
City of Sioux Falls 
Internal Audit Department 

Carnegie Town Hall 
235 W. 10th Street 

Sioux Falls, SD  57117-7402 
www.siouxfalls.org/council/internal-audit 

 
 
 

Internal Audit Report 14-03 
Family Day Care 

March 2014 
 
 

 
 

 
 



March 2014 

2 
 

FAMILY DAY CARE 
INTERNAL AUDIT REPORT 14-03 

 
 
 
 

INTRODUCTION 
 

The City of Sioux Falls (City) Health Department oversees the registration and renewal 
process for Family Day Care providers operating within city limits. Each provider is 
required to renew their registration every calendar year in order to continue to be an 
active provider. 

 
 
BACKGROUND 
 

The City Health Department Family Day Care registration process was established by City 
Ordinance 28-12. Per the ordinance, a provider must be registered if they are providing family-
like care in a dwelling, occupied as a residence located in Sioux Falls.  The regulation is for the 
care of 12 or less children of more than one family, other than the provider’s own children.  The 
provider’s own children under the age of 6 are counted as part of the day care.  
 
The registration process includes a registration fee, a minimum of two inspections, $300,000 
worth of liability insurance, background checks, proof of education, and a master list of all 
children and parental contact information. In February 2014 there were 337 active registered 
providers in Sioux Falls. 
 
Inspections are completed by the Health Department prior to the provider opening and within 30 
days of the provider actively watching children. They are also completed if a complaint is 
received against the provider. Complaints are followed up in person by an inspector within 72 
hours. There were 14 complaint inspections completed in 2013. If a violation of municipal code 
is found, the inspector may issue the provider a citation and/or cease and desist order if the safety 
of the children is at risk. 
 
The City has two inspectors that are responsible for completing the Family Day Care inspections 
as well as various other types of inspections for The City. At this time there is no procedure for 
completing random unannounced inspections on all active registered providers. Any provider 
that has not received a complaint and was actively providing service prior to 2008 would likely 
not have had an inspection done. The State of South Dakota (State) does have a registration 
process in place that requires each provider to have one random inspection every two years. But, 
City registered providers are not required to register with the State. 
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OBJECTIVES 
 

We audited the Health Department, Family Day Care registration process to: 
 

1. Determine if the City’s processes relative to inspections and complaints are 
effectively managed and comply with existing law. 

2. Evaluate management information to determine if the department effectively 
monitors the program renewal process. 

3. Define how The City finds/prevents unregistered day cares from providing 
service. 

 
 
SCOPE AND METHODOLOGY 
 

The scope of this audit included a review of the Health Department’s policy and 
procedure manual and City Ordinance in relation to the Family Day Care registration 
process. We examined listings of providers from the SWEEPS software system as well as 
paper provider files for completeness. We also reviewed the inspection process during a 
ride-along with one of the Family Day Care inspectors. 
 

 
RESULTS 
 

Our review of the Health Department’s Family Day Care registration program found the 
following: 

 
1. If a provider was operating prior to 2008 and no complaint has been filed against them, it is 

likely that they have never received an inspection. There is no policy in place that requires all 
active providers to be inspected periodically. 
 

2. There are currently no written procedures in place to complete a secondary file review of 
newly registered or renewed provider files for completeness of paperwork based on what is 
required in City Ordinance 28-12. 

 
 
RECOMMENDATIONS 

 
We made the following recommendations that address the above referenced results. 

  
1) It is our recommendation that the Health Department implement a policy to 

perform random unannounced inspections on all active registered providers in the 
Sioux Falls area. But, Internal Audit acknowledges that due to the number of staff 
that would be required to complete inspections on all active providers this may be 
difficult to implement. 
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Management Response:  In 2008 the Council adopted ordinance allowing for 
inspections of Family Day Care Homes.  Since that time a program was 
developed in the Health Department whereby inspections are conducted prior to 
the opening of a Family Day Care Home, within 30 days after the care of children 
begins and in response to citizen complaints.  In addition a process allows for 
further inspections in response to repeat complaints regarding a provider.  Health 
Department Management and Staff agree that random routine inspections of 
Family Day Care Homes would be ideal, however; there are items to consider: 
 
a. With the number of registered daycare homes at >340, management agrees 

with the auditors that additional staffing would be needed to fully implement 
unannounced inspections for all day care providers. 

b. If this level of oversight is recommended, consideration should be placed in 
analysis of other municipal and state day care registration/licensing 
processes in the region, including how to best implement program 
enhancements that are complimentary and not duplicative of State programs. 

c. City ordinance does not currently require routine inspections. 
  

 
2) It is our recommendation that the Health Department implements a policy for a 

periodic secondary file review on all active public and private provider files for 
completeness.  
 

Management Response: Currently there is a secondary file review document at the 
front of each provider file folder.  This review document is used to monitor the 
contents of the file and is a quick reference for file completeness.  The items the 
auditor found to be missing in the files were notation items on individual 
documents.  These notations will be added to the file review document.  The Public 
Health Manager will do a follow up audit to assure that this work flow change 
addresses Auditor’s Recommendation #2. 

  
 
CONCLUSION 
 

The implementation of the City of Sioux Falls Family Day Care registration process 
appears to be successful. Current administrative processes for completion of pre-opening, 
new facility and complaint inspections are performed properly. Follow-up on late 
renewals is completed in a timely manner by inspectors. The inspectors appear to be 
experienced and dedicated to performing the Family Day Care inspections amongst the 
other inspections their job requires. We would like to thank the Health Department 
management and staff for their cooperation and assistance during the audit. 
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AUTHORIZATION 
 

The Sioux Falls City Council approved this audit by resolution in December 2013 as part 
of the 2014 Annual Audit Program. The Internal Audit division operates under the 
authority of an Internal Audit Charter adopted by City Council resolution 11-13.  
 

 
STATEMENT OF INDEPENDENCE 

 
Internal Audit is administratively and operationally independent of the programs and 
departments it audits, both in appearance and in fact.  The Internal Audit Manager is 
accountable to an Audit Committee appointed by the City Council per section 32.022 of 
the Code of Ordinances of Sioux Falls, SD. 
 

 
DISTRIBUTION OF REPORT 
 

This report is intended for the information and use of the Mayor and City Council, 
management, and others within the City of Sioux Falls. However, the report is a matter of 
public record and its distribution is not limited. 

 
 
PERFORMED BY 
 

Jessica Bickett 
Internal Auditor 


