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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON 
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 

To the Board of Supervisors 
County of Modoc, California 
Alturas, California 96101 

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of 
the United States, the financial statements of the governmental activities, the business-type activities, the aggregate discretely 
presented component units, each major fund, and the aggregate remaining fund information of the County of Modoc, 
California (County) as of and for the year ended June 30, 2015, and the related notes to the financial statements, which 
collectively comprise the County’s basic financial statements.  We issued our report thereon dated February 11, 2018, which 
contained unmodified opinions on those financial statements.. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the County’s internal control over financial 
reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for the purpose of 
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of 
the County’s internal control. Accordingly, we do not express an opinion on the effectiveness of the County’s internal control. 

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not designed 
to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies and therefore, 
material weaknesses or significant deficiencies may exist that were not identified. However, as described in the 
accompanying schedule of findings and questioned costs, we identified certain deficiencies in internal control that we 
consider to be material weaknesses and significant deficiencies. 

A deficiency in internal control exists when the design or operation of a control does not allow management or employees, in 
the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely basis. A 
material weakness is a deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, or detected and corrected on 
a timely basis. We consider the deficiencies described in the accompanying schedule of findings and questioned costs as 
2014-01, 2015-02, and 2015-04 to be material weaknesses. 

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance. We consider the deficiencies described 
in the accompany schedule of findings and questioned costs as 2015-03 to be a significant deficiency.  

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the County’s financial statements are free from material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement 
amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion. The results of our tests disclosed instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards and which is described in the accompanying 
schedule of findings and questioned costs as items 2015-05. 
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County of Modoc’s Response to Findings 

The County’s response to the findings identified in our audit is described in the accompanying schedule of findings and 
questioned costs. The County’s response was not subjected to the auditing procedures applied in the audit of the financial 
statements and, accordingly, we express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results of 
that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering the entity’s internal 
control and compliance. Accordingly, this communication is not suitable for any other purpose. 

 

 

SingletonAuman, PC 
SingletonAuman PC 

Susanville, California 

February 11, 2018 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM  
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133 

 

To the Board of Supervisors 
County of Modoc 
Alturas, California 96101 

 

Report on Compliance for Each Major Federal Program 

We have audited the County of Modoc’s (County) compliance with the types of compliance requirements described in the 
OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each of the County’s major 
federal programs for the year ended June 30, 2015. The County’s major federal programs are identified in the summary of 
auditor’s results section of the accompanying schedule of findings and questioned costs. 

Management’s Responsibility 

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants applicable to its 
federal programs. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on compliance for each of the County’s major federal programs based on our audit 
of the types of compliance requirements referred to above. We conducted our audit of compliance in accordance with 
auditing standards generally accepted in the United States of America; the standards applicable to financial audits contained 
in Government Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits 
of States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan 
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance 
requirements referred to above that could have a direct and material effect on a major federal program occurred. An audit 
includes examining, on a test basis, evidence about the County’s compliance with those requirements and performing such 
other procedures as we considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal program. 
However, our audit does not provide a legal determination of the County’s compliance. 

Opinion on Each Major Federal Program 

In our opinion, the County, complied, in all material respects, with the types of compliance requirements referred to above 
that could have a direct and material effect on each of its major federal programs identified in the summary of auditor’s 
results section of the accompanying schedule of findings and questioned costs for the year ended June 30, 2015. 

Report on Internal Control over Compliance 

Management of the County, is responsible for establishing and maintaining effective internal control over compliance with 
the types of compliance requirements referred to above. In planning and performing our audit of compliance, we considered 
the County’s internal control over compliance with the types of requirements that could have a direct and material effect on 
each major federal program to determine the auditing procedures that are appropriate in the circumstances for the purpose of 
expressing an opinion on compliance for each major federal program and to test and report on internal control over 
compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of 
internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the County’s internal 
control over compliance. 
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A deficiency in internal control over compliance exists when the design or operation of a control over compliance does not 
allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect and 
correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A material weakness 
in internal control over compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such 
that there is a reasonable possibility that material noncompliance with a type of compliance requirement of a federal program 
will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over 
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance 
requirement of a federal program that is less severe than a material weakness in internal control over compliance, yet 
important enough to merit attention by those charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control over compliance that might be material 
weaknesses or significant deficiencies. We consider the deficiencies in internal control over compliance described in the 
accompanying schedule of findings and questioned costs as items 2015-06 to 2015-09 to be material weaknesses.  

The County’s response to the internal control over compliance finings identified in our audit is described in the 
accompanying schedule of findings and questioned costs.  The County’s response was not subjected to the auditing 
procedures applied in the audit of compliance and accordingly, we express no opinion on the response. 

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal control 
over compliance and the results of that testing based on the requirements of OMB Circular A-133. Accordingly, this report is 
not suitable for any other purpose. 

 

 

SingletonAuman, PC 
SingletonAuman PC 
Susanville, California 
February 11, 2018 
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DIRECT OR
U.S. DEPT/ FEDERAL PASS THROUGH
PASS THROUGH AGENCY/ CFDA GRANTOR'S FEDERAL 
PROGRAM TITLE NUMBER NUMBER EXPENDITURES
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Passed through State Department of Social Services:
KinGAP IV-E Admin 93.090 4,624                 
Temporary Assistance for Needy Families (TANF) 93.558 1,164,080          
Stephanie Tubbs Jones Child Welfare Services Program 93.645 1,091                 
Chafee Foster Care Independence Program 93.674 19,751               
Foster Care-Title IV-E 93.658 473,794             
Adoption Assistance (Title IV-E) 93.659 68,108               
Medical Assistance Program (Medicaid Title XIX) 93.778 775,804             
Social Services Block Grant (CWS title XX) 93.667 23,568               

Sub-total 2,530,820          
Passed through State Department of Health Care Services

Immunization Assistance Program -CDC 93.268 23,763               
Ryan White 93.917 2,362                 
Medi-Cal Federal Financial Participation (FFP) 93.778 548,396             
Medical Enrollment Assistance Program 93.071 22,207               
Maternal Child Adolescent Health-201425 93.994 75,006               
California Children's Services 93.778 60,976               
Health Care Program for Children in Foster Care 93.778 6,523                 
Medical Assistance Program (Medicaid Title XIX) 93.778 124,923             
California Children's Services 93.767 4,681                 
Child Health and Disability Prevention Program 93.778 52,216               
Block Grants for Community Mental Health Services 93.958 782                    

CLPP 93.778 6,974                 
Medical Outreach Grant 93.674 10,000               
Public Health Emergancy Preparednes 93.074 98,669               
Public Health Emergancy Preparednes HPP 93.074 98,758               

Sub-total 1,136,236          
Passed through Dept of Alcohol and Drug Programs

Substance Abuse, Prevention & Treatment (SAPT) Block Grant 93.959 392,416             
Administration for Children and Families - child support 93.563 69,522               
Sub-total 461,938             

Total U.S. Department of Health and Human Services 4,128,994$        

U.S. DEPARTMENT OF TRANSPORTATION
Direct Programs:

Airport Improvement Program - Tulelake Airport 20.106 AIP-3-06-0264-08 46,557               
Airport Improvement Program - Tulelake Airport 20.106 AIP-3-06-0264-10 1,596$               

Sub-total Direct Programs 48,153               
Passed through State Department of Transportation:

County Wide- Bridge Preventative Maintenance 20.205 BRL05903(056) 9,552                 
County Road 55 Widening 20.205 HRRL5903(047) 8,643                 
County Road 54 Widening 20.205 HSIPL5903(045) 152,136             
County Road 54-Re-Alignment Hghwy Plan 20.205 HRRL5903(041) 17,601               
County Road 86- Rush Creek Bridge Replacement 20.205 BRL05903(054) 67,393               
County Rd 1- Repaving North of Cedarville 20.205 RPL5903(044) 49,828               

Total U.S. Department of Transportation 353,306$           
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DIRECT OR
U.S. DEPT/ FEDERAL PASS THROUGH
PASS THROUGH AGENCY/ CFDA GRANTOR'S FEDERAL 
PROGRAM TITLE NUMBER NUMBER EXPENDITURES
U.S. DEPARTMENT OF AGRICULTURE

Passed through State Department of Social Services:
State Administrative Matching Grants for the Supplemental Nutrition
Assistance Program 10.561 190,751$           

Sub-total 190,751             
Passed through State Controller's Office:

Schools and Roads-Grants to States 10.665 29,855               
Sub-total 29,855               

Passed through State Department of Public Health:
Sierra Cascade Nutrition Activity Consortium 10.561 10-10044 66,496               

Passed through Department of Agriculture
Secure Rural Schools and Counties-RAC Title II 38,832               
Secure Rural Schools and Counties-RAC Title II 38,832               

Total U.S. Department of Agriculture 364,766$           
U.S. DEPARTMENT OF INTERIOR
Direct Programs:

Payments in lieu of Taxes (PILT) 15.226 N/A 575,040$           
Passed through Fish and Wildlife Service:

Revenue Sharing Act 15.659 N/A 13,072               
Total U.S. Department of Interior 588,112$           

U.S. DEPARTMENT OF JUSTICE
Passed through California Emergency Management Agency:

Victim Witness Assistance Program 16.575 VW13180250 46,143$             
JAG Program Cluster:
   Edward Bryne Memorial Justice Assistance Grant Program 16.738 BSCC 636-12
   Edward Bryne Memorial Justice Assistance Grant Program 16.738 BSCC 636-13

Sub-Total 46,143               
Passed through Office of Justice Programs, Bureau of Justice Assistance

Drug Court Discretionary Grant Program 16.585 2011-DC-BX-0027 20,792               
Total U.S. Department of Justice 66,935$             

U.S. DEPARTMENT OF HOMELAND SECURITY
Passed through California Emergency Management Agency:

Fire Management Assistance Grant 97.046 20,492               
FY 2013 Homeland Security Grant 97.067 58,841               
FY 14 Homeland Security Grant 97.067 69,408               
FY 14 Pre-Diaster Mitigation Grant 97.047 10,543               
FY 2014 Emergency Management Performance Grant 97.042 2013-47 410,210             

Total U.S. Department of Homeland Security 569,494$           
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Passed-through California Department of Housing and Community 
Development

Rural Development Migrant Housing Construction Grant/Loan 10.447 13-OMS-733 87,135$             
Total U.S. Department of Housing and Urban Development 87,135$             

TOTAL EXPENDITURES OF FEDERAL AWARDS 6,158,743$        
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COUNTY OF MODOC 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

JUNE 30, 2015 
 

NOTE #1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

1. General 
 
The accompanying Schedule of Expenditures of Federal Awards presents the activity of all Federal awards 
programs of the County of Modoc, (County). The County’s reporting entity is defined in Note 1 of the notes 
to the County’s basic financial Statements. All financial assistance received directly from the Federal 
agencies as well as Federal financial assistance passed through other government agencies to the County is 
included in the accompanying schedule. 
 

2. Basis of Accounting 
 
The accompanying Schedule of Expenditures of Federal Awards is presented using the modified accrual 
basis of accounting except for programs recorded in the County’s enterprise funds.  These programs are 
presented using the accrual basis of accounting, which is described in Note 1 to the County’s basic financial 
statements. 
 

3. Schedule of Expenditures of Federal Awards 
 
The accompanying Schedule presents the activity of all federal financial assistance programs of the County. 
Federal financial assistance received directly from federal agencies as well as federal financial assistance 
passed through other agencies is included in the Schedule. The Schedule was prepared only from the 
accounts of various grant programs and, therefore, does not present the financial position or result of 
operations of the County. 
 
When the county receives federal awards as a sub-recipient, the pass-through agency may provide the 
County with a pass-through number that will be referenced on the SEFA. If the pass-through agency does 
not generate or provide such a number, the County has left the pass-through number blank. 
 

4. Relationship to Basic Financial Statements 
 
Federal Awards expenditures agree or can be reconciled with the amounts reported in the County’s basic 
financial statements. 
 

5. Relationship to Federal Financial Reports 

Amounts reported in the accompanying schedule agree with the amounts reported in related federal 
financial reports. 
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COUNTY OF MODOC 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

JUNE 30, 2015 
 

 
NOTE #2- AMOUNT PROVIDED TO SUBRECIPIENTS 

Of federal expenditures presented in the Schedule, the County provided federal awards to subrecipients as follows: 

 

Program Title

Federal 
CFDA 

Number
Amount Provided to 

Subrecipients
U. S. Department of Agriculture

Secure Rural Schools and Counties-County Allocation (Title III) 10.665 27,814$                    
Total U.S. Department of Agriculture 27,814                     

U.S. Department of Health and Human Services
Temporary Assistance for Needy Families (TANF) 93.558 15,546                      
Independent Living Program (ILP) 93.674 20,637                      
Medical Assistance Program (Medicaid Title XIX) 93.778 60,000                      

Total U.S. Department of Helath and Human Services 96,183                     

Total Federal Awards Passed Through to Subrecipients 123,997$                
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Financial Statements

Type of auditors' report issued: Unmodified

1. Internal control over financial reporting:

Material weakness(es) identified? X Yes No

Significant Deficiency(ies) identified that are
not considered to be material weaknessesX Yes None Reported

Noncompliance material to financial
  statements noted? X Yes No

2. Federal Awards

Internal control over major programs:

Material weakness(es) identified? X Yes No

Significant Deficiency(ies) identified that are
not considered to be material weaknessesX Yes None Reported

Type of auditors' report issued on compliance
  for major programs: Unmodified

Any audit findings disclosed that are required
  to be reported in accordance with section 510(a)
  of Circular A-133? X Yes No

Identification of major programs:

CFDA Numbers Name of Federal Program or Cluster
15.226 Payments in Lieu of Taxes
20.205 Highway Planning and Construction
93.558 Temporary Assistance for Needy Families
93.658 Foster Care Title IV-E
93.778 Medical Assistance Program
93.959 Substance Abuse Prevention and Treatment Block Grant
97.042 Emergency Management Performance Grant
97.067 Homeland Security Grant Program

Dollar threshold used to distinguish between
  type A and type B programs: $300,000

Auditee qualified as low-risk auditee? Yes X No

COUNTY OF MODOC 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

JUNE 30, 2015 
 

SUMMARY OF AUDITOR’S RESULTS 
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COUNTY OF MODOC 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

JUNE 30, 2015 
 

FINANCIAL STATEMENT FINDINGS: 

The following findings represent significant deficiencies, material weaknesses, and/or instances of 
noncompliance related to the financial statements that are required to be reported in accordance with 
Government Audit Standards. 

Finding 2015-01: Complex and Underutilized Financial Accounting and Reporting System 
 

Criteria or Specific Requirement 
Information and Communication is a key element of an internal control structure.  Both the Board of 
Supervisors and the County’s management team need accurate and timely information regarding the 
financial performance and position of the County.  An effective financial accounting and reporting system 
is critical to this component of the County’s operating structure.  According to the Accounting Standards 
and Procedures for Counties, March 2013 edition, “A governmental accounting system must make it 
possible both:  

• To present fairly and with full disclosure the financial position and results of financial operations 
of the governmental unit in conformity with generally accepted accounting principles; and  

• To determine and demonstrate compliance with finance-related legal and contractual provisions.  

Condition 
 
Those charged with oversight of the County’s financial accounting and reporting system have not 
adequately implemented a system to ensure that it is properly utilized for County operations. The 
weaknesses in the system are as follows: 
 

1. The chart of accounts is unnecessarily complex. 
2. A system is not set up to allow for centralized grant management. 
3. The system cannot produce meaningful reports to the Management and the Board of 

Supervisors. To provide the information needed the auditor must produce it from customized 
spreadsheets.  

4. The accounting system does not produce accurate financial statements for year-end reporting. 
The County auditor can draft the financial statements only after substantial manipulation of 
the data provided by the accounting system.  

5. The accounting system cannot be accessed by individual departments to track their financial 
performance.  

6. The accounting system is not currently operated to track revenues and expenditures for 
individual programs. 

7. The accounting system does not provide a methodology where by the County Auditor can 
ensure that an expenditure claim has not been duplicated.  
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COUNTY OF MODOC 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

JUNE 30, 2015 

 

Finding 2015-01: Complex and Underutilized Financial Accounting and Reporting System 
(continued) 
 
Context 
 
The County continues to operate with financial and internal control systems that are not adequately 
designed, maintained and monitored.  Additionally, the information technology support is not developed 
enough to provide for department connectivity throughout the County.  

Effect 

The County does not have controls in place to adequately detect and correct misstatements in the 
accounting systems and financial statements. Also, the controls are not properly designed and 
implemented to allow for department heads to adequately monitor transactions and overall financial 
performance.  
 
Cause 
 
A historic lack of governance, oversight, training, and resources has led to this material weakness in the 
financial accounting and reporting system.  
 
Recommendation 
 
The County leadership should begin the process to overhaul the financial accounting and reporting 
system.  A new system would possibly require a complete redesign of the Sungard Pentamation 
accounting system chart of accounts, and significant training of all department heads and fiscal personnel 
throughout the County. Proper IT connectivity and reliability would be required, and formal adoption of 
the new system by all department personnel would be imperative. This would include discontinuing the 
use of customized financial tracking processes that are duplicative information from that which is tracked 
in the accounting system. The system would also require budgets to be entered timely so that information 
for departments can be more meaningful. Additional recommendations are provided throughout the 
findings documented in the remainder of this report.   

Views of Responsible Officials and Planned Corrective Action 
 
Management concurs with the finding, and the Auditor’s Office had been evaluating an accounting 
software upgrade to SunGard Finance PLUS 5.1.  That contract has been signed and we went live in FY 
16-17.  Before then, we will be working on simplifying the chart of accounts and fund structure to the 
greatest degree possible yet allow for tracking of revenues and expenditures by program.  In addition, the 
chart of accounts and fund structure will be evaluated to ensure compliance with the State Controller’s 
Accounting Standards and Procedures for Counties, and internal controls will be evaluated and modified 
as appropriate. 
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COUNTY OF MODOC 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

JUNE 30, 2015 
 

Finding 2015-02: Tax Apportionment Process 

 
Criteria or Specific Requirement 
 
The County auditor has a responsibility as defined by California Code to perform the tax apportionment 
process accurately. 
 
Condition 
 
In our review of the tax apportionment process, we noted the following: 
 

• Only one person in the Auditor’s office understands how to use the spreadsheets to work through 
the tax allocation process. 

• There is no cross training for the tax apportionment process. 
• Since only one person understands how to work through the process there is no opportunity for 

review. 
 
Context 
 
The tax allocation process is a significant process performed by the auditor’s office.   
 
Effect 
 
The County’s controls are weakened as a result of the lack of review of calculations, policies and 
procedures.  
 
Cause 
 
The County has not devoted sufficient resources to ensure that there is adequate cross training and review 
of the property tax apportionments. 
 
Recommendation 
 
The County should implement policies and procedures to ensure that there is adequate review and 
understanding of the property tax calculations.   

Views of Responsible Officials and Planned Corrective Action 
 
We concur with the need for cross training and will begin that process to coincide with the 
implementation of the new tax software which is expected to go live in FY 16-17. 
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COUNTY OF MODOC 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

JUNE 30, 2015 

Finding 2015-03: Information Technology  
 
Criteria or Specific Requirement 
 
The County’s IT system is a key element of the County’s internal control system.  The County’s IT 
strategic plan and polices should address the following: 

• An IT strategic planning and risk management process should be in place to support financial 
reporting requirements. 

• Reliable systems should be maintained that include appropriate data backup and recovery 
processes.    

• Physical  security  and  access  to  programs  and  data  should  be  appropriately  controlled  to  
prevent unauthorized use, disclosure, modification, damage, or loss of data. 

• Program changes and systems acquisition and development should be appropriately managed to 
ensure that the application software adequately supports financial reporting objectives. 

 
Condition 
 
We noted the following deficiencies: 

1. For the servers that do not have continuous backup, the County stores the backup tapes on a 
shelf; and then over the weekends, the backup tapes are taken home with a County employee.   

2. For the County’s financial system, we were unable to determine when the last backup had been 
performed. The employee responsible for the backup was no longer with the department, and the 
department did not have evidence of when the last backup was performed. 

3. The financial system reflects users who have retired or are no longer with the County. 
4. The County does not have a countywide formalized Information Technology plan which provides 

policies and procedures for security, passwords, user access, disaster recovery, physical security, 
etc. These elements are key to ensure that the County’s data is adequately safeguarded. 

 
Context 

The County’s IT security is a key element of the County’s overall internal control system.  

Effect 
 
Without consistent policies and procedures the County is at risk of unauthorized use, disclosure, 
modification, damage, or loss of data. 
 
Cause 
 
The IT infrastructure issues were complex, and the County did not have sufficient resources to address the 
deficiencies.   
 
 
 
 



 

- 14 - 
 

COUNTY OF MODOC 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

JUNE 30, 2015 

Finding 2015-03: Information Technology  (Continued) 
 
Recommendation 
 
The County should have written policies and procedures to effectively implement the Strategic IT plan 
which should cover at a minimum disaster planning, backup, recovery of data, physical security, user 
access, and standards for updates and/or upgrades.  
 
Views of Responsible Officials and Planned Corrective Action 
 

Deficiencies 1 & 2 were implemented in January 2015.  We concur and will implement solutions to 
deficiencies 3 & 4. 

 

Finding 2015-04: Lack of Segregation of Duties in Key Financial Processing Areas 

 
Criteria or Specific Requirement 
 
Government Auditing Standards note that management is responsible for implementing systems designed 
to achieve compliance with applicable laws and regulations; for establishing and maintaining effective 
internal control to help ensure that appropriate goals and objectives are met; using resources efficiently, 
economically, effectively, and equitably, and safeguarding resources; following laws and regulations; and 
ensuring that financial and non-financial information is reliable and properly reported.   
 
Condition 
 
In our review of the internal controls over payroll processing, grant and entitlement accounting, and 
financial reporting we noted the following deficiencies: 
 

• The County Auditor is the only individual who understands and performs the grant and 
entitlement accounting procedures, which includes recording receivables, unearned revenue, 
restricted ending balances, and program payables for various county programs.  These accounting 
procedures are not reviewed for accuracy by any other individual, nor is any other individual 
cross-trained to perform these essential procedures. 
 

Context 
 
Procedures that require the processing and review to be completed by more than one person are essential 
to ensure reliable processing and accurate reporting.  
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Finding 2015-04: Lack of Segregation of Duties in Key Financial Processing Areas (Continued) 
 
Effect 
 
There is a lack of segregation of duties, opportunity for significant error and material misstatement, and 
potential for loss of expertise in key financial areas at the County. 
 
Cause 
 
The County has not devoted sufficient resources to ensure that there are adequate procedures for key 
processes, as well as sufficient training and cross training for personnel. 
 
Recommendation 
 
The County should implement policies and procedures to ensure that there is adequate segregation of 
duties and depth of training and experience over key financial areas.  We recommend that applicable 
County personnel receive training in grant and entitlement accounting for California Counties and 
governmental financial reporting.  The County would also likely benefit from arranging for training to 
confirm the accuracy of the completion of the quarterly County Expense Claim.   

Views of Responsible Officials and Planned Corrective Action 

 
1. During Fiscal Year 14-15, a new County Auditor took office.  As such some of the many duties 

which were performed solely by the prior Auditor are now performed by different staff members 
within the office.   

2. Many of the duties which were performed solely by the prior Auditor are now performed by 
different staff members within the office.  In addition, the County has obtained assistance from 
the external auditors with the preparation of the Financial Statements.  
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COUNTY OF MODOC 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
JUNE 30, 2015 

 

FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS: 

The following findings represent significant deficiencies, material weaknesses, and/or instances of non-
compliance including questioned costs that are required to be reported by OMB Circular A-133, Section 
.510(a). 

 

Finding 2015-05: Late Completion of Financial Statement and Single Audit  
 
Program:  Payments in Lieu of Taxes, Highway Planning and Construction, Temporary Assistance for Needy 
Families, Foster Care Title IV-E, Medical Assistance Program, Substance Abuse Prevention and Treatment Block 
Grant, Emergency Management Performance Grant, and Homeland Security Grant Program 
CFDA No.: 15.226, 20.205, 93.558, 93.658, 93.778, 93.959, 97.042, 97.067 
Federal Grantor: U.S. Department of Interior, U.S. Department of Transportation, U.S. Department of 
Health and Human Services, U.S Department of Homeland Security 
Passed-through: Direct Program, State Department of Transportation, State Department of Social 
Services, State Department of Health Care Services, California Office of Emergency Services   
Award No.: Various   
Award Year: FY 2014-2015 
Compliance Requirement: All Compliance Requirements 
 
Criteria or Specific Requirement 
 
OMB Circular A-133 requires that Counties complete their annual Single Audit, and have it submitted to 
the Federal Audit Clearinghouse within the earlier of 30 days after receipt of the auditor’s reports or 9 
months after the fiscal year end.   
 
Condition 
 
The County did not complete the Single Audit by the required due date.  
 
Context 
 
The County continued to operate with limited personnel in the Auditors office. 
 
Effect 
 
The County is out of compliance with Federal government requirements. 
 
Cause 
 
The County has not provided adequate resources to ensure that the Single Audit is completed timely.  
Additionally, obtaining personnel with the skills, knowledge and experience necessary to comply with the  
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COUNTY OF MODOC 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
JUNE 30, 2015 

 

Finding 2015-05: Late Completion of Financial Statement and Single Audit (Continued) 
 
complex accounting and reporting requirements required by state and federal governments is very 
difficult in rural areas.   
 
Recommendation 
 
The County Board of Supervisors and Management should ensure that sufficient time and resources are 
devoted to the Auditors office.   

Views of Responsible Officials and Planned Corrective Action 
 
Management concurs with the finding.  
 

Finding 2015-06: Insufficient Resources devoted to Risk Assessment and Monitoring Functions   
 
Program:  Payments in Lieu of Taxes, Highway Planning and Construction, Temporary Assistance for Needy 
Families, Foster Care Title IV-E, Medical Assistance Program, Substance Abuse Prevention and Treatment Block 
Grant, Emergency Management Performance Grant, and Homeland Security Grant Program 
CFDA No.: 15.226, 20.205, 93.558, 93.658, 93.778, 93.959, 97.042, 97.067 
Federal Grantor: U.S. Department of Interior, U.S. Department of Transportation, U.S. Department of 
Health and Human Services, U.S Department of Homeland Security 
Passed-through: Direct Program, State Department of Transportation, State Department of Social 
Services, State Department of Health Care Services, California Office of Emergency Services   
Award No.: Various   
Award Year: FY 2014-2015 
Compliance Requirement: All Compliance Requirements 
 
Criteria or Specific Requirement 
 
Government Auditing Standards note that management is responsible for implementing systems designed 
to achieve compliance with applicable laws and regulations; and for establishing and maintaining 
effective internal control to help ensure that appropriate goals and objectives are met; using resources 
efficiently, economically, effectively, and equitably, and safeguarding resources; following laws and 
regulations; and ensuring that management and financial information is reliable and properly reported.  
Additionally, OMB Circular A-133 states that the auditee is responsible for maintaining internal 
control over Federal programs that provides reasonable assurance that the auditee is managing Federal 
awards in compliance with laws, regulations, and the provisions of contracts or grant agreements that 
could have a material effect on each of its Federal programs. 
 
Counties meet these requirements by designing and implementing effective internal control systems, 
which include systems for risk assessment and monitoring of internal controls.  
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COUNTY OF MODOC 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

JUNE 30, 2015 
 
Finding 2015-06: Insufficient Resources devoted to Risk Assessment and Monitoring Functions   
 

• Risk Assessment involves management identifying potential risks of misstatement in the financial 
statements or material noncompliance, estimating their significance, assessing the likelihood of 
their occurrence, and implementing control activities or taking other steps to address those risks. 

• Monitoring involves management monitoring of the operation of the internal control procedures 
to make sure (a) controls are operating as intended and (b) changes to controls are made when 
necessary. 

 
Condition 
 
The County does not perform evaluations to determine that the components of internal control are present 
and functioning, nor does the County have adequate time and resources to identify risks, or the potential 
for fraud related to those risks, for financial transactions, financial reporting, or compliance with Federal 
and State compliance requirements. 
 
The County Auditors office has an internal auditor who is qualified to perform in that role, but is unable 
to devote the time necessary because she is performing accounting duties.     
 
Context 
 
The County has continued to operate with limited personnel in the Auditors office. 
 
Effect 
 
The County is at risk for financial statement misstatement or fraud. 
 
Cause 
 
The County has not provided adequate resources to ensure that the job responsibilities of an internal 
auditor can be performed.  Additionally, the deficiency was exacerbated by turnover in the county 
auditors position and the county auditor having to perform the function of county clerk, as well.  
 
Recommendation 
The County Board of Supervisors and Management should ensure that the sufficient time and resources 
are devoted to the Auditors office.   

Views of Responsible Officials and Planned Corrective Action 
 
Management concurs with the finding.  
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

JUNE 30, 2015 

 

Finding 2015-07: Financial Reporting 
 
Program:  Substance Abuse Prevention and Treatment Block Grant 
CFDA No.: 93.959 
Federal Grantor: U.S. Department of Health and Human Services 
Passed-through: State Department of Health Care Services 
Award No.: Various   
Award Year: FY 2014-2015 
Compliance Requirement: Financial Reporting 
 
Criteria or Specific Requirement 
 
OMB Circular A-133 states that the auditee is responsible for maintaining internal control over Federal 
programs that provides reasonable assurance that the auditee is managing Federal awards in compliance 
with laws, regulations, and the provisions of contracts or grant agreements that could have a material effect 
on each of its Federal programs. 
 
The County is required to submit several reports to the State including, but not limited to: 
 

• The quarterly Federal Financial Management Report, submitted for the Substance Abuse 
Prevention and Treatment (SAPT) block grant.  

 
Condition 
In our testing of these departments, we noted the following deficiencies:  

 
• There were no time studies supporting the payroll allocation of all personnel for the SAPT Grant. 
• The accounting system for the SAPT Grant does not record transactions by program. The SAPT 

Grant revenues and expenditures are combined with other Behavioral Health programs.  
• There is no system for assignment of service codes in the California cost reporting. Expenditures 

by service codes are estimated only at year end based upon the experience of management. 
• Of the four QFFMRs reviewed in our testing, all four contained calculation errors, and the reports 

were not reviewed prior to their issuance.   
 
Questioned Costs 
 
None 

 
Context 
 
The condition noted above was identified during testing of the financial reporting of the programs.   
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

JUNE 30, 2015 

 

Finding 2015-07: Financial Reporting (Continued) 
 
Effect 
 
Due to inadequate processes and procedures, the programs are at risk for material misstating financial 
reports submitted to Federal and State Governments.  
 
Cause 
 
In Behavioral Health there is an overall lack of understanding of both State and Federal accounting 
requirements, and internal controls related to the SAPT grant. There appears to be a lack of accountability 
for compliance with financial management and reporting.   
 
Recommendation 
 
We recommend that appropriate accounting processes and procedures be implemented for management of 
the SAPT grant and that personnel be held accountable for providing complete and accurate information.  
 
View of Responsible Official and Planned Corrective Action 
 

• There were no time studies supporting the payroll allocation of all personnel for the SAPT 
grant. 
 
Modoc County Response: 
We have partially addressed this issue. At the beginning of Fiscal Year 2014-15, clinical staff 
were identified as either Alcohol & Drug employees, or Mental Health employees, and assigned 
100% to the appropriate County fund. If an A&D employee does any work for Mental Health, 
those clinical hours are tracked in the Electronic Health Record. The cost for those hours are 
subsequently journaled to the Mental Health fund.  
 
Our Corrective Action Plan to fully address this issue includes identifying an appropriate time-
keeping record for administrative and management staff to allocate their time between Mental 
Health and Alcohol & Drug. We will identify an appropriate system, train staff, and implement a 
new system for tracking of staff time by June 30, 2016. 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

JUNE 30, 2015 
 

Finding 2015-07: Financial Reporting (Continued) 
 

• The accounting system for the SAPT Grant does not record transactions by program. The 
SAPT Grant revenues and expenditures are combined with other Behavioral Health 
Programs. 
 
Modoc County Response: 
We have partially addressed this issue. The Behavioral Health Fiscal Officer created Excel 
worksheets to track the revenues in the three different categories of SAPT Block grant funds 
(discretionary, prevention and HIV), as well as the expenditures in the three categories.  
 
Our CAP to fully address this issue will be accomplished at the County level. The County is in 
the process of upgrading its accounting system, which will include a revision of the chart of 
accounts. This will assist the County in tracking the various funding sources that support 
programs.  
 

• There is no system for assignment of service codes in the California cost reporting. 
Expenditures by service codes are estimated only at year end based upon the experience of 
management. 
 
Modoc County Response: 
The Cost Report system in California for Substance Use Programs is based on service codes and 
service descriptions, rather than on line item expenditures typically found in most county cost 
reporting systems. For example, within the Cost Report categories, the service codes and service 
descriptions for SAPT Prevention services include Code 12 (Information Dissemination), Code 
14 (Alternatives), and Code 16 (Community-Based Process). These are codes for services or 
activities, not classifications of expenditures. Designing a completely separate cost reporting 
system for substance use prevention and treatment at the County level that is in alignment with 
the State’s Cost Reporting system tied to service codes is unrealistic for Modoc County, partly 
because of the cost and staff resources involved. Larger counties, where employees are specialists 
in particular areas related to substance use programming, may have an easier time with the 
current Cost Reporting system. In very small counties, employees all wear “many hats,” making 
accounting by service code much more difficult. 
 
Our CAP to fully address this issue will be accomplished at the State level (DHCS) as they are in 
the process of revising the Cost Report system and software for Substance Use Program Cost 
Reporting. This revision will include changing Cost Report categories to line item expenditures 
(e.g., salaries, benefits, rents/leases, etc.) rather than Service Codes. This will align with the 
County system, providing a framework for more accurate and precise cost reporting. It was 
reported by DHCS staff at a recent meeting of the County Behavioral Health Director’s Assoc- 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

JUNE 30, 2015 
 

Finding 2015-07: Financial Reporting (Continued) 
 

-iation that DHCS plans to have the revised Cost Reporting system available to counties by FY 
2016-17. 
 

• Of the four QFFMRs reviewed in testing, all four contained calculation errors, and the 
reports were not reviewed prior to their issuance. 
 
Modoc County Response: 
This finding has been fully addressed. The Behavioral Health Fiscal Officer misunderstood the 
directions for the QFFMR, so that expenditures were being reported separately for each quarter, 
instead of cumulatively. Once the cumulative requirement was understood, the error was 
corrected.  
 

Finding 2015-08: Procurement, Suspension and Debarment 
 
Program:  Emergency Management Performance Grant 
CFDA No.: 97.042 
Federal Grantor: U.S. Department of Homeland Security 
Passed-through: California Office of Emergency Services 
Award No.: 2140070 
Award Year: FY 2014-2015 
Compliance Requirement: Procurement, Suspension and Debarment 
 
Criteria or Specific Requirement 
 
The Office of Management and Budget (OMB) Circular A-133 Compliance Supplement states that when 
a non-federal entity enters into a covered transaction with an entity at a lower tier, the non-federal entity 
must verify that the entity is not suspended or debarred or otherwise excluded.   This verification may be 
accomplished by checking the Excluded Parties list System (EPLS), collecting a certification from the 
entity or adding a clause or condition to the covered transaction with that entity. 
 
Condition 
 
For vendors selected for testing, we noted that no verification was performed and no certification was 
collected to ensure the vendor was not suspended and debarred or otherwise excluded. 
 
Questioned Costs 
 
None 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

JUNE 30, 2015 
 
Finding 2015-08: Procurement, Suspension and Debarment (Continued) 
 
Context 
 
The condition noted above was identified during testing of the procurement and suspension and 
debarment requirements of the program.   
 
Effect 
 
The County increases its risk of non-compliance with procurement, suspension and debarment 
requirements set forth in OMB A-133 Compliance Supplement. 
 
Cause 
 
The County did not consistently perform verification of the suspended and debarred status of contracted 
vendors.  
 
Recommendation 
 
We recommend the County implement procedures to ensure that procurements and subawards of federally 
funded projects are verified against the EPLS for suspension or debarment, obtain a certification or 
add the required clauses to the contract for suspension or debarment and the required Federal approvals 
are obtained where applicable. 
 
View of Responsible Official and Planned Corrective Action 
 
Current County policy requires that staff check the EPLS a minimum of once every six months to verify a 
vendor is not suspended, debarred or otherwise excluded, and that the results be documented in a log.  
Our personnel will ensure that procedures are implemented at the Department level to address this 
deficiency. 
 
Finding 2015-09: Non-compliance with specific Program Requirements 
 
Program:  Substance Abuse Prevention and Treatment Block Grant  
CFDA No.: 93.959 
Federal Grantor: U.S. Department of Health and Human Services 
Passed-through: California Department of Health Care Services   
Award No.: NA   
Award Year: FY 2014-2015 
Compliance Requirement: Activities Allowed or Unallowed 
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JUNE 30, 2015 
 
 

Finding 2015-09: Non-compliance with specific Program Requirements (Continued) 
 
Criteria or Specific Requirement 
 
The contract entered into with the California Department of Health Care Services requires that the 
County: 

1. spend a specified percentage of SAPT Block Grant funds on perinatal services, pregnant women, 
and women with dependent children each state fiscal year, and 

2. is required to ensure that one or more of the following projects are carried out: 
a. HIV Testing, 
b. Pre-test counseling, or post-test counseling, 
c. Therapeutic measures, or 
d. Testing for other infectious diseases, such as Hepatitis C. 

 
Condition 
 
The County was unable to provide document or affirm that it provided these contractually required 
services. 
 
Context 

The condition noted above was identified during our review of the Program’s contract with the State.  

Effect 
 
The County was not in compliance with these requirements with the Department of Health Care Services.  

Cause 

The County’s procedures did not ensure a process for a review of program requirements that would allow 
for the proper design of the programs activities. 
 
Recommendation 
 
We recommend that the County schedule a regular review of contract requirements, and then plan the 
program accordingly. 
 
View of Responsible Official and Planned Corrective Action 
 
The County will be developing procedures to ensure contract requirements are reviewed regularly, and 
programs are planned, in order to be compliant with the contract. 
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FINANCIAL STATEMENT PRIOR YEAR FINDINGS: 

 

Finding 
No. 

 
Condition / Requirement 

 
Status 

2014-01 
Complex and Underutilized 
Financial Accounting & Reporting 
System 

Not Implemented.  See Finding  
2015-01. 

2014-02 Ineffective Budgeting Process Implemented.  
 

2014-03 Tax Apportionment Process Partially Implemented.  See Finding  
2015-02. 

2014-04 Information Technology  Partially Implemented.  See Finding 
 2015-03. 

2014-05 Payroll Processing and 
Reporting Errors 

 Implemented.  
 

 2014-06 Cash Collections Implemented.  

2014-07 
Lack of Segregation of Duties in 
Key Financial Processing Areas 

Partially Implemented.  See Finding  
2015-04. 
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FEDERAL AWARDS PRIOR YEAR FINDINGS: 

 

 
Finding 

No. 

 
 
 

Program 
 

    CFDA No. 

Condition/ 
Compliance 
Requirement 

 
 
 

Status 
2014-08 Substance Abuse and 

Treatment Block Grant,  

     93.959 
 

 
Financial Reporting 

  
 Not Implemented.  See      
  Finding 2015-07. 

2014-09 Substance Abuse and 
Treatment Block Grant,  

 
93.959 

 

 
Procurement, 
Suspension and 
Debarment 

 
Implemented for CFDA 
No. 93.959. 
 
Finding applies to  
CFDA No. 97.042.  See 
Finding 2015-08. 

2014-10 Medicaid Cluster  
93.778 

Eligibility Implemented.  

2014-11 Temporary Assistance for 
Needy Families 

 
93.558 

Eligibility & 
Special Tests and 
Provisions 

Implemented.  

2014-12 Substance Abuse and 
Treatment Block Grant 

 
93.959 

Sub-Contractor 
Monitoring 

Implemented. 

 
2014-13 

Substance Abuse and 
Treatment Block Grant 

 
93.959 

Cash 
Disbursements 

Implemented. 

 
 


