for the period ending June 30, 2006
consisted of $857,073 for the AFLP and $158,748 for the ASPPP.
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