FEDERAL VOTING ASSISTANCE PROGRAM
Department of Defense
Rosslyn Plaza North

TING ASSISTANCE PROGRAM 1777 North Kent Street
14" Floor, Suite 14003
Arlington, VA 22209.2162

FOR : ROBERT J. LAVELLE, GRANTS OFFICER, DEFENSE HUMAN RESOURCES
ACTIVIITY-PROCUREMENT SUPPORT OFFICE

FROM: Bob Carey, Director, Federal Voting Assistance Program

SUBJECT: Grant Award recommendations under BAA H98210-BAA-11-0001
Background:

On 13 July 2017, fifty (50) Applicants for Federal Assistance were received by the Defense
Human Resources Activity-Procurement Support Office (PSO), 1n response to Broad Agency
Announcement (BAA) H98210-BAA-11-0001.

During the period of 26-28 July 2011, the Technical Proposal portions of the Applications were
evaluated by a panel comprised of Subject Matter Experts.

Upon conclusion of the technical evaluation, the FVAP staff performed a Cost Benefit Analysis
during the period of 29 July through 15 August 2011.

The analysis of cost, benefit and retum of investment of the proposed research and/or tool was a
pertinent element for the FVAP staff. Staff compared the cost per expected voter transaction,
over time, to the relative benefits of the proposals’ description of the return of investment (ROT)
and other measures, as analyzed and measured by the Technical Evaluation Board. For proposals
that entailed several components to be phased or implemented in modules, FVAP staff examined
the complete capability of each component.

On September 12, 2011, I forwarded you FVAP s initial 10 grant recommendations. Based upon
the findings of the technical evaluation and cost benefit analysis, I recommend the following
additional grant awards:

Recommended Grantee | Amount Requested

New Jersey $802,845.00
Minnesota $226,255.00
City of Chicago $377,900.00
Okaloosa (2) $242,531.00
Boone County $787.616.00
City of Detroit (1) $280,228.00




Utah $532,400.00
Maricopa County, AZ $150,000.00
Bexar County $474,327.00
Harris County $512,132.00
Orange (2) $655,420.00
Michigan $431,514.00
Alaska $607,860
City of Detroit (2) $396,065
Montana (1) $220,027.00
District of Columbia $99,258.00
Louisiana $350,000.00

However, I believe there are significant savings that can still be negotiated from most of these
proposals. Therefore, I ask you to negotiate appropriate cost reductions with the above
recommended awardees, involving designated FVAP staff in those negotiations for technical
expertise and support. As those negotiations are completed, I will advise of approval or
disapproval of the revised application. Further, as the results of these negotiations proceed, I will
provide additional recommendations until the available funds are exhausted.



DEFENSE HUMAN RESOURCES ACTIVITY
4800 MARK CENTER DRIVE. SUITE 08J25-01
ALEXANDRIA, VA 22360-0001

27 October 2011

Via Fmail:
acastro(@bexar.org

Dr. Allen Castro

Community Resources

Grants Management

Strategy and Performance Planner
101 West Nueva, 10 Floor

San Antonio, Texas 78207

Dear Ds. Allen:

Pursuant 1o the terms and conditions of Broad Agency Announcement H98210-BAA-11-0001,
the Defense Human Resources Activity (DHRA), in support of the Federal Voting Assistance

Program Office (I'VAP) is hercby initiating discussions with your organization. The scheduled
time to commence is November 3, 2011 at 9:00 am EDT. The conference call number 1s 605-
477-2100. The pass code is S590065#%.

The intended participants of this conference call are the authorized representatives as cited in
your application under the BAA. However, you may include others as deemed necessary. Note
that proposed agreements 1o the discussion issues, and or agreements to the terms and conditions
of a resulting grant will only be accepted between your organization and the DHRA Grants
Officer.

The primary issues open for discussion follow. Additional questions may be undertaken as
discussions progress.

Piscusston Issues:

1. Part [, Section 1.A.S-Innovation of the BAA specifically states:
“Please note: The electronic transmission of voted ballots in an actual election
will not be funded through these grants. However, FVAP will consider
applications that propose demonstration projects that test the electronic
transmission of voted ballots to analyze the security and reliability of online voted
ballot transmission systems in environments other than actual elections.™

Please clarify whether there will be electronic return of ballots used in an actual election?

2. Can we extend the grant reports term through 20167?






CCR Search Results

CCR Search Results

Not to be used as certifications and representations. See ORCA for official certification.

Registration Status: Active in CCR; Registration valid until 04/27/2012.
DUNS: 070487020

DUNS PLUS4:

CAGE/NCAGE: 3XBK5
Legal Business Name: BEXAR, COUNTY OF

Doing Business As (DBA):

Division Name:
Division Number: -
Company URL:

Physical Street Address 1: 300 DOLOROSA STE 800

Physical Street Address 2:

Physical City: SAN ANTONIO
Physical State: TX

Physical Foreign Province:

Physical Zip/Postal Code: 78205-3053
Physical Country: USA

Mailing Name: SUSAN T. YEATTS

Mailing Street Address 1: BEXAR COUNTY AUDITOR'S OFFICE
Mailing Street Address 2: 101 WEST NUEVA SUITE 800

" Mailing City: SAN ANTONIO
Mailing State: TX

Mailing Foreign Province:

Mailing Zip/Postal Code: 78205-3445
Malling Country: USA

Business Start Date: 06/30/1841
" Delinquent Federal Debt: No.

CORPORATE INFORMATION

Type of Organization
U.S. Government Entity

Business Types/Grants

12 - U.S. Local Government
V2 - Grants
C7 - County

https://www.bpn.gov/CCRSearch/detail.aspx

Page 1 of 3

03/12/2012



CCR Search Results - Page2o0f3

DISASTER RESPONSE INFORMATION

Bonding Levels

Construction Bonding
Level, Per Contract
(dollars):

Construction Bonding
Level, Aggregate
(dollars):

Service Bonding Level,
Per Contract (dollars):

Service Bonding Level,
Aggregate (dollars):

Geographic Areas Served
No geographic areas specified

GOODS / SERVICES .

North American Industry Classification System (NAICS)

921190 - Other General Government Support

922110 - Courts

922140 - Correctional Institutions

922190 - Other Justice, Public Order, and Safety Activities

Product Service Codes (PSC)

Federal Supply Classification (FSC)

SMALL BUSINESS TYPES

SDB, 8A and HubZone certifications come from the Small Business Administration and are not editable by
CCR vendors.

Business Types Expiration Date

North American Industry Classification System (NAICS)

The small business size status is derived from the receipts, number of employees, assets, barrels of oil,
and/or megawatt hours entered by the vendor during the registration process.

NAICS Description Small Emerging Small
Code Business Business
921190 Other General Government Support No No
922110 Courts No No
922140 Correctional Institutions No No
922190 Other Justice, Public Order, and Safety Activities No No

CCR POINTS OF CONTACT

https://www.bpn.gov/CCRSearch/detail.aspx | 03/12/2012



CCR Search Results

Government Business Primary POC
Name: SUSAN T. YEATS

'Address Line 1: BEXAR COUNTY AUDITOR

Address Line 2: 101 WEST NUEVA ST. SUITE
800

City: SAN ANTONIO
State: TX
Foreign Province:
Zip/Postal Code: 78205-3445
Country: USA

U.S. Phone: 210-335-2301

Non-U.S. Phone:
Fax: 210-335-2996

Past Performance Primary POC
Name: '

Address Line 1:
Address Line 2:
City:

State:

Foreign Province:
Zip/Postal Code:
Country:

U.S. Phone:
Non-U.S. Phone:
Fax:

Electronic Business Primary POC
Name: LEO CALDERA

Address Line 1: ASSISTANT COUNTY AUDITOR
Address Line 2;: 101 W NUEVA ST. SUITE 800
City: SAN ANTONIO
State: TX
Foreign Province:
Zip/Postal Code: 78205-3445
Country: USA
U.S. Phone: 210-335-2550
Non-U.S. Phone: '
Fax: 210-335-2996

https://www.bpn.gov/CCRSearch/detail .aspx

Page 3 of 3

Government Business Alternate POC

Name:

Address Line 1:
Address Line 2:

City:

State:

Foreign Province:
Zip/Postal Code:
Country:

U.S. Phone:
Non-U.S. Phone:

' Fax:

LEO CALDERA

FIRST ASSISTANT COUNTY
AUDITOR

101 W. NUEVA ST, SUITE 800 -

SAN ANTONIO
D :

78205-3445
USA
210-335-2550

210-335-2996

"Past Performance Alternate POC

Name:

Address Line 1:
Address Line 2:
City:

State:

" Foreign Province:

Zip/Postal Code:
Country:

U.S. Phone:
Non-U.S. Phone:
Fax:

Electronic Business Alternate POC

Name:

Address Line 1;
Address Line 2:
City'.

State:

Foreign Province:
Zip/Postal Code:
Country:

U.S. Phone:
Non-U.S. Phone:
Fax:

SUSAN T. YEATTS
101 W NUEVA ST SUITE 800

SAN ANTONIO
TX

78205-3445
USA
210-335-2434

210-335-2996

03/12/2012



12.217 - Electronic Absentee Systems for Elections - CFDA: Programs Page 1 of 4

Electronic Absentee Systems for Elections

-ﬁ\ '\ EASE Grants
Number 12217
Qffica: Federal Voting Assietance Program
PROGRAM INFORMATION

Authorization (040):

10 U.S,C. 2358

42 USC 1973ff et al

42 USC 1973gg et al

10 USC 1566

10 USC 1566z

PL 107-107, sec 1804, as amended by PL 108-375, Sec 567(a)

PL 107-107, sec 1804, as amended by PL 108-375, Sec 567(b)

NDAA 2010 Sec 589, Executive Order Executive Order 12642, 10 U.S.C 2358

Objectives (050):

The objective of these activities will be to:

1.Establish and ensure successful, sustainable and affordable electronic tools that will improve voting systems for
voters protected by the Uniformed and Overseas Cilizens Absentee Voting Act (UOCAVAYL

2.Increase the percentage of Haliots successfully relurned by UOCAVA voters 10 be aither equal to, or greater
than the perceniage of baliots returned by *-ie general voling population.

3 Collect and amalyze data t¢ increzse effectiveness of absantee voling procedures and systems.

4 Estabiisn anc maintain 2 oipeiine of ideas. techniques and best practicas of Election Officials and their services
for UOCAVA voters.

Types of Assistance (060):

Proiect Grants

Uses and Use Restrictions (070}

Develop innovative electronic election systems tools that will reduce impediments faced by UOCAVA voters.

Eligibility Requirements (080)
Applicant Eligibility (081):
Applicants are encouraged to devclop innovative approaches that utiize their unigue assets. capabitities.

locations, and personnel.

Beneficiary Eligibility (082):

htips://www.cfda.gov/index?s=program&mode=form&id=cec51¢62a39015¢022(4145dda... 04/11/2011



12217 - Electronic Absentee Systems for Elections - CFDA: Programs Pane 2 0f 4

The amount and period of performance of each selected proposal may vary depending on the research area and
the lechnical approach to be pursued by tha selected offeror

Credentials/Documentation (083):

Costs will be delermined in accordance to applicable regulations, applicable cost principles and appropriated OMB
guidance (such OMB Circular A-87 for State, Local, and Indian Tribal Governments). Applicants may be reguired
to demonstrate that they have the appropriate background, training, experience, and /or equipment to carry out the
purposes of the assistance OMB Circular No. A-87 applies to this program.

Application and Award Process (000)

Proapplication Coordination (081}:
Preapplication coordination is not applicable. Environmental impact information is not required for this program.
This program is excluded frons coverage under E.O. 12372

atehr )]

Applicztion Procaduras (022
OMB Circular No. A-102 applies to this program. This pregram is excluded from coverage under OMB Circular No.
A-110

Awnard Procedurs (022}

Award decisions will be hased on a competitive seiection of proposals based on a scientific, technical,
management a1d cost review. Evaluations will be conducted using the following evaluation criteria; number of
UOCAVA volers served, sustainability, innovatien, scalability, approach. The Government will evaluate options for
award purposes by adding the total cost for all options to the total cost for the basic requirement. Evaluation of
options will not obligate the Government o exercise the options during grant perforrance

Deadlines {094):

Not Apglicable.

Range of Approval/Dizapproval Time (095):
From 60 to 90 days. Although DoD will attempt {o make award decisions with in sixty (0) to ninety (90) days,;
aclual approval time may vary and depend in part on how quick!ly DoD obtains the required information and forms.

Appeals (098):
Not Applicable.

Renewals [0S7}):
Not Applicable

Assistance Consideration (100)

Formula and Matching Pequirements (101):
Statutory fermulas are not applicable 1o this program.
This program has no matching requirements.

This program does nol have MOE requirements.

Lendath and Time Phasing of Assistance (102):
The terms of the assistance shall be determined at time of award. The tength and time-phasing of the assistance
will be stated in the assistance instrument and appropriately limited by the lawful availability of funds. See the

https:/Awvww, elda.gov/index ?s=program&mode ~form&id-cecS 16223901 5¢022[4145dda... 0471172011
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following for information on how assistance is awarded/released:. See the following for imformation on how
assistance is awarded/released: Mutually agreeable schedule for release of funds.

Post Assistance Reaquiremants (110)

Reports (111):
Final repont. SF-425. Programmalic interim repoct
Data coltection points reports. No expenditure reports are required. No performance monitoring 8 required.

Audits (112):

In accordance with the provisions of OMB Circular No A-133 (Revised, June 27, 2003), "Audits of States, Local
Governmenls. and Non-Profil Organizations.” nonfederal entities that expend financial assistance of $500.000 or
more in Federal awards will have a single or a program-specific audit conducied for that year. Nonfederal entilies
that expend less than $500,000 a year in Federat awards are exempt from Federal audit requirements for that
year, except as noted in Circular No. A-133. none

Records (113):

The Comptroller General of the United States or a duly authorized representative from the General Accounting
Oftice shall, unul 3 yezrs after final payment under this grant have access to and right to examine any of the
recipient's directly pertinent books, documents, papéers. or other records involving transactions related 1o this
granl,

I Tet

Financial Information 11200

Account ldentification (121):
97-0400-7-3-010.

Obligations (122):
(Project Grants) FY 10 Not Available(Exp: First year grant), 7Y 11 $3,000.000; FY 12 $1,000.000

Range and Average of Financial Assistance (123):

No Data Avaitable.

Pragram Accomplishmants (130%
Not Applicable.

Reqgulations. Guidelines. and Literature (140):

DoD Grant and Agreement Regulations and applicable OMB Circulars

fnformation Confacts {(150)

Regional or Local Officz (151) :
None.

Headquarters Office (152):
Kortnee R. Stewart 1155 Defense Pentagon RPN 12063 , Washington, District of Columbia 20301 Email:

-

hips:/www.elda.gov/index?s=program&mode=form&id- cec51¢62a39015c022{4145dda... 04/11/201 1
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Website Addrass (153):
hitp:/Awww fuvap gov

Relzted Programs (180):
Not Applicable.

Examples ¢f Funded Projects {170):
Nol Applicable.

Criteria for Selecting Proposals (18Q):

Proposals should identify programs and methods that will be used to foster and develop preducts 1o lessen the
impediments that exist for the UOCAVA voler. Award decisions will be founded on a competitive selection of
proposals that are based on scienlific, lechnical, management and cost review as well as relevance and
contrioutions as they relate to FVAP's specific EASE Grant Program goals.

hitps://www.clda.goviindex?s=program&mode  formdeid=cecS51¢62a39015¢0221H 145dda... 041172011



DELEGATION LETTER OFi  T-AWARD ADMINISTRATION — FEDERAL ASSISTANCE INSTRUMENTS

1. TO (Administrative Grants Office): _ 2. FROM (DHRA Grants Office):
DCMA Dallas Defense Human Resources Activity
600 N, Pearl Street, Suite 1630 ) 4800 Mark Center Drive, Suite 07G12
Dallas, TX 75201-2843 . Alexandria, VA 22350-1300
3. NAME AND ADDRESS OF RECIPIENT 4a, AWARD NUMBER 5a. FACE VALUE
. ' H98210-12-1-0019 $466,939.00
County of Bexar 4b. AWARD DATE Sb., COST SHARE
300 Dolorosa, Suite 800 ' 16 December 2011 []1YEs X NO
San Antonio, TX 78205-3053 '
: 6. INSTRUMENT TYPE 7. COMPLETION DATE
POC: Dr. Allen Castro . Grant 30 November 2016

(210) 335-0305

8. AUTHORITY AND AWARD OBJECTIVES (Describe briefly) _
Authority: 10 U.S.C. 2358. a public purpose of support by improving the voting experience of UOCAVA voters, reduce voting
impediments faced by them, and stimulate the development of innovative approaches to absentee voting by UOCAVA voters.

9. You are hereby authorized to act as my representative in the administration of this Federal Assistance instrument, The
functions delegated to you for administration are those listed in 32 CFR 22.715.

10. You are further authorized, within the limits of the award, to re-delegate the functions delegated to you by paragraph 9
above, unless re-delegation authority is specifically withheld. Any re-delegation of functions to be performed will be directed
to the DHRA Grants Officer listed below. '

11. You are requested to provide the DHRA. Grants Officer with copies of all communications relating to the administration
of the award that you consider significant.

12. Please acknowledge acceptance of this delegation by returning one (1) signed copy within 5 work days of receipt to the
DHRA Grants Officer. ' '

13. TYPED NAME OF GRANTS OFFICER 15. DATE SIGNED

ROBERT J. LAVELLE 14 Dee-R2T)—
16. DCC-W PERSONNEL TO CONTACT WHEN NECESSARY:
Contact Name/Function Telephone FAX E-Mail Address
Robert J. Lavelle/Grants Officer (571) 372-2614 (571) 372-2599 Bob.LaveI]e@osd.pen.t'agon.mil

17. ACKNOWLEDGEMENT OF RECEIPT OF DELEGATION:

NAME: TITLE:

TELEPHONE: - FAXNO:

E-MAIL:




STANDARD INSTRUCTIONS: In addition to the procedures of 32 CFR 31.3, administrative requirements for grants and
cooperative agreements are specified in the following DoD Grant and Agreement Regulations:

Standard administrative requirements for grants and cooperative agreements are specified by:

- APPLICABLE TO
THIS INSTRUMENT 32 CFR (DoD Grant and Agreement Regulations, DoD 3210.6-R)
O 32 CFR 32, the DoD implementation of OMB Circular A-110, for grants and cooperative agree
ments performed by domestic institutions of higher education and nonprofit organizations.
L] 32 CFR 32, to the maximum extent practicable, for grants and cooperative agreements with foreign
recipients.
32 CFR 33, the DoD implementation of OMB Circular A-102, for grants and ccoperative agrée-
ments performed by State and local governments.
|:| 32 CFR 34, for commercial organizations.
L] 32 CFR 37, for special requirements as specified, to administer cooperative agreements under the

authority of 10 U, S. C. 2371.

The delegated functions and the special mstrucuons provnded in this delegation apply only to the extent that they are applica-
ble under the terms and conditions of the award instrument. Nothing in this delegation is intended to supersede or to provide
direction outside the award provisions.

The DHRA Grants Officer hereby request that your office pérform a post-award conference and provide DITRA with the mi-
nutes of the conference. The DHRA Grants Officer is unable to attend, but may be contacted via telephone during the post-
award conference, if necessary.

Ifitis believed that there is any conflict between this delegation and the award provisions, the Delegating Grants Officer: iden-
tified on the Letter of Delegation should be notified immediately.



OMB Number: 4040-0004
Expiration Date: 01/31/2009

Application for Federal Assistance SF-424 Version 02
“1. Type of Submission: "2. Type of Application  *f Revision, select appropriate latier(s)

] Preapplication O New B. Decrease Award C. Increase Duration

[ Application [] Continuation *Other (Specify)

Changed/Corrected Application Revision

3. Date Receaived; 4. Applicant Identifier:

11/07/2011 '

5a. Federal Entity |dentifier: *5b. Federal Award Identifier:
State Use Only:

6. Date Received by Stale; 7. State Application ldentifier:

8. APPLICANT INFORMATION:

*a. Legal Name: Bexar County Commissioners Court

*b. Employer/Taxpayer Identification Number (EIN/TINY: *c. Organizational DUNS:

d. Address:

“Street 1: 101 W. Nueva, 10" Floor
Strest 2:

“City: San Antonio
County: Qeia_

*State: Texas
Province:

“Country: USA

*Zip f Poélal Code 78204-1024

e. Organizational Unit:

Departrnent Name: Division Name:
Bexar County Budget Office Grants Management

f. Name and contact information of person to be contacted on matters involving this application:

Prefix: Dr. “First Name:  Allen
Middle Name:

*Last Name: Castro

Suffix; Ph.0.

Title: Program and Policy Development Manager

Organizational Affiliation:
Bexar County Budget Office

*Telephone Number: (210) 335-0744 Fax Number: [210) 335-2683.

*Email: "acastro@bexar.org




OMB Number: 4040-0004
Expiration Date: 01/31/2009

Application for Federal Asslstance SF-424

Version 02

*9, Type of Applicant 1: Select Applicant Type:
B.County Government '
Type of Appiicant 2: Select Applicant Type:

Type of Applicant 3: Select Applicant Type:

*Other (Specify)

*10 Name of Federal Agency:
Department of Defense (DoD)

11, Catalog of Federal Domestic Assistance Number:
12.217

CFDA Title:
Federal Voting Assistance Program

*12 Funding Opportunity Number:
H98210-BAA-11-0001

*Title:

13. Competition Identification Number:

Title:

14. Areas Affected by Project {Clties, Counties, States, etc.):

Bexar County (includes the City of San Anton'io), Texas

*15. Descriptive Title of Applicant’s Project:

The Bexar County Electronic Absentee Systems for Elections (BCEASE) Project




OMB Number: 4040-0004
Expiration Date: 01/31/2009

Application for Federal Assistance SF-424 Version 02

16. Congressional Districts Of:

. Applicant: TX-020 ' _ ' *b. Program/Project; TX-020, 021, 023, 028

L]

Q

17. Proposed Project: .
. Start Date: 12/01/2011 - *b. End Date: 11/30/2016

V]

18. Estimated Funding ($):

*a. Federal 466938
*b. Applicant 0
*c. State '

0
*d. Local

0
"e. Other
*f. Program Income 0
*g. TOTAL 466939

*19. Is Application Subject to Review By State Under Executive Order 12372 Process? _
.1 a. This application was made available to the State under the Executive Order 12372 Process for reviewon ___
b. Program is subject to E.O. 12372 but has not been selected by the State for review.

O e Prograrh is not covered by E. O. 12372

*20. Is the Applicant Delinquent On Any Federal Debt? (If “Yes”, provide explanation.)
] Yes X No

21. *By signing this application, | certify (1) to the statements contained in the list of certifications** and (2) that the statements
herein are true, complete and accurate to the best of my knowledge. | also provide the required assurances™ and agree to comply
with any resulting terms if | accept an award. | am aware that any false, fictitious, or fraudulent statements or claims may subject
me to criminal, civil, or administrative penalties. (U. S. Code, Title 218, Section 1001)

X * | AGREE

** The list of certifications and assurances, or an inlernet site where you may obtain this list, is contained in the announcement or
agency specific instructions

Authorized Representative:

Préﬁx: Honorable ' *First Name: Nelson
Middle Name:  William '

*Last Name: Wolff

Sudfix: J.D.

*Title: Bexar County Judge

*Telephone Number: (210) 335-2626 Fax Number: (210)-335-2926

* Email: nwolﬁ@bexar.érg

*Signature of Authorized Representative: _ : _ ’.‘Date Signed:

Authorized for Local Reproduction ' : Standard Form 424 (Revised 10/2003)

Prescribed by OMB Circular A-102




OMB Number: 4040-0004
Expiration Date: 01/31/2009

Application for Federal Assistance SF-424

Version 02

*Applicant Federal Debt Delinquency Explanation
The following should contain an explanation if the Applicant organization is delinquent of any Federal Debt.
n/a ‘ '




INSTRUCTIONS FOR THE SF- 424

Pulblic reparting burden far this cellecdion of infurmation is esiimabed {0 average 80 minules per vesponse, including time for redewing instracGions, searching
existing dalia saurpes, gathering and maintaming the dafa needed. and completing and revieving te colleclion of informatzom. Send comanents regarding the
burden esfimale or any other aspect of this collesticn of infanmation, iscluding suggestions for rerucing ihis burden, to ke Office of Management and Budget,
Paperwork Reduetion Project (0348-0043%, Washington, 0iC 20608

PLEASE RO ROT RETURN ¥GUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDSET. SEND 1T TO THE ADDRESS PROVIDED
BY THE SPONSORIKSG AGENCY.

This i3 2 stsedard fovm (incioding the connation shes) reqnived for nsz as a cover shest for subnaission of preapplications sod spplications and
related fuformation under discrexionary programs. Scene of fhe iveans sve requited and some ave optionel at the discretisn of the xpplicsat of the Fedesal
agency (agancy’y. Reqmined ftems. are idenfified with av asterisk oo the form and are specified ju the insnictions bedow. T addition to ke matnuctions.
provided below, applicanty myest consule 8 2ency Mmemsotons 1o determing specific pegmirements.

ke | Entrye e | Entry

1 Type of Submission: (Requaed): Selecl one type of submission in 1. | Wame OF Federal Agency: {Required) Enter the aame of the
accordance withy apency msiuciions. Faderal agency fromi which assislance is being requeshad with
= Freapphcation Hhis: application. '

s Apphication

~  Changed/Comected Application - |f requesied by the agenoy, check | 1. | Catalag Of Federal Domestic Rzsistance Number Title:
if {his submission is to change pr carrect a presicushy submitied Enfer the Catalog of Federat Domestic Assistance nunier and
applicalion. Unless requested by the agency, apphoanis may nod title of $he peogram undier which assisiance |s raguesterl, as
use ihis Yo submit changes after the closing date. found in the prugram amnouncement, if applicable.
2. Type of Application: {Reguired}| Select ona iype of application in 12, | Funding Opportunity NumbesTitle: {Fequired) Enter the
axcordanoe with agensy instruclions, FundingCpporiunity Nember and fifle of the epparunily under
= Mew - An application that ks being submitted to o agency for fhe which assistance is requested, as found in the program
first Gime. apnisuneament.

»  Continuation - An esdfanision for an addttional fundingbudged peried [ 13, | Campelifion Identification NumbenTile: Ender the
for a project with a projected completion: date. This can ingutle Competition [deniification Number and tifke of llve oumpatition
renawals. under which assistance is reguesied, | appicable.

»  Revision - &y change in ihe Federal Govemmient's: finanedal
obkgatiom or comlingent liability fronn an exisling obligadon. if a
revision, enter the appropriale tetier(s). ore thao one may he i I _ -
seletled. i "CHher” is selechzd, please speciy in text hay provided. 4. Areas Arecied By Project: List the areas or enlities. using
& increase Kvard 8. Decraase Sward the categories j2.g., cilles, sounties, stales, eln.) specifled.in
Q. increase Dwration D, Decrease Duraton ageuncy instrsctions. Use the contineation sheed o emer -
E. Citiver {specify) addifional areas, if needed.

3. Daie Received: Leave thio fiald blamk. This date wilkbe assignedby e | 5. | Gescriptive Title of Applicant’s Project: (Required) Exdera
Federa! agency. - trief descriptive tifle: of the prajec!. ifapproprizle, altach a

mRp shawing project lacation ¢e.g.. cunstaaction or reat

4. Applicant [danttfier: Enter the endfty iderdiier assigmed by the: Fedaral property projecish. For preappiications, atfach a sursmary
agency, & any, o appicant's comitralnumber, if applicatile. desesiplion of ive project.

Ba Federal Entity tdentifier: Enter the number assigned to your 1% | Comgressional Districks OfF (Re:gumed‘i 18a. Enter the
organization fry the: Faderal Agesicy. if any. applicant’s Gongressional Disiriot, amd 106, Emter all Dfsinml(s)

fb. | Federad Awzrd Identifier: For newt applicatons leave blank Fora affacked by theprogram or projsel. Enter in e format 2
rontinuation o resision to an existing award, ender the presiousty characters State Abteeviation - 3 characters. District Numver,
assigned Federal award Idznifies nember. i 3 changedioomectes &.g., CA-085 for Californla 57 distdct, TA-DRS for Calforniz 13
application, snter the Faderal Ydenifiarin ammrdamce with agency district, NG-103 for Morth Oarolina’s 103" district.
imstructions. v Fa@ oongressional distrots in @ slate are affected, enler

8. Date Received by State: Leave this ficld blank. This i vl be “all” for the distict number, eg., MT-all for 3
assigned by e Siale, if appicable. sengressiorak districts i Maryland.

T State Application Mentifier: Leave ihis field Glant. This idemli Efvwﬂﬂ v W matiorwide, ie. s districts within a states are afferted,
be assigred by the Skate, if applicable. entar US-al

Ifihe progmmiproes is outside the US, enter 0G-D&D.

2 Applicant Informatior: Erter the falluwmg #n acoordance with agency
instrucliens:

a. Legal Kame: (Required): Entes 4hie fogal name of applicant that will 17. Propesed Project S{art and End Dates: (Required) Enter the
ﬂndertaﬂoe the asssiznce activity. This is the mame that fhe cngarizafion propased sfart dale and end dabe of the mmject.
a5 rejjistered withs the Central Confractor Regising. Infwmahm am:

isbering wih COR may be obtained by visiting fhe: Brantsigow website:
b. Employed Taxpayer Number [EIRMEMN]: [Reguired)c Entar the
Empdoyer or Taxpases idendfcation Mumber (EIN or TIM) as-assignedity | 13, | Estimated Funding: {Required) Entler the anvount requested
the infema! Revenwe Bervine. If your organizatics is net in the US, anter or to be contriuded during the first funding/budge! period by
444444424, each somtributior. Value of in-kind centributions should be
¢. Drganizational DUMS: (Riequired) Entarihe organization's DUNS or included on approprisie fnes, @5 applicabile. IF the actios wilt
DS+ number reseived from Dun and Sradsérecl. Infsrmation on nesult in a doliar change o an existing swad, mdicate only the
obtaimng a DUNE aumber nizy be obtained by visiting the Grants_goe amaund of the chamge. For decreases, endose the amounts o
website. ‘ parentheses.
d. Adidress: Enfler the complele address: as folloves: Sireet adduess {Line _
1 requized ), Gaty {Required]), County, State (Required, i country is B3], 1a. b Euhient i e - Exeouive
Provinge, Coumhy {Required), Zip/Posial Code (Rigquived, f country is 19 g'ggf;';;%u‘ mﬁfggti‘fﬁaﬁfm; w,':;:;rme State:
Usk Single Paint of Gontact (SPOE) fos Pederal Executive Order
e. Organizafional Unit- Enler the-name of ihe prinvary arganizational 13372 o Feternine wheliher the axplicalion 1 subject to the
urdt (and/depatment or division, ¥ appheabée) that will underdaks the . : :




azsictanoae activily, i applizabie.

f. Mame and contact infermation of person to be contactied on
matters ipvrolying this application: Enfer e name {First and last mame
required}, prganizaional affilkation (if affated vith an orgarzalion other

State imengovernmentz! review process. Saized the
appropriata bow, |F "2 is selactad, enter the dale the
appicalion kas subintbed 1o the Siate

ihan the appbrant pogonization), ielephone rember (Remguired), fax 20, | 15 the Applicant Definguent on any Federal Diekt?
numdver, and emad addness | Rezuired) af ihe percon i sortact en (Required} Select thie sgpropriate box, This questisn appdies o
makers related to-ihis application. ‘the spplicant oganizston, nod the persor who signs as ihe
avihorizad representative. Categones of debi inglude
deffmguent audit disafruances, loans and taxes.,
i yos, finclude an explanalion on the conlinyalicn shest.
Type of Bppkcant: (Required] 21. | Anthorized Represenlative: [Recuized) To be signediand
Selarcd up in fhree applizant typels)n sccodance with agency dJafed Ly the authoreed representalive of the applicant
imsdruczlions. organizafion. Enker the riarme {First and laed niama requined)
A,  Staby Governmend B MNonproBl with S04CT RS Hille (Required}, telephone number {Riexquired, fax pumber,
5. CounlpGrvemmenl Btxlee (S than Instiution ared srmail siddress (Reguired) of ine person sulhorized to sign
€.  City or Towmship Gievarmment of Higher Educatinn) ‘for the applicant.
0. Special Dislidct Gevemment, B, Momprofitwithaul 5USCS IRS #ocopy of e geveming body's sudhorizabizn fer you 1o sign
E. Regioral Orpanization Stanes (Cither than Insiilotion ihis appiiealion s e officisl mpresemstative masi e on fe in.
F. S Temiloryor Possession ~ of Higher Edwcadice) ¥hie applicant’s office. j0ertain Federal agencies may reguire
G.  Independest Sohood Diglrict Q.  Private skibudion of Migher fhal this authonization be submiled as part of the applization}
H.  Pubfie/Stzie Canjrollad Ethugation
Insdiberfioe of Higher Education | . Bradfui dual
. IedianMafive Snterican Trbal | G For-Profi Drganization
Govermen! {Federafly {Cltfser Ykay Smeall Business)
Rerognized) R. Small Business
J. Wndianfistiee Ametivan Tribal | 5. Hiapande-sening inciifution
Govemment {0fher duam T. Historically Bladk Colleges
Federakty Recognized) and Universities {HBCUs)
Y. [InttandNative drmedean i Tnbaily Conteolied Dalleiges
Tribaly Designizted and Unfuensities { TG CALs)
Drpanizaiion: W, Alaska Mative and Mative
L. Pullicingian Housing Havraiian Sening Mmstilations
Aughonity W. Rondomestic (non-US)
Ertily ‘
X Other (specify)




BUDGET INFORMATION Non-Constructlon Programs | OMB Approval N?- 0“'_345‘0044'

Grant Progr.am Céiéi&g olf Flzederaf . . N . Budas
Function Domestic Assistance Estimated Unobligated Funds ew or Revised Budgét
or Activily Number Federal Non-Federal Federal Non-Federal Total
{a) ' (b) {c) (d) (e) () (@)
1.FVAP 12.217 $ 3 ¥ a66,930.00 |° 3 466,939.00
2. : _ 0.00
3. _ ' 0.00|
4. ' _ 0.00
5. Totals $ o008 0.00 ¥ 466,939.00 $ 0.00 |® 466,939.00
] -“ T liii o :" E[J !"il]: E"_‘ 1 1& [ET: 1“:_-.J§:‘.‘|'I:;Ei'f I"':_:I_'ﬂ EE‘_:" e i PP e . 1-; ._1- :5:1 erlr :ﬁ' iy
6. Object Clase Categories GRANT P‘ROORAM FUNCTION OR AGTIVITY
(1 FVAP (2) (%)

a. Perscnnel $ 0.00 $ $ $

b. Fringe Benefits 0.00 ' 0.00

c. Travel 0.00 ' . 0.00

d. Equipment ‘ . 000

e. Supplies : 0.00

f. Contractual 453,139.00 \ ‘ 453,139.00

g. Construction : 0_00

h. Other 13,800.00| . ‘ ) : 13,800.00

i. Total Direct Charges (sum of 6a-6h) 466,339.00 0.00 0.00 0.00 466,939.00

|- Indirect Charges : . 0.00

, $ 5 $ $ $

k. TOTALS (sum of 6f and ) 466,939.00 0.00 0.00 0.00 ~ 466,939.00

7. Program Income $ ' L 3 $ 5 0.00
Authori.zed for Local Reproductfon . Standerd Form 4244 (Rev. 7-97)

Previcus Edition Usabla . Prescrlbed by OMB Civeular A-102



¥ Pr——
ey e b e 555 ] SRR ""..-" T _r_r-_: ﬂ----:-__-.-: -:1 ..--.-._.-.-.-u‘

Ch o (a) Granl Program ' — i (b) Aﬁpliéanl =~ {c) State ' (d) Cither Sources (e) TOTALS

B. nfa 3 0.00 |3 0.00 |$ 0.00 |3 0.00
9. ' 0.00
0. 0.00
1. - 0.00

12. TOTAL (sum of lines 8-11)

st Quarter 2nd Quarter 3rd Quarter 4th Quarter
13. Federal ) .
$ 468,939.00 (% 116,734.75 |§ 16,734.75 |§ 118,734.75 |8 116,734.75
14. Non-Federal 0.00 0.60 0.00 0.00 0.00
15. TOTAL (sum af.-';‘nes 13 and 14) - ) I 466,932.00 ($ 116,734.75 |% 116,734.75 |$ 116,734.75 |$ 116,734.75
M r\u.;— i 41. |,.1 AT R i redeesf A EA i AR, l-., ‘.‘,..q-;:hﬂ""' TEre T PR r’:ﬂﬁ?ﬁ?_ s E:'\- -.-I!'_r::
L :-;.: .-Lnu. a\n]F‘ﬂu’B Dﬁﬁ‘\;mmg&g@rm §“.-H!:, i _ﬁ‘ Il !ku%se Ahnﬂfﬂ?ﬂ;&fﬁa e b R H'un- I-'.:':-;1::-{'\:~:--“-J :--;.'—'F:JM
{a) Grant Pragram FUTURE FUNDING F‘ERIODS (Years)
' {0 First (c) Second (d) Third {&) Fourth
16.n/a , 3 000 (% 0.00 |$ 0.00 |3 T 0.00
17.
18,
19.

21. D1rectChargssw i TRwS e 12z, 1r|d|rectu'|arges

23. Remarks:

Authorized for Local Reproduction ' Standard Form 424A (Rev. 7-97) Page 2



COUNTY JUDGE

PAUL ELIZONDG TOWER
101 W. NUEVA STREET, SUITE 1019
SAN ANTONIG, TEXAS 78205-3482
(210) 335-2626 = FAX {210) 335-2926
Email - nwolfl@bexarorg

November 3, 2011

Mr. Robert {Bob) Lavelle

Grants Officer

Defense Human Resources Activity (DHRA)
4800 Mark Center Drive, Suite 07G12
Alexandria, Virginia 22350-1300

Dear Mr. Lavelle,

Pursuant to your conference call on Thursday morning, November 3, 2011, with Ms. Jacque Callanen and
Dr. Allen Castro, ] am writing you this letter to clarify three issues related to our grant application tor the
Bexar County Electronic Absentee Systems for Elections (EASE).

First, the electronic return of voted ballots in an actual election will not be funded through this grant. This
is not an approved method of returning ballots in the State of Texas. Second, we are amenable to
extending the grant reporting term through 2016 given that we would like to procure a five year license
subscription and support maintenance for this initiative. Third, we will remove the $7,388 in travel and
training from the proposed budget and submit a revised budget without this funding request in a Standard
Form 424 and 424A.

Thank you for your interest in funding our proposal. We look forward to addressing any and all concerns
you may have as you deliberate this grant award. Should you have any questions, you can contact Dr.
Allen Castro at (210) 335-0744 or acastroiehexar.org or Ms. Jacque Callanen at (210) 335-0305 or
Tecallanenudbexar.org,




OMB Number: 4040-0003
Expiration Date: 7/30/2011

Key Contacts Form

* Applicant Organization Name:

|1'-.'/.—>:'.?_-’ County Commissicners Court

Enter the individual's role on the project (e.g., project manager, fiscal contact).

* Contact 1 Project Role: ]E—e:xar County Elestions Administrator

Prefix: Mr.

" First Name: [Jacquelyn

Middle Name: [
" Last Name: Ir:a} Lanen
Suffix: |
Title: |Bexar County Elections Administrator

Organizational Affiliation:

Bexar County Elections Department

" Streett: |203 W. Nuava |
Street2: | |

* City: |San Antonio |

County: Bexar

" State: TY.: Texas

Province: | |

" Country: | USA: UNITED STATES |
" Zip/ Postal Code: 75207 |
* Telephone Number: |?1 0-3365-6683 |

Fax: t 10-335-0371 |

" Email: |: callanenBbexar.org

Tracking Number:GRANT 10503342 Funding Opportunity Nomber:H98210-BAA-11-0001 Received Date:2011-06-24T11:21:19-04:00



OMB Number: 4040-0003
Expiration Date: 7/30/2011

* Applicant Organization Name:

Key Contacts Form

|1'-.'/.—>:'.?_-’ County Commissicners Court |

Enter the individual's role on the project (e.g., project manager, fiscal contact).

" Contact 2 Project Role: |Strategy and Performance Plarner |

Prefix:

Dr.

" First Name:

Allen

Middle Name:l

" Last Name: ICasr.ro

Suffix: |

Ph.D.

Title: |Strategy and Performance Planner

Organizational Affiliation:

Bexar County Department of Community Resources

" Street1:
Street2:

* City:
County:

" State:
Province:

" Country:

Fax:

233 North FPecos, Suite 520 |

San Antonio |

Bexar

TY: Texas

USA: UNITED ATES |

w0
1

* Zip / Postal Cade: L 207 |

* Telephone Number: |?1 0-335-074 4 |

aca

"Emaillysast rodberar. org

Tracking Number:GRANT 10503342 Funding Opportunity Nomber:H98210-BAA-11-0001 Received Date:2011-06-24T11:21:19-04:00



OMB Number: 4040-0004
Expiration Date: 03/31/2012

Application for Federal Assistance SF-424

" 1. Type of Submission: * 2. Type of Application: * If Revision, select appropriale letier(s):
[[] Preapplication X New |
X] Application [ ] Continuation * Other (Specify):

[[] changediCorrected Application | [ Revision |

* 3. Date Received: 4. Applicant Identifier:

|os/24r2011 | |

5a. Federal Entity ldentifier:

5b. Federal Award ldentifier:

State Use Only:

&. Date Received by State: |:| 7. State Application ldentifier: |

8. APPLICANT INFORMATION:

" a. Legal Name: [E:G:-:Ei: County Commissioners Court

* b. Employet/Taxpayer ldentification Number (EIN/TIN).

* ¢. Organizational DUNS:

CIOHE. |

CountyParish:  [aexar

d. Address:

* Streett: |101 West Nueva, 10ch Floor |
Street2: | |

* City: |San Antonio

" State: | TX: Texas |
Province: | |
“ Country: | USA: UNITED STATES |

“Zip / Postal Code: [18204-1024

e. Organizational Unit:

Depanment Name:

Division Name:

Community Resocurces |

|Gféﬁﬁ£ Management

f. Name and contact information of person to be contacted on matters involving this application:

Prefix: |D1‘ . | " First Nams:

Middle Name: |

* Last Name: |Cast ro

Suffix: |Ph. o |

Title: |§‘:.!.‘:-:!-_-:-.-;y and Performance Flanner

Organizational Affiliation:

|I‘.'-':°3:,artment of Community Rescurces

* Telephone Number: 1-335-0744

Fax Number: [210-235-67 48

° Email: |a castro@bexsr.org

Tracking Number:GRANT 10503342

Funding Opportunity Nomber:H98210-BAA-11-0001 Received Date:2011-06-24T11:21:19-04:00




Application for Federal Assistance SF-424

~ 9. Type of Applicant 1: Select Applicant Type:

|E: County Government |

Type of Applicant 2: Select Applicant Type:

Type of Applicant 3: Select Applicant Type:

“ Other {specify):

“ 10. Name of Federal Agency:

|Department nf Pefense

11. Catalog of Federal Domestic Assistance Number:

[

CFDA Title:

Electronic Absentee Systems for Elections

“ 12. Funding Opportunity Number:

H98210-EAR-11-0001

¥ Title:

Federal Voting Assistance Program

13. Competition ldentification Number:

Title:

14. Areas Affected by Project (Cities, Counties, States, etc.):

Rreas Affected by Funding.doc Add Attachment Delete Attachment View Attachment

~ 15. Descriptive Title of Applicant's Project:

Bexar County EASE Froject

Attach supporting documents as specified in agency instructions.

Add Attachments Delete Attachments View Attachments J

- Tracking Number:GRANT 10903842 Funding Opportunity Nomber:H98210-BAA-11-0001 Received Date:2011-06-24T11:21:19-04:00



Application for Federal Assistance SF424

16. Congressional Districts Of;

*a. Applicant

6. Program/Project

Aniach an additional list of Program/Project Congressional Districts if needed.

Congressional Districts of Projsct.doc Add Attachment Delete Attachment | View Attachment ]

17. Proposed Project:

*a.Stan Date: [10/01/2011 * b. End Date:

18. Estimated Funding (S):

“f. Program Income

* a. Federal | 474,323 oo|
“b. Applicant | 0. 00|
‘ ¢. State | ..... 10
* d. Local | 0. 00|
* 6. Other | 0.00]
|
|

' g. TOTAL 474,327, -:.:-,-|

~ 19. Is Application Subject to Review 8y State Under Executive Order 12372 Process?

|:| a. This application was made available to the State under the Executive Order 12372 Process for review on |:|
@ b. Program is subject to E.0. 12372 but has not been selected by the State for review.

|:| ¢. Program is not covered by E.O. 12372.

~ 20. Is the Applicant Delinquent On Any Federal Debt? (If "Yes," provide explanation in attachment.)

[]es X No

If "Yes", provide explanation and attach

| Add Attachment Delete Attachment View Attachment

21. "By signing this application, | certify (1) (o the statements contained in the list of certifications™ and (2) that the statements
herein are true, complete and accurate (o the best of my knowledge. | also provide the requited assurances™ and agree (o
comply with any resulting terms if | accept an award. | am aware that any false, fictitious, or fraudulent statements or claims may
subject me to criminal, civil, or administrative penalties. (U.S. Code, Title 218, Section 1001)

[X] =) AGREE

** The list of cenifications and assurances, or an internet site where you may obtain this list, is contained in the announcement or agency
specific instructions.

Authorized Representative:

Prefix: |M;' y | * First Name: r:~: lsa

Middle Narme: [Williaw |

“ Last Neame: |Wol fE |

Suffix: | |
* Title: |Bexar Counrty Judge |
“ Telkephone Number: [_“_ 10-335-2626 | Fax Number: |210_335_2926

* Email: ‘r;u-:olft@be:-;ar .org |

* Signature of Authorized Representative: fAl;e.r. Castio | * Date Signed: @24/201 1 |

Tracking Number:GRANT 10503342 Funding Opportunity Number:H98210-BAA-11-0001 Received Date:2011-06-24T11:21:19-04:00



BUDGET INFORMATION - Non-Construction Programs

SECTION A - BUDGET SUMMARY

G'r:aunnlcFl’-ir(;-)r? :)arm Dgranl:::i?: (I)-\fsl:s?:t(;?(!e Estimated Unobligated Funds New or Revised
Activity Number Federal Non-Federal Federal Non-Fede
(a) (b) (c) (d) (e) (f
1. zizzziznzzrmsentee 12.217 $ | | $ | | $ | 474’327.00| $ |
Elections (EASE)

z | [ || [
3 || || ||
4. | L || |
5. Totals $| | $ li | $ I 474,327.oo| $ |

Tracking Number:GRANT 10908842

Pre:

Funding Opportunity Number:H98210-BAA-11-0001 Re



SECTION B - BUDGET CATEGORIES

6. Object Class Categories GRANT PROGRAM, FUNCTION OR ACTIVITY
] ] ©) 4
Electronic Absentee

Systems for
Elections (EASE)

a. Personnel $ | |$ | | $ | | $

b. Fringe Benefits | | | | | |

¢. Travel | 7,309 00 | | |

d. Equipment | | | || |

e. Supplies | 4,000.00] | || |

f. Contractual | 453,139.00]| | || |

g. Construction | | | | | |

h. Other | 2,000.00| | || |

i. Total Direct Charges (sum of 6a-6h) | 474,327.00| | || |

j. Indirect Charges | | | || |

k. TOTALS (sum of 6i and 6j) $ | 474 ,327. 00§ | |$ | |$
7. Program Income $ | s | s | &

Authorized for Local Reproduction
Presci

Tracking Number: GRANT 10908842 Funding Opportunity Number:H98210-BAA-11-0001 Re



Tracking Number: GRANT 10908842

SECTION C - NON-FEDERAL RESOURCES
(a) Grant Program (b) Applicant (c) State (d) Other Sq
8 Electronic Absentee Systems for Elections (EASE) $ | 0.00| $ | 0.00| $ |
°. | | ||
10. | | ||
. | | ||
12. TOTAL (sum of lines 8-11) $ | |s | Is |
SECTION D - FORECASTED CASH NEEDS
Total for 1st Year 1st Quarter 2nd Quarter 3rd Qu:
13. Federal $| 474,327.oo| $ | 118,581.'75| $| 118,581.'75| $| :
14. Non-Federal 3| | | | | ||
15. TOTAL (sum of lines 13 and 14) 3| 474,321.00||§ | 118,561.75] | §| 118,561.75 §| :
SECTION E - BUDGET ESTIMATES OF FEDERAL FUNDS NEEDED FOR BALANCE OF THE PROJECT
(a) Grant Program FUTURE FUNDING PERIODS (Y
(b)First (c) Second (d) Thi
16. $ $ $
17.
18.
19.
20. TOTAL (sum of lines 16 - 19) $ $ $
SECTION F - OTHER BUDGET INFORMATION
21. Direct Charges: 22. Indirect Charges:
23. Remarks:
Authorized for Local Reproduction
Pre

Funding Opportunity Number:H98210-BAA-11-0001 Re



DEFENSE HUMAN RESOURCES ACTIVITY

PROCUREMENT SUPPORT OFFICE
4800 MARK CENTER DRIVE, SUITE 07G12
ALEXANDRIA, VA.22350-1300

16 December 2011

Ms. Robin Burgess

Federal Voting Assistance Program
1777 N. Kent Street, Suite 14003
Alexandria, VA 22209-2162

SUBJECT: Designation as Program Officer (PO) Under Grant Number H98210-12-1-0019
1. You are hereby designated as the Program Officer (PO) for the subject Grant.

2. During the term of the Grant, you will insure that the Recipient is in compliance with all
technical aspects of the Grant and submits required reports in a timely manner as specified in the
Grant Schedule. If Recipient’s performance is not satisfactory or deliverable items are not

delivered as required by the terms of the Grant, immediately advise the Grants Officer of the
facts in writing,

3. You are authorized to take action necessary to:

(a) Assure the Recipient performs the technical requirements in accordance with the
Grant terms, funding, conditions and specifications; and,

(b) Maintain liaison and direct communications with both the Recipient and the Grants
Officer. Written communications and documents will be signed as "Program Officer" with a
copy of correspondence to the Recipient furnished to the Grants Officer.

4. Limitations: You are not empowered to award, agree to, or sign any Grant or modification
thereto, or in any way obligate the payment of money by the Government. You may not take any
action which may impact on the Grant or delivery schedules, funds, or scope. All contractual
issues, commitments, or modifications shall be made by the Grants Officer or the Administrative
Grants Officer (as applicable).

S. You are not authorized to re-delegate your authority. This designation as Program Officer
shall remain in effect through the life of the Grant, unless sooner revoked in writing by the
Grants Officer. If your designation is revoked for any reason before completion of this Grant,
turn your records over to the successor Program Officer or obtain disposition instructions from
the Grants Officer.

6. You are required to maintain adequate records to describe sufficiently the performance of
your duties as Grant Program Manager and to transfer such records are required. At a minimum,
the PO File shall contain:



(a) Copy of Designation Letter;
(b) Copy of Grant and Modifications; and, -
(c) Copy of correspondence between the PO and Recipient.

7. Within thirty (30) days of completion of the Grant, receipt of notification of a personnel
action which would preclude your continuing effectively as PO, or termination of your
designation by the Grants Officer, you shall submit to the Grants Officer, an evaluation

- discussing the timeliness and quality of performance; the Recipient's compliance with the
statement of work and terms of the Grant; and specific problems encountered during the life of
the Grant and the resolution of those problems.

8. The designated Program Officer (PO) shall acknowlédge receipt of this Delegation and return
the acknowledgment to the undersigned Grants Officer.

_ tLLE
Grants Officer

ENCLOSURE
Acknowledgment of Receipt



DESIGNATION OF
PROGRAM OFFICER (PO)

ACKNOWLEDGEMENT OF RECEIPT

I have read and understand the Letter of Designafion as the Program Officer (PQ), under Grant
No: H98210-12-1-0019.

(NAME)

(SIGNATURE)

(DATE)



MEMORANDUM FOR THE OFFICIAL GRANT FILE (OGF)
SUBJECT: Rationale to Enter Into Grant No, H98210-12-1-0019 with the County of Bexar

1. BACKGROUND.

On 08 October 2009, the Director, Defense Procurement and Acquisition Policy (DPAP)
granted the Defense Human Resources Activity (DHRA) with Delegation of Authority to
establish the Procurement Support Office (PSO). This delegation enabled the PSO to exercise
procurement authority in support of the DHRA Components.

At that time the PSO did not have authority to enter into Federal Assistance instruments
(i.e., grants or cooperative agreements), nor did the PSO have a warranted Grants Officer. The
Federal Voting Assistance Program (FVAP) directed their Electronic Absentee Systems for
elections (EASE) grant program requirement to Washington Headquarters Services (WHS),
Acquisition Directorate to solicit, negotiate and award multiple grants. It was determmed that
the eligible entities under this Program would be State and Local governments.

During the period of 02 February through 11 May 2011, WHS; FVAP and the PSO jointly
developed the requirements for the EASE Grant Program. The purpose of this grant program is
to receive proposals that will fulfill a public purpose of support by improving the voting
experience of UOCAVA voters, reduce voting impediments faced by them, and stimulate the
development of innovative approaches to absentee voting by UOCAVA voters. On 11 May
2011, Ms. Sharon Cooper, Director DHRA approved the FYAP EASE Grant Program.

WHS issued Broad Agency Announcement (BAA) HQ0034-FVAP-11-BAA -0001 on 18
May 2011, the due date for receipt of Applications was established as 22 June 2011.

WIS issued Amendment #1 on 20 May 2011, to increase the estimated total award
ceiling to $15,500,000.00. Amendment #2 was issued later that day, to increase the estimated
total award ceiling to $16,000,000.00 and added US Territories as eligible entities. WHS issued
Amendment #3 on 03 June 2011, to increase the estimated total award ceiling to $16,200,000.00
and extend the due date for Application submission to 11 July 2011.

During the period of 03 — 10 June 2011, the Director of WHS-Acquisition and
Procurement Office and the Director, DHRA Procurement Support Office agreed to transfer
oversight of the BAA and resulting award process to DHRA-PSO.

On 17 June 2011 the DHRA-PSO Grants Officer posted a “conformed copy” of the WHS
BAA as BAA H98210-BAA-11-0001 to Grants.gov. All potential Applicants were advised that
the DHRA-PSO BAA superseded the WHS BAA. All future inquiries would be made directly to
Mr., Robert Lavelle (DHRA-PSO Grants Officer).



On 20 June 2011, the PSO issued Amendment #1 (minor corrections) and Amendment #2
in order to provide potential Applicants with additional questions and Government responses,
and to extend the due date for receipt of Applications to 13 July 2011.

In response to the PSO BAA, fifty (50) Applications were received. During the period of
14 —25 July the PSO Grants Officer reviewed the Applications, Budgets and supporting
documentation to ensure compliance with the terms and conditions of the BAA and the DoD
Grant and Agreement Regulations. Two Applicants were advised that their Applications were
initially received by Grants.gov, but had internal errors (to Grants.gov) and were not re-submitted
to Grants.gov prior to the suspense date and time. '

During the period of 26-28 Iuly, the FVAP Evaluation Panel convened. The panel was
comprised of Mr. Paddy McGuire (Panel Chairman and Deputy Director of FVAP), Ms. Robin
Burgess (FVAP Program Officer) and Mr. Andrew Rivera (FVAP Analyst). In addition, thirteen
(13) non-Federal former Election Officials, served as Subject Matter Experts; these individuals
were non-voting members of the panel.

Applicétions were evaluated in accordance with the following factors, incorporated under
the BAA: ‘ :

1. Significance (Factor 1)
EVAP research indicates that UOCAV A voters experience a higher failure in every stage
of the voting process than comparable populations in the general ¢lectorate. Therefore,
grant applications that address various stages of the voting process are encouraged,
especially those that provide online voter registration and absentee ballot application
capabilities, improved and more seamless access to UOCAVA voter information (such as
user-friendly online information websites), or tools that confirm voter success or failure at
completing various stages of the voting process.

2. Sustainable (Factor 2) _
Grant proposals should address sustainability, both in terms of continuing to provide
FVAP research, testing, and evaluation data over time, as well as in terms of
demonstrating how the application tool can be cost-effectively sustained by State or local
election officials (as appropriate) over time.

3. Impact (Factor 3) :
The number of UOCAV A voters affected will serve as a measurement as to how much of
an impact of the proposed project will have on the UOCAVA population. Impact also
addresses the expected number of additional registrations, absentee ballot applications,
information enquiries, ballot transmissions, ballot markings, or ballot returns are
successfully completed.



4. Strategic Approach (Factor 4)
The proposed project must have a basis upon the presentation of a credible hypothesis (or
set of hypotheses) and a well-defined and appropriate plan to test that hypothesis. Such
hypotheses should advance the body of knowledge needed to alleviate the obstacles faced
by UOCAVA voters in their absentee voting process as well as identify risk areas and
provide mitigating strategies and controls as well as benchmarks for success.

5. Innovation (Factor S)
Innovation reflects the discovery or implementation of new technologies. Preferably,
_these new technologies will lead to the development of processes, products and
techniques that other jurisdictions can replicate.

Please note: The electronic transmission of voted ballots in an actual election will
not be funded through these grants. However, FVAP will consider applications that
propose demonstration projects that test the electronic transmission of voted ballots
to analyze the security and reliability of online voted ballot transmission systems in
environments other than actual elections.

6. Scalabhility (Factor 6)
Scalability is the ability of the proposed project to continue to function well when it
changed in size or scope in order to meet a broad range of election officials’ needs. A
scalable system is able to maintain, at a minimum, its level of performance or efficiency
when applied to different operational demands.

7. Collaborative (Factor 7) :
This is the extent to which the grant application demonstrates collaboration of effort from
more than one jurisdiction. Solutions developed collaboratively by multiple jurisdictions
will likely be more exportable to other jurisdictions.

Upon completion of the technical evaluation pfocess, FV AP staff conducted evaluation of -
the Application Budgets (and supporting documentation. This evaluation for “Return on
Investment (ROI)” was incorporated under the BAA at Factor #8:

8. Cost Benefit AnalySIs (Factor 8)
Analysis of cost, benefit and return of investment of the proposed research and/or tool is
pertinent. A comparison of cost versus benefits based on initial investments and a
detailed description of return of investment (ROI) measures 1s essential. For proposals
that entail several components that can, in effect, be phased or implemented in modules,
where each can be a complete capability. ltemizations of each capability as well as the
cost benefit analysis of each capability need to be included for proper evaluatlon in the
event of partial funding.

Due to the large number of Applications received, it was determined that grant awards
would be in two (or more) Phases. On 12 September 2011, Mr. Robert Carey (Director, FVAP)



provided the PSO with award recommendations for grant awards in Phase [. The Grants Officer
accepted the recommendations on 13 September 2011. .

Discussions were conducted with the Phase II Applicants during the period of 04 October
through 14 November 2011. As a result of those discussions, the Office of the Licutenant

Governor of Utah is hereby recommended for a grant award, supported by the documentation set
forth herein.

2. AUTHORIZATION AND APPROVAL.

Enabling Legislation. This Grant 1s awarded under the statutory authority of 10 U.S.C. § 2358
— Research and Development Projects.

3. PRE-AWARD DOCUMENTS.

TAB A1 - Purchase Request No. HQ0579-1311-0011-000 (dated 08 November 2011) was
received in the amount of $474,327.00 to provide for full funding of the Grant. Research,
Development, Test and Evaluation (RDT&E) is made available for this Grant.

TAB A3 —-FVAP is in compliance with the requirements of the Catalog of Federal Domestic
Assistance (CFDA), under Program Number 12.217.

" TAB A6 —FVAP’s Action Memo on the use of grant and cooperative agreement authority (dated
20 December 2010) was determined to be legally sufficient by Ms. Heather J. LoPresti, Assomate
General Counsel on 22 December 2010.

TAB A8 — The Recipient’s Initial Application, Budget, Technical Proposal and supporting
documentation served as the basis for the Government’s discussion issues.

TAB A9 — The Recipient was provided the Govemment’s issues in advance of the discussion
~session, Discussions were held via telephone conference call on 02 November 2011. FVAP
raised several issues with regard to the Recipient’s Technical Proposal. Terms and condmons of
the pr oposed Grant award were also discussed:

a. Effective Date of Award — 01 December 2011, pending acceptance of the terms and
conditions by the Recipient. Effective date of award was changed to 16 December 2011, after
Recipient accepted the reporting requirements.

b. Term of the Grant cannot exceed sixty (60) months. The Parties agreed that the end
date of the Grant will be 30 November 2016.

‘c. Payment will be on a reimbursement basis. The Recipient shall use Wide Area
Workflow (WAWF) for submission of payment requests; the Recipient must be registered in
WAWF within ten days of award.

d. Pre-award costs will be allowable from 13 July 2011 through the effective date of
award.



e. Data Collection Point Reports (Report Requirements will be incorporated at Section D
of the Grant award) will be used in lieu of Quarterly Pecformance Reports.

f. Financial Reports (SF 425) will be submitted on a quarterly basis.

g. The Grants Officer advised the Recipient that an electronic copy (or Intemet link to)
tts most recent Comprehensive Financial Report and its Procurement Procedures. The Recipient
provided the URL link to these documents via e-mail, following conclusion of discussions.

h. The Defense Contract Management Agency will provide post-award administration of
the Grant. DCMA will provide for certification of all payment requests; surveillance will include
the Recipient’s Financial, Procurement and Property Administration systems. The DCMA
Administrative grants Officer will be instructed to prov1de for a post-award briefing to the
Recipient.

TAB A10 —On 21 November 2011, the Recipient submitted its revised Application and Budget
and all supplemental information requested during discussions. As a result of discussions and
acceptance of the Recipient’s revised Application and Budget, the award amount has been
decreased (o $466,939.00.

TAB Al1 -On 07 October 2011, My. Robert Carey, Director FVAP, recommended seventecn
(17) Applicants for award under Phase 1l of the award process. The Applicant’s SF424 and
SF424 A and the Recipient’s Concept Plan will be incorporated as attachments in the award
document.

4. BUDGET/TECHNICAL ANALYSIS.

Initial Budget (SF 424A] and Supporting Documentation. The amounts proposed for Object
Class Categories for the term of the Grant are as follows:

OB«TEC.TACLASS CA..TE.GQRIES: U FEDERAL ' | /NON: FEDERAL L TOTAL S ]

Personnel -

Fringe Benefits

Travel

Equipment

Supplies

Contractual

Copstruction

Other

Total Direct Charpes

IndlrectCharges
G - TOTALS R e MWM%' a}mm

Program lncome

453,139.00 453,139.00

13,800.00
466,939.00

13,800.00
466,939 00

eewea_eaeamaawmm
a5 [os |8 [0 [ |66 [sn |en [on | en |-
ww%wwmwwwm;




Revised Budget (SF 424A) and Supporting Documentation.

SECTION B BLI])FET

L GRIPETEEASS ORISR T B RS R RO TAGE
Personuel : % - ‘ 0.00%
Fringe Benefits $ - ‘ - 0.00%
Travel $ - 0.00%
Equipment 8 - 0.00%
Supplies by - 0.00%
Confractnal s 453,139.00 97.04%
Cons truction 5 : - 0.00%
Other % 13.800.00 2.96%
Total Direct Charges b 466,939.00
Indlrect Charges 3 -

: FOTAL S YFAR'T, 13 466,939.00

The Grants Officer has determined that the Recipient has reliably demonstrated its ability to
relate financial data to the proposed effort. The Recipient has not proposed indirect rates. Based -

on the information provided, analysis and agreement of the parties, it has been determined that
the Recipient’s budget is reasonable and acceptable.

Pursuant to 32 CFR 33.26, the Recipient’s annual audit was conducted in accordance with the
generally accepted auditing standards, and the Office of Management and Budget (OMB)
Circular A-133 “Audits of States, Local Governments and Non-Profit Organizations”. The
findings noted no matters involving the intemal control structure and its operations that would be
considered to be material weaknesses as defined under standards established by the American
Institute of Certified Public Accountants. .

TAB B2 — The Grants Officer will designate Ms. Robin Burgess as the Program Officer under
this Grant ‘ ‘

TAB B3 - The Defense Contract Management Agency (DCMA) ~ Dallas will be delegated as the
Administrative Grants Office (AGO) for post-award administration of this Grant.

5. DETERMINATION OF A REASONABLE/ACCEPTABLE BUDGET. The Grants
Officer has determined that the proposed Recipient has reliably demonstrated ifs ability to relate
financial data to the proposed effort. The Grants Officer has determined that the Recipient has
proposed an appropriate level of support for the provision and delivery of services as may be
-required. Therefore, based on the information provided, analysis and agreement of the parties, it
has been determined that the Recipient’s budget is fair and reasonable.

6. 'RECIPIENT QUALIFICATIONS. Pursuant to 32 CFR 22.1, the proposed Recipient
has demonstrated that it has: | ‘

" (a) Adequate financial and technical resources, given those that would be made available
through the Agreement, to execute program activities envisioned under the Agreement;



(b) No known, recent record of lack of responsibility or serious deficiency in executing
such programs or activities;

(c¢) No known, recent record indicating a lack of integrity or business ethics; (d) Is
otherwise qualified and eligible to receive Contracts, Grants or Cooperative Agreements under
applicable laws and regulations; and

(e) The Recipient is registered in the Central Contractor Registration (CCR) database
with a validity period through 27 April 2012.

(f) The Recipient’s DUNS, TIN and CAGE code are incorporated in Section B of the
Grant to facilitate electronic funds transfer (EFT) through the Wide Area Workflow (WAWEF)

database.

. RATIONALE TO ENTER INTO PROPOSED GRANT,

Based on the information set forth herein, the Grants Officer has determined that the proposed
Grant reflects a relationship between the United States Government and the Recipient as
authorized under the statutory authority of 10 U.S.C. § 2358 — Research and Development
Projects..

The Official Grant File (OGF) contains all applicable documentation to support the Agreement.
It is therefore recommended that H98210-12-1-0019 with the County of Bexar in the amount of
$466,939 00 be approved in its final form.

DATE: 09 December 2011

B AVEL E
Grants Officer



Areas Affected by Funding

Bexar County, Texas (includes the City of San Antonio).



Congressional Districts of Project

20" 21% 23" and 28"



U.S. ELECTION ASSISTANCE COMMISSION
1201 New York Ave. NW - Suite 300
Washington, DC 20005

May 23, 2011

Ms. Wendy Noren
Boone County Clerk
County of Boone

801 E Walnut Rm 236
Columbia, MO 65201

Dear Ms. Noren:

The U.S. Election Assistance Commission (EAC) has awarded your organization $25,000 in
Fiscal Year 2009 and 2010 grant funds for the 2010 Pre-Election Logic and Accuracy Testing
and Post-Election Audit Initiative to develop and document processes and best practices for
coordinating quality and cost-effective voting system pre-election logic and accuracy testing and
post-election aundits.

Your Notice of Grant Award (NGA) is attached. The NGA cstablishes the period of performance
for your award and references the standard terms and conditions and any applicable special
coaditions associated with yowr award. Plcase be sure to review this document carcfully and
vefer to it as you continue through your program.

Prior to requesting grant funds, you must submit a SF-3881, ACH Vendor/ Miscellaneous
Payment Enrollment Form to the EAC. If your organization does not yet have an account
established with the EAC, please complete this form as soon as possible so that we may get you
set up 1n our accounting system. You may email this form to HAVA (unding@eac.gov or fax it (o
(202) 566-3127. To request an advance or reimbursement payment of grant funds you must
complete a SF-270, Request for Advance or Reimbursement and email or fax it to the above
address.

These forms are focated at: hitp://www.eac.eov/payments and_ srants/federal standard_forms.aspx.

If you have any questions, please contact Debbie Chen at (202) 566-2166 or by email at
dchen@eac.gov. We took forward to working with you on the implementation of your project.

Sincerel

General Counsel
U.S. Election Assistance Commission

Attachments:

Notice of Grant Award
Special Award Conditions
Grant Terms and Conditions
ACH Vendor Form (SF-3881)



U.S. Election Assistance Commission

I. TYPE OF FUNDING

COMPETITIVE GRANT
NOTICE OF GRANT AWARD 2. AWARD/ACT NUMBER
pand EACI110150J
3. PROJECT TITLE/DESCRIPTION 4. FEDERAL SHARE OF COST
2010 Pre-Election Logic and Accuracy Testing and Post-Elcction $ 25,000
Audit Initiative S. RECIPIENT’S SHARE OF COST
CFDA #90.403 $0

S. ACCOUNTING AND APPROPRIATION DATA

803X TZM91507 10 41.0 000 R22

7. TOTAL COST
$25,000

8. PROJECT PERIOD

May 23, 2011 - April 30, 2013
BUDGET PERIOD

May 23,2041 - April 30,2013

9. NAME AND ADDRESS OF LEGAL APPLICANT

COUNTY OF BOONE MISSOURI
801 E Walnut Rm 236
Columbia, MO 65201

10. GRANTEE/RECIPIENT
CONTACT INFORMATION

Ms. Wendy Noren

Boone County Clerk

County of Boone

801 E Walnut Rm 236

Columbja, MO 65201

wnoren(@boonecountymo.org

573-886-4255

I1. SEND REQUESTS FOR
REIMBURSEMENT TO:

U.S. Election Assistance Commission

2010 Pre-Election Logic and Accuracy
Testing and Post-Election Audit
Initiative

1201 New York Ave., N.W., Ste 300

Washington, D.C., 20005

12. STATUTORY AUTHORITY
FOR ASSISTANCE

Omnibus Appropriations Act for
Fiscal Year 2009 (PL 111-8) and
Fiscal Year 2010 (PL. 111-117).

13. SPECIAL AWARD CONDITIONS

Special award conditions are attached.

14. AGREEMENT

By accepting funds under this grant, the Grantee agrees to use the funds in accordance with:

1. Any special award conditions.

2. The attached terms and conditions

3. All applicable Federal statutes, regulations, and guidelines.

4, The application and budget submitted to the Election Assistance Commission under the 2010 Pre-Election Logic
and Accuracy Testing and Post-Election Audit Initiative, including all assurances and certifications made.

5. Applicable EAC guidance, regulations, and reporting rcquirements established in the Notice of Funds Availabilsty

(NOFA).

6. The Office of Management and Budget Circulars A-87 (as published in 2 CFR 225), Uuniform Administrative
Requirements A-102 and A-133, including any updates or amendments.

15. GRANTEE/RECIPIENT SIGNATURE 16. EAC AWA{LD' FFICIAL SIGNATURE

N/A 0 K

I15A. NAME/TITLE 15B. DATE 1 AME/TITLE 16B. DATE
N/A N/A Mark Robbins, General Counsel May 23,2011




U.S, Election Assistance Commission (EAC) Pre-Election Logic and Accuracy & Post-Election Audit
Initiative Special Award Conditions

1. Reporting: Grantees are required to submit semi-annual progress and financial reports, which are due
30 days after the end of the reporting period. For the purposes of this program, the reporting periods will
end on November 30 and May 31 with reports due December 30 and June 30 of each year. Due to the
timing of the initial award notice, the first quarterly progress and financial report is due December 30,

2011,

2. Prior Approval Requirements: Grantees are reminded that all prior approval requirements detailed in
the standard terms and conditions apply to this award.



U.S. Election Assistance Commission Pre-Election Logic and Accuracy/Post-Election Audit
Initiative Grant Terms and Conditions

These Terms and Conditions are binding on the recipient of the U.S. Election Assistance
Commission (EAC) 2010 Pre-Election Logic and Accuracy & Post-Election Audit Initiative. By
accepting grant funds, the recipient agrees to comply with, and include in all sub-recipient
awards, these Terms and Conditions, all applicable federal statutes, regulations and guidelines,
and any amendments thereto.

The recipient also agrees to expend the awarded federal assistance in accordance with the
approved application and budget, supporting documents, and other representations made in
support of the application. For the purposes of these Terms and Conditions, the term ‘recipient’
refers to the entity that receives federal funds, which are being awarded and administered in the
form of a grant. The term ‘recipient’ refers to either the recipient of a grant or the sub-recipient
of such a payment as appropriate, throughout these Terms and Conditions.

TABLE OF CONTENTS
[.  Legitslative and Regulatory AuthOrity.....ocevevieersiininiiiinieiicicne e 2
II.  Applicable Statutes and Administrative Provisions........ccocceceiiriicinnieciiiinnnsiine e, 2
1. DEfINIIONS. cocvviiiiiiiiii ittt et 2
2. Conformance to Applicable Federal Guidelings........cooceevenieiiiececiiinccninieinciieniee, 2
[II. EAC Program Special PrOviSIONS ....cceeciieriririeirecrininieieeisccnre s stesneesenesseeeerssssensens 3
1. Project/Budget Period .........cocuerieciininnnirinicecenieee ettt e e 3
2. Disbursement of Grant MONEY.......oocceviiinveniiiinienniniienist et 3
3. Reporting REQUITEMENLTS .....ouceeeiiiiiiiiiniiniceniestircsetr et sr s s 4
4. Prior Approval REQUESLS ..c.ccoereeerirreriinreeniererenteene e bese e st s sme e nenee 6
5. Program INCOME.....uivuieiiiiriieiiciii ettt et 7
6. ClOSE OUL.ce ittt ittt et ettt e e e s e e e e e aeaaeerneanreaanes 7
7. Human SubjectS.......oviiiiiiiiii i 7
8. FUNding ReESIIICHIONS ..ovveveiiiiiiireiieiiieccenir ettt s s et s e e 7
9. Other Limitations ...ouiueiiviiiieiiinieeeesreseene sttt st s s st e 8
10. USe Of MaterialS ...ocivviirieririiercnie ittt ee e s 8
11. Other REQUITEMENLS 1.vevviviiiierieiiire it e 9
IV. Administrative and National Policy Requirements..........c.ccccocniiiniinniiiiniiinenen 9
1. Access for Persons with DisabilitieS......ccoiiviiiviiiiiiiiiicnciieeeenes 9
2. Suspension and Debarment.......oviuirniiieiiiiiiiii i e 9
3. Financial Management SYStem ....... .ocuviiiiiinninniiiiiii s 9
4. Records and Compliance Information .......c.cooiiiiiiniiiicnicrcniininnc e 9
V. General ProviSionS ...ttt sr e 10
1. Grant Administration Responsibiliti€s.......ceevvieniiiniiiiniiiiiiiiiineicierriicrceeeesnses 10
2. Financial Management Standards ...........ccoveeieninieiiniinniiiiieie e sceesee e ceeeneesaesnnens 10
3. EAC Office of Inspector GENEral ........ovueiiiiiiniiininiiiiiiicrccctsiccnce e 12

U.S. Election Assistance Conmmission Pre-Election Logic and Accuracy/Post-Election Audil Initiative Grant Terms
and Conditions



I. Legislative and Regulatory Authority

This assistance is funded under the Consolidated Appropriations Act for Fiscal Year 2009
(Public Law 111-8) and Fiscal Year 2010 (Public Law 111-117), and authorized under the Help
America Vote Act (HAVA) of 2002, Public Law (P.L.) 107-252.

I1. Applicable Statutes and Administrative Provisions

11.1. Definitions

‘Recipient’ or ‘grantee’ for the purposes of this agreement means the direct recipient of this
grant. The recipient is legally accountable to EAC for the use of grant funds and is bound by
these terms and conditions and other applicable law. The recipient is responsible for ensuring
that sub-grantees or other organizations carrying out activities under this award comply with
these provisions, including, but not limited to regulations and OMB circulars listed below.

‘Sub-recipient’ or ‘sub-grantee’ refers to an organization receiving HAVA funds from a
recipient/grantee of EAC.

11.2. Conformance to Applicable Federal Guidelines
EAC has determined that the following Office of Management and Budget (OMB) guidelines
apply to these federal funds:

A. States, Indian tribes, U.S. territories, and local governments:
e OMB Circular A-102 (“Common Rule”), Uniform Administrative Requirements for
Grants and Cooperative Agreements to State and Local Governments;
e OMB Circular A-87 (2 CFR 225), Cost Principles for State and Local Governments; and
e OMB Circular A-133, Audits of States, Local Governments and Non-Profit Organizations.

B. Nonprofit organizations:

e OMB Circular A-110 (2 CFR 215), Uniform Administrative Requirements for Grants and
Agreements with Institutions of Higher Education, Hospitals and Other Nonprofit
Organizations;

e OMB Circular A-122 (2 CFR 230), Cost Principles for Nonprofit Organizations; and

e OMB Circular A-133, Audits of States, Local Governments and Non-Profit Organizations.

C. Educational institutions:

e OMB Circular A-110 (2 CFR 215), Uniform Administrative Requirements for Grants and
Agreements with Institutions of Higher Education, Hospitals and Other Nonprofit
Organizations;

e OMB Circular A-21 (2 CFR 220), Cost Principles for Educational Institutions; and

e OMB Circular A-133, Audits of States, Local Governments and Non-Profit Organizations.

D. For profit entities:

U.S. Election Assistance Commission Pre-Election Logic and Accuracy/Post-Election Audit Grant Terms and 2
Conditions



s Cost-principles: 48 CFR 31;
¢  Administrative requirements: Federal Acquisition Regulation (FARY); and
*  Audit Requirements: Federal Acquisition Regulation (FAR)

Please note that all the limitations listed in the grant announcement regarding use of lunds still
apply. Should there be any inconsistency among the Notice of Grant Award, federal law and
regulations, the standard Terms and Conditions, and the Notice of Funding Availability (NOFA),
the order of precedence is: (1) Notice of Grant Award; (2) standard Terms and Conditions; (3)
NOFA; and (4) federal law and regulations, Please review these requirements, including those
listed nbove, as you continue planning your program.,

[Il. EAC Program Special Provisions
111 L Eroject/ Budgel Period

For the purposc of this grant, u project period is the complete length of time the grantee is
proposed 1o be funded to complete approved activities under the grant. The grantee is not
allowed to incur costs or obligate funds for any purpose pertaining to the operation of the project,
program, or activities beyond the expiration date stipulated in the award.

A project period may contain ong or more budget periods. A budget period is a specific interval
of time for which federul funds are being provided 10 fund a grantee's approved activities. The
project period and the budget period are noted in the award document.

112, Disbursement of Grant Mongy

Pauyments will be made through electronic funds transferred directly to the recipient’s bank
sccount and in accordance with the requirements of the Debt Collection and Improvement Act of
1996 and the Cash Munagement Improvement Act. To receive paymenis, grantees must initially
complete and submit the SF-3881, ACH VendoriMiscellancous Payment Enroliment Form to
EAC. The lorm is located at:

Grantees muy email this form 0 HAVAfunding(o eac.gov or fax this form o EAC at 202-566-
3127. EAC will send your completed form to the General Services Administration (GSA), which
will disburse the funds on EAC™s behall. GSA may contact you 1o confirm the banking
information required for the electronic funds transfer.

Grantces must use the SF-270, Request for Advance or Reimbirrsement 10 request payment.
Generally, deposits shall be made within approximately five days of receipt of the form by EAC,
For reimbursement requests, graniees should submil a request to EAC no more than monthly. For
sdvances, grantees should submit requests 1o EAC as needed to minimize the period from receipt
of the lunds W dishursement. Grantees thal request advance payments are required to maintain
those paymenis in an interest bearing sccount. The SF-270 shall be numbered consecutively and
identified for the period for which payment is claimed. The required SF-270 s located at:

5 Fiectue fomalgmey § opaprmiod Pre-Flectima Lipic god AccormeyPred Plegtiog Agebit ©lmml Tovpes pm) 3



disbursed in a timely rmanner musi be promptly returned to EAC.

I11.3. Reporting Requicements

EAC grantees are required to submit reports on a regular basis in order to remain in compliance
with EAC requirements. Thus section includes information on progress reports, financial
reports, invention reports, the reports required by the Transparency Act, and audit reports.
Graniees are reminded that these reports are due at specific times during the life cycle of a grant,
and that it is important that all reports are accurate, compleie, and submitted on time.

Additional details on the reporting periods may be included in the Special Award Conditions
section of the Notice of Grant Award.

A. Progress Reporting

EAC grantees are required 10 submit, at a minimum, an annual progress report for each grant.
More frequent reporting requirements will be notated in the Special Award Conditions section
of the Notice of Grant Award. While there is no specific form associated with the progress
report, the grantee should submit a written narrative that contains the following information:

e Progress of the project to date, with a comparison of actual accomplishments with the
goals and objectives established for the period (whenever appropriate and the output
of programs or projects can be readily quantified. Such quantitative data should be
related to cosl data for compuiation of unit costs);

» Reasons why established goals were not met, if appropriate;

o Other pertinent information including, when appropriate, analysis and explanation of
cost overruns or high unit costs;

» Estimate of the costs remaining on the project;

* Reporting of any Inventions and Patents as a result of the project;

¢ Any other information that may be relevant to the performance of the award.

Grantees may submit prior approval requests (e.g. changes in key personnel, scope of work,
budget, etc) along with the progress report. However, any requests should be clearly labeled and
attached as a separale document from the progress report (sce Section [11.4. Prior Approval
Requirements). All requests for prior approval should be submitted to the EAC no later than 30
days before the proposed change.

Annual progress reports shall be due within 90 calendar days after the gran{ year; quarterly or
semi-annual reports shall be due within 30 calendar days after the reporting pertod. Reporting
periods are specified in the Special Award Conditions of the Notice of Grant Award and should
be emailed to HAVAfundingfizeac.gov.

Final Pragress Reports are due within 90 calendar days after the end of the project period.

B. Financial Reporting
EAC grantees are required to report on the financial status of grant awards using the Federal
Financial Report (SF-425), which can be found at the following website:

LS Eleatiom Sesistanee Commaesion PreBlection Lol and Accuracy Pust-Lhecinon Audit Gomt Terms ad 4
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hitp:www gag, govipayments_and_grants/reparting. aspx

Annual financial reports shall be due within 90 calendar days after the grant year; quarterly or
semi-annual reports shall be due within 30 calendar days afler the reporting period. Reporting
periods are specified in the Spocial Award Conditions of the Notice of Grant Award and should

be emailed 1o HAV Afundingienc gov.

Final Progress Reports are due within %0 calendar days aher the end of the project period.

Requests for Extensions of Progress and Finenelal Reporting Requirements

Requests for extensions of progress and [inancial reporting deadlines will be granted when: (1)
the report cannot be furnished in a Umely manner for reasons legitimately beyond the control of
the grantee and (2) EAC receives a request explaining the need for an extension at leust thinty
days before the due date of the report,  Deadline extensions for programmatic and financial
reports may only be granted by the Director of Grams,

C. Invention Reporting

The Bayh-Dole Act (P.L. 96-517) and 37 CFR Part 401 allows universities, non-profit and for-
profit grantees the right 1o elect title and retain ownership 1o inventions they develop with
funding under grant awards, Part of the requirement stipulates thut the granice musi repon all
inventions to the awarding agency. EAC graniees can comply with this requirement by
reporting inventions and patents in the progress report or separately in writing (o the EAC.

D. FFATA Reporting (Sub-recipient Reporting and Executive Compensation)

Sub-recipient Reporting

To fully implement the Federal Funding Accountability and Transparency Act (FFATA) sub-
award reporting and execulive compensation requirements, all EAC graniees receiving grants
after October 1, 20110 are required to report on all sub-awards over $25,000 to the Federal
Sub-award Reporting System (FSRS) online at www FSRS gov. This must occur no later
than the end of the month following the month in which the obligation was made.

Executive Compensation

Graniees that meet the following requirements will be required 1o report on the total
compensation of the five most highly-compensated executives: Organizations that received B0
percent or more of its annual gross in the preceding fiscal year from federal funds; and
$25,000,000 or more in annual gross revenwes from Federal awards; and the public does not have
access to this information about the compenszation of the senior executives of the entity through
periodic reports filed under section 13{a) or 15(d) of the Securities Exchange Act of 1934 (15
U.5.C. §§ T8mfa), 78o0(d)) or section 6104 of the Internal Revenue Code of 1986, See FFATA §
2(b)(1).

More information on these requiremenis can be found al the www.FSRS gov website.
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E. Single Audit (A-133)

Grantees that expend more than $500K in federal grants, cooperalive agreements, and/or
procurement contracts in a fiscal year are required to have an audit by a public accountant or a
Federal, State, or local governmentat andit organization. The audit must meet the standards
specified in generally accepted government auditing standards (GAGAS), as defined in OMB
Circulur A-133, Subpart B, Audits of States, Local Governments, and Non-Profit Organizations.

Grantees are required to submit a completed data collection form (SF-SAC) and the Single Audit
reporling package to Federal Audit Clearinghouse within 30 days after the auditor’s report, or
nine months after the end of the audil period, whichever occurs earher.

The Federal Audit Clearinghouse’s Internet Data Entry System can be found at:
htip://harvester.census.gov/fac/collect/ddeindex.btml.

Sce section V.2.C for additional information on Audits.

[I1.4. Prior Approval Reguirements

Grantees are required to submit written requests to the EAC for prior approval of key changes to
the project. These include programmatic, budgetary, and key personnel changes, additions or
removal of sub-awards, and extensions to the budget and project period. All requests should be
submitted (o the EAC no later than 30 days before the proposed change, and signed by the
authorized individual at the organization.

A. Budget Changes
The grantee must obtain the prior writlen approval from the EAC before amending the approved
budget in any of the following ways:

e Specific costs requiring prior approval before incurrence under OMB Circulars A-21
(2 CFR part 220), A-87 (2 CFR part 225) or A-122 (2 CFR part 230). For certain cost
iterns, the cost circulars require approval from the awarding agency for the cost to be
allowable. Examples of these costs arec overtime pay, rearrangement and alteration
costs, and pre-award costs;

¢ Changes in the budget of more than 10% of the tolal budget;

¢ Purchases of equipment over $5,000 using grant funds, unless already specified in the
approved grant application;

» Change to the level of funding;
s Change in the level of matching funds.
B. Key Personnel Changes

Graniees should notify EAC of any changes in key personnel. Requests for changes in key
personnel should include: (1) the reason for the change; (2) brief bioskeich of the proposed
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individual; (3) and a description of any changes to the budget or project goals as a result of the
personnel change.

C. Programmatic Changes — Changes in Scope
The recipient must request permission from EAC when there are changes in the scope, objectives
or goals of the program, whether or not they involve budgetary changes.

D. Addition or removal of a Sub-awarding organization
Prior approval is required for entering into additional sub-grants or contracts for activities funded
with grant funds, but not identified or included in the ‘approved application.

E. No-cost Extension Request

Grantees may request an extension of the project period of up to 12 months for no additional
funds. The request should be received at least thirty days prior to the end of the project period
and should include the following information:

e Reason for the delay in the performance of the project;

e Progress on the project to-date;

e Approximate balance of funds remaining on the project;

e Plans for the use of the funds during the extension period.

Grantees will be notified of the approval of the no-cost extension through a notification letter
signed by the Grants Director, along with a revised Notice of Grant Award reflecting a new
budget and project end date.

[II.5. Program Income

Unless otherwise stated in the Special Award Conditions of the Notice of Grant Award, EAC
grantees should use the additive alternative. Any income, including fees for service earned as a
direct result of the grant-funded program activities during the award period, should be added to
the funds committed to the project and used to further eligible project or program objectives.
The amount of program income earned and the amount expended must be reported on the federal
financial report (FFR).

[IL.6. Close-out

EAC grantees are required to submit final progress and financial status reports (SF-425) within
90 calendar days after the end of the project period. In addition, grantees should indicate
whether any inventions or patents resulted from the project. Grantees should liquidate all
obligations no later than 90 days after the end of the project period.

[1.7. Human Subjects Work

EAC grantees are required to submit any human subjects protocols to an Institutional Review
Board for review and approval prior to beginning any work involving human subjects. Only
work that is clearly severable and independent from activities involving human subjects can be
conducted and no funds can be obligated for human subjects work until [RB approval is received
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and a copy of the approval has been accepted by:the EAC. An IRB review is requlred for each
site where human subjects activities will be conducted.

IT1.8. Funding Restrictions

Grantees under this program are subject to the applicable OMB Cost Principles:

OMB Circular A-87 (2 CFR 225), Cost Principles for State and Local Governments
OMB Circular A-122 (2 CFR 230), Cost Principles for Nonprofit Organizations
OMB Circular A-21 (2 CFR 220), Cost Principles for Educational Institutions
FAR48 CFR 31, Federal Acquisition Regulation for For-Profit Organizations

Unallowable costs include, but are not limited to: alcoholic beverages, bad debt, construction,
contingencies, contributions to other entities, entertainment (including costs of amusement,
diversion, social activities, ceremonials, and costs relating thereto, such as meals, lodging,
rentals, transportation, gratuities, and prizes), goods or services for personal use, organization
costs (such as incorporation fees, brokers’ fees, fees to promoters, management consultants,
attorneys, accountants, or investment counselors).

I11.9. Other Limitations

Funds from EAC may be not be used to fund religious instruction, worship or proselytizing,
voter registration, voting support, get-out-the vote (GOTV) drives or other political activities that
could be construed as lobbying.

Funds from EAC may not be used to fund religious instruction, worship or proselytizing, voter
registration, voting support, get-out-the-vote (GOTV) drives, or other political activities that
could be construed as lobbying. In addition, Use of funds from EAC could subject you and/or
your staff to the applicable provisions of the Hatch Act. See
http:/[www.osc.gov/haStateLocalfaq.htm for more information.

MI.10. Use of Materials

To ensure that materials generated with EAC funding are available to the public and readily
accessible to grantees and sub-grantees, EAC reserves a royalty-free, nonexclusive, and
irrevocable right to obtain, use, modify, reproduce, publish, or disseminate publications and
materials produced under the agreement, including data, and to authorize others to do so. The
grantee must agree to make such publications and materials available to the public, as identified
by EAC, at no cost or at the cost of reproduction through EAC’s clearinghouse. All materials
developed by EAC grantees must be accessible to individuals with disabilities to the extent
required by law.
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The award recipient must:

» Submit copies of all curricula, handouts, and other developed materials o EAC's
clearinghouse upon request;

* Use EAC's logo for materials produced if directed and with EAC's permission;

= Meet, as necessary, with the cognizant granis officer or other staff or consultants
designated by EAC to review work plans and budgets, monitor progress, and exchange
ideas and information concerning training and technical assistance;

* Provide the following acknowledgment and disclaimer in any external report or
publication of material based upon work supported by the grant award: *This material is
based upon work supported by the U.S. Election Assistance Commission (EAC).
Opinions or points of view expressed in this document are those of the suthors and do not
neccssarily reflect the official position of, or a position that is endorsed by, EAC or the
Federal government.”

IV. Administrative and National Policy Requirements

IV.L A for P ith Disabilili

All grant recipients will ensure that all training and technical assistance services and resources
including websiles are accessible 10 persons with disabilities, as required by law.

1V.2. Suspension and Debarment

Grantees are prohibited from entering into sub-award or contractual agreements with
organizations or individuals who are debarred or suspended, or otherwise excluded from or
ineligible for participation in Federal assistance programs under Executive Order 12549, The
listing of organizations and individuals who arc barred from receiving federal funds is available
al the Excluded Parties List System (EPLS) located at htips:/fwww gpls gov/

Please nole that EAC has established suspension and debarment regulations which describe EAC
procedures for suspending or debarmng graniees at 2 C.F.R. pi. 58(00).

IV.J. Financial Management Sysiems

Applicants sclected for funding must comply with the requirements of the Single Audit Act
Amendments of 1996 (31 U.S.C.7501-07) if the applicant expended $500,000 or maore in federal
awards in its most recent fiscal year, Documentation must include certification that the applicant

maintains internal controls over federal awards, complies with applicable laws, regulations and
contract or grant provisions, and prepares appropriste financial stutements.

1V4, Records und Complisnce Information

As a condition of receiving funding from EAC, recipients must comply with applicable federal
civil rights luw, including Title VI of the Civil Rights Act of 1964, Section 504 of the
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Rehabilitation Act of 1973, Title IX of the Education Amendments of 1972, and the Age
Discrimination Act of 1975. The recipient must keep records and make available to EAC timely,
complete and accurate compliance information to allow EAC to determine if the grantee is
complying with the civil rights statutes and implementing regulations. The recipient shall permit
access to EAC during normal business hours to its books, records, accounts, staff, members,
facilities, and other sources of information as may be needed to determine compliance with
appropriate laws and circulars. Where a recipient extends federal financial assistance to sub-
recipients, the sub-recipients must make available compliance information to the grantee so it
can carry out its civil rights obligations.

V. General Provisions

V.1. Grant Administration Responsibilities

A. Accountability of Grantee. The recipient has full responsibility for managing all aspects of
the activities supported through the grant, subject to EAC’s oversight. The recipient is
accountable to EAC for its use of HAVA funds in implementing the proposed and approved
project. The recipient must expend funds in a judicious and reasonable manner, and it must
record accurately the outcomes achieved through the approved program. Although recipients are
encouraged to seek the advice and opinion of EAC on unique issues that may arise, such advice
does not diminish the recipient’s responsibility for making sound judgments and does not mean
that the responsibility for operating decisions has shifted to EAC.

B. Notice to EAC. The recipient will notify the Grants Office immediately of any
developments or delays that have a significant impact on funded activities, any significant
problems relating to the administrative or financial aspects of the grant, or any suspected
misconduct or malfeasance related to sponsored activities or recipient/sub-recipient(s). The
recipient will inform the Director of Grants about the corrective action taken or contemplated by
the grantee and any assistance needed to resolve the situation.

V.2. Financial Management Standards

A. General. The recipient must maintain financial management systems that include standard
accounting practices, sufficient internal controls, a clear audit trail, and written cost allocation
procedures as necessary. Financial management systems must be capable of distinguishing
expenditures attributable to this grant from expenditures not attributable to this grant. The
systems must be able to identify costs by programmatic year and by budget category and to
differentiate between direct and indirect costs or administrative costs. For further details about
the grantee’s financjal management responsibilities, refer to OMB Circular A-102 and its
implementing regulations or A-110 and its implementing regulations as applicable.

B. Consistency of Treatment. In addition to be reasonable, allocable, in accordance with any
laws, cost principles, and limitations in the award document, costs must also be consistently
treated in order to be an allowable charge on the award. Costs should be consistently treated
regardless of the source of funds, so federal funds
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Institutions should have policies and procedures that apply uniformly to both federally financed
and other activities of the organization. Furthermore, the costs must be accorded consistent
treatment in both federally financed and other activities, as well as between activities, supported
by different sources of federal funds. :

C. Audits. Recipients of grants distributed by EAC may be subject to one or more of three
types of audits: a single audit, an audit conducted by the EAC Office of Inspector General (OIG),
and an audit conducted by the Comptroller General of the United States. Each of these audits is
authorized by the Help America Vote Act (HAVA) (see Section 902), the Single Audit Act,
and/or the Inspector General Act of 1978, as amended (IG Act).

Single Audit
Grantee organizations that expend $500,000 or more in a year in federal awards shall

have a single or program-specific audit conducted for that year in accordance with the
Single Audit Act, as amended, 31 U.S.C. 7501, et seq., and OMB Circular A-133. If the
grantee expends federal awards under only one federal program, it may elect to have a
program specific audit, if it is otherwise eligible. A grantee that does not expend more
than $500,000 in a fiscal year in federal awards is exempt from the single audit
requirements of OMB Circular A-133 for that year. However, it must continue to
conduct financial management reviews of its sub-grantees, and records must be
available for review and audit.

A recipient of a federal grant fund that acts as a pass-through entity (i.e. provides federal
funds to sub-recipients to carry-out the program) is required, in accordance with Part D
of OMB Circular A-133, to do the following with regard to its sub-recipients: (1)
identify the federal award and funding source; (2) advise sub-recipients of all
requirements imposed on them; (3) monitor sub-recipient activities and compliance; (4)
ensure sub-recipients have A-133 audits when required; (5) issue decisions and ensure
follow-up on audit findings in a timely manner; (6) where necessary, adjust its own
records and financial statements based on audits; and (7) require sub-recipients to permit
access by the pass-through entity and auditors to records and financial statements, as
necessary, for the pass-through entity to comply with A-133. State and local
governments and Indian tribes that receive federal grants are also required to comply
with the requirements of OMB Circular A-102, the Common Rule, concerning sub-
grants and the terms that must be communicated to sub-grantees.

Office of Inspector General Audits

The EAC Office of Inspector General may conduct audits of any EAC programs or
operations pursuant to the authority provided under HAVA and the IG Act. For more
information concerning the role of the Inspector General please see section IV.4. below.

Comptroller General Audit

HAVA allows for an audit by the Comptroller General of the United States. See section
902(b) of HAVA. Recipients will be notified either by the Government Accountability
Office (GAO) or EAC upon the commencement of this type of audit. The scope and
timing of such an audit will be determined by GAO. GAO issues public reports at the
culmination of audits conducted by the Comptroller General. For more information
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concerning audits conducted by the Comptroller General, please see the GAO web site,

WWW.0a0.20V.

V.3, EAC Office of the Inspector General

The EAC’s Office of Inspector General (O1G) )s authorized under the Inspector General Act of
1978, as amended (IG Act) and the Help America Vote Act (HAVA) to conduct audits and
investigations of EAC funded programs and operations. This authority extends to EAC grant
recipients. Any jurisdiction or entity receiving federal funding distributed by EAC is subject 1o
audit by the EAC Office of Inspector General.

Grantees have the responsibility to cooperate with an audit conducled by the O1G, including
providing records and making persons involved in the funded activity available for interview.
The grantee also has the responsibility to provide adequate work space and working conditions
for auditors conducting field work during the course of an audit. The OIG may issue and compel
enforcement of a subpoena for records not provided when requested.

Based on the results of these audits, the OIG recommends remedial actions to cure or rectify any
misuse of or failure to appropriately document use of federal funds. The OIG provides these
recommendations to the grantee and to the EAC. The grantee is permitted to provide relevant
comments or responses to the draft report. Grantee responses will be incorporated into the final
report which is issued to the EAC for resolution. EAC is responsible for resolution of OIG
recommendations {accept or decline) and enforcement accepted recommendations made by the
OIG in its audit reports. More information on audit resolutions can be found at the EAC website
at: hitp://www.cac.gov/payments and_grants/audit_rzsolutiops.aspx

The EAC OIG is also responsible tor investigating allegations of civil, administrative, and
criminal wrongdoing involving the use of federal funds distributed by EAC. Grantees should
ummnediately contact the OIG when they first suspect any wrongdoing tnvolving the federal grant.
The OIG will assess and invesligate the allegations, as appropriate, and when warranted refer the
matter to an appropriate law enforcement agency for prosecution. Complaints or allegations of
wrongdoing can be made to the EAC OIG in various ways:

By phone: 866-552-0004 (toll free)

By ematl: eacoig(@eac.gov
On-line al:  www.eac.pov/eac_ig
By mail: Office of Inspector General

1201 New York Avenue NW, Ste 300
Washington, DC 20005
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ACH VENDOR/MISCELLANEOUS PAYMENT OMB No. 1510-0056
ENROLLMENT FORM

This form is used for Automated Clearing House (ACH) payments with an addendum record that contains
payment-related information processed through the Vendor Express Program. Recipients of thess
payments should bring this information to the attention of their financial institution when presenting this
formn for completian.

PRIVACY ACT STATEMENT

The following information is provided to comply with the Privacy Act of 1974 (P.L. 83-579}). All
information collected on this form (s required under the provisions of 31 U.,S.C. 3322 and 31 CFR
2310. This information will be used by the Treasury Department to transmit payment data, by
electronic means to vendor’s financial institution. Failure to provide the requested information may
delay or prevent the receipt of payments through the Automated Clearing House Payment System.

AGENCY INFORMATION

FEDERAL PROGRAM AGENCY
U.S. Election Assistance Commission

AGENCY IDENTIFIER: AGENCY LOCATION COOCE (ALCY: ACH FORMAT:

[Heeos [erx [ere
ADDRESS:
1201 New York Avenue, N.W., Suite 300
Washington, D.C. 20005 [+
CONTACT PERSON NAME: TELEPHONE NUMBER:
Anne Field, Accounting Director (202 @) deo~31U0 a

ADDITIONAL INFORMATION:

PAYEE/COMPANY INFORMATION

NAME SSN NO. OR TAXPAYER ID NO.
ADDRESS
CONTACT PERSON NAME: TELEPHONE NUMBER:

{ )

FINANCIAL INSTITUTION INFORMATION

MAME:

AQDRESS:

ACH COORDINATOR NAME: TELEPHONE NUMBER:
( )

MINE-DIGIT ROUTING TRANMSIT NUMBER:

OEPOSITOR ACCOUNT TITLE:

CEPOSITOR ACCOUNT NUMBER: . LOCKBOX NUMBER.

TYPE OF ACCOUNT:

[] checxma [ savinas [[] wocxsox
SIGNATURE AND TITLE OF AUTHORIZED OF FICIAL: TELEPHONE NUMBER-

(Could tie tha same as ACH Coordinator)
(Y S—
oF (v 1.2/30)

NS 7340:01-274:9925 Prescribed by Dapartmant of Troesury
31 USC3322; 31 CFR 210




Instructions for Completing SF 3881 Form

1. Agency Information Section - Federal agency prints or types the name and address of
the Federal program agency originating the vendor/miscellaneous payment, agency
identifier, agency location code, contact person name and telephone number of the
agency. Also, the appropriate box for ACH format is checked.

2. Payee/Company Information Section - Payee prints or types the name of the
payes/company and address that will receive ACH vendor/miscellaneous payments,
social security or taxpayer ID number, and contact person name and telephone number
of the payee/company. Payee also verifies depositor account number, account title,
and type of account entered by your financial institution in the Financial Institution
Information Section.

3. Financial Institution Information Section - Financial institution prints or types the name
and address of the payee/company’s financial institution who will receive the ACH
payment, ACH coordinator name and telephone number, nine-digit routing transit
number, depositor (payee/company) account title and account number. Also, the box
for type of account is checked, and the signature, title, and telephone number of the
appropriate financial institution official are included.

Burden Estimate Statement

The estimated average burden associated with this collection of information is 15 minutes
per respondent or recordkeeper, depending on individual circumstances. Comments
concerning the accuracy of this burden estimate and suggestions for reducing this burden
should be directed to the Financial Management Service, Facilities Management Division,
Property and Supply Branch, Room B-101, 3700 East West Highway, Hyattsville, MD
20782 and the Office of Management and Budget, Paperwork Reduction Project
{(1510-0056), Washington, DC 20503.



FEDERAL VOTING ASSISTANCE PROGRAM
Department of Defense
Rosslyn Plaza North

TING ASSISTANCE PROGRAM 1777 North Kent Street
14" Floor, Suite 14003
Arlington, VA 22209.2162

FOR : ROBERT J. LAVELLE, GRANTS OFFICER, DEFENSE HUMAN RESOURCES
ACTIVIITY-PROCUREMENT SUPPORT OFFICE

(b) (6)

FROM: Bob Carey, Director, Federal Voting Assistance Program

SUBJECT: Grant Award recommendations under BAA H98210-BAA-11-0001
Background:

On 13 July 2017, fifty (50) Applicants for Federal Assistance were received by the Defense
Human Resources Activity-Procurement Support Office (PSO), 1n response to Broad Agency
Announcement (BAA) H98210-BAA-11-0001.

During the period of 26-28 July 2011, the Technical Proposal portions of the Applications were
evaluated by a panel comprised of Subject Matter Experts.

Upon conclusion of the technical evaluation, the FVAP staff performed a Cost Benefit Analysis
during the period of 29 July through 15 August 2011.

The analysis of cost, benefit and retum of investment of the proposed research and/or tool was a
pertinent element for the FVAP staff. Staff compared the cost per expected voter transaction,
over time, to the relative benefits of the proposals’ description of the return of investment (ROT)
and other measures, as analyzed and measured by the Technical Evaluation Board. For proposals
that entailed several components to be phased or implemented in modules, FVAP staff examined
the complete capability of each component.

On September 12, 2011, I forwarded you FVAP s initial 10 grant recommendations. Based upon
the findings of the technical evaluation and cost benefit analysis, I recommend the following
additional grant awards:

Recommended Grantee | Amount Requested

New Jersey $802,845.00
Minnesota $226,255.00
City of Chicago $377,900.00
Okaloosa (2) $242,531.00
Boone County $787.616.00
City of Detroit (1) $280,228.00




Utah $532,400.00
Maricopa County, AZ $150,000.00
Bexar County $474,327.00
Harris County $512,132.00
Orange (2) $655,420.00
Michigan $431,514.00
Alaska $607,860
City of Detroit (2) $396,065
Montana (1) $220,027.00
District of Columbia $99,258.00
Louisiana $350,000.00

However, I believe there are significant savings that can still be negotiated from most of these
proposals. Therefore, I ask you to negotiate appropriate cost reductions with the above
recommended awardees, involving designated FVAP staff in those negotiations for technical
expertise and support. As those negotiations are completed, I will advise of approval or
disapproval of the revised application. Further, as the results of these negotiations proceed, I will
provide additional recommendations until the available funds are exhausted.



- \23 DEFENSE HUMAN RESOURCES ACTIVITY
= 4200 MARK CENTER DRIVE, SUITE 06.425-01
ALEXANDRIA, VA 22350-0001

18 October 2011

Via Email;
wsnoren(@email.com

Ms. Wendy Noren

Boone County Clerk

801 E Walnut Room 236
Columbia, MO 65201-7732

Dear Ms. Noren:

Pursuant 1o the terms and conditions of Broad Agency Announcement H98210-BAA-11-0001,
the Defense Human Resources Activity (DHRA), in support of the Federal Voting Assistance
Program Office (FVAP) is hereby initiating discussions with your organization. The scheduled
time to commence is October 24" at 1:00pm (EDT). The conference call number is 703-695-
4042. The pass code is 125496.

The intended participants of this conference call are the authorized representatives as cited in
your application under the BAA. However, you may include others as deemed necessary. Notc
that proposed agreements to the discussion issues, and/ or agreements to the terms and conditions
of a resulting grant will only be accepted between your organization and the DHRA Grants
Officer.

‘The primary issues open for discussion follow. Additional questions may be underiaken as
discussions progress.

Discassion Issues:

]. In the budget proposal you have outlined specific costs for uoods and services. How do
these costs correspond to the research outlined in the technical proposal?
2. In the budget proposal the calculated amount for requested funds does not appear to equal
the amount of funds requested. Can you help us understand this discrepency?
3. Part Il Section I.A.5-lmnmovation of the BAA specifically states:
“Please note: The electronic transmission of voted ballots in an actual election
will not be funded through these grants. However, FVAP will consider
applications that propose demonstration projects that test the electronic
transmission of voted ballots to analyze the security and reliability of online voted
ballot transmission systems in environments other than actual elections.™
Please clarify whether the electronic return of ballots via secure email research menttoned in
Project 3 of the Technical Proposal will be used in an actual electon.



L this notice, prior o the commencement

eeardin

I vou have any questions or concerns regarding
telephone al {371) 372-2614 or via e-mail at

1 may de contacted by W

discussions. 1

niavan.nl
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\ WENDY S. NOREN

} BOONE COUNTY CLERK

/ 801 E WALNUT RM 236
COLUMBIA, MO. 65201
573-886-4295 FAX 573-886-4300

To: Bob Lavelle
From: Wendy Noren Boone County Clerk
RE: EASE Grant '

Please accepf this as ciarification regarding the grant submitted to the FVAP for the EASE
project:

{. Electronic fransmission of voted ballots:

It is undersiood that any grant funds associated with the online or electronic submission of
vofed ballots are for research purposes only. Funds ufilized by this grant will not be used to
creafe an online or elecfronic return of voted ballots that would differ from the way ballofs
were cast in the 2010 General Election. All references in the grant application to the
research on electronic refurn of ballots will be research components.

ll. Hatch Act
It is understood that because reimbursement for salaries is requested, all employees whose

salarles are covered by reimbursement will be covered under the Hafch Act except those
employees who are currently exempt due to their stafus as an elected official.

i, Clarification of budget

A revised spreadsheet and pdf documents with corrected budget costs Is being submifted
with this nofification.

The orginal budget narrative contained discrepancies with the SF 424 Budget summary.

IV. Time frame for reporting and payments

It is understoond that ali payments and reporting will run through 2016. THe
intergovernmental contracts the County negotiates with the University will contain mulfi-year

maintenance service through the 2018 elections but payments on these contracts and
reporting will be completed by the 2016 end of grant period.



V. A copy of the procurement policy manual is included with this submission and is
available at the County's website. Additional procurement information is available af:

www.showmeboone.com/purchasing

- Boone Cyunty Clerk



BUDGET PROPOSAL
COSTS ASSOCIATED WITH DELIVERABLES

1. Direct Labor

Project Director — 200 hours 39.45 per hour 82,061 annual
7,800 : :

Hours:
Design Development — 40 hrs
Coding and Testing - 60 hrs
Research Review - 40 hrs
Administration and Reporting — 60

Legal Counselor
819.00
40.95 per hour 20 hours $85,176 annual

Contract development and review — 20 hours

Administrative and Clerical

100 hours at 12.00

Account payment processing and general clerical (copies, correspondence)
Total 1200.00

Fringe Benefits — county does not have negotiated F&A

1,137 Project Director
112 Legal Counse! -
1,249 Total

Calculated by: , A
11,966 annual for benefits total

Project director @ 9.5% of total annual
Legal counselor @ .96% of total annual



Travel 16,500 .

Training on new system requirements in Columbia Mo. — participants will be election
authonties from all over state.

150 at 110 per person

Based on CONUS lodging, breakfast and lunch MIE

Training sessions for election officials on new programs developed under grant

Subcontractor

University of Missouri — Columbia 500,948 revise to 500949

Proposal and justification attached
Additional:

University of Missour
Training: 30,000

To be negotiated after training modules defined. Pricing based on prior services cost
Training sessions over varying period for 150 people in computer labs
Design development of training materials

University of Missouri - Usability lab and testing program — 30,000

To be determined after usability testing program finalized
Estimate provided based on prior usage and projected test modules

State of Missouti Secretary of State
75,000

Amount will reimburse the state selected vendor who will provide maintenance and
modifications to state voter registration software.

Amount is estimate untii:

1. State completes its RFP process and finalizes contract

2. We finalize the design specifications for new procedures

3. Modifications are submitted to vendor to negotiate items covered under general maintenance
(no charge) or if they are modifications not covered under general maintenance. Modification
costs will he billed to state and reimbursed by grant funds.



Consultants: .

- Consultants can not be contracted for until grant funds approved and purchasing policy followed.
We anticipate these will be sole source service contracts but the scope of worl will have to be
reviewed under purchasing policies:

Consultants will be used for the following purposes:
#1 - $12,000 revise to 15,000

Usability test design consulting — need to have someone who has specific research, design and
testing with ballots and election related materials.

Cost based on prior estimate maximum 1500 per day

#2 - $10, 000

Develop reportmg system, assist with compiling and re\qew research reports, and assist with
survey review and consolidation

Current election schedule (4 elections in 8 months) will make it impossible to compile and
submit necessary reports from project director. Need someone with experience in monitoring
and reporting election costs and translating that into public policy goals.

Based on cost estimate — rate and terms will be determined in contracting phase
#3 —$5,000 revise to 10,000

" Need consultation on assistive technology issues to advise system developers
Contract to be negotiated if appropriately funded

Materials and Supplies:
Training manuals — 150 at 40.00 per unit. Based on prior pricing of training materials. -
Other Direct Costs:

$35,000 - revise to 30,600

Baltot Converter system (1) — will be used to test cost effectiveness of one option for tabulating
returned voted ballots. Includes software and hardware for ballot conversion to optical scan
ballot. Quote from vendor (Advance Ballot Soluuons) will be subject to County REFP
requirements unless sole source.



$5,000 Reimburse County of Boone for additional audit costs for under major program audit
requirements. County would not have these costs without the grant. Request is based on cost of
last major program audit. '

.ADDITIONAL FUNDING REQUEST FOR HOSTING SEMINARS

- The research and outreach components of this grant would be greatly enhanced through the
convening of 3 small group (no more than 8) seminars with experts in the certain areas of
concentration. They would actually be work sessions that would allow researchers to have
access to expertise to focus research and outreach concepts. We believe these are key to the
success of the overall program. :

Group 1 — expertise in data mining and commercial data collection - guide research on ways to
identify and serve UOCAVA voters. What tools are businesses using to identify and reach their
customer base through data mining. When I book a flight to XYZ city how am [ getting emails
from rental car companies with deals for that city. Can we mine that same kind of data, what
data should we target and how much does it cost

4-5 people
Possible cost:
25,000 — We may have to pay this group to part1c1pate

Group 2 — representative of groups that are 3% party application providers (i.e. Overseas Vote
Foundation, League of Women Voters)

It does us no good to have forms that collect and merge data with our database if people go to
these sites — how do we get them to help us get the data we need.

- 4-5 people.-
Possible cost;

7,500 travel] etc.
Group 3 - Google Racebook Linkedin Twitter etc (maybe PEW with this group)

Can we utilize their resources to target the §roups we need to service? '
Could we use Google as the host site for 3 party users to post the application data they collect
to merge with our data? What technology do they have that we can use.

Example — can we get to a Facebook person who was born in Columbia Mo and 1s now in
Prague?

4-5 people
Cost could be 15,000

All of these we would like to get for free. We would like to negotié.te this with FVAP and get
the best brains for the lowest price.



LABOR COUNTY REIMBURSED
WENDY NOREN PROJECT
MANAGEMENT

CJ DYKEHOUSE LEGAL SERVICES
CLERICAL
TOTAL LABOR
FRINGE BENEFIT - COUNTY
TRAVEL - LEAS FOR TRAINING
CONSULTANTS
UNIVERSITY - RESEARCH AND
DEVELOPMENT OF DELIVERABLES
UNIVERSITY - TRUMAN SCHOOL
TRAINING
UNIVERSITY USABILITY LAB .
STATE OF MISSOURI - MODIFICATIONS
TO MCVR SYSTEM
USABILITY CONSULTANT
CONSULTANT -REPORT WRITING AND
COMPLIANCE
CONSULTANT - ASSISTIVE
TECHNOLOGY
TOTAL CONSULTANT
CONTRACTS/INTERGOVERNMENTAL
AGREEMENTS :
TRAINING MANUALS
BALLOT CONVERTER SYSTEM
AUDIT COSTS
TOTAL

$7,800.00
$819.00
$1,200.00
$9,819.00
$1,249.00
$16,500.00

$500,948.00

$30,000.00
$30,000.00

$75,000.00
$15,000.00

$10,000.00

$10,000.00

$670,948.00
$6,000.00
$30,600.00
$5,000.00
$740,116.00



GROUP 1 - DATA
MINING AND
COMMERCIAL DATA
COLLECTION

GROUP 2 - THIRD
PARTY APPLICATION
PROVIDERS - LEAGUE,
OVERSEAS VOTE ETC
GROUP 3 - SOCIAL
NETWORK

TOTAL

NOTE

$25,000.00

$7,600.00

$15,000.00
$47,500.00

40,000 GROUPS 1 AND 3 CAP -
MAY SHIFT COSTS BETWEEN
1 AND 3 DEPENDING ON WHO
MIGHT REQUIRE PAYMENT



CCR Search Results

CCR Search Results
Not to be used as certifications and representations. See ORCA for official certification.

Registration Status: Active in CCR; Registration valid until 11/14/2012.

DUNS: 073755977
DUNS PLUS4:
CAGE/NCAGE: 4SWR3
Legal Business Name: BOONE, COUNTY OF
Doing Business As (DBA):

Division Name:
Division Number:
Company URL:

Physical Street Address 1: 801 E WALNUT RM 205
Physical Street Address 2: '
Physical City: COLUMBIA
Physical State: MO
Physical Foreign Province:
Physical Zip/Postal Code: 65201-4890
Physical Country: USA '

Mailing Name: WENDY NOREN
Mailing Street Address 1: 801 E. WALNUT
Mailing Street Address 2: ROOM 236
Mailing City: COLUMBIA
Mailing State: MO
Mailing Foreign Province:
Mailing Zip/Postal Code: 65201-4890
Mailing Country: USA

Business Start Date: 11/16/1820
Delinquent Federal Debt: No

CORPORATE INFORMATION

Type of Organization
U.S. Government Entity

Business Types/Grants

12 - U.S. Local Government
V2 - Grants
C7 - County

httpé /f'www .bpn.gov/CCRSearch/detail.aspx

Page 1 of 3

03/12/2012



CCR Search Results _ Page 2 of 3

DISASTER RESPONSE INFORMATION

Bonding Levels

Construction Bonding
Level, Per Contract
(dollars):

Construction Bonding
Level, Aggregate
{dollars):

Service Bonding Level,
Per Contract {dollars):

. Service Bonding Level,
Aggregate (dollars):

Geographic Areas Served
No geographic areas specified
GOODS / SERVICES
North American Industry Classification System (NAICS)

921140 - Executive and Legislative Offices, Combined
922110 - Courts _
926120 - Regulation and Administration of Transportation Programs

Product Service Codes (PSC)

Federal Supply Classification (FSC)

SMALL BUSINESS TYPES

SDB, 8A and HubZone certifications come from the Small Business Administration and are not editable by
: CCR vendors,

Business Types Exbiration Date

North American Industry Classification System (NAICS)

The small business size status is derived from the receipts, number of employees, assets, barrels of oil,
and/or megawatt hours entered by the vendor during the registration process.

NAICS Description Small Emerging Small
Code Business Business
921140 Executive and Legislative Offices, Combilned ' No No '
922110 Courts - No No
926120 Regulation and Administration of Transportation Programs No No

CCR POINTS OF CONTACT

Government Business Primary POC Government Business Alternate POC

https://www.bpn.gov/CCRSearch/detail.aspx ‘ 03/12/2012



CCR Search Results

Name: KAREN MILLER

Address Line 1: 801 E. WALNUT
Address Line 2;
City: COLUMBIA
State: MO
Foreign Province:
Zip/Postal Code: 65201-4890
Country: USA
U.S. Phone: 573-886-4308
Non-U.S. Phone:
Fax: 573-886-4311

Past Performance Primary POC
Name:

Address Line 1:
Address Line 2:
City:

State:

Foreign Province:
Zip/Postal Code:

' Country:
U.S. Phone:
Non-U.S. Phone:
Fax:

Electronic Business Primary POC
Name: NICOLE GALLOWAY

Address Line 1: 801 E. WALNUT
Address Line 2:
City: COLUMBIA
State: MO '
Foreign Province:
Zip/Postal Code: 65201-4890
Country: USA
U.S. Phone: 573-886-4367
Non-U.S. Phone:
Fax: 573-886-4369

https://www.bpn.gov/CCRSearch/detail.aspx

" Name:

Address Line 1:
Address Line 2:
City:

State:

Foreign Province:
Zip/Postal Code:
Country:

U.S. Phone:
Non-U.S. Phone:

" Fax:

KATHY LLOYD
705 E. WALNUT

COLUMBIA
MO

65201-4487
USA.
573-886-4060

573-886-4070

Page 3 of 3

Past Performance Alternate POC

Name:

Address Line 1:
Address Line 2:
City:

State:

Foreign Province:
Zip/Postal Code:
Country:

U.S. Phone:
Non-U.S. Phone:

Fax: -

Electronic Business Alternate POC

Name:

Address Line 1:
Address Line 2:
City:

State:

Foreign Province:
- Zip/Postal Code:
Country:

U.S. Phone:
Non-U.S. Phone:
Fax:

JUDY ENGLE

801 E. WALNUT

COLUMBIA
MO

65201-4890
USA
573-886-4367

573-886-4369

03/12/2012
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Electronic Absentee Systems for Elections

-ﬁ\ '\ EASE Grants
Number 12217
Qffica: Federal Voting Assietance Program
PROGRAM INFORMATION

Authorization (040):

10 U.S,C. 2358

42 USC 1973ff et al

42 USC 1973gg et al

10 USC 1566

10 USC 1566z

PL 107-107, sec 1804, as amended by PL 108-375, Sec 567(a)

PL 107-107, sec 1804, as amended by PL 108-375, Sec 567(b)

NDAA 2010 Sec 589, Executive Order Executive Order 12642, 10 U.S.C 2358

Objectives (050):

The objective of these activities will be to:

1.Establish and ensure successful, sustainable and affordable electronic tools that will improve voting systems for
voters protected by the Uniformed and Overseas Cilizens Absentee Voting Act (UOCAVAYL

2.Increase the percentage of Haliots successfully relurned by UOCAVA voters 10 be aither equal to, or greater
than the perceniage of baliots returned by *-ie general voling population.

3 Collect and amalyze data t¢ increzse effectiveness of absantee voling procedures and systems.

4 Estabiisn anc maintain 2 oipeiine of ideas. techniques and best practicas of Election Officials and their services
for UOCAVA voters.

Types of Assistance (060):

Proiect Grants

Uses and Use Restrictions (070}

Develop innovative electronic election systems tools that will reduce impediments faced by UOCAVA voters.

Eligibility Requirements (080)
Applicant Eligibility (081):
Applicants are encouraged to devclop innovative approaches that utiize their unigue assets. capabitities.

locations, and personnel.

Beneficiary Eligibility (082):

htips://www.cfda.gov/index?s=program&mode=form&id=cec51¢62a39015¢022(4145dda... 04/11/2011



12217 - Electronic Absentee Systems for Elections - CFDA: Programs Pane 2 0f 4

The amount and period of performance of each selected proposal may vary depending on the research area and
the lechnical approach to be pursued by tha selected offeror

Credentials/Documentation (083):

Costs will be delermined in accordance to applicable regulations, applicable cost principles and appropriated OMB
guidance (such OMB Circular A-87 for State, Local, and Indian Tribal Governments). Applicants may be reguired
to demonstrate that they have the appropriate background, training, experience, and /or equipment to carry out the
purposes of the assistance OMB Circular No. A-87 applies to this program.

Application and Award Process (000)

Proapplication Coordination (081}:
Preapplication coordination is not applicable. Environmental impact information is not required for this program.
This program is excluded frons coverage under E.O. 12372

atehr )]

Applicztion Procaduras (022
OMB Circular No. A-102 applies to this program. This pregram is excluded from coverage under OMB Circular No.
A-110

Awnard Procedurs (022}

Award decisions will be hased on a competitive seiection of proposals based on a scientific, technical,
management a1d cost review. Evaluations will be conducted using the following evaluation criteria; number of
UOCAVA volers served, sustainability, innovatien, scalability, approach. The Government will evaluate options for
award purposes by adding the total cost for all options to the total cost for the basic requirement. Evaluation of
options will not obligate the Government o exercise the options during grant perforrance

Deadlines {094):

Not Apglicable.

Range of Approval/Dizapproval Time (095):
From 60 to 90 days. Although DoD will attempt {o make award decisions with in sixty (0) to ninety (90) days,;
aclual approval time may vary and depend in part on how quick!ly DoD obtains the required information and forms.

Appeals (098):
Not Applicable.

Renewals [0S7}):
Not Applicable

Assistance Consideration (100)

Formula and Matching Pequirements (101):
Statutory fermulas are not applicable 1o this program.
This program has no matching requirements.

This program does nol have MOE requirements.

Lendath and Time Phasing of Assistance (102):
The terms of the assistance shall be determined at time of award. The tength and time-phasing of the assistance
will be stated in the assistance instrument and appropriately limited by the lawful availability of funds. See the

https:/Awvww, elda.gov/index ?s=program&mode ~form&id-cecS 16223901 5¢022[4145dda... 0471172011
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following for information on how assistance is awarded/released:. See the following for imformation on how
assistance is awarded/released: Mutually agreeable schedule for release of funds.

Post Assistance Reaquiremants (110)

Reports (111):
Final repont. SF-425. Programmalic interim repoct
Data coltection points reports. No expenditure reports are required. No performance monitoring 8 required.

Audits (112):

In accordance with the provisions of OMB Circular No A-133 (Revised, June 27, 2003), "Audits of States, Local
Governmenls. and Non-Profil Organizations.” nonfederal entities that expend financial assistance of $500.000 or
more in Federal awards will have a single or a program-specific audit conducied for that year. Nonfederal entilies
that expend less than $500,000 a year in Federat awards are exempt from Federal audit requirements for that
year, except as noted in Circular No. A-133. none

Records (113):

The Comptroller General of the United States or a duly authorized representative from the General Accounting
Oftice shall, unul 3 yezrs after final payment under this grant have access to and right to examine any of the
recipient's directly pertinent books, documents, papéers. or other records involving transactions related 1o this
granl,

I Tet

Financial Information 11200

Account ldentification (121):
97-0400-7-3-010.

Obligations (122):
(Project Grants) FY 10 Not Available(Exp: First year grant), 7Y 11 $3,000.000; FY 12 $1,000.000

Range and Average of Financial Assistance (123):

No Data Avaitable.

Pragram Accomplishmants (130%
Not Applicable.

Reqgulations. Guidelines. and Literature (140):

DoD Grant and Agreement Regulations and applicable OMB Circulars

fnformation Confacts {(150)

Regional or Local Officz (151) :
None.

Headquarters Office (152):
Kortnee R. Stewart 1155 Defense Pentagon RPN 12063 , Washington, District of Columbia 20301 Email:

-

hips:/www.elda.gov/index?s=program&mode=form&id- cec51¢62a39015c022{4145dda... 04/11/201 1
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Website Addrass (153):
hitp:/Awww fuvap gov

Relzted Programs (180):
Not Applicable.

Examples ¢f Funded Projects {170):
Nol Applicable.

Criteria for Selecting Proposals (18Q):

Proposals should identify programs and methods that will be used to foster and develop preducts 1o lessen the
impediments that exist for the UOCAVA voler. Award decisions will be founded on a competitive selection of
proposals that are based on scienlific, lechnical, management and cost review as well as relevance and
contrioutions as they relate to FVAP's specific EASE Grant Program goals.

hitps://www.clda.goviindex?s=program&mode  formdeid=cecS51¢62a39015¢0221H 145dda... 041172011



DELEGATION LETTER OF POST AWARD ADMINISTRATION — FEDERAL ASSISTANCE INSTRUMENTS

1. TO (Administrative Grants Office): 2. FROM (DHRA Grants Office):
DCMA Chicago Defense Human Resources Activity
1523 West Central Road, BLDG 203 4800 Mark Center Drive, Suite 07G12
Arlington, Heights, 1L 60005-2451 : Alexandria, VA 22350-1300
3. NAME AND ADDRESS OF RECTPTENT 4a. AWARD NUMBER 5a. FACE VALUE
' _ H98210-12-1-0020 $787,616.00
Boone County 4b. AWARD DATE Sb. COST SHARE
801 E Walnut, Room 205 12 December 2011 1 YES NO
Columbia, MO 65201-4890 . :
. 6. INSTRUMENT TYPE 7. COMPLETION DATE
POC: Ms. Wendy Noren "~ Grant 30 November 2016

(573) 886-4295

8. AUTHORITY AND AWARD OBJECTIVES (Describe briefly) :
Authority: 10 U.S.C. 2358. a public purpose of support by improving the voting experience of UOCAVA voters, reduce voting
impediments faced by them, and stimulate the development of innovative approaches to absentee voting by UOCAVA voters.

9. You are hereby authorized to act as my representative in the administration of this Federal Assistance mstrument. The
fanctions delegated to you for administration are those listed in 32 CFR 22.715.

10. You are further authorized, within the limits ofthe award, to re-delegate the functions delegated to you by paragraph 9
above, unless re~-delegation authority is specifically withheld. Any re-delegation of functions to be performed will be directed
to the DHRA Grants Officer listed below.

11. You are requested to provide the DHRA Grants Officer with copies of all communications relating to the administration
ofl the award that you consider significant.

12. Please acknowledge acceptance of this delegatlon by retummg one (1) signed copy within 5 work days of receipt to the
DHRA Grants Officer. ‘

13. TYPED NAME OF GRANTS OFFICER 14. SIGNATURE OF GRANTS OFFICER | 15. DATE SIGNED

ROBERT J. LAVELLE 07 DEC 2011
16. DCC-W PERSONNEL TO CONTACT WHEN NECESSARY:
Contact Name/Function Telephone FAX _ E-Mail Address

Robert J. Lavelle/Grants Officer = (571) 372-2614 {571) 372-2599 Bob.Lavelle@osd.pentagon.mil

17. ACKNOWLEDGEMENT OF RECEIPT OF DELEGATION:

NAME: TITLE:

TELEPHONE: ' FAX NO:

E-MAIL:




STANDARD INSTRUCTIONS: In addition to the procedures of 32 CFR 31.3, administrative requirements for grants and
cooperative agreements are specified in the following DoD Grant and Agreement Regulations:

Standard administrative requirements for grants and cooperative agreements are specified by:

APPLICABLE TO . :
THIS INSTRUMENT 32 CER (DoD Grant and Agreement Regulations, DoD 3210.6-R)
] . 32 CFR 32, the DoD implementation of OMB Circular A-110, for grants and cooperative agree

ments performed by domestic institutions of higher education and nonprofit organizations.

32 CFR 32, to the maximum extent practicable, for grants and cooperative agreements with foreign
recipients. '

32 CFR 33, the DoD implementation of OMB Circular A-102, for grants and cooperative agree
ments performed by State and local governments.

32 CFR 34, for commercial organizations.

oo XK 0O

32 CFR 37, lor special requirements as specified, to administer cooperative agreements under the
anthority of 10 U. S. C, 2371.

The delegated functions and the special instructions provided in this delegation apply only to the extent that they are applica-
ble under the terms and conditions of the award instrument. Nothing in this delegation is intended to supersede or to provide
direction outside the award provisions.

The DHRA Grants Officer hereby request that your office perform a post-award conference and provide DHRA with the mi-
nutes of the conference. The DHRA Grants Officer is unable to attend, but may be contacted via telephone during the post—
award conference, if necessary.

If it is believed that there is any conflict between this delegation and the award provisions, the Delegating Grants Officer iden-
tified on the Letter of Delegation should be notified immediately.



OMB Number: 4040-0003
Expiration Date: 7/30/2011

Key Contacts Form

* Applicant Organization Name:

COUNTY OF BOONE |
Enter the individual's role on the project (e.g., project manager, fiscal contact).

* Contact 1 Project Role: |p:’\-(}\73i',(j';' DIRECTOR |
Prefix: Ms

" First Name:

Middle Name: [susan

" Last Name: |t~!ORE.N

Suffix: |
Title: |BOONE COUNTY CLERK
Organizational Affiliation:
COUNTY OF BOONE
" Street1: |801_ E WALNUD RM 236 |
Streel2: | |
* City: |col,';=; IBTA |
County: BOONE
" State: MO: Missouri
Province: | |
* Country: | USA: UNITED STATES |
" Zip/ Postal Code:  [65201-7732 |
* Telephone Number: |57 3-886-4255 |
Fax: [573-886-4500 |
"Emailly sy renfignatl . com

Tracking Number:GRANT 10922146 Funding Opportunity Number:H98210-BAA-11-0001 Received Date:2011-07-12T16:37:28-04:00



OMB Number: 4040-0003
Expiration Date: 7/30/2011

Key Contacts Form

* Applicant Organization Name:

F Y OF ESOONE |

Enter the individual's role on the project (e.g., project manager, fiscal contact).

" Contact 2 Project Role: |“ ocject Director Sub-contractior level |

Prefix: Dr.

" First Name: |[Dale

Middle Name: |

" Last Name: |Musser

Suffix: |Ph .D.

Title: |Di rector Information Technolsogyv Program

Organizational Affiliation:

College of Engineering Universirty of Missouri Columbia

" Streett: |1 D7 Engineering Fuilding West |
Street2: | |
* City: lCu:- Iumbia |
County: Ezone
" State: MO: Missouri
Province: | |
" Country: | USA: UNITED STATES |
* Zip / Postal Code:  [65211 |
* Telephone Number: |573-894-1333 |
Fax: | |

" Email: !:51‘..'.’.-‘. serdatmiss

Tracking Number:GRANT 10922146 Funding Opportunity Number:H98210-BAA-11-0001 Received Date:2011-07-12T16:37:28-04:00



OMB Number: 4040-0004
Expiration Date: 03/31/2012

Application for Federal Assistance SF-424

" 1. Type of Submission:
[[] Preapplication

X] Application
|:| Changed/Corrected Application

X New

[ ] Continuation

[[] Revision

* 2. Type of Application:

* If Revision, select appropriale letier(s):

" Other (Specify):

* 3. Date Received:

4. Applicant Identifier:

|o7:1m011

5a. Federal Entity ldentifier:

5b. Federal Award ldentifier:

State Use Only:

8. Date Received by State: |:|

7. State Application Identifier: |

8. APPLICANT INFORMATION:

" a. Legal Name: |COUNTY OF O

* b. Employet/Taxpayer ldentification Number (EIN/TIN).

* ¢. Organizational DUNS:

@

d. Address:

* Street1: 201 £ waLwur ROOM 236 |
Streat2: | |

* City: l@z_iﬁ.\-z&.:.ﬁ. |
County/Parish: BOONE COUNTY |

* State: | MO: |
Province: | |

* Country: | USA: UNITED STATES |

“ Zip / Postal Code: |65201 -7732

e, Organizational Unit:

Depanment Name:

Division Name:

EO(

E COUNTY CLERK

f. Name and contact information of person to be contacted on matters involving this application:

Prefix:

Ms .

| * First Name: |;'

Middle Name

F
“ Last Name: [ |
Suffix: |

Title: [F_-,'OOJ'\?E COUNTY CLERK

Organizational Affiliation:

* Telephone Number: [573-83¢-42

95

Fax Number: [573-836-4300

* Email: |wsno renégmail.com

Tracking Number:GRANT 10922146

Funding Opportunity Number:H98210-BAA-11-0001 Received Date:2011-07-12T16:37:28-04:00




.

Application for Federal Assistance SF-424

~ 9. Type of Applicant 1: Select Applicant Type:

|E: County Government

Type of Applicant 2: Select Applicant Type:

Type of Applicant 3: Select Applicant Type:

“ Other {specify):

“ 10. Name of Federal Agency:

|Department nf Pefense

11. Catalog of Federal Domestic Assistance Number:

[

CFDA Title:

Electronic Absentee Systems for Elections

“ 12. Funding Opportunity Number:

H98210-EAR-11-0001

¥ Title:

Federal Voting Assistance Program

13. Competition ldentification Number:

Title:

14. Areas Affected by Project (Cities, Counties, States, etc.):

for use by elec
to UCCA

on officials to improve cutreach, services,

commuriication,

and ballct

COUNTY LIST.pdf Add Attachment Delete Attachment View Attachment
~ 15. Descriptive Title of Applicant's Project:
EASE Project: Re rch and Development of Sustainable, Open Scurce, Multi-FPlatform Applications

delivery

Attach supporting documents as specified in agency instructions.

Add Attachments Delete Attachments View Attachments J

Tracking Number:GRANT 10922146

Funding Opportunity Number:H98210-BAA-11-0001 Received Date:2011-07-12T16:37:28-04:00




Application for Federal Assistance SF424

16. Congressional Districts Of;

*a. Applicant

6. Program/Project

Aniach an additional list of Program/Project Congressional Districts if needed.

Add Attachment Delete Attachment | View Attachment ]

17. Proposed Project:

“a. Stan Date: |03/01/2011 * b. End Dats:

18. Estimated Funding (S):

0,00

“f. Program Income

* a. Federal | 7‘87‘,616.00|
“b. Applicant | 0. 00|
‘ ¢. State | ..... 10
* d. Local | 0. 00|
* 6. Other | 0.00]
|
|

' g. TOTAL 787,616.00)

~ 19. Is Application Subject to Review 8y State Under Executive Order 12372 Process?

|:| a. This application was made available to the State under the Executive Order 12372 Process for review on |:|
|:| b. Program is subject to E.0. 12372 but has not been selected by the State for review.

& ¢. Program is not covered by E.O. 12372.

~ 20. Is the Applicant Delinquent On Any Federal Debt? (If "Yes," provide explanation in attachment.)
[]es X No
If "Yes", provide explanation and attach

| Add Attachment Delete Attachment View Attachment

21. "By signing this application, | certify (1) (o the statements contained in the list of certifications™ and (2) that the statements
herein are true, complete and accurate (o the best of my knowledge. | also provide the requited assurances™ and agree (o
comply with any resulting terms if | accept an award. | am aware that any false, fictitious, or fraudulent statements or claims may
subject me to criminal, civil, or administrative penalties. (U.S. Code, Title 218, Section 1001)

[X] =) AGREE

** The list of cenifications and assurances, or an internet site where you may obtain this list, is contained in the announcement or agency
specific instructions.

Authorized Representative:

Prefix: | | * First Name:

Middle Narme:

st

“ Last Neame: ];\5(\«\.\‘,_-__-_-\-

Suffix: | |

" Title: [e‘-c:r)m-: COUNTY CLERK |

* Telephone Number: |573—886—4295 | Fax Number: [573-886-4300

* Email: ‘ renBgmail. |
* Signature of Authorized Representative: ﬁm\( NOREN | * Date Signed: |o7mmr 1 |

Tracking Number:GRANT 10922146 Funding Opportunity Number:H98210-BAA-11-0001 Received Date:2011-07-12T16:37:28-04:00



BUDGET INFORMATION - Non-Construction Programs

SECTION A - BUDGET SUMMARY

Grant Program

Catalog of Federal

Estimated Unobligated Funds

New or Revised

Tracking Number: GRANT 10922146

Funct_io_n or Domestic Assistance
Activity Number Federal Non-Federal Federal Non-Fede
(a) (b) (c) (d) (e) (n
1. |RESEARCH AND PRODCUT $ | $ | $ | 740,116.oo| $ |
DEVELOPMENT
2. |RESEARCH SEMINAR | | 47,soo.oo| |
3. | | ||
a. | | |
5.  Totals $| $ | $ | 787,616.00| $ |
Pres

Funding Opportunity Number:H98210-BAA-11-0001 Re



SECTION B - BUDGET CATEGORIES

6. Object Class Categories GRANT PROGRAM, FUNCTION OR ACTIVITY
(1) 2 (©) 4)

RESEARCH AND PRODCUT RESEARCH SEMINAR
DEVELOPMENT

a. Personnel $ | 9’819'°°|$ | | $ | |$
b. Fringe Benefits | 1’249'°°| | | | |
c. Travel | 16’5°°'°°| | | | |
d. Equipment | 3°'6°°'°°| | | | |
e. Supplies | 6’°°°'°°| | | | |
f. Contractual | 67°'948'°°| | | | |

g. Construction | | | | | |

h. Other | s,ooo.oo| | 47,soo.oo| | |

i. Total Direct Charges (sum of 6a-6h) | 7401116~°°| | 47:5°°~°°| | |

j- Indirect Charges | | | | | |

k. TOTALS (sum of 6i and 6j) $ | 740,116.00|$ | 47,500.00[|§ | |$

7. Program Income $ | °'°°| $ | °'°°| $ | | $

Authorized for Local Reproduction
Presci

Tracking Number: GRANT 10922146 Funding Opportunity Number:H98210-BAA-11-0001 Re



Tracking Number: GRANT 10922146

SECTION C - NON-FEDERAL RESOURCES
(a) Grant Program (b) Applicant (c) State (d) Other Sq
8. $ | | Is | s |
°. | ||| ||
10. | ||| ||
. | | ||
12. TOTAL (sum of lines 8-11) $ | |s | Is |
SECTION D - FORECASTED CASH NEEDS
Total for 1st Year 1st Quarter 2nd Quarter 3rd Que
13. Federal 3| 375,000.00|g | I 8|
14. Non-Federal 3| | | | | ||
15. TOTAL (sum of lines 13 and 14) $| 375,000.00/ ¢ | I3 IE
SECTION E - BUDGET ESTIMATES OF FEDERAL FUNDS NEEDED FOR BALANCE OF THE PROJECT
(a) Grant Program FUTURE FUNDING PERIODS (Y
(b)First (c) Second (d) Thi
16, |RESERRCH AND DEVELOPMENT $ | 412,616.00| $| | $|
7 | | | | |
18. | | | | |
19. | | | | |
20. TOTAL (sum of lines 16 - 19) $ | 412,616.00| g | IE]
SECTION F - OTHER BUDGET INFORMATION
21. Direct Charges: [517327.00 | 22. Indirect Charges: |170289.00
23. Remarks: INDIRECT COST AMOUNT INCLUDES F&A COSTS FROM SUB CONTRACTOR (included in contractual cost total)
Authorized for Local Reproduction
Pre

Funding Opportunity Number:H98210-BAA-11-0001 Re



MEMORANDUM FOR THE OFEFICIAL GRANT FILE (OGF)
SUBJECT: Rationale to Enter Into Grant No. H98210-12-1-0020 with Boone County

1. BACKGROUND.

On 08 Oclober 2009, the Director, Defense Procurement and Acquisition Policy (DPAP)
granted the Defense Human Resources Activity (DHRA) with Delegation of Authority to
establish the Procurernent Support Office (PSO). This delegation enabled the PSO to exercise
procurement authority in support of the DHRA Components.

At that time the PSO did not have authority to enter into Federal Assistance instruments
(i.e., grants or cooperative agreements), nor did the PSO have a warranted Grants Officer. The
Federal Voting Assistance Program (FVAP) directed their Electronic Absentee Systems for
elections (EASE) grant program requirement to Washington Headquarters Services (WHS),
Acquisition Directorate to solicit, negotiate and award multiple grants. It was determined that
the eligible entities under this Program would be State and Local governments.

During the period of 02 February through 11 May 2011, WHS, FVAP and the PSO jointly
developed the requirements for the EASE Grant Program. The purpose of this grant program is
to receive proposals that will fulfill a public purpose of support by improving the voting
experience of UOCAVA volers, reduce voting impediments faced by them, and stimulate the
development of innovative approaches to absentee voting by UOCAV A voters. On |1 May
2011, Ms. Sharon Cooper, Director DHRA approved the FVAP EASE Grant Program.

WHS issued Broad Agency Announcement (BAA) HQ0034-FVAP-11-BAA -0001 on 18
May 2011; the due date for receipt of Applications was established as 22 June 2011.

WHS issued Amendment #1 on 20 May 2011, to increase the estimated total award
ceiling to $15,500,000.00. Amendment #2 was issued later that day, to increase the estimated
total award ceiling to $16,000,000.00 and added US Territories as eligible entities. WHS issued
Amendment #3 on 03 June 201 1, to increase the estimated total award ceiling to $16,200,000.00
and extend the due date for Application submission to 11 July 2011.

During the period of 03 — 10 June 201, the Director of WHS-Acquisition and
Procurement Office and the Director, DHRA Procurement Support Office agreed to transfer
oversight of the BAA and resulting award process to DHRA-PSO.

On 17 June 2011 the DHRA-PSO Grants Officer posted a “conformed copy” of the WHS
BAA as BAA H98210-BAA-11-0001 to Grants.gov. All potential Applicants were advised that
the DHRA-PSO BAA superseded the WHS BAA. All future inquiries would be made directly to
Mr. Robert Lavelle (DHRA-PSO Grants Officer).



On 20 June 2011, the PSO issued Amendment #1 {minor corrections) and Amendment #2
in order to provide potential Applicants with additional questions and Government responses,
and to extend the due date for receipt of Applications to 13 July 2011.

. In response to the PSO BAA, fifty (50) Applications were received. During the period of
14 - 25 July the PSO Grants Officer reviewed the Applications, Budgets and supporting
documentation to ensure compliance with the terms and conditions of the BAA and the DoD
Grant and Agreement Regulations. Two Applicants were advised that their Applications were
initially received by Grants.gov, but had internal errors (to Grants.gov) and were not re-submitted
to Grants.gov prior to the suspense date and time.

During the period of 26-28 July, the FVAP Evaluation Panel convened. The panel was
comprised of Mr. Paddy McGuire (Panel Chairman and Deputy Director of FVAP), Ms. Robin
Burgess (FVAP Program Officer) and Mr. Andrew Rivera (FVAP Analyst). In addition, thirteen
(13) non-Federal former Election Officials, served as Subject Matter Experts; these individuals
were non-voting members of the panel.

Applications were evaluated in accordance with the following factors, incorporated under

the BAA:

1. Significance (Factor 1)
FV AP research indicates that UOCAVA voters experience a higher failure in every stage
of the voting process than comparable populations in the general electorate. Therefore,
grant applications that address various stages of the voting process are encouraged,
especially those that provide online voter registration and absentee ballot application
capabilities, improved and more seamless access to UOCAV A voter information (such as
user-friendly online information websites), or tools that confirm voter success or failure at
completing various stages of the voting process.

2. Sustainable (Factor 2)
Grant proposals should address sustainability, both in terms of continuing to provide
FVAP research, testing, and evaluation data over time, as well as in terms of
demonstrating how the application tool can be cost-effectively sustained by State or local
~ election officials (as appropriate) over time.

3. Impact (Factor 3)
The number of UOCAV A voters affected will serve as a measurement as to how much ot
an impact of the proposed projéct will have on the UOCAVA population. Impact also
addresses the expected number of additional registrations, absentee ballot applications,
~ information enquiries, ballot transmissions, ballot markings, or ballot returns are
successfully completed.



4. Strategic Approach (Factor 4)
The proposed project must have a basis upon the presentation of a credible hypothesis (or
set of hypotheses) and a well-defined and appropriate plan to test that hypothesis. Such
hypotheses should advance the body of knowledge needed to alleviate the obstacles faced
by UOCAVA voters in their absentee voting process as well as identify risk areas and
provide mitigating strategies and controls as well as benchmarks for success.

5. Innovation (Factor S)
Innovation reflects the discovery or implementation of new technologies. Preferably,
these new technologies will lead to the development of processes, products, and
techniques that other jurisdictions can replicate.

Please note: The electronic transmission of voted ballots in an actual election will

not be funded through these grants. However, FVAP will consider applications that

propose demonstration projects that test the electronic transmission of voted ballots

to analyze the security and reliability of online voted ballot transmission systems in
“environments other than actual elections. .

6. Scalability (Factor 6)
Scalability is the ability of the proposed prOJect to continue to function well when it
changed in size or scope in order to meet a broad range of election officials* needs. A
scalable system is able to maintain, at a minimum, its level of performance or efficiency
when applied to different operational demands.

7. Collaborative (Factor 7)
This is the extent to which the grant application demonstrates collaboration of effort from
more than one jurisdiction. Solutions developed collaboratively by multiple jurisdictions
will likely be more exportable to other jurisdictions.

Upon completion of the technical evaluation process, FVAP staff conducted evaluation of -

the Application Budgets (and supporting documentation. This evaluation for “Return on
Investment (ROI)” was incorporated under the BAA at Factor #8:

8. Cost Benefit Analysis (Factor 8)
Analysis of cost, benefit and return of investment of the proposed research and/or tool is
pertinent. A comparison of cost versus benefits based on initial investments and a
detailed description of return of investment (ROI) measures is essential. For proposals
that entail several components that can, in effect, be phased or implemented in modules,
where cach can be a complete capability. Itemizations of each capability as well as the
cost benefit analysis of each capability need to be included for proper evaluation in the
event of partial funding.

Due to the large number of Applications received, it was determined that grant awards
would be in two (or more) Phases. On 12 September 2011, Mr. Robert Carey (Director, FVAP)



provided the PSO with award recommendations for grant awards in Phase I. The Grants Officer
accepted the recommendations on 13 September 2011.

Discussions were conducted with the Phase II Applicants during the period of 04 October
through 14 November 2011. As a result of those discussions, the Office of the Lieutenant
Governor of Utah is hereby recommended for a grant award, supported by the documentation set
forth herein.

2. AUTHORIZATION AND APPROVAL.

Enabling Legislation. This Grant is awarded under the statutory authority of 10 U.S.C. § 2358
— Research and Development Projects.

3. PRE-AWARD DOCUMENTS.

TAB Al - Purchase Request No. HQ0579-1311-0007-000 (dated 08 November 2011) was
received in the amount of $787,616.00 to provide for full funding of the Grant. Research,
Development Test and Evaluation (RDT&E) is made available for this Grant.

TAB A3 —F VAP is in compliance with the requirements of the Catalog of Federal Domestic
Assistance (CFDA), under Program Number 12.217.

TAB A6 -FVAP’s Action Memo on the use of grant and cooperative agreement author ity (dated
20 December 2010) was determined to be legally sufficient by Ms. Heather J. LoPresti, Associate
General Counsel on 22 December 2010.

TAB A8 — The Recipient’s Initial Application, Budget, Technical Proposal and supporting
documentation served as the basis for the Government’s discussion issues.

TAB A9 — The Recipient was provided the Government’s issues in advance of the discussion
session. Discussions were held via telephone conference call on 24 October 2011. FVAP raised
several issues with regard to the Recipient’s Technical Proposal. Terms and conditions of the
proposed Grant award were also discussed:

. a. Effective Date of Award — 12 December 2011, pending acceptance of the terms and
conditions by the Recipient.

b. Term of the Grant cannot exceed sixty (60) months. The Partles agreed that the end
date of the Grant will be 30 November 2016.

c. Payment will be on an Advance basis. The Recipient shall use Wide Area Workflow
(WAWF) for submission of payment requests; the Recipient must be registered in WAWT within
ten days of award.

d. Pre-award costs will be allowable from 13 July 2011 through the effective date of

award.



e. Data Collection Point Reports (Report Requirements will be incorporated at Section D
of the Grant award) will be used in lieu of Quarterly Performance Reports.

f. Financial Reports (SF 425) will be submitted on a quarterly basis.

g. The Grants Officer advised the Recipient that an electronic copy (or Internet link to)
1ts most recent Comprehensive Financial Report and its Procurement Procedures. The Recipient
provided the URL link to these documents via e-mail, following conclusion of discussions.

h. The Defense Contract Management Agency will provide post-award administration of
the Grant. DCMA will provide for certification of all payment requests; surveillance will include
the Recipient’s Financial, Procurement and Property Administration systems. The DCMA
. Admunistrative grants Officer will be instructed to provide for a post-award briefing to the

Recipient.

TAB Al0 - On 28 November 2011, the Recipient accepted the Data Point Collection Report
Requirements and has submitted all supplemental information requested during discussions.

TAB All - On 07 October 2011, Mr. Robert Carey, Director FVAP, recommended seventeen
(17) Applicants for award under Phase II of the award process. The Applicant’s SF424 and
SF424A and the Recipient’s Concept Plan will be incorporated as attachments in the award

document.

4, BUDGET/TECHNICAL ANALYSIS.

Initial Budget (SF 424A) and Supporting Documentation. The amounts proposed for Object

Class Categories for the term of the Grant are as follows:

i , O FEDERAL T | NON-FEDERAL ~TOTAL .
Personnel S 9,819.00 | § - $ 9,81 9 00
Fringe Benefifs $ .1,249.00 | $ - b 1.249.00
Travel 3 16,500.00 | § - $ 16,50 0.00
Equipment 3 30,600.00 1§ - 5 30,600.00
Supplies ) 6,000.00 | § - 5 6,000.00
Contractual $ 670,948.00 | § - 3 670,94 8.00
Construction % - 3 - h -
Other $ 52,500.00 | $ - Is 52,50 0.00
Total Direct Charges $ 787,616 00 | 5 - $ 787,61 6.00
Indlrect Charges $ $ - $ -

e T()C[‘ALS"" B : 3 )
Program Income




Revised Budoet (SF 424 A) and Supporting Documentation.

SECI]ON‘B BUDGEI'

Person.uel % 9.819.00 1. 25%
Fringe Benefits $ 1,249.00 3.16%
Trawel 3 16,500.00 2.09%
Equi pment $ 30,600.00 3.89%
Supplies $ 6,000.00 0.76%
Contractual $ 670,948.00 85.19%
Construction § - 0.00%
Qther b 52,500.00 6.67 %
Total Direct Charges $ 787,616.00
Indirect Charges 5 -

TDTAL YEAR 1 | § 787,616.00

The Grants Officer has determined that the Recipient has reliably demonstrated its ability to
relate financial data to the proposed effort. The Recipient has not proposed indirect rates. Based
on the information provided, analysis and agreement of the parties, it has been determined that

. the Recipient’s budget is reasonable and acceptable.

Pursuant to 32 CFR 33.26, the Recipient’s annual audit was conducted in accordance with the

generally accepted auditing standards, and the Office of Management and Budget (OMB)

Circular A-133 “Audits of States, Local Governments and Non-Profit Organizations”. The

findings noted no matters involving the uiternal control structure and its operations that would be

considered to be material weaknesses as defined under standards estahlished by the American
 Institute of Certified Public Accountants. ‘

TAB B2 - The Grants Officer will designate Ms. Robin Burgess as the Program Officer under
this Grant.

TAB B3 - The Defense Confract Management Agency (DCMA) — Chicago will be delegated as
the Administrative Grants Office {AGO) for post-award administration of this Grant.

5. DETERMINATION OF A REASONABLE/ACCEPTABLE BUDGET. The Grants
Officer has determined that the proposed Recipient has reliably demonstrated its ability to relate
financial data to the proposed effort. The Grants Officer has determined that the Recipient has
proposed an appropriate level of support for the provision and delivery of services as may be
required. Therefore, based on the information provided, analysis and agreement of the partles it
has been determined that the Recipient’s budget is fair and reasonable.

6. RECIPIENT QUALIFICATIONS. Pursuant to 32 CFR 22.1, the proposed Remplent
has demonstrated that it has:




(a) Adequate financial and technical resources, given those that would be made available
through the Agreement, to execute program activities envisioned under the Grant;

(b) No known, recent record of lack of responsibility or serious deficiency in executing
such programs or activities;

(c) No known, recent record indicating a lack of integrity or business ethics; (d) Is
otherwise qualified and eligible to receive Contracts, Grants or Cooperative Agreements under
applicable laws and regulations; and

(e) The Recipient is registered in the Central Contractor Registration (CCR) database |
with a validity period through 14 November 2012.

: (f) The Recipient’s DUNS, TIN and CAGE code are incorporated in Section B of the
Grant to facilitate electronic funds transfer (EFT) through the Wide Area Workflow (WAWEF)
database.

7. RATIONALE TO ENTER INTO PROPOSED GRANT.

Based on the information set forth herein, the Grants Officer has determined that the proposed
Grant reflects a relationship between the United States Government and the Recipient as

authorized under the statutory authority of 10 U.S.C. § 2358 — Research and Development
Projects.. :

The Official Grant File (OGF) contains all applicable documentation to support the Grant. It is
therefore recommended that H98210-12-1-0020 with Boone County in the amount of
$787,616.00 be approved in its final form.

DATE: 07 December 2011

Grants Officer



DEFENSE HUMAN RESOURCES ACTIVITY

PROCUREMENT SUPPORT OFFICE
4800 MARK CENTER DRIVE, SUITE 07G12
ALEXANDRIA, VA 22350-1300

07 December 2011

Ms. Robin Burgess _
Federal Voting Assistance Program
1777 N. Kent Street, Suite 14003
Alexandria, VA 22209-2162

SUBJECT: Designation as Program Officer (PO) Under Grant Number H98210-12-1-0020
1. You are hereby designated as the Program Officer (PO) for the subject Grant.

2. During the term of the Grant, you will insure that the Recipient is in compliance with all
technical aspects of the Grant and submits required reports in a timely manner as specified in the
Grant Schedule. If Recipient’s performance is not satisfactory or deliverable items are not
delivered as required by the terms of the Grant, immediately advise the Grants Officer of the
facts in writing. ' '

3. You are authorized to take action necessary to:

(a) Assure the Recipient performs the technical requirements in accordance with the
Grant terms, funding, conditions and specifications; and,

(b) Maintain liaison and direct communications with both the Recipient and the Grants
Officer. Written communications and documents will be signed as "Program Officer" with a
copy of correspondence to the Recipient furnished to the Grants Officer.

4. Limitations: You are not empowered to award, agree to, or sign any Grant or modification
thereto, or in any way obligate the payment of money by the Government. You may not take any
action which may impact on the Grant or delivery schedules, funds, or scope. All contractual
issues, commitments, or modifications shall be made by the Grants Officer or the Administrative
Grants Officer (as applicable). '

5. You are pot authorized to re-delegate your authority. This designation as Program Officer
shall remain in effect through the life of the Grant, unless sooner revoked in writing by the
Grants Officer. If your designation is revoked for any reason before completion of this Grant,

turn your records over to the successor Program Officer or obtain disposition instructions from
the Grants Officer.

6. You are required to maintain adequate records to describe sufficiently the performance of
your duties as Grant Program Manager and to transfer such records are required. At a minimum,
the PO File shall contain:



(a) Copy of Designation Letter;
(b) Copy of Grant and Modifications; and,
(c) Copy of correspondence between the PO and Recipient.

7. Within thirty (30) days of completion of the Grant, receipt of notification of a personnel
action which would preclude your continuing effectively as PO, or termination of your
designation by the Grants Officer, you shall submit to the Grants Officer, an evaluation
discussing the timeliness and quality of performance; the Recipient's compliance with the
statement of work and terms of the Grant; and specific problems encountered during the life of
the Grant and the resolution of those problems.

8. The designated Program Officer (PO) shall acknowledge receipt of this Delegation and return
the acknowledgment to the undersigned Grants Officer.

ROBE J.LAVELLE
Grants Officer

ENCLOSURE
Acknowledgment of Recetpt



DESIGNATION OF
PROGRAM OFFICER (PO)

ACKNOWLEDGEMBNT OF RECEIPT

I have read and understand the Letter of Desi gndtlon as the Program Officer (PO), under Grant
No: 198210-12-1-0020.

(NAME)

(SIGNATURE)

(DATE)



STATE
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO
MO

COUNTY AFFECTED BY GRANT
ADAIR
ANDREW
ATCHISON
AUDRAIN
BARRY
BARTON
BATES
BENTON
BOLLINGER
BUCHANAN
BUTLER
CALDWELL
CALLAWAY
CAMDEN
CAPE GIRARDEAU
CARROLL
CARTER
CASS
CEDAR
CHARITON
CHRISTIAN
CLARK
CLAY
CLINTON
COLE
COOPER
CRAWFORD
DADE
DALLAS
DAVIESS
DEKALB
DENT
DOUGLAS
DUNKLIN
FRANKLIN
GASCONADE
GENTRY
GREENE
GRUNDY
HARRISON
HENRY
HICKORY
HOLT
HOWARD
HOWELL
IRON
JACKSON
JASPER
JEFFERSON
JOHNSON
KANSAS CITY

counly_list
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KNOX
LACLEDE
LAFAYETTE
LAWRENCE
LEWIS
ILINCOLN
LINN
LIVINGSTON
MACON
MADISON
MARIES
MARION
MCDONALD
MERCER
MILLER
MISSISSIPPI
MONITEAU
MONROE
MONTGOMERY
MORGAN
NEW MADRID
NEWTON
NODAWAY
OREGON
OSAGE
OZARK
PEMISCOT
PERRY
PETTIS
PHELPS
PIKE
PLATTE
POLK
PULASKI
PUTNAM
RALLS
RANDOLPH
RAY
REYNOLDS
RIPLEY
SALINE
SCHUYLER
SCOTLAND
SCOTT
SHANNON
SHELBY

ST CHARLES
ST CLAIR

ST FRANCOIS
ST LOUIS

ST LOUIS CITY
STE GENEVIEVE

counly_list
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STODDARD
STONE
SULLIVAN
TANEY
TEXAS
VERNON
WARREN
WASHINGTON
WAYNE
WEBSTER
WORTH
WRIGHT

county_list
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OMB Approval No. 0348-0040

ASSURANCES - NON-CONSTRUCTION PROGRAMS

Public reporting burden for this collection of information is estimated to average 15 minutes per response, including time for reviewing
instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of
information. Send comments regarding the burden estimate or any other aspect of this collection of information, including suggestions for
reducing this burden, to the Office of Management and Budget, Paperwork Reduction Project (0348-0040), Washington, DC 20503.

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDGET.
SEND IT TO THE ADDRESS PROVIDED BY THE SPONSORING AGENCY.

NOTE: Certain of these assurances may not be applicable to your project or program. If you have questions, please contact the
awarding agency. Further, certain Federal awarding agencies may require applicants to certify to additional assurances. If such

As the duly authorized representative of the applicant, | certify that the applicant:

1.

is the case, you will be notified.

Has the legal authority to apply for Federal assistance
and the institutional, managerial and financial capability
(including funds sufficient to pay the non-Federal share
of project cost) to ensure proper planning, management
and completion of the project described in this
application.

Will give the awarding agency, the Comptroller General
of the United States and, if appropriate, the State,
through any authorized representative, access to and
the right to examine all records, books, papers, or
documents related to the award; and will establish a
proper accounting system in accordance with generally
accepted accounting standards or agency directives.

Will establish safeguards to prohibit employees from
using their positions for a purpose that constitutes or
presents the appearance of personal or organizational
conflict of interest, or personal gain.

Will initiate and complete the work within the applicable
time frame after receipt of approval of the awarding
agency.

Will comply with the Intergovernmental Personnel Act of
1970 (42 U.S.C. §§4728-4763) relating to prescribed
standards for merit systems for programs funded under
one of the 19 statutes or regulations specified in
Appendix A of OPM's Standards for a Merit System of
Personnel Administration (5 C.F.R. 900, Subpart F).

Will comply with all Federal statutes relating to
nondiscrimination. These include but are not limited to:
(a) Title VI of the Civil Rights Act of 1964 (P.L. 88-352)
which prohibits discrimination on the basis of race, color
or national origin; (b) Tille IX of the Education
Amendments of 1972, as amended (20 U.S.C. §§1681-
1683, and 1685-1686), which prohibits discrimination on
the basis of sex; (c) Section 504 of the Rehabilitation

Previous Edition Usable

Authorized for Local Reproduction

Act of 1973, as amended (29 U.S.C. §794), which
prohibits discrimination on the basis of handicaps; (d)
the Age Discrimination Act of 1975, as amended (42
U.S.C. §§6101-6107), which prohibits discrimination
on the basis of age; (e) the Drug Abuse Office and
Treatment Act of 1972 (P.L. 92-255), as amended,
relating to nondiscrimination on the basis of drug
abuse; (f) the Comprehensive Alcohol Abuse and
Alcoholism Prevention, Treatment and Rehabilitation
Act of 1970 (P.L. 91-616), as amended, relating to
nondiscrimination on the basis of alcohol abuse or
alcoholism; (g) §§523 and 527 of the Public Heaith
Service Act of 1912 (42 U.S.C. §§290 dd-3 and 290 ee-
3), as amended, relating to confidentiality of alcohol
and drug abuse patient records; (h) Title VIII of the
Civil Rights Act of 1968 (42 U.S.C. §§3601 et seq.), as
amended, relating to nondiscrimination in the sale,
rental or financing of housing; (i) any other
nondiscrimination provisions in the specific statute(s)
under which application for Federal assistance is being
made; and, (j) the requirements of any other
nondiscrimination statute(s) which may apply to the
application.

Will comply, or has already complied, with the
requirements of Titles Il and 1l of the Uniform
Relocation Assistance and Real Property Acquisition
Policies Act of 1970 (P.L. 91-646) which provide for
fair and equitable treatment of persons displaced or
whose property is acquired as a result of Federal or
federally-assisted programs. These requirements apply
to all interests in real property acquired for project
purposes regardless of Federal participation in
purchases.

Will comply, as applicable, with provisions of the
Hatch Act (5 U.S.C. §§1501-1508 and 7324-7328)
which limit the political activities of employees whose
principal employment activities are funded in whole or
in part with Federal funds.

Standard Form 424B (Rev. 7-97)
Prescribed by OMB Circular A-102



9.

10.

11.

Will comply, as applicable, with the provisions of the Davis-
Bacon Act (40 U.S.C. §§276a to 276a-7), the Copeland Act
(40 U.S.C. §276¢c and 18 U.S.C. §874), and the Contract
Work Hours and Safety Standards Act (40 U.S.C. §§327-
333), regarding labor standards for federally-assisted
construction subagreements.

Will comply, if applicable, with flood insurance purchase
requirements of Section 102(a) of the Flood Disaster
Protection Act of 1973 (P.L. 93-234) which requires
recipients in a special flood hazard area to participate in the
program and to purchase flood insurance if the total cost of
insurable construction and acquisition is $10,000 or more.

Will comply with environmental standards which may be
prescribed pursuant to the following: (a) institution of
environmental quality control measures under the National
Environmental Policy Act of 1969 (P.L. 91-190) and
Executive Order (EO) 11514; (b) notification of violating
facilities pursuant to EO 11738; (c) protection of wetlands
pursuant to EO 11990; (d) evaluation of flood hazards in
floodplains in accordance with EO 11988; (e) assurance of
project consistency with the approved State management
program developed under the Coastal Zone Management
Act of 1972 (16 U.S.C. §§1451 et seq.); (f) conformity of
Federal actions to State (Clean Air) Implementation Plans
under Section 176(c) of the Clean Air Act of 1955, as
amended (42 U.S.C. §§7401 et seq.); (g) protection of
underground sources of drinking water under the Sale
Drinking Water Act of 1974, as amended (P.L. 93-523);
and, (h) protection of endangered species under the
Endangered Species Act of 1973, as amended (P.L. 93-
205).

12.

13.

14.

15.

16.

17.

18.

Will comply with the Wild and Scenic Rivers Act of
1968 (16 U.S.C. §§1271 et seq.) related to protecting
components or potential components of the national
wild and scenic rivers system.

Will assist the awarding agency in assuring compliance
with Section 106 of the National Historic Preservation
Act of 1966, as amended (16 U.S.C. §470), EO 11593
(identification and protection of historic properties), and
the Archaeological and Historic Preservation Act of
1974 (16 U.S.C. §§469a-1 et seq.).

Will comply with P.L. 93-348 regarding the protection of
human subjects involved in research, development, and
related activities supported by this award of assistance.

Will comply with the Laboratory Animal Welfare Act of
1966 (P.L. 89-544, as amended, 7 U.S.C. §§2131 et
seq.) pertaining to the care, handling, and treatment of
warm blooded animals held for research, teaching, or
other activities supported by this award of assistance.

Will comply with the Lead-Based Paint Poisoning
Prevention Act (42 U.S.C. §§4801 et seq.) which
prohibits the use of lead-based paint in construction or
rehabilitation of residence structures.

Will cause to be performed the required financial and
compliance audits in accordance with the Single Audit
Act Amendments of 1996 and OMB Circular No. A-133,
"Audits of States, Local Governments, and Non-Profit
Organizations.”

Will comply with all applicable requirements of all other
Federal laws, executive orders, regulations, and policies
governing this program.
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\ WENDY S. NOREN

) BOONE COUNTY CLERK
/ 801 E WALNUT RM 236
COLUMBIA, MO. 65201
573-886-4295 FAX 573-886-4300

Wendy Noren was elected the County Clerk of Boone County, Missouriin 1982
and has been re-elected seven times. Prior to first her election, she managed
the election division of the County Clerk’s office for 4 years. In 2008, she
survived the 8t Presidential Election of her career.

Ms. Noren is one of two representatives of National Association of Counlies
serving on the Board of Advisors of the U.S. Election Assistance Commission
(EAC) since its inception and is currently a member of its committee on voting
system guidelines. In 2008 she completed a two year term on the National
Academy of Science Computing Technology Subcommittee that prepared a
detailed study of state voter registration databases.

She has also provided expert election testimony to the US EAC, the NIST
Technical Guidelines Development Committee, the U.S. House Committiee on
Administration and the Senate Committee on Rules. In the last 30 years, she
has been involved in every major legislative effort relating to elections at the
state level. She has also served on numerous overseas missions as an election
observer in Eastern Europe.

Ms. Noren has been honored with numerous awards for her efforts to expand
voler services including special service awards from the Missouri Women's Vote
Project and Centers for Independent Living.

Ms. Noren received her bachelor’s degree in History from the University of
Missouri-Columbia in 1976.



curriculum

My research interests are currently focused on address: (b) (6)
network-based information systems that incorporate

Vvitae | DALER. MUSSER

rich digital media content for the purposes of telephone:  [RX3)

education, entertainment, social exchange,
information dissemination, and collaboration,

June
1992

December
1989

May
1986

1982 - 1984

email; (OYE)

Doctor of Philosophy

Instructional Design and Technology

Department of Educational Policy and Leadership

The Ohio State University
Education, Instructional Systems Design and Evaluation, Digital Media Soft-
ware Systems, Database Management Systems, Networks, Tools for Educa-
tion, Educational Simulations, Artificial Intelligence, Research Methodology,
Electrical Engineering

Master of Arts

Instructional Design and Technology

Department of Educational Policy and Leadership

The Ohio State University

+ Education, Instructional Systems Design and Evaluation, Tools for Educa-
tion, Educational Simulations, Artificial Intelligence, Research Methodology,
Electrical Engineering

Bachelor of Science in Education

Physics and Mathematics Education

Department of Education

Shippensburg University of Pennsylvania

o Education, Physics, Mathematics, Educational Software

Electrical Engineering

Department of Electrical Engineering

Pennsylvania State University

+ Digital and Linear Systems, Physics, Mathematics



curriculum vitae DALE R. MUSSER

Feb2008-  Director of Information Technology Program

Present  and Assistant Professor in Computer Science
Computer Science Department
College of Engineering, University of Missouri-Columbia
* Manage IT program, teach courses in web and Internet technologies and
do research in the areas of web applications, Internet technologies, cloud
computing, social computing, digital media, games, simulations and Health
Informatics

Feb 2007-  Adjunct Assistant Professor
Present Health Management and Informatics
School of Medicine, University of Missouri-Columbia
» Engaged in research and development involving information systems to
support patient counseling and education

Aug2006- Mathematics/Physics Teacher
Jan 2008  Tarboro High School, Edgecombe County Public Schools
+ Taught Calculus, Pre-Calculus, Advanced Functions and Physics
» Implemented learning technologies for mathematics and science education

Jan 2005 - Instructor

May 2005  web Application Development 2
School of Information Science and Learning Technologies
College of Education, University of Missouri-Columbia

Jun 2003 - Instructor

Jul2003  peveloping Multimedia Mobile Applications
Véxjo Universitet, Vaxjo, Sweden

Apr2003-  Owner of Eyebits Studios
Present Greensboro, NC/Tarboro, NC
»  Web application design, development and hosting, digital media produc-
tion, graphic design, photography, audio/video production, animation pro-
duction, CD/DVD production, networking and wireless Internet installation
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Jun 2002 - Instructor

Jul2002  pigital Game and Learning Environment Development
Vaxjo Universitet, Véxjo, Sweden

Apr2001-  Assistant Professor, Network Learning Systems
May 2004  School of Information Science and Learning Technologies
College of Education, University of Missouri-Columbia
» Taught courses in the School of Information Science and Learning Technolo-
gies
» Director of research and development projects in the Center for Technology
Innovations in Education
» Participated in creation and operation of technology infrastructure for the
College of Education
» Provided consultation to units outside of COE regarding computing, instruc-
tional technology, and software development

Jan2000-  Director of Systems & Applications
May 2000 Information & Access Technology Services
University of Missouri-Columbia
* Unix Systems
o Exchange E-mail

*  Netware
o WebCT
» Security

» Application Development

Dec1999- Director of Advanced Computing Environments
May 2000 Information & Access Technology Services

University of Missouri-Columbia

» Advanced Technology Center

» Emerging Technologies Group

* Research Support Computing

Sep 1999-  Instructor
May 2002  Department of Computer Engineering & Computer Science
College of Engineering, University of Missouri-Columbia
* Taught course in Digital Media and Internet Software Development
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1995 - Co-Founder & Co-Director
1999 Center for Technology Innovations in Education (CTIE)
University of Missouri-Columbia
» Directed day to day operation of CTIE: budgets, personnel, technology,
facilities, mission
» Directed $500,000 renovation of CTIE facilities
» Directed research and development projects
+ Managed Internet/server services for the College of Education
+ Obtained funding for research and development projects and general op-
eration of CTIE

1994 - Research Assistant Professor
2001 School of Information Science and Learning Technologies
College of Education, University of Missouri-Columbia
» Taught courses in the School of Information Science and Learning Technolo-
gies
+ Participated in creation and operation of technology infrastructure for the
College of Education
» Provided consultation to units outside of COE regarding computing, instruc-
tional technology, and software development

1995 Manager of Multimedia Educational Software Products
IBM K-12
Atlanta, GA
» Managed the design and development of multimedia educational software
products
+ Managed creation of “look and feel” standards for IBM K-12 products
» Reviewed third party products acquired for distribution by IBM K-12

1994 Multimedia Software Title Director and Designer

IBM K-12

Atlanta, GA

» Designed and directed the development of "Magic Canvas

» Participated in development of the “Shadowboxes: A Story of the ABC's” CD-
ROM for Windows

» Created and managed the IBM Educational Software Summer Design Proj-
ect

I”



curriculum vitae DALE R. MUSSER

1993 Software Developer
SEGA of America
Redwood City, CA
o While working for IBM I spent 3 months at SEGA developing an interpreted
programming language and video player software for the SEGA CD game

platform
1993 - Programming and Technology Services Team Leader
1994 IBM EduQuest
Atlanta, GA

» Lead Programming and Technology Services team within multimedia titles
development group

» Created tools for DOS, Windows, and Macintosh multimedia development

» Selected commercial tools for software development

s Provided problem resolution expertise during multimedia title development

» Acquired and managed hardware and software for development group

» Established and managed network services

+ Designed multimedia title concepts and evaluated multimedia title designs

1990 - Education Instruction Specialist
1992 IBM EduQuest
Atlanta, GA

» Developed a multimedia database management system

» Developed a system for accessing analog video from videodiscs over a digi-
tal network

» Developed a Novell based network voice mail system

» Co-developed second generation of the Digital Video Interactive (DVI) Au-
dio/Video Kernal (AVK) for DOS

» Developed prototype and demonstration multimedia technologies

1991 Consultant and Multimedia Software Developer
BellSouth Mobility
Atlanta, GA
» Developed a touch-screen multimedia marketing application for cellular
phone services and products
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1990 - Graduate Research Associate

1991 Department of Educational Policy and Leadership
The Ohio State University
Columbus, OH

* Installed and managed the IBM-ICLAS/Novell LAN for the Instructional De-
sign and Technology group

1990 Intern, Software Designer and Programmer
IBM Educational Systems Division
Atlanta, GA
» Developed a LAN based multimedia archive system
o Co-developed a host/LAN based multimedia archive system
» Participated in the development of multimedia CD-ROMs

1989 - Editor, PILOT SIG Newsletter
1990 Association for the Development of Computer-Based Instructional Systems
(ADCIS)

» Edited the newsletter for the PILOT programming language special interest
group in ADCIS

1989 OSU Contingent Expedition Leader to Krakatua
The Ohio State University and Oxford University, England
Krakatau Islands, Indonesia
» Lead the Ohio State University contingent of the Oxford/OSU Expedition to
the Krakatau Islands to study the recovery of the flora and fauna following
the eruption of 1883
o Collected plant specimens for AIDS and cancer research for NIH

1988 - Graduate Teaching Associate, Mathematics
1990 Department of Mathematics

The Ohio State University

Columbus, OH

» Recitation leader and instructor for undergraduate mathematics courses
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1986 - Physics and Electronics Teacher
1988 Boys Track Coach
Hanover Public School District
Hanover, PA

o Taught physics and electronics

+ Coached boys track team

+ Advised the photography club

» Directed the “Student Life” multimedia production

1985 - Physics Tutor

1986 Department of Physics
Shippensburg University of Pennsylvania
Shippensburg, PA
»  Physics tutor for Department of Physics

Summer  Software and Hardware Developer
1984 Computer Based Undergraduate Physics Lab
Department of Physics
Temple University
Philadelphia, PA
» Developed digital interface for experimental apparatus and wrote instruc-
tional computer software for undergrad physics lab experiments

June 2010 Healthy Living Exhibit: Mobile Kiosk Using Android Tablets
August 2011 $60,000 proposal to Missouri Extension for the development of an exhibit on
the topic of healthy living using android tablets. The project involves designing
and writing the software, picking a target android tablet, and building a mecha-
nism for securing, transporting and charging the tablets.
Project leader and principal designer and developer.
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Aug 2010 - Growing Information Assurance Research and Education at the

Aug 2011 University of Missouri

(pending) $203,677 proposal to the US Department of Defense (DOD) for growing an
information assurance research and education program at the University of Mis-
souri. The period of the proposed grant is 1 year starting August 2010.
Co-Principal Investigator with William Harrison (P1)

May 2010 - Research Experiences for Undergraduates {(NSF REU)

Aug 2012 National Science Foundation award of $340,000 for 3 years of summer REU
experiences for undergraduate students. Undergraduate students come to
MU for a period in the summer where they engage with mentors on CS-related
research projects.
Co-Principal Investigator with Wejun Zeng (P})

Jul 2009 - MU Information Technology Program

Ongoing On-going funding of Bachelor of Science in Information Technology program at
MU through a memorandum of understanding (MOU) between Provost’s Office,
College of Engineering, and Computer Science Department. The MOU provides
funding that is proportional to the enrollment in the undergraduate IT program.
The current funding, based on enrollment, is approximately $400,000 per year.
Principal architect and author of agreement; director of IT program

Sep 2007- OAHelp

June 2009  Awarded $20,000 for the development, hosting and management of a web-
based system and interactive digital media to provide education, counseling
and support for people with Osteoarthritis (OA) and to collect research data to
evaluate the system, methodologies and materials.
Principal designer and developer

Jul 2005 - InSite

June 2009  Awarded $18,000 for the design and development of a web content manage-
ment system that allows users to edit rich digital media content directly in a
web browser.
Principal designer and developer
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Sep2004- RAHelp
Present Awarded $22,500 for the development, hosting and management of a web-
based system, interactive digital media and a DVD to provide education, coun-
seling and support for people with Rheumatoid Arthritis (RA) and to collect
research data to evaluate the system, methodologies and materials.
Principal designer and developer

Sep2003- Web-based Platform for Learning: Webmentoring

Aug 2004 Awarded € 21,240 (approx $20000) to create a web-based platform to support
mentoring for the EU Consortium on Webmentoring.
Project leader, principal designer and developer. Project in collaboration with Vixjé
Universitet, Vixjo, Sweden

Sep2001-  Verizon Children’s Literacy netWorkspace

5ep2002  Verizon Kids Read!
Awarded $90,000 by Verizon for the building an Internet-based environment
using the Shadow netWorkspace system to support literacy development for
children.
Collaboration with James Laffey

Apr2001-  Shadow netWorkspace eMints Project

Sep 2002 Awarded $250,000 by Morenet, UM System, and MU School of Information Sci-
ence & Learning Technologies to develop the Shadow netWorkspace system
and deploy it for use by eMints schools in Missouri.
Collaboration with James Laffey

Sep1999-  Networked Learning Systems

Ongoing A collaborative proposal of the Colleges of Engineering and Education to the
MOGAIA Institute.
Award request: $380,000 year 1, $320,000 year 2, $260,000 year 3 and beyond
Contributing Author

Apr1999-  Information Environment for School Leadership Preparation

Jun 2000 Awarded $78,100 by Educational Leadership & Policy Analysis Department from
funding for Cooperative €dD program.
Principal Investigator
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Jan1998- A VBNS Connection for the University of Missouri-Columbia
Dec 1999 Awarded $350,000 by the National Science Foundation.
Contributing Author. Gordon Springer is Principal Investigator

Oct1998-  Information Environment for School Leadership Preparation
Apr1999  Awarded $20,000 plus benefits by Goals 2000 Grant.

Contributing Author to Goals 2000 Proposal with Jerry Valentine

Principal Investigator, IESLP

Nov1997-  Technology Infrastructure in Teacher Education

Aug 2000  Study of technology infrastructure in MU College of Education
Awarded $800,200 from the National Science Foundation, REPP.
Collaboration with Jim Laffey, Peter Hall, and Peggy Placier

Oct1997-  Supporting Educational Reform at the Jefferson School
Jun 2000 Awarded $77,300 from the SBC Foundation.
Co-Principal Investigator and Co-Author with Jim Laffey

Sep 1997-  Program Support for the Center for Technology Innovations in

Aug 2001  Education

Awarded $500,000 from the SBC Foundation in a competitive submission.
Co-Principal Investigator and Co-Author with Jim Laffey

Sep 1997-  Information Environment for School Leadership Preparation
Sep 1999 (IESLP)
Awarded $150,000 by Educational Leadership and Policy Analysis Department
from funding for Cooperative EdD program.
Principal Investigator

Jul1997-  Information Environment for School Leadership Preparation
Jun 1998 (IESLP)
Awarded $45,000 from University Council of Educational Administrators.
Principal Investigator
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Oct1996-  Challenge Grant for Project Whistlestop

5ep 2001 systemic reform effort
Awarded $1,900,000 from the U.S. Department of Education to a School/Univer-
sity/Library consortium in a competative submission.
Contributing Author

Oct1995- Implementation Grant for the NIE MOST
Sep 1998  (Missouri Supporting Teachers)
Electronic support system to promote problem-based learning using a compu-
tational science model.
Awarded $863,865 from NSF in a competitive submission.
Co-Principal Investigator and Co-Author with Jim Laffey

Jun1995-  Performance Support of Field-Based Learning

May 1996 (Interactive Shared Journal System)
Awarded $100,000 from Institute for Instructional Development in a competi-
tive submission,
Co-Principal Investigator and Co-Author with Jim Laffey

May 1995-  Investigation of Internet Applications and Protocols and Using
May 1996  the Internet to Support Collaboration
Research Experiences for Undergraduates (REU) Program
Awarded $10,000 from National Science Foundation as supplement to
MORENET grant for NSF Connections to NSF Net.
Principal Author and Co-Investigator. Bill Mitchell from MORENET served as Princi-
pal Investigator

Feb1995- The Guide to Project-Based Learning in Math and Science
May 1995 Awarded $25,000 by Oracle Corporation in a competitive submission.
Co-Principal Investigator and Co-Author with Jim Laffey
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Refereed Journal Articles

Karen L. Smarr, Dale R. Musser, Cheryl L. Shigaki, Rebecca Johnson, Kathleen Donovan Hanson,
Chokkalingam Siva. Telemedicine and e-Health. March 2011, 17(2): 104-110.

Shigaki C.L., Smarr K.L., Yang Gong, Donovan-Hanson K., Siva C,, Johnson R.A., Ge B., and Musser
D.R. (Dec 2008).“Social interactions in an online self-management program for rheumatoid
arthritis” Chronic lliness. 4 (4), 239-46.

Laffey, J., Musser, D. (2006). “Shadow netWorkspace: an open source intranet for learning communi-
ties” Canadian Journal of Learning Technology. 32 (1), 163-176.

Laffey, J., Musser, D., Remidez, H. & Gottdenker, J. (2003).“Networked systems for schools that
learn” Communications of the Association of Computer Machinery. 46 (9), 192-200.

Mayer, C., Musser, D. & Remidez, H. (2001).“Description of a Web-Driven, Problem-Based Learning
Environment and Study of the Efficacy of Implementation in Educational Leader Prepara-
tion” Computers in the Schools: the interdisciplinary journal of practice, theory, and applied
research. 18, (1), 249-265.

Remidez, H., Laffey, J. & Musser, D. (2001). “Open Source and the Diffusion of Teacher Education
Software!” Technology and Teacher Education Annual, 3, 2774-2778.

Laffey, J. & Musser, D. (1998). “Attitudes of Preservice Teachers about Using Technology in Teaching.”
Journal of Technology and Teacher Education. 6, (4), 223-242.

Laffey, J. & Musser, D. (1998). “Software and Learning Systems Design for Field-Based Experience.”
Journal of Technology and Teacher Education. 6, (2/3), 193-204.

Laffey, J., Musser, D. & Tupper T. (1998). “An Internet-based Journal System for Enabling Learning
Communities.” Learning Technology Review. 2, Winter. 4-13.

Laffey, J. Musser, D. & TupperT. (1998). “A Computer-Mediated Support System for Project Based
Learning.” Educational Technology Research and Development. 46, (1), 73-86.

Refereed Abstracts

Smarr, K. L., Musser, D. R., Donovan Hanson, K., Laffey, J. M., Johnson, R. A,, Siva, C. & Parker, J. C.
(2005). Development of an online self-management intervention for persons with rheuma-
toid arthritis: The RAHelp.org project [Abstract]. Arthritis and Rheumatism, 52, (9), S718.
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Refereed Proceedings

Musser, D., Laffey, J. & Espinosa, L. (2004). “Shadow netWorkspace: A Project Report on an Open
Source, Intranet for Learning Communities.” In L. Cantoni & C. McLoughlin (Eds.), Proceedings
of World Conference on Educational Multimedia, Hypermedia and Telecommunications 2004
(pp. 1206-1213). Chesapeake, VA: AACE.

Remidez, H., Gottdenker, J., Laffey, J., Musser, D., Hong, R., Espinosa, L. & Amelung, C. (2002). “Net-
worked learning Systems.” Proceedings of the Computer Support for Collaborative Learning.
(pp. 550-551). Boulder, CO. Lawrence Erlbaum Associates. Hillsdale NJ.

Remidez, H., Gottdenker, J., Laffey, J., Musser, D., Hong, R., Espinosa, L. & Amelung, C. (2002). “De-
veloping a Shared language for Discussing Networked Learning Systems.” Proceedings of the
Computer Support for Collaborative Learning. (pp. 697-698). Boulder, CO. Lawrence Erlbaum
Associates. Hillsdale NJ.

Laffey, J.,, Musser, D., Espinosa, L., Remidez, H., Gottdenker, J., Hong, R. & Amelung, C. (2002).“CSCL
for Schools that Learn.” Proceedings of the Computer Support for Collaborative Learning. (pp.
111-118). Boulder, CO. Lawrence Erlbaum Associates. Hillsdale NJ.

Gottdenker, J., Remidez, H., Hong, R., Yoon, S-Y, Amelung, C., Musser, D. & Laffey, J. M.,. (2002). “Intro-
duction to the Shadow netWorkspace.” Proceedings of the Computer Support for Collabora-
tive Learning. (pp. 527-528). Boulder, CO. Lawrence Erlbaum Associates. Hillsdale NJ.

Musser, D. & Laffey, J. (2001). “The Shadow netWorkspace.” In C. Montgomerie & J. Viteli (Eds.), Pro-
ceedings of World Conference on Educational Multimedia, Hypermedia and Telecommunica-
tions 2001 (pp. 1376-1377). Chesapeake, VA: AACE.

Laffey, J., Musser, D. & Espinosa, L. (2000). “Shadow netWorkspace Learning Systems Project.” Pro-
ceedings of the International Workshop on Advanced Learning Technologies. (Palmerston
North, New Zealand), IEEE Computer Society. 188-189.

Laffey, J.,, Musser, D. & Tupper T. (1998). “An Internet-based Journal for Professional Development.”
Proceedings of AACE World Conference of the Society for Information Technology & Teacher
Education.

Laffey, J., Musser, D. & Wedman, J. (1998). “A Technology Infrastructure for Teacher Education.”
Proceedings of AACE World Conference of the Society for Information Technology & Teacher
Education.

Laffey, J. & Musser, D. (1996). “Building Internet-based electronic performance support for teaching
and learning.” Proceedings of AACE World Conference of the Web Society.

Laffey, J. & Musser, D. (1996). “Supporting Learning from Field Experience in Teacher Education.”
Proceedings of AACE World Conference on Education Multimedia and Hypermedia.
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Hall, K., Musser, D., Lear, G. (1989).“Tools for Developing CBI Research Treatments and Gathering
Data.” Proceedings of the 31st International ADCIS Conference. 261-266.

Book Chapters

Musser, D., Laffey, J. & Lawrence B. (2000). "Center for Technology Innovations in Education Univer-
sity of Missouri-Columbia.” In R. M. Branch & M. A. Fitzgerald (Eds.), Educational Media and
Technology Yearbook 2000 Volume 25 (pp. 89-95). ERIC Clearinghouse on Information &
Technology and the Association for Educational Communications and Technology. Libraries
Unlimited, Inc., Englewood, CO.

Monographs

Musser, D. & Bush, M. (1990). “Plant Sampling for AIDS and Cancer Research.”In R. J. Whittaker, N.
M. Asquith, M. B. Bush, & T. Patomihardjo (Eds.), Krakatau Research Project 1989 Expedition
Report (p. 56). Krakatau Research Project, School of Geography, University of Oxford.

Other Professional Publications

Wedman, J., Laffey, J., Andrews, R., Musser, D., Diggs, L. & Diel, L. (Sept/Oct 1998). “Building Technol-
ogy Infrastructure and Enterprises: Increasing Performance Capacity.” Educational Technol-

ogy Magazine.

Refereed Papers & Presentations

Smarr, K. L., Johnson, R. A, Laffey, J. M., Musser, D. R,, Siva, C., Donovan Hanson, K. & Parker, J. C.
(2006, April). Chronic disease management: an online patient —centered collaborative care
approach. Presented at the Second Annual Bridging the Quality Gap in Mid-America: Mea-
suring and Promoting Excellence Across the Continuum of Care Conference, Columbia, MO.
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Smarr, K. L., Musser, D. R., Donovan Hanson, K., Laffey, J. M., Johnson, R. A., Siva, C. & Parker, J. C.
(2005, November). Development of an online self-management intervention for persons
with rheumatoid arthritis: the RAHelp.org project. Presented at the Fortieth Annual Meeting
of the Association of Rheumatology Health Professionals, San Diego, CA.

Laffey, J. M., Smarr, K. L., Donovan Hanson K., Musser, D. R., Johnson, R. A., Burks, K., Hong, R-Y., Kidd,
J. K. &Yang, C-C. (2005, June). RAHelp.Org: An online self-management program for adults
with rheumatoid arthritis. Paper presented at the Critical Issues in eHealth Research Confer-
ence, Bethesda, MD.

Donovan Hanson, K., Smarr, K. L., Musser, D. R., Laffey, J. M., Johnson, R., Burks, K., Hong, R-Y., Kidd,
J. L. &Yang, C-C. (2005, April). RAHelp.org: Development of an innovative self-management
program. Paper presented at the Bridging the Quality Gap in Mid-America: Innovation and
Improvement in Health Care Delivery conference, Columbia, MO.

Musser, D. (2003, July). Social Computing and Collaborative Learning Environments. ICALT. Athens,
Greece.

Musser, D. (2002, November). Shadow netWorkspace. ASCEND Network Conference. Vaxjo, Swe-
den.

Musser, D. (2002, October). Internet2 Shadow netWorkspace Demonstration. Internet2 Fall Mem-
bers Meeting. Los Angeles, CA.

Musser, D., Laffey, J., Remidez, H., Amelung, C. & Gottdenker J. (2002, April). Shadow netWorkspace:
Technology for Learning Community Implementation and Research. Presented at the An-
nual Conference of the American Education Research Association, New Orleans, LA.

Musser, D., Peace. L. (2000, April). Internet Schools. Presented at the Annual Conference of the
American Education Research Association, New Orleans, LA.

Mayer, C.,, Howland, J. & Musser, D. (1999, Oct). Information Environment for School Leadership
Preparation: Web-Based Software for Preparing Reflective Educational Leaders. Presented at
the WebNet 99 World Conference on the WWW and Internet, Honolulu, HI.

Musser, D., Laffey, J., Huyler D., Laffey, M. & Truijillo, J. (1999, Oct). A Web-Based Homework Notifi-
cation System. Presented at the WebNet 99 World Conference on the WWW and Internet,
Honolulu, HI.

Musser, D., Laffey, J. & Tupper T. (1999, Oct). A Web-Based Interactive Shared Journal System. Pre-
sented at the WebNet 99 World Conference on the WWW and Internet, Honolulu, HI.

Laffey, J., Espinosa, L. & Musser D. (1999, June). Technology and Urban, Elementary School Reform.
Presented at the ED-MEDIA 1999 World Conference on Educational Multimedia, Hypermedia
& Telecommunications, Seattle, WA.




curriculum vitae DALE R. MUSSER

Laffey, J.,, Musser, D. & Tupper T. (1998, June). A Technology Infrastructure for Enabling a Learning
Community. Presented at the AACE World Conference on Educational Multimedia and Hyper-
media and on Educational Telecommunications.

Laffey, J.,, Musser, D. & Tupper, T. (1998, June). An Internet-Based Journal System for Learning. Pre-
sented at the AACE World Conference on Educational Multimedia and Hypermedia and on
Educational Telecommunications.

Laffey, J. & Musser, D. (1998, February). Building Internet-Based Electronic Performance Support for
Teaching and Learning. Presented at the Annual Conference of the AECT, St. Louis, MO.

Laffey, J.. Tupper T. & Musser D. (1998, February). Performance Support for Learners in a Project-
Based Curriculum. Presented at the Annual Conference of the AECT, St. Louis, MO.

Tsikalas, K., McMillan, K., Schlager, M., Musser, D., Hewitt & J., Schank, P. (1997, November 14). On-
Line Collaboration: Tools for Teaching and Learning. Presented at TelEd 97, Austin, TX. (http://
tcet.unt.edu/teled/244.htm)

Laffey, J., TupperT. & Musser D. (1997, August). Performance Support for Learners in a Project-
Based Curriculum. Poster session presented at the Annual Conference of the International
Conference of Human-Computer Interaction, San Francisco, CA.

Laffey, J. & Musser, D. (1996, March). Designing a Journal System for Learning from Field Experi-
ences in Teacher Education. Paper presented at the Society for Information Technology in
Teacher Education Annual Conference. Was awarded best of conference paper in instructional
design category.

Laffey, J. & Musser, D. (1996). A Journal System for Field Experience in Teacher Education. Demon-
stration presented at the Second International Conference on the Learning Sciences, Chi-
cago.

Musser, D. (1995, February 10). A Multimedia Database Management System for Educators, Stu-
dents, and Developers. AECT 95 National Convention, Information Technology: Expanding
Frontiers, Anaheim, California.

Hall, K., Musser, D. & Lear, G. (1989). Tools for Developing CBI Research Treatments and Gathering
Data. 31st International ADCIS Conference.
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Invited Presentations & Workshops

Musser, D. (2010, April). “Producing and Disseminating Digital Video Learning Materials” 2010
Teachnology! Conference, University of Missouri, Columbia, MO.

Musser, D. (2009, December). “New Media, Collaboration, Entrepreneurship and Knocking Down
Silos” Economic Gardening & New Media, Reynolds Journalism Institute, University of Mis-
souri, Columbia, MO.

Musser, D. (2009, November).“The IT Program, Collaboration and Entrepreneurship.” Mizzou Corpo-
rate Roundtable, St Louis, MO.

Musser, D. & McKean, M. (2009, November). “The IT Program, Journalism, and Collaboration” MU
Research & Development Summit, Columbia, MO.

Musser, D. (2009, November).“The IT Program, Collaboration, and Entrepreneurship.” MU College
of Engineering Dean’s Advisory Council, Columbia, MO.

Musser, D. (2009, August). “Producing Digital Video Learning Materials.” PTAC Directors Meeting,
Lake of the Ozarks, MO.

Musser, D., Thompson, J. (2008, June).“The MU Information Technology Program” St. Louis IT Coali-
tion Presentation Series, University of Missour-St. Louis, St. Louis, MO.

Musser, D. (2002, July). Shadow netWorkspace. Vaxjo Universitet, Vaxjo, Sweden.

Musser, D. (2000, April 7). Innovative Internet Learning Environments and the Open Source Move-
ment (Keynote). Converging Technologies: Reaching Learners in the Digital Age. MOREnet
Consortium Conference and Educational Technologies at Missouri TeleLearning Conference,
Tan Tara, Missouri.

Musser, D., Jenkins, Y. & Niguidula, D. (1992, October 31). Digital Multimedia Portfolios and Student
Assessment -- Tools and Examples. The Fall Forum, Coalition of Essential Schools, Philadel-
phia, Pennsylvania.

Musser, D. & Stanton, B. (1992, October, 28). Multimedia Databases: The Electronic Library and Elec-
tronic Books. Databases in Schools ‘92, Chicago, lllinois.
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State Presentations & Workshops

Musser, D. (2002, Sept 26). Shadow netWorkspace. Ed.D. Missouri Statewide Coordinating Commit-
tee. Universit of Missouri, Columbia, MO.

Musser, D. (1999, March 19). Course Delivery Via the Web: Lessons Learned. Teaching and Learning
at a Distance. MOREnet Consortium Conference & DLDC TeleLearning Conference, Tan Tara,
Missouri.

Musser, D. & Guthrie, D. (1995, April 3). Developing Multimedia Software (workshop). Highways to
Learning...Enjoy the Journey. Missouri Association of School Librarians (MASL), Tan Tara, Mis-
souri.

Musser, D. (1994, October 24). Technology Update for “Low Tech'ers”. Trendicators for Administra-
tors. Missouri Council of Vocational Administrators (MCVA), Tan Tara, Missouri.

Musser, D. (1994, October 3). A Multimedia Database Management System for Use in K-12 Educa-
tion. SUPERHIGHWAYS: The Educational Technology Journey. Missouri ED-TECH Fifth Annual
Technology Conference, Tan Tara, Missouri.

Musser, D. (1994, October 3). ‘A System for Creating and Managing Digital Multimedia Student
Portfolios. SUPERHIGHWAYS: The Educational Technology Journey. Missouri ED-TECH Fifth
Annual Technology Conference, Tan Tara, Missouri.

Local Presentations

Musser, D. (2009, Mar 17).”Developing Windows Desktop Applications, XBAPs, and Silverlight RIAs
Using WPF, XAML, .NET and C#". Computer Science Department 2008-2009 Seminar Series,
University of Missouri, Columbia, MO.

Musser, D. (2009, Jan 8). HD Film Production Using the Canon 5D Mark Il. Columbia Media Resource
Association (CMRA), Ragtag Film, Columbia, MO.

Musser, D. (1996, July 29). The Interactive Shared Journal System. UMC Medical Infomatics Group,
Columbia, MO.

Musser, D. (1995, April 5). Multimedia Database Management Systems. UMC Medical Infomatics
Group, Columbia, MO.

Laffey, J., Musser D. & Wedman J. (1995, March 3). Performance Support for Teaching and Learning.
UMC Fifth Annual Teaching Renewal, Columbia, MO.
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Creative Works

Musser, D. (2006-present). InSite [Computer Program]. Greensboro, NC: Eyebits Studios.

Musser, D. (2005). Good Moves for EveryBody [Video DVD]. Columbia, MO: University of Missouri-
Columbia.

Musser, D. (2004-present). RAHelp [Computer Program]. Columbia, MO: University of Missouri-
Columbia.

Musser, D. (2004-present). Robot Haven: a refuge for Robots [Web Site]. Greensboro, NC: Eyebits
Studios.

Musser, D. (2003-present). OSXPASS [Computer Program]. Greensboro, NC: Eyebits Studios.
Musser, D. (2003-2004). Webmentor [Computer Program]. Greensboro, NC: Eyebits Studios.

Musser, D. (2002-2003). Verizon Children’s Literacy netWorkspace: Verizon Kids Read! [Computer
Program]. Columbia, MO: University of Missouri-Columbia.

Musser, D., Laffey, J. & CTIE Development Team (1999-2003). The Shadow netWorkspace (Internet
Schools Project) [Computer Program]. Columbia, MO: University of Missouri-Columbia.

Musser, D. (1998-2001). Homework Notifier [Computer Program]. Columbia, MO: University of
Missouri-Columbia.

Musser, D. & CTIE Development Team (1997-2000). Information Environment for School Leadership
Preparation (IESLP) [Computer Program]. Columbia, MO: University of Missouri-Columbia.

Musser, D. & Guthrie D. (1995). Downlinks for Learning Session 1V: Multimedia [Video]. Columbia,
MO: University of Missouri-Columbia.

Musser, D., Laffey, J. & CTIE Development Team (1995-1998). The Interactive Shared Journal System
(ISJS) [Computer Program]. Columbia, MO: University of Missouri-Columbia.

Musser, D., Laffey J. & CTIE Development Team (1995). The Guide to Project-Based Learning in Math
and Science [Multimedia Software]. Columbia, MO: University of Missouri-Columbia.

Musser, D., Perry L. & Perry T. (1994). The Trek: An Interactive Literature Adventure [Computer Pro-
gram Design]. Atlanta, GA: IBM EduQuest.

Musser, D. (Director and Designer) & IBM Corp. (1994). Magic Canvas! [Computer Program]. Atlanta,
GA: IBM EduQuest.



curriculum vitae DALE R. MUSSER

Musser, D. (Programming and Technology Development) & IBM Corp. (1994). Shadowboxes: A
Story of the ABC’s (for Windows) [Computer Program]. Atlanta, GA: IBM Multimedia Publish-
ing Studio.

Musser, D. (Programming and Technology Development) & IBM Corp. (1994). Shadowboxes: A
Story of the ABC’s (for Macintosh) [Computer Program]. Atlanta, GA: IBM Multimedia Publish-
ing Studio.

Musser, D. (Programming and Technology Development), IBM Corp. & Warner New Media (1993).
Seven Days in August (for DOS) [Computer Program]. Atlanta, GA: IBM Multimedia Publishing
Studio.

Musser, D. Causey J. & Duke B. (1993). SEGA Digital Video and Animation System [Computer Pro-
gram]. Atlanta, GA: IBM EduQuest.

Musser, D., Kheriaty, L. & Causey J. (1993). SEGALink [Computer Language]. Atlanta, GA: IBM Edu-
Quest.

Westwater, R. & Musser, D. (1992). Digital Video Interactive Audio/Video Kernal (AVK) for DOS/Link-
Way Live! - release 2 [Computer Program]. Atlanta, GA: IBM EduQuest.

Musser, D. (1992). Multimedia Archive Explorer (MAX) [Computer Software System]. Atlanta, GA:
IBM EduQuest.

Musser, D. (1992). Automatic Folder Creator (AFC) [Computer Program]. Atlanta, GA: IBM EduQuaest.

Musser, D. (1991). Network Voice Mail System for K-12 Schools [Computer Software System]. At-
lanta, GA: IBM EduQuest.

Musser, D. (1991). BellSouth Mobility Cellular Phone Multimedia Kiosk [Computer Program]. At-
lanta, GA: BellSouth Mobility.

Musser, D. (1990). National Educational Multimedia Archive (NEMA) [Computer Software System].
Atlanta, GA: IBM Educational Systems Division.

Musser, D. (1989). Textcad [Computer Program]. Columbus, OH: The Ohio State University.
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International Experience

June-July  Vaxjo Universitet, Vaxjo, Sweden

2003 Instructor for Developing Multimedia Mobile Applications
July Berlin, Germany
2002 Demonstration of Shadow netWorkspace to faculty from Institut fir die Padago-

gik der Naturwissenschaften, Kiel, Deutschland

June-July  Vaxjo Universitet, Vaxjo, Sweden
2002 Instructor for Digital Game and Learning Environment Development

June-July  Geothe Institute, Munich, Germany

2001 German Language Learning
June Moscow, Russia
1995 Received training in and flew L39 and MiG29 jet aircraft

June-Aug Krakatau and Java, Indonesia
1989 Oxford/OSU Expedition to the Krakatau Islands

Feb2008-  Matthew Dickinson
May 2010 Received Masters Degree in Computer Science

May 2010- Matthew Dickinson
Present Pursuing PhD in Computer Science
Passed Qualifying Exam
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2010-2011 « Director of Information Technology Program.
« Manager of IT infrastructure for CS department.

Involved in College of Engineering technology infrastructure.
Working with College of Engineering on the creation of an Engineering
Technology program.
Built digital video production and distribution studio in 105 EBW.
Maintained CS/IT Macintosh lab in C1212 Engineering Building East.
Maintained AT&T Media Lab in Engineering Building West.
Implemented a collaborative project management system for select CS and
IT courses.
Produced Materials for CS and IT for “Let Your Major Be Your Guide” pub-
lished by Tigertech.
Arranged and attended marketing events for IT and CS programs at MU and
around state of MO.
Set up CS/IT booth at College of Engineering MEAN Event in St Louis.
Worked with Tim Hausman and JR Swanegan on implementing the KCIT
program.
Working with Cerner and KC Metropolitan Community College to develop
a pipeline for preparing workers in the areas of information technology and
computer science.
Extended Cerner and MCC partnership to two year colleges across the state
of Missouri.
Working with College of Engineering to develop distance learning programs
and materials.
Developed and maintained web application for running the MU iLife com-
petition; participated in iLife planning meetings.
Served as a mentor for an MU iiFund project.
Continued working with Columbia, MO economic development organiza-
tions; Project Tiger/IBM in Columbia.
Worked with Chris Kelly in MU Development to support campus funding
and development efforts.
Created and managed Engineering Week exhibit.
Setup a social networking site for the IT program at http://itprogram.mis-
souri.edu.




curriculum vitae DALE R. MUSSER

2009-2010 -« Director of Information Technology Program.
«  Secured proportional funding for Information Technology Program.

Manager of IT infrastructure for CS department.
Involved in College of Engineering technology infrastructure.
Built CS/IT Macintosh lab in C1212 Engineering Building East.
Built Digital Materials Development Lab in side room of C1212,
Performed complete replacement of technology in the EBW Media Lab.
Updated and added to technology in the CS conference room.
Implemented a collaborative project management system for select CS and
IT courses.
Managed creation of high-speed network between EBW Media Lab and
Data Center.
Managed creation of a multi-terabyte data store for CS/IT infrastructure.
Produced Materials for CS and IT for “Let Your Major Be Your Guide” pub-
lished by Tigertech.
Arranged and attended marketing events for IT and CS programs at MU and
around state of MO.
Participated on MU High School Weekend Professor Panel, October 16, 2009.
Set up CS/IT booth at College of Engineering MEAN Events in St Louis and
Kansas City.
Working with Cerner, KC Metropolitan Community College, and High
Schools in Kansas City to develop a pipeline for preparing workers in the
areas of information technology and computer science.
Working with College of Engineering to develop distance learning programs
and materials.
Developed and maintained web application for running the MU iLife com-
petition; participated in iLife planning meetings.
GoMizzou Project: leading the development of applications for the iPhone
and other mobile applications to support the MU campus community.
Developed and maintained web site for MU iiFund project.
Working with Columbia, MO economic development organizations; Project
Tiger proposal (Spring 2010).
Worked with Chris Kelly and Jeremy Diener in MU Development to support
campus funding and development efforts.
Worked with Tim Hausman and Greg Cecil on College of Engineering devel-
opment efforts.
Worked with Tim Hausman and JR Swanegan on implementing the KCIT
program.
Made presentation at MU Teachnology conference.
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2009-2010 - MU Information Technology Committee (voting member).

(continued) « ITCTechnology Evaluation Subcommittee (member).
College of Engineering Undergraduate Student Lab Committee (member).
Computer Science Department Equipment Committee (chair).
Computer Science Department Information Technology Program Commit-
tee (chair),
iiIFund Committee (voting member).
Hearst/Adobe Contest, collaboration with Journalism, CS/IT leader.
Hearst/Adobe Contest, mentor to iTV team.
FilmTech Project (Technical Director).
Working with Bill Densmore and Rhonda Wilson (MO PTAC) on production
of learning materials.
Working with College of Education (John Wedman and Gary Westergren) on
remote site educational opportunities.

2008-2009 « Director of Information Technology Program

« Secured proportional funding for Information Technology Program

« Arranged presentations by CNN and Turner Broadcasting Fall 2008
Arranged and attended marketing events for IT and CS programs at MU and
around state of MO
Attended Cerner Summit, Cerner in Kansas City, MO (Aug 7-8, 2008)
Attended Monsanto Multi-school Event, St. Louis, MO (Sep, 26, 2008)
Gateway to Innovation Conference, IT Program awards (April 2008 and April
2009)
Developed and maintained web application for running the MU iLife com-
petition
Developing web site and web applications for MO Fllm Commission

« Developed web site for MU lIFund project
Participated in IT Focus Group to defi ne IT worker knowledge and skills for
MO Department of Economic Development, UMSL (Oct 16, 2008)
Working with Columbia, MO Economic Development, IBM proposal (Fall
2008), Data Center proposal (Spring 2009)
Presentation to Columbia Media Resource Alliance (CMRA) about HD film
production using the Canon 5D Mark Il (Jan 8, 2009)

«  C#, NET, WPF CS department seminar presentation (Mar 17, 2009)
Mizzou Scholars Interviewer (Mar 7, 2009)
MU Information Technology Commitee (voting member)
College of Engineering Undergraduate Student Lab Committee (member)
Computer Science Department Equipment Committee (chair)
Computer Science Department Information Technology Program Commit-
tee (co-chair with Jeff Uhlmann)
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2008 - 2009 « iiFund Commitee (voting member)

(continued) « iPhone Contest, collaboration with Journalism, CS/IT leader
FilmTech Project (Technical Director)
International Program (China Program) fi nancial planning

2006-2008 - Tarboro High School (THS) Technology Infrastructure Support
«  System Administrator for PLATO at THS
Advisor for THS Robotics Club
Member of THS School Improvement Team

2002-2003 -+ Program Committee Member for Second IEEE International Workshop on Wi-

reless and Mobile Technologies in Education (WMTE 2003) - December 8-10,
2003 National Central University, Jungli,Taiwan
College of Education Shadow netWorkspace implementation
Shadow netWorkspace training sessions at University of Missouri

« Development of ZONE and Digital Media courses
Lead for Network Learning Systems Masters in Educational Technology
Support for MU Campus Climate Survey — data collection and analysis

«  Chair of faculty search committee for Digital Media faculty position

2001-2002 - Development of web survey technology and implementation of phases 1-4
of the MU Campus Climate Survey
Re-implementation of Planet Innovation tools
« CTIE Space Renovations
COE Techinology Infrastructure

2000-2001 - COE Technology Infrastructure
« CTIE Space Renovations

1999-2000 - 2000 CTIE Teacher Technology Innovation Award selection committee mem-
ber
International Program Committee for IASTED Conferences

1998-1999 . International Program Committee for the IASTED International Conference
on Computers and Advanced Technology in Education (CATE'99) to be held
May 5-8, 1999 in Philadelphia, Pennsylvania
Co-Director, Center for Technology Innovations in Education
1999 CTIE Teacher Technology Innovation Award selection committee mem-
ber
Non-committee participation in selection of IR/IT faculty candidates
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1997-1998 - Co-Director, Center for Technology Innovations in Education

« Managed Operations of Center for Technology Innovations in Education
Committee Member of the MU Computer Policy and Strategy Committee

« Participated in the Development of the MU College of Education Technol-
ogy Infrastructure
Managed Internet and Server Services for MU College of Education
Building Coordinator for London Hall
Worked with Reporters on the Writing of Newspaper and Magazine Articles
on COE Technology Infrastructure and CTIE
Developed Multimedia/Video Presentation for MU COE Alumni Awards Ban-
quet

1996-1997 - Co-Director, Center for Technology Innovations in Education

Managed Operations of Center for Technology Innovations in Education
Managed and Designed Renovation of CTIE Space in London Hall

« Developed, Implemented, and Managed COE Mobile Laptop Computer
Laboratory
Participated in Deployment of Interactive Shared Journal System in MU COE
Managed Internet and Server Services for MU COE
Wrote and Co-Wrote Position and Vision Statements for Dean'’s Office
Presented Technology Use in Education Position Paper (Authored by Jim
Laffey) to State Representative Stephen Stoll
Represented CTIE and COE Technology Infrastructure at ASUM Lobby Day in
Missouri State Capital
Worked with Reporters on the Writing of Newspaper and Magazine Articles
on the Use and Development of Technology in the COE
Member of Human Subjects Review Committee for Curriculum and Instruc-

tion
Fall Computer Science Department Faculty Award
2010 Selected by graduation CS and IT Seniors

Spring College of Engineering Faculty Fellowship

2010 Renewable/reviewable faculty fellowship awarded by the Dean of Engineering
Fall Excellence in Teaching with Technology Award, Undergraduates
2009 MU 2009 Faculty Recognition Awards
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Spring CS/IT Program Outreach Award
2009 Presented for the promotion of the computer science and information technol-
ogy programs and the field of engineering to K-12 students

Fall High Flyer Award
1998 Excellence in the Scholarship of Teaching
MU College of Education

Summer  High Flyer Award
1998 Excellence in the Scholarship of Teaching
MU College of Education

Academic  High Flyer Award

Year Excellence in the Scholarship of Teaching
1997-1998 MU College of Education

Academic  High Flyer Award
Year Excellence in the Scholarship of Teaching
1994-1995 MU College of Education

April 20 Citation of Merit for Outstanding Achievement
1998 Excellence in Education Awards, MU Divison of Student Affairs

1987 Sallie Mae Foundation First Year Teacher Award



FEDERAL VOTING ASSISTANCE PROGRAM

PGOV Department of Defense
" Rosslyn Plaza North

ING ASSISTANCE FROGRAM 1777 North Kent Street
14" Floor, Suite 14003
Arlington, VA 22208-2162

FOR : ROBERT J. LAVELLE, GRANTS OFFICER, DEFENSE HUMAN RESOURCES
ACTIVIITY-PROCUREMENT SUPPORT OFFICE

FROM: BOB CAREY, DIRECTOR, FEDERAL VOTING ASSISTANCE PROGRAM

SUBJECT: State of California Grant Award recommendations under BAA H98210-BAA-11-
0001

On 13 July 2011, fifty (50) Applicants for Federal Assistance were received by the Defense
Human Resources Activity-Procurement Support Office (PSO), in response to Broad Agency
Announcement (BAA) H98210-BAA-11-0001.

During the period of 26-28 July 2011, the Technical Proposal portions of the applications were
evaluated by a panel comprised of Subject Matter Experts.

Upon conclusion of the technical evaluation, the FVAP staff performed a Cost Benefit Analysis
during the period of 29 July through 15 August 2011,

The analysis of cost, benefit and return of investment of the proposed research and/or tool was a
pertinent element for the FVAP staff. Staff compared the cost per expected voter transaction,
over time, to the relative benefits of the proposals” description of the return of investment (ROT)
and other measures, as analyzed and measured by the Technical Evaluation Board. For proposals
that entailed several components to be phased or implemented in modules, FVAP staff examined
the complete capability of each component.

Based upon the findings of the technical evaluation and cost benefit analysis, I recommended
that the state of California be part of the Phase I grant award.

During the pre-grant award negotiation call on October 3, 2011 with the State of California,
FVAP staff and you, additional information regarding the grant’s technical approach caused
FV AP reassess the technical capability of a key component of the proposal.

FVAP staff and you conducted an additional pre-grant award negotiation calf with the State of
California on November 18, 2011. During that call, VFAP staff was able to substantiate the
technical capability of the State of California’s proposal.

Therefore, once Phase II grant awards are complete, based upon the re-examined finding of the
technical evaluation and cost benefit analysis, I recommend the following grant award:

Recommended Grantee | Amount Requested
State of California $468,522.00




DEFENSE HUMAN RESOURCES ACTIVITY
HEADQUARTERS
4BD0 MARK GENTER DRIVE, SUITE 06425-01
ALEXANDRIA, VA 22350-4000

22 September 201 1
Via Email:

chris.maio(@sos.ca.pgov

Mr. Chris Mato

Chiefl, Information Technology Division
Secretary of State’s Office

1500 1™ Street

Sacramento, CA 95814-2600

Dear My, Maio:

Pursuant to the termns and conditions of Broad Agency Announcement H98210-BAA-11-0001,
the Defensc Human Resources Activity (DHRA), in support of the Federal Voting Assistance
Program Office (FV AP) is hercby initiating discussions with your organization.

At my divection, the FVAP Program Officer will initiate a conference call in order w conduct
these discussions, on 03 October 201 1. The scheduled time to cersmence is at 2:00 PM (EST).
The conference call number is (703) 6954042, the Pass Code 15 217679. Note that only four (4)
phone lines are available (one for the DHRA Grants Officer, one for FVAP staft and two lines
for your office and stafl).

The intended participants of this conference calf are the authorized representatives as cited in
your application under the BAA. However, you may include others as deemed necessary. Note
that proposed agreements (o the discussion ssues, and or agreements 1o the terms and conditions
of a resulting grant will only be accepted between vour organization and the DHRA Grants
Officer.

The primary issues opzn for discussion follow. Addiliona) questions regardiog terms and
conditions of the proposed grant and sdditional information required wiil be undertaken as
discussions progress.

Discussion Issues:

}. In Section M on Page 16 of the technical proposal, you state that:
Paralle) Request to CAC to use HAVA funds for the COVR Project
The SOS has submitted a letier to the Election Assistance Cominission (EAC) requesting
permission to use existing HAV A section 251(b)(2) minitnur requirements payment (MRP)
program {unds already distributed to the SOS for the purpose of creafing online voler registration
for California. HAVA MRP funding is currently designated for other uses; however, il no FVAP



lunding 15 provided forthe COVR Project. the SOS will likely pursae the option of using THHAVA

MRP [unding next vear or in the coming years to ereate online voter registration Tor Califarnia.
The EAC has not yet responded 1o the SOS™s request letier.

> What is the status of that request?

o IHAVA [unding is made available following the award ol this grant. would
Californta repay this grant?

o s that funding more suitable o be partially funded by HAV A funds for the general
population and FVAP 1unding could be used solely Tor the VOCAVA rescarch?

11 you have any guestions or coneerns regarding this notice. prior (o the commencement of

discussions. Fmay be contacted by telephone at (571) 272-2614 or via ¢-mail at

boh.lavelle o osdooentagonamil




CCR Search Results

CCR Search Results
Not to be used as certifications and representations. See ORCA for official certification.

Registration Status:

DUNS:

DUNS PLUSA4:
CAGE/NCAGE:

Legal Business Name:
Doing Business As (DBA):

Division Name:
Division Number:
Company URL:

Physical Street Address 1:
Physical Street Address 2:
Physical City:

_ Physical State:
Physical Foreign Province:
Physical Zip/Postal Code:
Physical Country:

Mailing Name:

Mailing Street Address 1:
Mailing Street Address 2:
Mailing City:

Mailing State:

Mailing Foreign Province:
Mailing Zip/Postal Code:

Active in CCR; Registration valid until 03/12/2013.

360741904

65T43
CALIFORNIA SECRETARY OF STATE

MANAGEMENT SERVICES
ACCOUNTING

1500 11TH ST

SACRAMENTO
CA

95814-5701
USA

CALIFORNIA SECRETARY OF STATE
1500 11TH STREET

SACRAMENTO
CA '

95814-5701

Mailing Country: USA

Business Start Date:
Delinquent Federal Debt:

05/07/1879

No

CORPORATE INFORMATION

Type of Organization
U.S. Government Entity

Business Types/Grants

2F - U.S. State Government
V2 - Grants

DISASTER RESPONSE INFORMATION

https://www.bpn.gov/CCRSearch/detail.aspx

Page 1 of 3

03/12/2012 .
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Bonding Levels
Construction Bonding
Level, Per Contract
(dollars):
Construction Bonding
Level, Aggregate
(dollars):

Service Bonding Level,
Per Contract (dollars):

Service Bonding Level,
Aggregate (dollars):

Geographic Areas Served
No geographic areas specified
- GOODS / SERVICES
North American Industry Classification System (NAICS)
921190 - Other General Government Support '

Product Service Codes (PSC)

Federal Supply Classification (FSC)

SMALL BUSINESS TYPES

SDB, 8A and HubZone certifications come from the Small Business Administration and are not editable by
CCR vendors.

Business Types Expiration Date

North American Industry Classification System (NAICS)
The small business size status is derived from the receipts, number of employees, assets, barrels of oil,
and/or megawatt hours entered by the vendor during the registration process.

NAICS Description Small Emerging Small
Code _ Business Business
921190 Other General Government Support No No

. CCR POINTS OF CONTACT
Government Business Primary POC

Name: CALIFORNIA SECRETARY OF
STATE

Address Line 1: 1500 11TH STREET
Address Line 2:

City: SACRAMENTO

Government Business Alternate POC

Name: CALIFORNIA SECRETARY OF
STATE

Address Line 1: 1500 11 STREET
Address Line 2:

City: SACRAMENTO

https://www.bpn.gov/CCRSearch/detail.aspx 03/12/2012



CCR Search Results

State:

Foreign Province:
Zip/Postal Code:
' Country:
U.S. Phone:
Non-U.S. Phone:

Fax:

CA
95814-5701
USA
916-653-9445

916-653-8544

Past Performance Primary POC

Name:

Address Line 1:
Address Line 2:

City:

State:

Foreign Province:
Zip/Postal Code:

Country: .

.S. Phone:
Non-U.S. Phone:

-Fax:

Electronic Business Primary POC

Name:

Address Line 1:
Address Line 2:
City:

State:

Foreign Province:
Zip/Postal Code:
Country:

U.S. Phone:
Non-U.S. Phone:
Fax:

CALIFORNIA SECRETARY OF
STATE

1500 11TH STREET ROOM 465

SACRAMENTO
CA

95814-5701
USA
916-657-2376

916-653-8544

https://www.bpn.gov/CCRSearch/detail.aspx

- State:

Foreign Province:
Zip/Postal Code:
Country:

U.S. Phone:
Non-U.S. Phone:
Fax:

Page 3 of 3

CA
95814-5701
USA
916-653-4894

916-653-8544

Past Performance Alternate POC

Name:

Address Line 1:
Address Line 2:
City:

State:

Foreign Province:
Zip /Postal Code:
Country:

U.S. Phone:
Non-U.S. Phone:
Fax:

Electronic Business Alternate POC

Name:

Address Line 1:
Address Line 2:
City:

State:

Foreign Province:
‘Zip/Postal Code:
Country:

U.S. Phone:
Non-U.S. Phone:
Fax:

CALIFORNIA SECRETARY OF
STATE

1500 11 STREET ROOM 465

SACRAMENTO
CA

95814-5701
USA
916-653-9445

916-653-8544

03/12/2012
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Electronic Absentes Systems for Elections

- EASE Urants
.I Mumbar 12217

Agancy Deparmiant of Delenps

e Frefars! Voling Assisianos Progrsm

PROGRAM INFORMA TIOHN

Authorizatinn (040}

1W0USC 2358

42 USC 16730 m al

4 USC 1873 ot ol

10 USC 1566

10 USC 1568

PL 107107, sec 1804, @s amanded by PL 108-375, Sec 567(a)

PL Y07 107, sec 1604, as amended oy PL 108-1/5, Sec B&7I(b)

NDAA 2010 Gec 588, Execulive Order Executive Order 12647, 10 U 5 C 2358

Objectives {050;

The objective of thesa actvhes will be o

1. Estabiish and ensure successiul, sustainable and afiordable slectronic 1ools thal will improve voling systems for
volers prolecied by the Undormed and Overseas Ciizens Absantes Vobing Act (UIDCAVA)

2 Increpse the peroaniage of ballot successtully returned by WOCAVA volers o be edher soual (o, oF cresies

than ihe perceniags of batiots returned by e ganetal volehg popuiatan

3 Collect and analyze data ta incraase effecthensss of absentes voling procadures and sysiems.

4 Eslghish @nc mamtan g pipeting of ioeas. lechinigues and best practices of Eection Officzals gm0 thes senaces
for UDCAVA volsrs

Types of As=lztance (D6):
Prosect Geants

Unes and Uss Restrlctions (070):
Develop innovetive slectronic glection systeres loois tat will recuce impedements faced by LOCAVA wolers

Eligibility Requiremants (080}

Appiicant Fligibility (081):
Apphcants e encowraged o develop mncvatnee approsches that uldiso (hed ungue assels capabilifies,
ocatons, and parsonnel.

Beneficiary Eligibility (082):

hirps:/www,cfda gov/index?s=programd&mode=form&id=cec3 1 c62a390 | Sc022M 1 45ddu.,, 04/1172011
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The amount and periocd of performance of each selecled proposal may vary depending on the research area and
the lechnical approach to be pursued by tha selected offeror.

Credentiais/Documentation {D83):

Costs will be delermined in accordance (o applicable regulations, applicable cost principles and approprialed OMB
guidance (such GMB Circular A-87 dor Slale, Local, and Indian Tribal Goveraments). Applicanis may be required
lo demonsiraie thaf they have the appropriate backoround, training. experence, and /o1 equipment lo ca7; out the
purposes of the assistance. OMB Circular No. A-87 apphes lo ttus program.

Apnlication znd Award Pronass (DBD)

Preapplication Coordination {00 1):
Preapplication coordinalion is nol applicable. Eavironmental impacdt information is nol required for this program.
This program is excluded trom coverage under E.O. 12372,

-~

Application Procedures (0925
OMB Circular No. A-102 applies to this grogram. This program is excluded from coverage under OMB Circular No
A-110

Awnrd Procedurs (092

Award dacisions will be based on a compe: tive selection of proposals based on a scientific, lechnical,
management aad cost review Evaluations will be conducted using the following evalualion critena: number of
UOCAVA vaters servea, sustainabilily, innovation, scalability, approach. The Government will evaluate options lof
awaro purposes by adding lhe tolal cost for all options 1o the total cost for the basic requirement. Evaluation of
ophions will not obligate the Government 1o exercise lhe options during grani peffarmance

Meadlines (004Y:

Not Agplicable,

Range of ApprovallBi=approval Time [095%
From 80 to 80 days. Although DoD will attempt to make award decisions vath i sixty {€0) to ninety (90) days:
aclual approval lime may vary and depand in pan on how quickly OoD oblaing the required informauon and lorms

Al-y-n St= {0‘3‘3\.
Nol Applicabla.

Renavals 1067}
Not Applicable.

Assistance Concideration (100)

Formula and Matching Requirements (101):
Statutory formuias are not applicable 1o this program.
This ptogram has no matching requirements.

This program does nol have MOE requirerments.

Lengttand Time Phasing of Assistanca (1021
The terms of the assistance shalt be determined at time of award. The fength and ime-phasing of Ihe assis!ance
will be stated i the assistance insirument and appropnalely fimited by the iawful availability of funds. Sea the

hregps:/Avwawefda.gov/index?e=program&mode fomé&id=zcecS1¢62a39013e¢02214 145dda... 0471172011
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following for informalion on how assistance is awarded/teleased:. See the following for information on how
assistance is awarded/released: Mulually agreeable schedule for release of funds.

Past Assistance Requiremnants (110)

Reports (111):
Final repon. SF-425. Programmatic interim report
Data coflection points reports. Na expeaditure reports are requircd. No performance monitoring is required.

Audits {112):

In accordance with (he provisions of OMB Circular No. A-133 (Revised, June 27, 2003), “Audits of Slates, Locat
Goverpmenis. end Non-Profit Organizalions.” nonfederal entities thal expend hinancial assislance of $5)0.000 or
more in Federal awards will have a singte or 3 program-specific audit conducied for lhat year. Nonfederal entilies
thal expend less than $500.000 a year in Federal awards are exempt from Federal audit requaements fa¢ that
year. except as noted jn Circular No. A-133. none

Record!= (113):

The Complraller General of the United States or a duly sulhorized representalive from the Genaral Accounting
Oftice shall. unul 2 yezrs alter final paymeat under this grant have access to and right {> examine any of lhe
recipient's directly pertinent books, dacuments. papers, or other records Involving transactions related 10 this
gran,

PR

Financial Infarmation 120

Account !dentification {121):
97-0400-7-3-010

Obkigations (122:
(Project Granis) FY 10 Not Avzilable(Exp: First year grant), 7Y 11 $3.000,000; FY 12 51 000.000

Range and Averaaes of Finangial Assistance (123);
No Data Avaitable.

Not Applicable.

Regulzatinns Guidelinas, and Literature (120):
DoD Grant and Agreement Regulations and applicable OMB Circulars

Regional or Local Officz (151) :
None.

Headguarters Office (152):
Korinee R. Stewart 1155 Defenpse Pentagon RPN 12063 , Washington Distnct of Columbia 20301 Emsil.
Kotnae stews@whs 71 Phone: (703) 696-2481 Fax: (703) 588-1990

hps /v efda gov/index Ys=progrmm&anade=lorm&ad- ¢ee 3166203001 3¢02 214 [45dda... 047112011
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Website pddross (153):
hitp://wwwee fvap gov
Folzted Programs (180
Not Applicable

Examples ¢ Funded Projects (170):
Nol Applicable.

Critaria for Selerting Proposals {180):

Praoposals should identify programs aad meibods thal will be used to foster and develop products to lessen {he
impediments thal exist for ithe UOCAVA voler. Awasd decisions will be founded an a competitive selaction of
proposals that are based on scienlific. (echnical. management and cost review as well as relevance and
contributions as they relate to FVAP's speciic EASE Grant Pcograin goals

hups:/wwawclda.goviindex?<—program&mode form&id=cee31¢62u39015¢0221H4 14 3dda... 04/11/201)



DELEGATION LETTER OF POST-AWARD ADMINISTRATION ~FEDERAL ASSISTANCE INSTRUMENTS

1. TO (Administrative Grants Office): 2. FROM (DHRA Grants Office):
DCMA Lathrop Defense Human Resources Activity
700 East Roth Road, Bldg 330 4800 Mark Center Drive, Suite 07G12
French Camp, CA 95231-0232 Alexandria, VA 22350-1300
3. NAME AND ADDRESS OF RECIPIENT 4a. AWARD NUMBER 5a. FACE VALUE
H98210-12-1-0026 - $468,522.00
California Secretary of State 4b. AWARD DATE 5b. COST SHARE
1500 11" Street 06 January 2012 L] YES X NO
Sacramento, CA 95814-5701
6. INSTRUMENT TYPE 7. COMPLETION DATE
POC: Mrs. Debbie O’Donoghue ' Grant : 30 November 2016

(916) 653-6173

8. AUTHORITY AND AWARD OBJECTIVES (Describe briefly)
Authority: 10 U.S.C. 2358. a public purpose of support by improving the voting experience of UOCAVA voters, reduce voting
impediments faced by them, and stimulate the development of innovative approaches to absentee voting by UOCAVA voters.

9. You are hereby authorized to act as my representative in the administration of this Federal Assistance instrument. The
functions delegated to you for administration are those listed in 32 CFR 22.715.

.10. You are further authorized, within the limits of the award, to re-delegate the functions delegated to you by paragraph 9
above, unless re-delegation authority is specifically withheld. Any re-delegation of functions to be performed will be directed
to the DHRA Grants Officer listed below. :

11. You are requested to provide the DHRA Grants Officer with copies of all communications relating to the administration
of the award that you consider significant.

12 Please acknowledge acceptance of this delegation by returning one (1) signed copy within 5 work days of receipt to the
DHRA Grants Officer.

13. TYPED NAME OF GRANTS OFFICER 14. SIGNATURE OF GR

15. DATE SIGNED

ROBERT J. LAVELLE 05 T Ardold
16. DHRA PERSONNEL TO.CONTACT WHEN NECESSARY:

Contact Name/Function Telephone - FAX E-Mail Address

Robert J. Lavelle/Grants Officer (571) 372-2614 (571) 372-2599 ' Bob.Lavelle@osd.pentagon.mil

17. ACKNOWLEDGEMENT OF RECEIPT OF DELEGATION:

NAME: : TITLE:

TELEPHONE: FAX NO:

E-MAIL:




STANDARD INSTRUCTIONS: In addition to the procedures of 32 CFR 31.3, administrative requirements flor grants and
cooperative agreements are specified in the following DoD Grant and Agreement Regulations:

Standard administrative requirements for grants and cooperative agreements are specified by:

APPLICABLE TO
THIS INSTRUMENT _ 32 CFR (DoD Grant and Apreement Regulations, DoD 3210.6-R)

L] ' 32 CFR 32, the DoD implementation of OMB Circular A-110, for grants and cooperative agree
ments performed by domestic institutions of higher education and nonprofit organizations.

] 32 CFR 32 to the maximum extent prachcable, for grants and cooperative agreements with foreign
recipients,

4 32 CFR 33, the DoD implementation of OMB Circular A-102, for granfs and cooperative agree
ments performed by State and local governments.

|:| 32 CFR 34, for commercial organizations.

L] 32 CFR 37, for special requirements as specified, to administer cooperatlve agreements under the

authority of 10 U. S. C. 2371.

The delegated functions and the special instructions provided in this delegation apply only to the extent that they are applica-
ble under the terms and conditions of the award instrument. Nothing in this delegation is mtended to supersede or to provide
direction cutside the award provisions.

The DHRA Grants Officer hereby request that your office perform a post-award conference and provide DHRA with the mi-
nutes of the conference. The DHRA Grants Officer is unable to attend but may be contacted via telephone during the post-
award conference, if necessary.

If it is believed that there is any conflict between this delegation and the award provisions, the Delegating Grants Officer iden-
tified on the Letter of Delegation should be notified immediately.



OMB Number: 4040-0003
Expiration Date: 7/30/2011

Key Contacts Form

* Applicant Organization Name:

California Secretary of State |

Enter the individual's role on the project (e.g., project manager, fiscal contact).

* Contact 1 Project Role: ‘Tec]'lnj_{_‘al Oversight |

Prefix: ‘Mr,

* First Name: |ch ris
Middle Name:|

- Last Name: |Ha is

Suffix: |

Title: |Chie f, Informaricn Technoleoqy Division
Organizational Affiliation:

Califarnia Secretary of State

* Street1: |1‘500 - 1llth Street |
Street2: | |

" City: |Sacramento |

County: Sacramento

* State: CA: Caljfornis

Province: | |

= Country: | USA: UNITED STATES |
" Zip / Postal Code:

95814-2600 |

* Telephone Number: |(916) 6537835 |

Fax: |(9L6) 653-2151 |

Emaili|crriz . maicEsos.ca. gov

‘Iracking Number:GRANT 10919231 FFunding Opportunity Number:H98210-BA A-11-0001 Received Date:2011-07-06119:02:21-04:00



OMB Number: 4040-0003
Expiration Date: 7/30/2011

Key Contacts Form

* Applicant Organization Name:

California Secretary of State |

Enter the individual's role on the project (e.g., project manager, fiscal contact).

* Contact 2 Project Role: |P}_-;3j cat Oversight |

Prefix: ‘Mrﬁ,

* First Name: |Debbie
Middle Name:|

~Last Name: o' Donoghue

Suffix: |

Title: |D6puty 303, Voter Education and Outrazch
Organizational Affiliation:

Czlifaornia Secrertary of Stste

* Street1: |1‘500 - 1llth Street |
Street2: | |

" City: |Sacramento |

County: Sacramento

* State: CA: Caljfornis

Province: | |

= Country: | USA: UNITED STATES |
" Zip / Postal Code:

95814-2600 |

" Telephone Number: |(916) €23-3173 |

Fax: |(9L6) 653-4620 |

T Email|debbie. odenoghuelsos.ca. gov

‘Iracking Number:GRANT 10919231 FFunding Opportunity Number:H98210-BA A-11-0001 Received Date:2011-07-06119:02:21-04:00



OMB Number: 4040-0003
Expiration Date: 7/30/2011

Key Contacts Form

* Applicant Organization Name:

California Secretary of State |

Enter the individual's role on the project (e.g., project manager, fiscal contact).

* Contact 3 Project Role: |P}_'::j €ct and Fi%cal Oversight |

Prefix: ‘Mg
" First Name: |Janice
Middle Name:|

- Last Name: |T_umsden

Suffix: |

Title: |Depu|:y Secretzry of 3tate, Opearations
Organizational Affiliation:

Czlifaornia Secretary of State

* Street1: |1‘500 - 1llth Street |
Street2: | |

" City: |Sacramento |

County: Sacramento

* State: CA: Caljfornis

Province: | |

= Country: | USA: UNITED STATES |
" Zip / Postal Code:

95814-2600 |

" Telephone Number: |(916) £23-2328 |

Fax:

(516) 653-4795 |

TEMAk |y st ce . tumedenisos . ca. gov

‘Iracking Number:GRANT 10919231 FFunding Opportunity Number:H98210-BA A-11-0001 Received Date:2011-07-06119:02:21-04:00



OMB Number: 4040-0003
Expiration Date: 7/30/2011

Key Contacts Form

* Applicant Organization Name:

California Secretary of State

Enter the individual's role on the project (e.g., project manager, fiscal contact).

* Contact 4 Project Role: ‘Fiscal_ Oversight

Prefix: ‘Mg

" First Name: |Do ca

a

Middle Name:|

" Last Name:  [Mej i
Suffix: |
Title: lcnie

f, Maragement Services Division

Organizational Affiliation:

Califaornia Sear

erary of State

* Streett:
Street2:

" City:
County:
- State:
Province:
= Country:
" Zip / Postal Code:
" Telephone Number:

Fax:

|1500 - 1lth Street

|Sacramento

Sacramento

CA: Caljfornis

| USA: UNITED STATES |

95814-2600 |

|(916) €S3-1471 |

[(s16) 683-5544 |

TEmail|anra. majiaklsos.ca.gov

‘Iracking Number:GRANT 10919231

FFunding Opportunity Number:H98210-BA A-11-0001 Received Date:2011-07-06119:02:21-04:00



OMB Number: 4040-0004
Expiration Data: 03/31/2012

Application for Federal Assistance SF424

* 1. Type of Submission:

[[] Preapplication

(X) Application

D Changed/Carrected Application

* 2. Type of Application:

g New

[] continuation

[] Revision

* Il Revision, selecl appropriale lelier(s):

* Olher (Specify):

* 3. Date Received:

4. Applicant Identifier:

|07loe/2m1 | |

Sa. Federal Entity (dentifier:

56. Federal Award (dentifier:

State Use Only:

6. Date Received by State: |:|

7. State Application identifier: | |

8. APPLICANT INFORMATION:

* o, Legal Name: |California Secretary of State |

* b. Employet/Taxpayer ldentification Nurmber (EIN/TIN):

* ¢. Organizational DUNS:

| | DI |

d. Address:

* Streett: [1500 - 11ch screec |
Street2: |6th Flocr |

* City: [sacramentc |
CountyParish:  [saccamerto |

* Stale: | CA: California |
Province: | |

* Country: | U3A: UNTTED STATES |

= Zip / Postal Code: l{)591 4=2600

e. Organizational Unit:

Dspanimsnt Name:

Division Nams:

Secretary of State

| |Administratlon Division

f. Name angd contact information of person to be contacted on matters involving this application:

Prefix: |HL.5_ | * First Nome: |Debbie |
Middle Name: | |

” Last Name: |0'Donoghue |
Suffix: | |

Title: |Deputy S0S, Voter Educatien and Outreach

Organizational Affiliation:

" Telephone Number: |1316) 653-6175 Fax Number: [(¢16) 653-4620 |

* Email: |debbi e.odonoghus@scs. ca.qgay

‘Iracking Number:GRANT 10919231

FFunding Opportunity Number:H98210-BA A-11-0001 Received Date:2011-07-06119:02:21-04:00




Application for Federal Assistance SF424

* 8, Type of Applicant 1: Select Applicant Type:

‘A: Sesre Governmant |

Typs of Applicant 2: Select Applicant Type:

Type of Applicant 3: Select Applicant Type:

* Other (spscify):

~ 10. Name of Federal Agency:

|Department of Defense

11. Catalog of Federal Domestic Assistance Number:

|L2.2L7

CFDA Title:

Electronic Absentee Systems for Elections

~ 42. Funding Opportunity Number:

H28210-RRAA-11-0001

* Title:

Federal Voting Assistance Program

13. Competition Identification Number:

Title:

14. Areas Alfected by Project (Cities, Counties, States, etc.):

{
Add Aflachment | Delete Attachment View Attachment |

~ 15, Descriptive Title of Applicant’s Project:

California Online Voter Registration (COVR) Project

Attach supporting documents as specified in agency instructions.

Add Attachments Delete Attachments % View Attachments

‘Iracking Number:GRANT 10919231 FFunding Opportunity Number:H98210-BA A-11-0001 Received Date:2011-07-06119:02:21-04:00



Application for Federal Assistance SF-424

16. Congressional Districts Of:

‘ a. Applicant CA-511 b. Program/Project

Attach an additional list of Program/Project Congressiona) Districts if needed,
Add Attachment J Delete Attachment J View Attachment J

17. Proposed Project:

‘3. Start Date: |02/01/2011 *b. End Date: |11/30/2012

18. Estimated Funding ($):

*a. Federal | 468, 522.20'
* b. Applicant | 9.90|
‘. State | 0. 00
¥ d. Local | a. oo|
' e. Other | 0.00|
*f. Program Income | 0. 00|
‘9. TOTAL | 468,522.20)|

~ 19. Is Application Subject to Review By State Under Executive Order 12372 Process?

|:| 3. This application was made available to the State under the Executive Order 12372 Process for review on |:|
|:| b. Program is subject to E.O. 12372 but has not been selected by the State for review.

D] c. Program is not covered by E.0. 12372,

~ 20. Is the Applicant Delinquent On Any Federal Debt? (If “Yes,” provide explanation in attachment.)

[]Yes X No

If “Yes", provide explanation and attach
| Add Attachment % Delete Attachment ! View Attachment

21. "By signing this application, | certify (1) to the statements contained in the list of certifications™ and (2) that the statements
herein are true, complete and accurate to the best of my knowledge. | also provide the required assurances™ and agree to
comply with any resulting terms if | accept an award. | am aware that any false, fictitious, or fravdulent statements or claims may
subject me to criminal, civil, or administrative penalties. (U.S. Code, Title 218, Section 1001)

X " 1 AGREE

** The list of cerifications and assurances, or an internet site where you may obtain this list, is contained in the announcement or agency
specific instructions.

Authorized Representative:

Prefix: Ivis | ‘ First Nome:  [vanice |
Middle Nome: | |

‘ Last Name: |L: |
Suffix: | |

* Title: |Deputy Secrefary of Srate, Operations |

* Telephons Numbsr:

(916) 653-2325 | Fax Numberi|(9161 653-4755

* Email: |janlce.lumsden@sos.ca.-;-3v |

* Signature of Authorized Representative: Debdie ODonoghue | * Date Signed: |o7/06r2011 |

‘Iracking Number:GRANT 10919231 Funding Opportunity Number:H98210-BA A-11-0001 Received Date:2011-07-06119:02:21-04:00



BUDGET INFORMATION - Non-Construction Programs

SECTION A - BUDGET SUMMARY

Grant Program

Catalog of Federal

Estimated Unobligated Funds

New or Revised

Tracking Number:GRANT 10919231

Function or Domestic Assislance
Activit
y Number Federal Non-Federal Federal Non-Fede
(a) (b} (c) (d) (e) n
1. |carifornia secretary || [12.217 $ | 3 | $ | 153,733_2o| $ |
of State Tasks
2. |sub-Recipient 12.217 | | | 214784 00| ‘
califernia ! :
Department of Motor
Vehicles
3 || | |
a. | | | ||
5. Totals $L | $ | $ | 469,522.2o| $ |
Pre:

Funding Qpportunity Number:H98210-BA A-11-0001 Re



SECTION B - BUDGET CATEGORIES

6. Object Class Categories GRANT PROGRAM, FUNCTION OR ACTIVITY
(1) 2 3) 4)
California Secretary Sub-Recipient
of State Tasks California
Department of Motor
Vehicles
a. Personnel $ | 64,901.30|$ | 69,345.00| $ | |$
b. Fringe Benefits | 26,609.53| | 34,021.00| | |
c. Travel | | | | | |
d. Equipment | | | | | |
e. Supplies | | | | | |
f. Contractual | | | 132’°°°'°°| | |
g. Construction | | | | | |
h. Other | | | 5'7,835.00| | |
i. Total Direct Charges (sum of 6a-6h) | 91:51°~93| | 293:2°1~°°| | |
j.. Indirect Charges | 62,22'7.3'7| | 21,583.00| | |
k. TOTALS (sum of 6i and 6j) $ | 153,738.20)§ | 314,784.00)|$ | |$
7. Program Income $ | |$ | | $ | | $

Authorized for Local Reproduction
Presci

Tracking Number: GRANT 10919231 Funding Opportunity Number:H98210-BAA-11-0001 Re



Tracking Number: GRANT 10919231

SECTION C - NON-FEDERAL RESOURCES
(a) Grant Program (b) Applicant (c) State (d) Other Sq
8. $ | |Is | I$ |
°. | | ||
10. | | ||
1. | ||| ||
12. TOTAL (sum of lines 8-11) $ | |$ | Is |
SECTION D - FORECASTED CASH NEEDS
Total for 1st Year 1st Quarter 2nd Quarter 3rd Qu:
13. Federal $| 468,522.20| $ | 234,261.10| $| 234,261.10| $
14. Non-Federal 3| | | | | |
15. TOTAL (sum of lines 13 and 14) 3| 468,522.20||§ | 234,261.10| | § 234,261.10|§
SECTION E - BUDGET ESTIMATES OF FEDERAL FUNDS NEEDED FOR BALANCE OF THE PROJECT
(a) Grant Program FUTURE FUNDING PERIODS (Y
(b)First (c) Second (d) Thi
16 Electronic Absentee System for Elections (EASE) Grant $ | 468,522.20| $| | $|
17.
| | | | |
18. | | | | |
19.
20. TOTAL (sum of lines 16 - 19) $ | 468,522.20) || IE
SECTION F - OTHER BUDGET INFORMATION
21. Direct Charges: [3g4,712 | 22. Indirect Charges: |83,810
23. Remarks: The indirect cost rates for the Secretary of State and the Department of Motor Vehicles are provisional rates.
Authorized for Local Reproduction
Pre

Funding Opportunity Number:H98210-BAA-11-0001 Re



DEFENSE HUMAN RESOQURCES ACTIVITY

PROCUREMENT SUPPORT OFFICE
4800 MARK CENTER DRIVE, SUITE 07G12
ALEXANDRIA, VA 22350-1300

06 January 2012

Ms. Robin Burgess

Federal Voting Assistance Program
1777 N. Kent Street, Suite 14003
Alexandria, VA 22209-2162

SUBJECT: Designation as Program Officer (PO) Under Grant Number H98210-12-1-0026
1. You are hereby designated as the Program Officer (PO) for the subject Grant.

2. During the term of the Grant, you will insure that the Recipient is in compliance with all
technical aspects of the Grant and submits required reports in a timely manner as specified in the
Grant Schedule. If Recipient’s performance is not satisfactory or deliverable items are not
delivered as required by the terms of the Grant, immediately advise the Grants Officer of the
facts in writing.

3. You are authorized to take action necessary to:

(a) Assure the Recipient performs the technical requirements in accordance with the
Grant terms, funding, conditions and specifications; and,

(b} Maintain liaison and direct communications with both the Recipient and the Grants
Officer. Written communications and documents will be signed as "Program Officer" with a
copy of correspondence to the Recipient furnished to the Grants Officer.

4. Limitations: You are not empowered to award, agree to, or sign any Grant or modification
thereto, or in any way obligate the payment of money by the Government. You may not take any
action which may impact on the Grant or delivery schedules, funds, or scope. All contractual
issues, commitments, or modifications shall be made by the Grants Officer or the Administrative
Grants Officer (as applicable).

5. You are not authorized to re-delegate your authority. This designation as Program Officer
shall remain in effect through the life of the Grant, unless sooner revoked in writing by the
Grants Officer. - If your designation is revoked for any reason before completion of this Grant,
turn your records over to the successor Program Officer or obtain disposition instructions from
the Grants Officer. ' '

6. You are required to maintain adequate records to describe sufficiently the performance of
your duties as Grant Program Manager and to transfer such records are required. At a minimum,
the PO File shall contain:



(a) Copy of Designation Letter;,
(b) Copy of Grant and Modifications; and,
(c) Copy of correspondence between the PO and Recipient.

7. Within thirty (30} days of completion of the Grant, receipt of notification of a personnel
action which would preclude your continuing effectively as PO, or termination of your
designation by the Grants Officer, you shall submit to the Grants Officer, an evaluation
discussing the timeliness and quality of performance; the Recipient's compliance with the
statement of work and terms of the Grant; and specific problems encountered during the life of
the Grant and the resolution of those problems

8. The designated Program Officer (PO) shall acknowledge recelpt of this Delegation and return
the acknowledgment to the under51gned Grants Officer.

& Tows Foid—

ENCLOSURE
Acknowledgment of Receipt



DESIGNATION OF-
PROGRAM OFFICER (PO)

ACKNOWLEDGEMENT OF RECEIPT

[ have read and understand the Letter of Designation as the Program Officer (PO}, under Grant
No: H98210-12-1-0026.

(NAME)

(SIGNATURE)

(DATE)



FEDERAL VOTING ASSISTANCE PROGRAM

PGOV Department of Defense
" Rosslyn Plaza North

VOTING ASSISTANCE FROGRAM 1777 North Kent Street

14" Floor, Suite 14003
Arlington, VA 22208-2162

September 12, 2011

FOR: ROBERT J. LAVELLE, GRANTS OFFICER, DEFENSE HUMAN RESOURCES
ACTIVITY - PROCUREMENT SUPPORT OFFICE

FROM: Bob Carey, Director, Federal Voting Assistance Program

SUBJECT: Grant Award Recommendations under BAA H98210-BAA-11-0001
Background:

On 13 July 2011, fifty (50) Applications for Federal Assistance were received by the Defense
Human Resources Activity — Procurement Support Office (PSO), 1n response to Broad Agency
Announcement (BAA) H98210-BAA-11-0001].

During the period of 26 — 28 July 2011, the Technical Proposal portions of the Applications were
evaluated by a panel comprised of Subject Matter Experts.

Upon conclusion of the technical evaluation, the FVAP staff performed a Cost Benefit Analysis
during the period of 29 July through 15 August 2011,

The analysis of cost, benefit and return of investment of the proposed research and/or tool was a
pertinent element for FVAP swaff. Staff compared the cost per expected voter transaction, over
time, to the relative benefits of the proposals’ description of return of investment (ROI) and other
measures, as analyzed and measured by the Technical Evaluation Board. For proposals that
entailed several components to be phased or implemented in modules, FVAP staff examined the
complete capability of each component.

Based upon the findings of the technical evaluation and cost benefit analysis, I recommendation
the following initial grant awards:

Name of Recommended Awardees Maximum Proposed Budget
a. County of Santa Cruz, CA $25,000.00

b. County of King, WA $824,400.00
c. State of Virginia $1,818,099.00
d. State of Ohio $1,906,000.00
e. State of New York $2,480,597.00
f. County of El Dorado, CA $1,831,665.00
2 County of Okaloosa , FL, (Proposal 1) $1,639,878.00
h. State of Maryland $903,719.00

1. State of South Dakota $882,970.00
). State of California $468,522.00

However, I believe there are significant savings that can be still be negotiated from most of these
proposals. Therefore, I ask you negotiate approprate cost reductions with the above
1



recommended awardees, involving designated FVAP staff in those negotiations for technical
expertise and support. As these discussions are completed, I will advise of the approval or
disapproval of the revised application (technical and/or budget). Further, as the results of these
negotiations proceed, I will provide additional recommendations until the available funds are
exhausted.

Attached are technical approach and budget proposal analysis and recommendations for these
initial award recommendations.



MEMORANDUM FOR THE OFFICTAL GRANT FILE (OGF)

SUBJECT: Rationale to Enter Into Grant No. H98210-12-1-0026 with the California Secretary
of State

1. BACKGROUND.

On 08 October 2009, the Director, Defense Procurement and Acquisition Policy (DPAP)
granted the Defense Human Resources Activity (DHRA) with Delegation of Authority to
~ establish the Procurement Support Office (PSO). This delegation enabled the PSO to exercise
procurement authority in support of the DHRA. Components.

At that time the PSO did not have authority to enter into Federal Assistance instruments
{1.e., grants or cooperative agreements), nor did the PSO have a warranted Grants Officer. The
Federal Voting Assistance Program (FVAP) directed their Electronic Absentee Systems for
elections (EASE) grant program requirement to Washington Headquarters Services (WHS),
Acquisition Directorate to solicit, negotiate and award multiple grants. [t was determined that
the eligible entities under this Program would be State and Local governments.

During the period of 02 February through 11 May 2011, WHS, FVAP and the PSO jointly
developed the requirements for the EASE Grant Program. The purpose of this grant program is
to receive proposals that will fulfill a public purpose of support by improving the voting '
experience of UOCAVA voters, reduce voting impediments faced by them, and stimulate the
development of innovative approaches to absentée voting by UOCAVA voters. On 11 May
2011, Ms. Sharon Cooper, Director DHRA approved the FVAP EASE Grant Program.

_ WHS issued Broad Agenéy Announcement (BAA) HQO034-FVAP-11-BAA -0001 on 18
May 2011; the due date for receipt of Applications was established as 22 June 2011.

WHS issued Amendment #1 on 20 May 2011, to increase the estimated total award
ceiling to $15,500,000.00. Amendment #2 was issued later that day, to increase the estimated
total award ceiling to $16,000,000.00 and added US Territories as eligible entities. WHS issued
Amendment #3 on 03 June 2011, to increase the estimated total award ceiling to $16,200,000.00
and extend the due date for Application submission to 11 July 2011.

During the period of 03 — 10 June 2011, the Director of WHS-Acquisition and
Procurement Office and the Director, DHRA Procurement Support Office agreed to transfer
oversight of the BAA and resulting award process to DHRA-PSO.

On 17 June 2011 the DHRA-PSO Grants Officer posted a “conformed copy” of the WHS
BAA as BAA H98210-BAA-11-0001 to Grants.gov. All potential Applicants were advised that
the DHRA-PSO BAA superseded the WHS BAA. All future inquiries would be made directly to
Mr. Robert Lavelle (DHRA-PSO Grants Officer).



On 20 June 2011, the PSO issued Amendment #1 (minor corrections) and Amendment #2
in order to provide potential Applicants with additional questions and Government responses,
and to extend the due date for receipt of Applications to 13 July 2011.

In response to the PSO BAA, fifty (50) Applications were received. During the period of
14 — 25 July the PSO Grants Officer reviewed the Applications, Budgets and supporting
documentation to ensure compliance with the terms and conditions of the BAA and the DoD
Grant and Agreement Regulations. Two Applicants were advised that their Applications were
initially received by Grants.gov, but had internal errors (to Grants.gov) and were not re-submitted
to Grants.gov prior to the suspense date and time.

During the period of 26-28 July, the FVAP Evaluation Panel convened. The panel was
comprised of Mr. Paddy McGuire (Panel Chairman and Deputy Director of FVAP), Ms. Robin
Burgess (FVAP Program Officer) and Mr. Andrew Rivera (FVAP Analyst). In addition, thirteen
(13) non-Federal former Election Officials, served as Subject Matter Experts these individuals
were non-voting members of the panel.

Applications were evaluated in-accordance with the following factors, incorporated under
the BAA: :

1. Significance (Factor 1)
FVAP research indicates that UOCAVA voters experience a higher failure in every stage
of the voting process than comparable populations in the general electorate. Therefore,
grant applications that address various stages of the voting process are encouraged,
especially those that provide online voter registration and absentee ballot application
capabilities, improved and more seamless access to UOCAV A voter information (such as
user-friendly online information websites), or tools that confirm voter success or failure at
completing various stages of the voting process.

2. Sustainable (Factor 2)
Grant proposals should address sustainability, both in terms of continuing to provide
FVAP research, testing, and evaluation data over time, as well as in terms of
demonstrating how the application tool can be cost-effectively sustained by State or local
election officials (as appropriate) over time.

3. Impact (Factor 3)
The number of UOCAVA voters affected will serve as a measurement as to how much of
an impact of the proposed project will have on the UOCAVA population. Impact also
addresses the expected number of additional registrations, absentee ballot applications,
information enquiries, ballot transmissions, ballot markings, or ballot returns are
successfully completed. -



4. Strategic Approach (Factor 4)
The proposed project must have a basis upon the presentation of a credible hypothesw (or
set of hypotheses) and a well-defined and appropriate plan to test that hypothesis. Such
hypotheses should advance the body of knowledge needed to alleviate the obstacles faced
by UOCAVA voters in their absentee voting process as well as 1dentify nisk areas and
provide mitigating strategies and controls as well as benchmarks for success.

5. Innovation (Factor 5)
Innovation reflects the discovery or 1mplementat10n of new technologies. Preferably,
these new technologies will lead to the development of processes, products, and
techniques that other jurisdictions can replicate:

Please note: The electronic transmission of voted ballots in an actual election will
not be funded through these grants, However, FVAP will consider applications that
propose demonstration projects that test the electronic transmission of voted ballots
to analyze the security and reliability of online voted ballot transmission systems in
environments other than actual elections.

6. Scalability (Factor 6)
Scalability is the ability of the proposed project to continue to function well when it
changed in size or scope in order to meet a broad range of election officials’ needs. A
scalable system is able to maintain, at a minimurn, its level of performance or efficiency
when applied to different operational demands.

7. Collaborative (Factor 7) . :
This is the extent to which the grant application dernonstrates collaboration of effort from
more than one jurisdiction. Solutions developed collaboratively by multiple jurisdictions
will likely be more exportable to other jurisdictions.

Upon completion of the technical evaluation process, FVAP staff conducted evaluation of
the Application Budgets (and supporting documentation. This evaluation for “Return on
Investment (ROI)” was incorporated under the BAA at Factor #8:

8. Cost Benefit Analysis (Factor 8)
Analysis of cost, benefit and return of investment of the proposed research and/or tool is
pertinent. A comparison of cost versus benefits based on initial investments and a
detailed description of return of investment (ROI) measures is essential. For proposals
that entail several components that can, in effect, be phased or implemented in modules,
wheré each can be a complete capability. Itemizations of each capability as well as the
cost benefit analysis of each capability need to be included for proper evaluahon in the
event of partial funding.

Due to the large number of Applications received, it was determined that grant awards
would be in two {or more) Phases. On 12 September 2011, Mr. Robert Carey (Director, FVAP)



provided the PSO with award recommendations for grant awards in Phase L. The Grants Officer
accepted the recommendations on 13 September 2011.

. Discussions were conducted with the Phase II Applicants during the period of 04 October
through 14 November 2011. As a result of those discussions, the Office of the Lieutenant

Governor of Utah is hereby recommended for a grant award, supported by the documentation set
forth herein.

2. AUTHORIZATION AND APPROVAL.

Enabling Legislation. This Grant is awarded under the statutory authority of 10 U.S.C. § 2358
— Research and Development Projects.

3. PRE-AWARD DOCUMENTS.

" TAB Al - Purchase Request No. HQ0579-1341-0002-000 (dated 08 November 2011) was
received in the amount of $468.522.00 to provide for full funding of the Grant. The Recipient
agreed to a reduction of $0.20, as the FVAP Budget Office did not provide for the additional

funding of $0.20. Research, Development, Test and Evaluation (RDT&E) is made available for
this Grant.

TAB A3 — FVAP is in compliance with the requirements of the Catalog of Federal Domestic
Assistance (CFDA), under Program Number 12.217.

TAB A6 —FVAP’s Action Memo on the use of grant and cooperative agreement authority (dated
20 December 2010) was determined to be legally sufficient by Ms. Heather J. LoPresti, Associate
General Counsel on 22 December 2010.

TAB A8 — The Recipient’s Initial Application, Budget, Technical Proposal and supporting
documentation served as the basis for the Government’s discussion issues.

TAB A9 — The Recipient was provided the Government’s issues in advance of the discussion
“session.- Discussions were held via telephone conference call on 02 November 2011. FVAP
raised several issues with regard to the Recipient’s Technical Proposal. Terms and conditions of
the proposed Grant award were also discussed:

a. Effective Date of Award — 01 December 2011, pending acceptance of the terms and
conditions by the Recipient. Effective date changed to 06 January 2012, due to delays in
agreement of the Parties to the Data Point Collection Reporting Requirements.

b. Term of the Grart cannot exceed sixty (60) months. The Parties agreed that the end
date of the Grant will be 30 November 2016.

c¢. Payment will be on a reimbursement basis. The Recipient shall use Wide Area
Workflow (WAWF) for submission of payment requests; the Recipient must be registered in
WAWF within ten days of award.



d. Pre-award costs will be allowable from 13 July 2011 through the effective date of
award.

¢. Data Collection Point Reports {(Report Requirements will be incorporated at Section D
of the Grant award) will be used in lieu of Quarterly Performance Reports.

f. Financial Reports (SF 425) will be submitted on a quarterly basis.

g. The Grants Officer advised the Recipient that an electronic copy (or Intemet link to)
its most recent Comprebensive Financial Report and its Procurement Procedures. The Recipient
provided the URL link to these documents via e-mail, following conclusion of discussions.

h. The Defense Contract Management Agency will provide post-award administration of
the Grant. DCMA will provide for certification of all payment requests; surveillance will include
the Recipient’s Financial, Procurement and Property Administration systems. The DCMA
Administrative grants Officer will be instructed to provide for a post-award briefing to the
Recipient.

TAB A10 — On 22 December 2011, the Recipient agreed to the Data Point Collection Report
Requirements, and has submitted all required supplemental information and documentation. The
Recipient’s proposal is not subject to FVAP’s supplemental requirement for clarification of the
use of Federal Funds for electronic submission of ballots,

TAB All - On 07 October 2011, Mr, Robert Carey, Director FV AP, recommended seventeen
(17) Applicants for award under Phase Il of the award process. The Applicant’s SF424 and
SF424A and the Recipient’s Concept Plan will be incorporated as attachments in the award
document,

4. BUDGET/TECHNICAL ANALYSIS,

Initial Budget (SF 424 A) and Supporting Documentation. The amounts proposed for Object
Class Categories for the term of the Grant are as follows:

OBJECT CLASS CATEGORIES '+ - “ 'FEDERAL . | 'NON-FEDERAL [ . TOTAL. |
Fersonnel 5 134246 30 | 8 = g 134,246.30
Fringe Benefits 5 663053 | 5 = g 60.630.53
Travel £ - 5 = & N
Equipment % - 5 - 5 -
Supplies 5 - b3 - 5 -
Contractusl 3 13200000 ) 5 - 5 132,000.00
Construction 5 - b - b -
Other 5 5783500 | 5 - b 57.835.00
Total Direct Charges 5 JR4.TI1 83 | 8 - 5 384.711.83
Indirect Chatges . . 5 " 33,3].3
Pro&ram In¢ome




Revised Accepted Budget (SF 424A) and Supporting Documentation.

SECTION: -!’B\UDG'ET N

B e eh

Persounel % 134,246.30 34.040%
Fringe Benefits b £0,630.53 15.76%0
Travel pg - 0.00%
Equipment b - 0.00%
Supnlies by - 0.00%
Contragtual £ 132,000.00 28.17%
Cons truction b3 - 0.00%
Other ¥ 57,8354 15.03%
Total Direct Charges g 384,711.83
Indirect Charges . ) % 8381037

- TOTAL-YVEART:. i) s 468,522.20

The Recipient agreed to a total award value of $468,522.00.. The time and cost to the Federal
Govemment for processing an amended Purchase Request for $0.20 would not be in the best
interest of the Government.

The Grants Officer has determined that the Recipient has reliably demonstrated its ability to
relate financial data to the proposed effort. The Recipient has proposed a provisional indirect
cost rate. in accordance with its Indirect Cost Rate Proposal — negotiated with the U.S. Election
Assistance Commission. Based on the information provided, analysis and agreement of the
parties, it has been determined that the Recipient’s budget is reasonable and acceptable.

Pursuant to 32 CFR 33.26, the Recipient’s annual audit was conducted in accordance with the
generally accepted auditing standards, and the Office of Management and Budget (OMB)
Circular A-133 “Audits of States, Local Governments and Non-Profit Organizations”. The
findings noted no marters involving the internal control structure and its operations that would be
considered to be material weaknesses as defined under standards established by the American
Institute of Certified Public Accountants.

TAB B2 — The Grants Officer will designate Ms. Robin Burgess as the Program Officer under -
this Grant. :

TAB B3 - The Defense Contract Management Agency (DCMA) — Lathrop will be delegated as
the Administrative Grants Office (AGO) for post-award administration of this Grant.

5. DETERMINATION OF A REASONABLE/ACCEPTABLE BUDGET. The Grants
Officer has determined that the proposed Recipient has reliably demonstrated its ability to relate
financial data to the proposed effort. The Grants Officer has determined that the Recipient has
proposed an appropriate level of support for the provision and delivery of services as may be
required, Therefore, based on the information provided, analysis and agreement of the parties, it
has been determined that the Recipient’s budget is fair and reasonable.



" DATE: 29 December 2011

6. RECIPIENT QUALIFICATIONS. Pursuant to 32 CFR 22.1, the proposed Recipient
has demonstrated that it has:

(a) Adequate financial and technical resources, given those that would be made available
through the Agreement, to execute program activities envisioned under the Grant;

(b) No known, recent record of lack of responsibility or serious deficiency in executing -
such programs or activities;

(c) No known, recent record indicating a lack of integrity or business ethics; (d) Is
otherwise qualified and eligible to receive Contracts, Grants or Cooperative Agreements under
applicable laws and regulations; and

(e) The Recipient is registered in the Central Contractor Registrétion (CCR) database
with a validity period through 02 June 2012.

| (f) The Recipient’s DUNS, TIN and CAGE code afe incorporated in Section B of the
Grant to facilitate electronic funds transfer (EFT) through the Wide Area Workflow (WAWTF)
database. : : '

7. RATIONALE TO ENTER INTO PROPOSED GRANT.

Based on the information set forth herein, the Grants Officer has determined that the proposed
Grant reflects a relationship between the United States Government and the Recipient as
authorized under the statutory authority of 10 U.S.C. § 2358 - Research and Development
Projects.. ‘

The Official Grant File (OGF) contains all applicable documentation to support the Grant. It is
therefore recommended that H98210-12-1-0026 with the California Secretary of State in the
amount of $468.522.00 be approved in its final form.

ROBERT IWLAVELLE
Grants Officer
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i - STATE OF CALIFORNIA DUSINESS, TRANSPORTATION AND HOUSING AGENCY

MEMORANDUM
Tao: Williarn Davidson Date: January 28, 2009
Budget Officer

Admupistration Services Division
Budget and Fiscal Analysis Office
Department of Motor Vehicles
2415 First Avenue, MS E111
Sacramento, CA 95818

" From: Office of Treffic Safety .
2208 Kaunsen Drive, Suite 300
Elkx Grove, CA 95758

Subject:  2005/2010 Indisect Cost Rate Proposal (ICRP)

" We have reviewed your attached 2009/2010 Indirect Cost Rate Proposal (ICRP) and related State
Departmeat of Finemce approval Jetier.

The ¢ost elemments lncloded and method of 2ltocating these costs to Federal programs appear 1o
be consistent and reasonable. |

Accordingly, the maximum provisional rate of 20.88% is accemable for reimbursement.
Haowever, please be advised that this provisional rate remains subject w audit confirmatiorn or
adjustment by the Federal funding. autharities at their option.

If there are any questions, please contact Debbie Hrepich, Associate Accounting Analyst, at
(916} 509-3049 or e-mail 21 d ich@ols.ca.gov.

CHRISTOPHER J. MURPHY

Director

DH:ag
Attachments

cct OTS AAA
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Janlary [, 2008

8ill Davidzon

Deparmeant of Motor Vehicies

Cost Accourting/Forecasting Saction
2415 First Avenue F125
Sacramanio, CA 85818

Dear Mr. Davidson.

Indiract Cost Rate Proposal 2003-20110

YWe have reviewed your 2008-2010 Indirect Cost Rate Proposal (ICR™) The cosl sismants
included and method of allocating these cosis to your programs apoear o be consistent with
ASMB C-10, "Cost Principles and Procadumas for Developing Cost Allocalion Plars and Ingirect

Cost Rates for Agreamants with the Faderal Govarnmant”

Once a rate agreemen? between your depariment and your federal cognizant agency has been
negoiiaied, pleasa send us a copy of ihe signed agreement '

Findnce provides a varsty of information on topics such ak Pro Rata, SWCAP ang ICRPs
our website: Mtip:Mwewew dod.ca.gov/iisaiproswecap/prosweap. him

If you have any quastions, pleasa contact mo by phone 4153434, axtenasn 21339 o e-mall

fiproswoap@dof.cagoy.
o 3 ks
o \

Matsle Vilanueva
wtat Adminiztrativa Analyst
Fiscal Systems and Consulting Unit

=~ Kathryn Amann, Business Transportation and Housing, Department of Finance



Chris Maio
California Secretary of State
Information Tcchnology Division

4/1/2009 to Presem
Chief

Responsible for division level management of all staff and administrative processes including division
budgeting. formalation of information technology strategies. and management of tie most eriticsl and
complex information technology and application development projects for the depariment. Scrves as key
policy advisor for automation issucs and participates in the development of overall deparimental policies.
Provides executive level consultation 1o each div sion of the depariment to address their automanon needs
and provides technical haison scevices to other governmental agencies.

8/1/2007 10 3/3122009
Data Processing Manager 111

Responsible for section level plapning, organizing and directing of alt activities for the (TD Infrastruciure
seetion including the help desk, telecommunications, data guidance, Unix. Windows. security and
nerwork admvinigtration units. These unite directly support approximately 600 staff operating in 2
factlitics ag well as management of the S8 county WAN for voter registration and clections processiog.

5/812006 10 /312007
Senior Information Systems Analyst Superviser

Respousible for unit level planning, organizing and directing all activities for the 1'1D help desk,
teleccommunications and data guidance units. Chese units support approximately 600 sisft operating in 2
tacilities. Management of all staff administrative processes. unit budgeting, and hards are and soflware
refresh cyceles for the departiment. Provided advanced wechnical consultative services on the most
conplex system designs and projects.

Depantmem of Consumer Affairs
Office of Information Services

[/1/2002 o 5/7/2006
Senior Information Systeins Analyst Supervisor

Responsible for unit level planning. budgeting, dirceting and organizing all activities associated with a PC Support
unit composed of 10 staff ranging from Assistan( Information Systems Analyst to Systems Software Specialist (
lovels and a Lotus Notes Admiristeation unit composed of 3 staft ranging from Assaciate information Sysiems
Analyst to Stafi nformation Systems Analyst levels. The units supporicd approximately 2,500 users in 35 (acilitics
slatewide. Management of all staff administeative processes including recruitment, hiring, trgining, managing,
attendance, ravel, and taking action ta correct performance deficiencies.

I'rovided advanced technical consvliative serviees o other Q18 fechnical staff on dic most complex systems.
designg, projects and implementation sirategies including the relocation of 1he departinent’s headguerters and the
implementation of a voice over (P telephone system. Provided advanced technical assistance to the DCA
taformation Security Otficer. internal affairs investigators and anacneys including the forensic scizore and
examination of PCs, searches of e-mail and network file servers for sensitive and conlidential personncl matters,
repon \eriting and testhnony.



Chris Maio
California Secretary ol Stae
Information Technuology Division

L2009 w Present
Chief

Responsible (or division level management of all staff and administrative processes including divisron
budgeting, formulation of information lechnology strutegies, and management of the most critical and
complex information technology and application development projects for the department.  Serves s key
policy advisor for sutomation issues and participates in the development of pverall deparimental policies
Provides exscutive level consultation to cach division of the department to address their automation needs
and provides techmical liaison services to other governmental agencies.

12007 1o 33172009
Diata Processing Manager 111

Responsible for sectson level planning, organizing and directing of all actvities for the ITD Infrastruciune
section including the belp desk, telecommumications, data guidatice, Unix, Windows, secunty and
network sidministration units. These units directly suppon approximately 800 staf¥ operating in 2
facilities as will as management of the 58 county WAN for voter registration and elections processing.

SUR2006 10 7312007
Senior Information Systems Analyst Supervisor

Responsibile for unit level planming. onganizing and directing all activitics for the | D belp desk,
teleccommunications and data gudance units.  These units suppon approximately 600 saff operating in 2
facilithes. Management of all stf¥ administrative processes, umt budgeting. and hardware and sofiware
refresh eveles For the deparment. Provided advanced technical consullative servioes on the most
complex system designs and proyects

Department of Consumer Affairs
Diffice of information Services

1112002 w &7/2006
Senior lnformation Systems Analyst Supervisor

Responsibile for unit level planning. budgeing, direciing and organieing all activities associated with a PC Suppon
umit compased of 10 staff mngmng fom Assistant Information Systems Analyst to Systems Software Specialist |
bevels sl @ Lotus Nates Adminisration unit composed of 3 stall ranging frim Associate Information Systems
Analyat to Stafl Information Systems Analys: levels. The units supported approsimately 2,500 users in X5 faciliies
satewide  Manapement of all waff adminionative proceoe including recrultment, inrng, raining, mkhng ing
atnendance, ravel, and taking action 1o comoc) performonce deficioncis

Provided advanced techaical consy ative Services 1o ather OIS technical saff on the most complex sytema,
devign, projects and implementalion dritegies inclsding the relocation of the depanment”s headguaricr and the
imploimeniation of 8 voice aver (1 welephone system. Provided advanced technical assimance to the DCA
Infermution Securit Officer. imternal affairs investigators and altormeys including the forensie seizure and
ewamination of POy, searchey of e-mail and network file servers for sensitlve and confidential persomsel matters,
report wriling and kestimony



4/1/Y999 10 12/31/2001
Systems Software Specialist |

Served as the technical lead over the PC Support unit during the Y2K remediation of the department’s 2,500 PCs.
Lead teams of technicians and contract staff at f121d office and hieadquarters locations. compiled statistics in
accardance with DOIT mandates, and reported fo management on the progress of the projecl. Consulted cuslomers
on their purchases of PCs. peripherals, and sofiware by examining their needs and providing them with detailed
system specifications. lised network and protocol analy zers to troubleshoot and diagnose the most complex
nctwork problems  Provided techuical assistance in (he administration of the Lotus Nutes servers by assisting, with
version upgrades, daily adminisirative tasks and roubleshooting and diagnosis of the most catplex problems.

9/1/1997 10 3/31/1999
Associale tformation Systems Analysi

Responsible for network adminisiration, establishing network security procedures, building and
nuintaining complex (ape backup systems. boilding Netware file servers and Windows NT/Lotus Notes
nmail servers, confizuring SMTP galeways and other emait routers.

Dcpartment of Consumer Aftairs

Board of Pharmacy

97111993 to 9/31/1997

Management Services Technician, Stafl Scrvices Analyst, Associate Govemnimental Prograny Analyst

Responsible far network administration, PC support and application development. | developed over 20
complex multi-user applications (o automate licensing and cntarcement business processes. 1 received the
Sustained Superior Accomplishment Award and a letter ol conunendation from the FBI for database work
rclated 10 a fraud case.



SKILL AREAS:

EXPERIENCE:

EDUCATION:

Debbie O'Donoghiue

Stong lcadership and management (cam expericnce

Media relutions

Research angd devetlopmeni programs

Event pianning

Ability to work efectively vader siriet deadlines and stressful situations

Office of the Secrevary of State, Adminisiration Office - Sucramento, CA
CEA Il October 2005 ~ Present
*  Develop and direct voler outreach and education effors needed to ensure fuld compliance with
the mandates of the Federal Help America Vare Act of 2002.
*  Creaced voler cducation and oulrcach parinerships with public and private scclor organizalions
such as the California Grocers Assoaciation and California Association of (he Deaf.
»  Develop proactive communications proarams (o maximize awareness for California’s roke in
the ¢clections process.
«  Coordinate statewide Voting Accessibility Advisory Committee which advises the Sceretary
of Staic #boul issues relating 10 access o the electoral process for volers with disabilities.
s Researched and implenicnted statewide accessibility trainings tor county elections otficials.
»  Manage and oversee voting Office of Voting System Technology Assessment stafi.
°  Establish and maintain cooperative relationships with al) levels of zovernment.

Cwlifornla State Lotery — Sacroments, CA
Associate Governmentat Progrant Analyst May 2005 - Qclober 2005
= Ornanized ang directed (he Lotery™s interdeparimental events 1o advance swareness of
Lotlery promotions and employee recognition.
*  Worked wilh Lotiery Director to oversce and establish commillees in the devclopment,
planning and admimstration o specia) cvents. Administered independent consullant
contracts/service agrecments assacisted with the various events.

Depuriment of Corporafions, Lxecutive Office - Socromento, CA
Associate Governmental Program Analyst Sepember 2004 - May 2005
*  Assisted Commissioner in ideniifying, researching and resolving issucs of 4 sensilive nawre.
»  Acted as Laison and information contact person wirh the Governor's OfTice, the Legislature and
Rusiness, Transportation and Housing Agency: Publie Information Ofticer for Departraend,
*  Performed independent research on specind aAssignnents. ofien under srict Hime constrainis.

Office of the Secretary of Srade, Executive Office/Elections Divlslon  Sucrumento, CA
Associate Governmental Program Analyst April 1999 - Sepember 2004
*  Coordinmed and nnplemenied ongoing voter outreach and parucipation plans and/or projects.
s Coordinated press events for the Secrctary of Siate; responded o inquirics from print and
brozdcast nedia by researching campaign finance, elecuons reporis. angd coeporale recards.
*  Produced press releases, advisorics. and fact shects: disseminated mformation through major
media markets. Organized interview schedule for the Secretary of State.
= Planned election night media coverage for statewide primary and genera) elections.
= Manaped press office contracts and sevvices; proposed and implemented new office
proceduores.

Lorewest Bane, Regionid Office — Sacromento, CA
Regional Branch Coordinator November 1998 - April 1599
*  Preparcd daily, weekly and monthily sevenne repons for loans processed on the West Coast;
traveled 1o varions branch nffices to wrain Coordingtars on all aspects of loan processing,

Law Offices of Knox, Lenunon & Anapoleky - Sacromenio, Ci
Lepual Assistant  December 1997 - November 1998
*  Prepared all pleadings and carrespondence for senior pariacer and lead associale; coordinated
complex schedule for fiigation matters: and prepared and reviewed monthly client billings
and processed subsequent incoming fees.

Cosumies River College and Sacramento City College - Business and Government Courses
References available upon cequest,



Janice L. Lumsden

Employment History

Secretary of State
Deputy Secretary of State, Operations- CEA |V May 2005 to Present
Department budget: 464 positions and § 212.5 million

Oversee ali program operations within the Agency including Managemen! Services
(Budgets, Accaunting and Business Services), Information Technology, Elections, Polifical
Reform, Archives/Museum and Business Programs, Provide direction to division/unit
managers (7 CEAs), ceniralized Project Management Office and Executive Office support
staff.

Serve as primary liaison 1o all control agencies including the Deparment of Finance, the
Legislative Analyst’s Office and all budget subcommittees of the Legislature. Testify at all
budget, personnel and legal hearings. Represent the Department in meetings andfor
negotiations with county representatives, business clients, industry representatives,
consumer groups and other regulatory entifies.

Department of Corporations
Acting Chief Deputy Commissioner- CEA |l May 2004 to May 2005
Department budget: 266 positions and $ 26 million

Directed operations of the Department including licensing and reguiatory examination
functions for broker-dealers and investment advisors, mortgage lenders, escrow companies,
and finance ienders; legislative analysls; franchise filings and securities regisiration,
enforcement activities and legal support and all administrative and centralized support
functions including information technology, education and outreach and the call center

Served as primary ligison to Agency staff, all control agencies including the Department of
Finance, the Legislative Analyst's Office and all budget subcommittees of the Legislature.
Testified at all budget and personnel hearings. Represented the Department in meetings
and/or negotialions with business clients, industry representatives, consumer groups and
ather regulatory enbties.



o. Lumsden
Emplovment History
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Department of Corporations
Deputy Commissioner May 1599 {o May 2005
Offlce of Management & Budget- CEA

Responsible for various administrative functions Including budgets, accounting, human
resources and business services operations. Centralized activities also under my direction:
information technology and project management, clerical support and consumer services
call center, outreach and edueation programs. Since April 2003 responsible for directing
program activities for Broker-Dealer and Investment Advisor licensing and regulatory exam
units.

Served as primary liaisan to Agency staff, all cantrol agencies including the Department of
Finance, the Legisiative Analyst's Office and all budget subcommittees of ihe Legislature.
Testify at all budget and personnel hearings. Represented the Depariment in meetings with
business clients, industry representatives, consumer groups and other regulatory entities.

July 1999 to July 2000; Coordinated all administrative functions related o the transition of
Corporations' Health Plan Division into the newly crealed Depariment of Managed Health
Cara.

Franchise Tax Board
Budget Officer- Staff Services Manager 1I/1ll June 1985 to May 19090
Depariment budgel; Approx, 4900 perm employees and 5387 million

Managed professional and technical staff preparing the departmental budget including the
galley and supporting schedules, expenditures and revenue projections, and all budget
changes proposais,

Functioned as primary liaison lo all control agencies including the Depanment of Finance,
the Legislative Analyst's Office and all budget subcommitiees of the Legislature.

Franchise Tax Board
Assistant Budget Officer- Administrator | July 1994 to June 1995

Managed professional and technical staff preparing the departmental fund condition reports,
expendilures projections and all budget changes proposals.

Represented the Department in meetings with the Department of Finance, Legisiative
Analyst, and State and Consumer Senvices Agency
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Employment History
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Franchise Tax Board
Accounting Office- Staff Services Manager | November 1230 to July 1994

Supervisor of Disbursaments Unit Including Revolving Fund, all Payables staff and bank
reconciliation desk.

Franchise Tax Board
Accounting Office
Administrative Analyst (Accounting Systems) May 1590 to November 1990

Functioned as CALSTARS implementation project manager; trained departmental staff
during deployment of system and provided ongoing analysis and mainienance services for
CALSTARS aclivities,

Franchise Tax Board

Internal Audit Bureau November 1989 to May 1990
Associate Management Auditor

FParformed program evaluation audits of the tax payment 'pipeline’. Also performed a portion
of the intemal cantrol review required under State Administrative Manuat Section 20000 and
FISMA.

Depariment of Finance
Office of State Audits & Evaluations Cciober 1986 to Movember 19849
StaffiAssociate Management Auditor

Performed internal cantrel, financial and special audils at various state agencies including
the CA Depariment of Transportation, the Employment Development Department, the
Department of Mental Health, the Depariment of Developmental Services, Corrections,
Trade and Commerce/ Small Business Program and the Depariment of Insurance.

Education
California State University, Sacramento Sacramento, CA
Bachelor of Sclence, Business/Accountancy 1986

References: Available upon request



DORA MEJIA

 QUALIFICATIONS SUMMARY

o Demonstrated experience in management and supervision, including
knowledge of the organization and function of California state government

¢ Twenty plus years diversified experience in the accounting/finance field

¢ Organized with the ability to manage, prioritize and unplement multiple
projects within strict deadlines

= Ability to work effectively with executive mapagement in accomplishing
objectives

»  Excellent analytical and problem solving skills wjth capacity to grasp ncw
situations quuckly

» Abuity to see the big picture as well as the details

PROFESSIONAL EXPERIENCE

Secretary of State 2005-Preseut
Management Services Division

Career Executive Assignment (CEA] [

Division chief responsible for the overall direction and planning in the
preparation and implementation of the budget; financial accounting systems;
human resources, including administration of personne) policies/procedures
and labor relations; training and safety programs; business services and
general support operations; information security; and the Safe at Home
program. Consult with and make recommmendations on matters of fiscal and
administrative policies to the Secretary of State. Represent the SOS in its
relations with State agencies, Legislative staff, the Legislative Analyst, and
external agencies.

Department of Corporations 2002-2005
Broker-Dealer/Investment Adviser Licensing and Examination Section
Supervising Corporation Examuner and Administrator 11

Directed the examination and licensing activities of the Broker-
Dealer/Investment Adviser Section. Provided direction on the more complex
1ssues relating to examinations, including final review and approval of the
regulatory Jetters. Gave guidance and assistance to examination staff on
alleged violations of the California Corporate Securities Law of 1968 and the
Code of Regulations concerning securities dealers, invesiment advisers, and
their representatives. Reviewed new and amended laws/legislation to
determine impact to the program and ensure compliance with the Jaws by
incorporating new policies and procedures.




Franchise Tax Board 1999-2002
Office of Internal Audit

Administrator [I_[T&D classification — Associate Management Auditor}

Conducted internal audits for management to assess effectiveness of controls,
accuracy of financial records, and efficiency of operations. Analyzed data for
cvidence of deficiencies in controls, duplication of effort, fraud, or lack of compliance
with applicable laws and regulations. Prepared reports of findings and
rccommendations. Conducted special studies for management.

Franchise Tax Board 1994-1999
Office of Financial Management

Administrator 11 & Staff Services Manager [

Managed budget unit with direct responsibility for developing $300+ million dollar
budget. Directed and coordinated activities of professional staff involved in the
development, administration and defense of the budget. Represented the FTB in
budget negotiations with Agency, Department of Finance, Legislative Analtyst’s Office
and committec consultants. Prepared briefing material for senior management.
Provided budget training to branch offices and Management Development Program
students. Conducted complex and sensitive budget/ management studies and
projects. Oversaw stafl analysis and costing of legislative bills. Advised management
on fiscal matters such as effective use of resources and assumptions underlying
budget forecasts.

Department of Health Services 1990-1994
Budget Office

Associate Budget Analyst

Preparation, administration, and mainténance of program budget. Analyzed past and
present financial operations to prepare Budget Change Proposals, analyze legislative
proposals, track federal funds, and monitor grants and rcimbursements. Prceparcd
fiscal data reports in response to reguests from the Agency Secretary, Department of
Finance and the Legislative Analyst. Assisted in staff hires.

Department of Health Services 1988-1990
Accounting Section

Assistant Administrative Analyst, Accounting Systems

Directed and coordinated the daily operations of the Department’s automated
accounting system. Lead analyst over staff. Team member of the Department’s
Quality Council.

'EDUCATION AND PROFESSIONAL LICENSE

Bachelor of Science in Business Administration, Accountancy and Finance
California State University, Sacramento, Cum Laude

Certified Public Accountant



SHANMIM (MiMI) KHAN

PROTESSIONAL EXPERIENCE
California Department of Motor Vehicles

Deputy Divector, Licensing Operations Division (CEA V)
January 2007 to Presont

Responsible for lcading and managing the Division of Licensing Operations, which has a
$60 millior budgel and over a 1,000 employees located through ouf the state. The
division develaps policy and regulations consistent with the laws governing these high
profile programs of driver licensing and identification, the REAL 1IN Act (Pass [LD. Act),
occupational hicensing, and driver’s safety. Additionally, I setve on the Department’s
Strategic Planning team and Iixcoutive Govevnance Council for the Departiment.

California Department of Wotor Vehicles

Deputy Director, Adminisrative Services Division {CILA TV)
April 20006 to January 2007

Responsible for leading and managing the Division of Administrative Services, which
has a budget of $220 million and over 600 employees. I serve v the Director’s
execitive management tcamy and was responsible for providing Jeaedership and guidance
on policy developroent and implementation for fiscal and human resources, facilitics and
assel management, procurement, and matl and business servicas to the Department. In
addition, [ served as a member of the Federal REAL 11D Acl Advisory Couneil.

Acting Chief Deputy Director (CEA V=)
Novereber 2005 to April 2006

Tn partnership with the Acting Director of the Department of Motor Vehicles, | was
responsible (ot the day-to-day management and administration of DMV’s $848 million
budget and 9,000 employces housed in over 200 facililes throughout the state,
administering the drivey’s license, vehicle repistration, driver safety, and investigative
functions. A vast majority of my time dcalt with defining the implications of the REAL
1D Act and establishing a statewide strategy 1o deal with this critical 1ssue. I additionally
represented DMV at (e Business, Transportation and Houwsing Agency’s monthly Chief
Deputy IDirectors’ meetings.

Deputy Director, Division of Administrative Sezvices (CLA 1)
February 1997 Lo November 2005

See duties and yespopstbilites for Deputy Director ASD,



SHAMIM (MIMD) KHAN  Page 2

California Department of Yood and Agricalture

Director, Division of Administrative Services (CEA T)
Decenber, 1986 o February 1997

Responsible for leading and managing thc Division of Administrauive Services, which
had a budgel of $8 million and 150 employees. As the Division Direcior, 1 served on the
Secrefary of Agriculture’s executive Inanagement team and testified at budiget hearings. [
oversav/ the fiscal, human resources, business scrvices and capital outlay functions of the
Depariment, the S8 State Districl [air’s human resources programs and the County
Agricnlture and Sealer Licensing Program.

Chiefof Human Resowrecs (S(aff Services Manager M1)
May 1984 (o December 1986

Personnel Officer (Staff Secvices Manager 1)
September 1981 to May 1984

Departinent of Health Services

Assistant Personnel Qfficer (Siaff Services Mayiager T)
July 1979 to August 1981

EDUCATION:

M.P.A., Public Admnistration, Urnaversiiy of Southern California
B.A.. Govemment, California State {University at Sacramento

HONORS:

Award of Excellence-Calilornia Office of Traffic Safety-2009
DMV Dircctor's Special Recognition-2006

DMV Dirsctor's Kev Player Award-; 999

Managenal Bonus Awards in 1986 and 1989



Robert C. Crockett

PROFESSTONAL EXPERIENCE
Cualifornia Department of Motor Vehicles
CEA 2, Chief, Budget and Fiscal Analysis Branch March 2011 - Present

- Manage through subordinate managers the Budget and Analysis Office. Cost Accounting Section
and Forecasting Section.

- Develop and implement budget policy and procedures for the presentation and maintenance of the
department budget.

- Administer, manage, plan, orgamze, and dircct the department’s budget ot over $930 million.

- Oversee studies and projects conducied by subordinate staff involving varying degrees of issue
complexity that can have division or department-wide impact and can be of a highly sensitive
nature.

- Oversee staff recommendation on pending legislation and other proposals, and review stafl"s
wrillen and oral yeports.

Monitor the Motor Vehicle Account IFund and other revenue funds, which equates to
approximately $6.5 billian per year as well as DMV divisional expenditures and the department's
revenues on a quarterly basis,

Assistant Division Chief July 2007 — February 2011

- Section Manager oversceing the activitics of over 30 staff m the Registration Automation
Development (RAD) unit and the Business Partner Automation {BPA) unit. Onc of the main
responsibilitics of the RAD unit is the development, maintenance, and secunty of the vchicle
registration database. The BPA unit is responsible for maintaining and enhancing the Business
Partner program that allows ficst and second-line business partners to process vehicle registration
related Lransactions.

- Liawson with outside agencies and our internal Information Systerns Division (ISD)

- Coordinate with [SD the prioritization of automation requests

- Departmental and Divisional representative for a number of projects

- Data Resoucce Manager [or a majority of the vehicle related databases at the department

Staff Administrative Analyst September 2005 — Jupe 2007

- Manage the Financial Systems Scction and the PC Development and LAN Administration

- System Administrator for the Oracle based Administrative and Financial System (AFS)

- Oversee the administration, maintenance, and development ol the AFS including creation of
accounts and troubleshooting

- Liaison with [SD. Business Information Systems Group in support of the AFS

- Oversee the tracking and coordination of projects that impact the Financial Services Branch

- Oversee the preparation of priority memos or requests for service for many different systems
impacting the Accounting office
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Associate Administrative Analyst April 2002 — August 2005

-~ Accounting representative on major projects including Vehicle License Fee Rebate, Smog Impact
Fee Refund, Commeccial Vehicle Registration Act and IRP Audit Netting
Supervise the daily operations of the Special Funds unit

- Prepare year-end financial statements

~  Review year-end financial statements prepared by my statf

Accounting OfMcer Supervisor November 2000 -~ March 2002

- Accounting representative on major projects including Vehicle License Fee Rebate. Smog Impact
Fee Refund, Commercial Vehicle Registralion Act and IRP Audit Netting
Supervise the daily operations ot the Special ['unds unit

-~ Prepare year-end financial statements
Review year-end financial stateryents prepared by my staff

Accountant Trajnce October 1998 — October 2000

- Prepare year-end financial statements

- Reconcile the Local Agency Fund (0877) to our General Ledger System and to the State
Controller's Agenev Report

Reconcile the Federal Trust Fund (0890) to our General Ledger System and to the State
Controller's Agency Report

- Rcconcile the Special Deposit Fund (0942) to our General Ledger System and to the State
Controtler's Agency Report

- Involved in projects such as the Vehicle Registration on the Internet where | assisted with business
rule development and esting

Department of Food and Agriculture
Accounting Tochnician May 1998 — Septernber 1998
- Organize and distribute payrolt warrants
- Claim Schedule and reconcile the Unclaimed 1 rust Account
- Postall joumal entrics to the general ledger system
EDUCATION
- California State University. Sacramento ~ Major: Accounting ~ Bachelor Degree May 2000

PROFESSIONAL TRAINING

- Department of Motor Vehicles ~ Lcadership Academy ~ Junuary 2007
Department of Finance ~ Stale Fund Accounting ~ December 1999



OMB Approval No. 0348-0040
ASSURANCES - NON-CONSTRUCTION PROGRAMS

Public reporting burden for this collection of information is estimated to average 15 minutes per response, including time for reviewing
instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of
information. Send comments regarding the burden estimate or any other aspect of this collection of information, including suggestions for
reducing this burden, to the Office of Management and Budget, Paperwork Reduction Project (0348-0040), Washington, DC 20503.

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDGET.
‘SEND iT TO THE ADDRESS PROVIDED BY THE SPONSORING AGENCY.

NOTE: Certain of these assurances may not be applicable to your project or program. If you have guestions, please contact the
awarding agency. Further, certain Federal awarding agencies may require applicants to certify to additional assurances. if such
is the case, you will be notified.

As the duly authorized representative of the applicant, | certify that the applicant:

1. Has the legal authority to apply for Federal assistance

and the institutional, managerial and financial capability
dincluding funds sufficient to pay the non-Federal share
of project cost) to ensure proper planning, management
and completion of the project described in thijs
application.

Will give the awarding agency, the Comptroller General
of the United States and, if appropriate, the State,
through any authorized representative, access to and
the right to examine all records, books, papers, or
documents related to the award; and will establish a
proper accounting system in accordance with generally
accepted accounting standards or agency directives.

Will establish safeguards to prohibit employees from
using their positions for a purpose that constitutes or
presents the appearance of personal or organizaticnal
conflict of interest, or personal gain.

Will initiate and complete the work within the applicable
time frame after receipt of approval of the awarding
agency.

Will comply with the Intergovernmental Personnel Act of
1970 (42 U.S.C. §§4728-4763) relating to prescribed
standards for merit systems for programs funded under
one of the 19 statutes or regulations specified in
Appendix A of OPM's Standards for a Merit System of
Personnel Administration (6 C.F.R. 900, Subpart F).

Will comply with all Federal statutes relating to
nondiscrimination. These include but are not limited to:
{a) Title VI of the Civil Rights Act of 1964 (P.L. 88-352)
which prohibits discrimination on the bhasis of race, color
or national origin; (b) Title IX of the Education
Amendments of 1972, as amended (20 U.S.C. §§1681-
1683, and 1685-1686), which prohibits discrimination on
the basis of sex; (¢) Section 504 of the Rehabilitation

Previous Edition Usable
Authorized for Local Reproduction

Act of 1973, as amended (29 U.S.C. §794). which
prohibits discrimination on the basis of handicaps; (d)
the Age Discrimination Act of 1975, as amended (42
U.S.C. §§6101-6107), which prohibits discrimination
on the basis of age; (e) the Drug Abuse Office and
Treatment Act of 1972 (P.L. 92-255), as amended,
relating to nondiscrimination on the basis of drug
abuse; (f) the Comprehensive Alcohol Abuse and
Alcoholism Prevention, Treatment and Rehabilitation
Act of 1970 (P.L. 91-616), as amended, relating to
nondiscrimination on the basis of alcohol abuse or
alcoholism; (g) §§523 and 527 of the Public Health
Service Act of 1912 (42 U.S.C. §§290 dd-3 and 290 ee-
3), as amended, relating to confidentiality of alcohol
and drug abuse patient records; (h) Title VIII of the
Civil Rights Act of 1968 (42 U.S.C. §§3601 et seq.), as
amended, relating to nondiscrimination in the sale,
rental or financing of housing; (i) any other
nondiscrimination provisions in the specific statute(s)
under which application for Federal assistance is being
made; and, (j) the requirements of any other
nondiscrimination statute(s) which may apply to the
application.

Will comply, or has already complied, with the
requirements of Titles || and Il of the Uniform
Relocation Assistance and Real Property Acquisition
Policies Act of 1970 (P.L. 91-646) which provide for
fair and equitable treatment of persons displaced or
whose property is acquired as a result of Federal or
federally-assisted programs. These requirements apply
to all interests in real property acquired for project
purposes regardless of Federal participation in
purchases.

Will comply, as applicable, with provisions of the
Hatch Act (5 U.S.C. §§1501-1508 and 7324-7328)
which limit the political activities of employees whose
principal employment activities are funded in whole or
in part with Federal funds.

Standard Form 424B (Rev. 7-97)
Prescribed by OMB Circular A-102



Deputy Secretary of State, Operations

9. Will comply, as applicable, with the provisions of the Davis- 12, Will comply with the Wild and Scenic Rivers Act of
Bacon Act (40 U.S.C. §§276a to 276a-7), the Copeland Act 1968 (16 U.S.C. §§1271 el seq.) related to protecting
{40 U.S.C. §276c and 18 U.S.C. §874), and the Coniract components or potential components of the national
Work Hours and Safely Slandards Act (40 U.S.C. §8327- wild and scenic rivers system.

333), regarding labor standards for federally-assisted

construction subagreements. 13.  Will assist the awarding agency in assuring compliance

with Section 106 of the National Historic Preservation

10. Wil comply, if applicable, with flood insurance purchase Act of 1966, as amended (16 U.S.C. §470), EOQ 11593

requicements of Section 102{a} ol the Flood Disaster (identification and protection of historic properties), and

Protection Acl of 1973 (P.L. 93-234) which requires lhe Archaeological and Historic Preservation Act of

recipients in a special flood hazard area to participate in the 1974 (16 U.S.C. §5469a-1 el seq.).

program and to purchase flood insurance if the total cost of

insurable consiruction and acquisition is $10,000 or more. 14, Will comply with P.L. 93-348 regarding the protection of

human subjects involved in research, develepment, and

11. Wil comply with environmental standards which may be related activities supported by this award of assistance.

prescribed pursuant to the following: (a) institution of

environmental quality control measures under the National 15. Will comply with the Laboralory Animal Welfare Act of

Environmental Policy Act of 1969 (P.L. 91-190) and 1966 {P.L. 89-344, as amended, 7 U.S.C. §§2131 et

Executive QOrder (EQ) 11514; (b) notification of violaling seq.) pertaining to the care, handling, and treatment of

facilities pursuant to EQ 11738; (c) prolection of wetlands warm blooded animals held for research, teaching, or

pursuant to EQ 11980, (d) evaluatien of flood hazards in other activities supported by this award of assistance.

floodplains in accordance with EQ 11988; () assurance of

projecl consistency with the approved State management 16. Will comply with the Lead-Based Paint Poisoning

program developed under the Coastal Zone Management Prevention Act (42 L1.S.C. §§48071 et seq.) which

Act of 1972 (16 U.S.C. §§1451 et seq.); (f) conformily of prohibits the use of lead-based paint in construction or

Federal actions 1o Slale (Clean Air) Implementation Plans rehabilitation of residence structures.

under Section 176(c) of the Clean Air Act of 1955, as

amended (42 U.S.C. §57401 et seq.); (g) protection of 17. Wil cause to be performed the required financial and

underground sources of drinking water under the Safe compliance audils in accordance with the Single Audit

Drinking Waler Act of 1974, as amended (P.L. 93-523); Act Amendments of 1996 and GMB Circular No. A-133,

and, (h) protection of endangered species under the “Audits of States, Local Governments, and Non-Profit

Endangered Species Act of 1973, as amended {P.L. 93- Organizations.”

205).

) 18.  Will comply with all applicable requirements of all other
Federal laws, executive orders, regulations, and policies
governing this program.

|SIGNATURE OF AUTHORIZED CERTIFYING OFFICIAL TITLE

APPLICANT ORGANIZATION DATE SUBMITTED

t California Secretary of State July 6, 2011

Standard Form 424B {Rev. 7-87) Back



State of California:

Internal Control and State and Federal Compliance
Audit Report for the Fiscal Year Ended June 30, 2008

May 2009 Report 2008-002

CALIFORNIA

STATE AUDITOR




The first five copies of each California State Auditor report are free. Additional copies
are $3 each, payable by check or money order. You can obtain reports by contacting the
Bureau of State Audits at the following address:

California State Auditor
Bureau of State Audits
555 Capitol Mall, Suite 300
Sacramento, California 95814

016.445.0255 Or TTY 916.445.0033

OR
This report is also available on the World Wide Web http://www.bsa.ca.gov

The California State Auditor is pleased to announce the availability of an on-line subscription service. For
information on how to subscribe, please contact the Information Technology Unit at 916.445.0255, ext. 456,

or visit our Web site at www.bsa.ca.gov.

You can obtain a copy of the State’s Single Audit Report, which includes this report,
the State’s audited financial statements, and an overview of the State’s economy,

from the Web site of the Department of Finance:

http://www.dof.ca.gov
Alternate format reports available upon request.
Permission is granted to reproduce reports.

For questions regarding the contents of this report,

please contact Margarita Ferndndez, Chief of Public Affairs, at 916.445.0255.



E CALIFORNIA STATE AUDITOR

Doug Cordiner .

Chief Daputy Bureau of State Audits

555 Capitol Mall, Suite 300 Sacramento, CA 95814 916.445.0255 916.327.0019 fax www.bsa.ca.gov
May 27, 2009 2008-002

The Governor of California
President pro Tempore of the Senate
Speaker of the Assembly

State Capitol

Sacramento, California 95814

Dear Governor and Legislative Leaders:

As required by California Government Code, Section 8546 et seq., the Bureau of State Audits
presents its audit report concerning our review of the State of California’s internal controls and
compliance with state and federal laws and regulations for the year ended June 30, 2008.

This report concludes tha¢t the State did not materially comply with certain requirements for
20 of the 39 federal programs or clusters of programs we audited. Additionally, we were unable to
obtain sufficient documentation to determine whether the State complied with relevant federal
requirements for nine programs or clustersof programs. Further, the State continues to experience
certain deficiencies in its accounting and administrative practices that affect its internal controls
over financial veporting and over compliance with federal requirements. Although none of the
deficiencies we identified are material to the State’s financial statements, deficiencies in the
State’s internal control system could adversely affect its ability to provide accurate financial
information and to administer federal programs in compliance with applicable requirements.

Respecttully submitted,

Eloire, ). ool

ELAINE M. HOWLE, CPA
State Auditor
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E CALIFORNIA STATE AUDITOR

Doug Cordiner .
Chief Daputy Bureau of State Audits
555 Capitol Mall, Suite 300 Sacramento, CA 95814 916.445.0255 916.327.0019 fax www.bsa.ca.gov

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

The Governor and the Legislature of the State of California

We have audirted the financial statements of the governmental activities, the business-type
aclivities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the State of California as of and {or the year ended
June 30, 2008, which collectively comprise the State of California’s basic financial statements,
and have issued our report thereon dated February 25, 2009. Our report was modified to include
a reference to other auditors. We conducted our audit in accordance with 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
Unired States. As described in our report on the State of California’s financial statements, other
audirors audited the financial statements of the following:

Government-wide Financial Statements

« Certain enterprise funds that, in the aggregate, represent 86 percent, 53 percent, and
56 percent, respectively, of the assels, net assets and revenues of the business-type activities.

+ The University of California, State Compensation Insurance Fund, California Housing
Finance Agency, Public Employees’ Benefits, and certain other funds thar, in the aggregate,
represent over 99 percent of the assets, net assets and revenues of the discretely presented
component units.

Fund Financial Statements
- The following major enterprise funds: Electric Power fund, Water Resources fund, Public

Building Construction fund, and State Lottery fund.

« Certain nonmajor enterprise funds that represent 90 percent, 81 percent, and 88 percent,
respectively, of the assets, net assets and revenues of the nonmajor enterprise funds.

+ The funds of the Public Employees’ Retirement System and the State Teachers’ Retirement
System that, in the aggregate, represent 91 percent, 93 percent, and 12 percent, respectively, of
the assets, net assets and additions of the fiduciary funds and similar component units.

+ The discretely presented component units noted above.

This report does not include the results of the other auditors’ testing of internal control
over financial reporting or compliance and other matters that are reported on separately by
those auditors.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the State of California’s internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our upinion on the financial statements, but not for the purpose of expressing
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an opinion on the effectiveness of the State of California’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the State of California’s internal
control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described

in the preceding paragraph and would not necessarily identify all deficiencies in internal control over
financial reporting that might be significant deficiencies or material weaknesses. However, as discussed
below, we identified certain deficiencies in internal control over financial reporting that we consider to
be significant deficiencies.

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity’s financial statements that

is more than inconsequential will not be prevented or detected by the entity’s internal control. We
consider the deficiencies with item numbers 2008-15-1, 2008-15-2, 2008-15-3, 2008-15-4, 2008-15-5,
2008-15-6, and 2008-15-7 described in the accompanying schedule of findings and questioned costs to
be significant deficiencies in internal control over financial reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements will not

be prevented or detected by the entity’s internal control. Our consideration of the internal control
over financial reporting was for the limited purpose described in the first paragraph of this section
and would not necessarily identify all deficiencies in the internal control that might be significant
deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, we believe that none of the significant deficiencies
described above are a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the State of California’s financial statements
are free of 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 no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the governor and lLegislature of the
State of California, the management of the executive branch, and the federal awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other than these
specified parties.

BUREAU OF STATE AUDITS

Aty flicid

PHILIP ). JELICICH, CPA
Deputy State Auditor

February 25, 2009



S CALIFORNIA STATE AUDITOR

Doug Cordiner .
Chiet Depty Bureau of State Audits
555 Capitol Mall, Suite 300 Sacramento, CA 95814 516.445.0255 $16.327.0019 (ax www.bsa.ca.gov

Independent Auditor’s Report on Compliance With Requirements Applicable
to Each Major Program and on Internal Control Over Compliance in Accordance
With OMB Circular A-133

The Governor and the Legislature of the State of California

Compliance

We have audited the compliance of the State of California with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the

year ended June 30, 2008. The State of California’s major federal programs are identified in

the summary of the auditor’s results section of the accompanying schedule of findings and
questioned costs, Compliance with the requirements of laws, regulations, contracts, and

grants applicable to each of its major federal praograms is the responsibility of the State of
California’s management. Out responsibility is to express an opinian on the State of Califotnia’s
compliance based on our audit. We did not audit the State of California’s compliance with the
tequitements of the US, Environmental Protection Agency’s Capitalization Gtants for Clean
Water State Revolving Funds (CFDA Number 66.458). This program, which accounts for less
than 1 percent of the total of federal assistance received by the State of Califotnia, is included
in the accompanying schedule of federal assistance. Other auditots have audited the State of
California’s compliance with this program’s requirements and their repott thereon has been
furnished to us. Our opinion, insofar as it relates to this program, is based solely on the report of
the other auditors.

The State of California’s basic financial statements include the operations of the University

of California and the California State University sysiems, as well as the California Housing
Finance Agency, a component unit of the State. However, these entities are not included in the
accompanying schedule of findings and questioned costs or schedule of federal assistance for

the year ended June 30, 2008. The University of California and the California State Universiry
systems, and the California Housing Finance Agency, which reported expenditures of federal
awards totaling $3.3 billion, $1.5 billion, and $75.6 million, respectively, engaged other auditors to
perform an audit in accordance with OMB Cireular A-133, Audits of States, Local Governments,
and Non-Profit Organizations (OMB Circular A-133).

Except as discussed in the {ollowing paragraph on the next page, we conducted our audit of
compliance in accordance with anditing standards generally accepted in the United States

of Americy; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the Uniled States; and OMB Circular A-133.
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
referved 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 State of California’s
compliance with those requirements and pecforming such other procedures as we considered
necessary in the circumstances. We believe thal our audil and the reports of the other auditors
provide a reasonable basis for our opinion. Our audit does not provide a legal determination of
the State of California’s compliance with those requirements,
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W weere nable o obran sufficient documentation supporting the State of Californias compluance
with the requirements described in Table 1, nor were we able to satisfy ourselves as to the State of
Californias compllance with those requirements by other auditing procedures

Table 1
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As described in Table 2 and m the accompanying schedule of fndings and questioned rosts, the State of
California did not comply with requirements that are applicable to the following programs:

Table 2
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CATALOG
OF FEDERAL
DOMESTIC
FINDING ASSISTANCE
NUMBER FEDERAL DEPARTMENT PROGRAM NUMBER COMPLIANCE REQUIREMENT(S)
2008-13-25  Healih and Promoting Safe and Stable Familles 93.556 Subreciplent monitoring
Human Services
2008-13-28  Healih and Temporary Assistance for Needy Famllies, Foster 93.558 Subreciplent monitoring
Human Services Cara—Title IV-E, Adoption Assistance 93558
93.859
2008-13-29  Health and Adoption Assistance 93659 Subrecipient monitaring
Human Services
2008-13-31  Housing and Community Davelopment Block Grants/Stata’s 14228 Subrecipient monitaring
Urban Development  Program, HOME Investment Parinerships Program 14236
2008-14-5 Health and Meadicaid Cluster: State Medicaid Fraud Control 93775 Spedal tests and
Haman Services Unils, Hurricane Katrina Relief, State Survey and 93.776 provisions—provider
Certification of Health Care Providers and Suppliers, 93.777 eliglbllty
Medical Assistance Program 93.778
2008-14-8 Education Special Education—Grants for Infants and Families 84.181 Special tests and provisions
with Disabilities
2008-14-9 Healih and Child Support Enforcement 93.563 Special tests and provisions
Human Services
2008-14-10  Healih and Block Grants for Community Mental Health Services 93.958 Special tests and provisions
Human Services
2008-14-11  Health and Adoption Assistance 93.659 Special 1es1s and provisions

Human Services

Compliance with such requirements is necessary, in our opinion, for the State of California to comply
with the requirements applicable to those programs.

In our opinion, except for the effects of such noncompliance, if any, as might have been determined
had we been able to examine sufficient evidence regarding the State of California’s compliance with the
requirerments described in Table 1 and except for the remaining noncompliance described in Table 2,
the State of California complied, in all material respects, with the requirements referred to above that
are applicable to each of its major federal programs for the year ended June 30, 2008. However, the
results of our auditing procedures disclosed instances of noncompliance with those requirements,

which are required to be reported in accordance with OMB Circular A-133 and which are described in
the accompanying schedule of findings and questioned costs as items:

2008-1-3, 2008-1-5, 2008-1-8, 2008-2-1, 2008-2-2, 2008-2-6, 2008-2-7, 2008-2-8, 2008-2-9, 2008-2-11,
2008-3-4, 2008-3-6, 2008-3-8, 2008-3-11, 2008-3-12, 2008-5-5, 2008-5-6, 2008-5-7, 2008-7-9, 2008-8-2,
2008-8-5, 2008-8-7, 2008-8-10, 2008-9-1, 2008-12-2, 2008-12-5, 2008-12-7, 2008-12-8, 2008-12-9,
2008-12-10, 2008-12-11, 2008-12-12, 2008-12-13, 2008-12-14, 2008-12-16, 2008-12-18, 2008-13-1,
2008-13-2, 2008-13-3, 2008-13-4, 2008-13-5, 2008-13-6, 2008-13-7, 2008-13-8, 2008-13-10, 2008-13-11,
2008-13-14, 2008-13-15, 2008-13-16, 2008-13-18, 2008-13-19, 2008-13-26, 2008-13-27, 2008-13-32,
2008-14-1, 2008-14-2, and 2008-14-4.

Internal Control Over Compliance

The management of the State of California is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts, and grants
applicable to federal programs. In planning and performing our audit, we considered the State of
California’s internal control over compliance with requirements that could have a direct and material
effect on a major federal program in order to determine our auditing procedures for the purpose

of expressing our opinion on compliance, 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 State of California’s internal control over compliance.
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Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in the State of California’s
internal control that might be significant deficiencies or material weaknesses as defined below.
However, as discussed below, we identified certain deficiencies in internal control over compliance that
we consider to be significant deficiencies and others that we consider to be material weaknesses.

A control deficiency in an entity’s internal control over compliance 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 noncompliance with a type of compliance requirement of a
federal program on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to administer a federal program such that
there is more than a remote likelihood that noncompliance with a type of compliance requirement of
a federal program that is more than inconsequential will not be prevented or detected by the entity’s
internal control. We consider the deficiencies in internal control over compliance described in the
accompanying schedule of findings and questioned costs as items 2008-1-1, 2008-1-2, 2008-1-3,
2008-1-4, 2008-1-5, 2008-1-6, 2008-1-7, 2008-1-8, 2008-1-9, 2008-1-10, 2008-1-11, 2008-1-12,
2008-1-13, 2008-1-14, 2008-2-1, 2008-2-2, 2008-2-3, 2008-2-4, 2008-2-6, 2008-2-7, 2008-2-8, 2008-2-9,
2008-2-10, 2008-3-1, 2008-3-2, 2008-3-3, 2008-3-4, 2008-3-5, 2008-3-6, 2008-3-7, 2008-3-8, 2008-3-9,
2008-3-10, 2008-3-12, 2008-3-13, 2008-5-2, 2008-5-3, 2008-5-4, 2008-5-5, 2008-5-6, 2008-5-7,
2008-7-1, 2008-7-2, 2008-7-3, 2008-7-4, 2008-7-5, 2008-7-6, 2008-7-7, 2008-7-8, 2008-7-9, 2008-7-10,
2008-7-11, 2008-7-12, 2008-7-13, 2008-7-14, 2008-7-16, 2008-7-17, 2008-8-1, 2008-8-2, 2008-8-3,
2008-8-4, 2008-8-5, 2008-8-8, 2008-8-10, 2008-8-11, 2008-8-12, 2008-9-1, 2008-9-2, 2008-9-3,
2008-9-4, 2008-9-5, 2008-12-1, 2008-12-2, 2008-12-3, 2008-12-4, 2008-12-5, 2008-12-6, 2008-12-7,
2008-12-8, 2008-12-9, 2008-12-10, 2008-12-11, 2008-12-12, 2008-12-13, 2008-12-15, 2008-12-18,
2008-12-19, 2008-12-20, 2008-13-2, 2008-13-3, 2008-13-4, 2008-13-5, 2008-13-6, 2008-13-7, 2008-13-8,
2008-13-9, 2008-13-10, 2008-13-11, 2008-13-12, 2008-13-13, 2008-13-14, 2008-13-15, 2008-13-16,
2008-13-17, 2008-13-19, 2008-13-20, 2008-13-22, 2008-13-23, 2008-13-25, 2008-13-26, 2008-13-27,
2008-13-28, 2008-13-29, 2008-13-30, 2008-13-31, 2008-14-1, 2008-14-2, 2008-14-3, 2008-14-4,
2008-14-5, 2008-14-6, 2008-14-7, 2008-14-8, 2008-14-9, 2008-14-10, and 2008-14-11 to be significant
deficiencies.

A material weakness is a significant deficiency or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of
a federal program will not be prevented or detected by the entity’s internal control. Of the significant
deficiencies in internal control over compliance described in the accompanying schedule of findings
and questioned costs, we consider items 2008-1-4, 2008-1-5, 2008-1-6, 2008-1-7, 2008-1-9, 2008-1-10,
2008-1-11, 2008-1-12, 2008-1-13, 2008-1-14, 2008-2-3, 2008-2-4, 2008-2-9, 2008-2-10, 2008-3-2,
2008-3-3, 2008-3-9, 2008-3-10, 2008-3-13, 2008-5-3, 2008-5-4, 2008-5-6, 2008-7-1, 2008-7-2, 2008-7-3,
2008-7-4, 2008-7-10, 2008-7-11, 2008-7-13, 2008-7-14, 2008-7-16, 2008-8-1, 2008-8-3, 2008-8-4,
2008-8-8, 2008-8-11, 2008-8-12, 2008-9-1, 2008-9-2, 2008-9-3, 2008-9-4, 2008-12-1, 2008-12-2,
2008-12-3, 2008-12-15, 2008-13-12, 2008-13-13, 2008-13-16, 2008-13-17, 2008-13-20, 2008-13-22,
2008-13-23, 2008-13-25, 2008-13-27, 2008-13-28, 2008-13-29, 2008-14-1, 2008-14-5, 2008-14-7,
2008-14-8, 2008-14-9, 2008-14-10, and 2008-14-11 to be material weaknesses.

The State of California’s response to the findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. We did not audit the State of California’s
response and, accordingly, we express no opinion on it.

Schedule of Federal Assistance

We have audited 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 State of California, as of and for the year ended June 30, 2008, and have issued
our report thereon dated February 25, 2009. We did not audit the following significant amounts in the
financial statements of:

11
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Government-wide Financial Statements

» Certain enterprise funds that, in the aggregate, represent 86 percent, 53 percent, and 56 percent,
respectively, of the assets, net assets and revenues of the business-type activities.

+ The University of California, State Compensation Insurance Fund, California Housing Finance
Agency, Public Employees’ Benefits, and certain other funds that, in the aggregate, represent over
99 percent of the assets, net assets and revenues of the discretely presented component units.

Fund Financial Statements

+ The following major enterprise funds: Electric Power fund, Water Resources fund, Public Building
Construction fund, and State Lottery fund.

+ Certain nonmajor enterprise funds that represent 90 percent, 81 percent, and 88 percent,
respectively, of the assets, net assets and revenues of the nonmajor enterprise funds.

+ ’The funds of the Public Employees’ Retirement System and the State Teachers” Retirement System
that, in the aggregate, represent 91 percent, 93 percent, and 12 percent, respectively, of the assets, net
assets and additions of the fiduciary funds and similar component units.

+ 'The discretely presented component units noted above.

Those financial statements were audited by other auditors whose reports have been furnished to us, and
our opinions, insofar as they relate to the amounts included for those funds and entities, is based on the
reports of the other auditors. We conducted our audit in accordance with 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.

Our audit was performed for the purpose of forming our opinions on the financial statements that
collectively comprise the State of California’s basic financial statements. The accompanying schedule of
federal assistance is presented for purposes of additional analysis as required by OMB Circular A-133
and is not a required part of the basic financial statements. OMB Circular A-133 requires the schedule
of federal assistance to present total expenditures for each federal assistance program. However,
although the State’s automated accounting system separately identifies receipts for each federal
assistance program, it does not separately identify expenditures for each program. As a result, the State
presents the schedule of federal assistance on a cash receipts basis. In addition, the schedule of federal
assistance does not include expenditures of federal awards received by the University of California and
the California State University systems, or the California Housing Finance Agency. These expenditures
are audited by other independent auditors in accordance with OMB Circular A-133. The information
in the accompanying schedule has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to

the basic financial statements taken as a whole.

This report is intended solely for the information and use of the governor and Legislature of the
State of California, the management of the executive branch, and the federal awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other than these
specified parties.

BUREAU OF STATE AUDITS

PHILIP ). JELICICH, CPA
Deputy State Auditor

February 25, 2009
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STATE OF CALIFORNIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS FORTHE
FISCALYEAR ENDED JUNE 30, 2008
Summary of Auditor’s Results
Financial Statements
Type of auditor’s report issued Unqualified

Internal control over financial reporting:
Material weakness(es) identified? No

Significant deficiency(ies) identified that are not considered to be

material weaknesses? Yes
Noncompliance material to financial statements noted? No
Federal Awards

Internal control over major programs:
Material weaknesses identified? Yes

Significant deficiency(ies) identified that are not considered to be
material weaknesses? Yes

Type of auditor’s reports issued on compliance for major programs:

Special Supplemental Nutrition Program for Women, Infants, and

Children (10.557) Qualified
National Guard Military Operations and Maintenance (O&M)

Projects (12.401) Qualified
Community Development Block Grants/State’s Program (14.228) Qualified
HOME Investments Partnerships Program (14.239) Qualified
Adult Education—Basic Grants to States (84.002) Qualified
Title I Grants to Local Educational Agencies (84.010) Qualified
Safe and Drug-Free Schools and Communities—State Grants (84.186) Qualified
Twenty-First Century Community Learning Centers (84.287) Qualified
English Language Acquisition Grants (84.365) Qualified
Improving Teacher Quality State Grants (84.367) Qualified
Temporary Assistance for Needy Families (93.558) Qualified

continued on next page.. ..
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Child Support Enforcement (93.563) Qualified

Child Care Development Fund Cluster: Child Care and Development
Block Grant, Child Care Mandatory and Matching Funds of the Child Care

and Development Fund (93.575 and 93.596) Qualified
Foster Care—Title IV-E (93.658) Qualified
Adoption Assistance (93.659) Qualified

Medicaid Cluster: State Medicaid Fraud Control units, Hurricane Katrina
Relief, State Survey and Certification of Health Care Providers and Suppliers,
Medical Assistance Program (93.775, 93.776, 93.777, and 93.778) Quualified

HIV Care Formula Grants (93.917) Qualified

Disaster Grants—Public Assistance (Presidentially Declared Disasters) (97.036)  Qualified

Homeland Security Grant Program (97.067) Qualified
Block Grants for Prevention and Treatment of Substance Abuse (93.959) Qualified
All other major programs Unqualified

Any audit findings disclosed that are required to be reported in accordance
with Section .510(a) of OMB Circular A-133? Yes

Dollar threshold used to distinguish between Type A and Type B programs $79.6 million

Auditee qualified as low-risk auditee? No
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Identification of Major Programs:

CFDA Number

10.557
10.558

12.401
14.228
14.239
16.606
64.114
66.458
84.002
84.010
84.011
84.032
84.048
84.181
84.186
84.287
84.357
84.365
84.367
93.283

93.558
93.563
93.568
93.658
93.659
93.767
93.889
93.917
93.959
97.036
97.046

Name of Federal Program or Cluster of Programs

Aging Cluster

Child Care Development Fund Cluster
Child Nutrition Cluster

Employment Services Cluster
Homeland Security Cluster

Medicaid Cluster

Special Education Cluster

WIA Cluster

Special Supplemental Nutrition Program for Women, Infants, and Children
Child and Adult Care Food Program

National Guard Military Operations and Maintenance (O&M) Projects
Community Development Block Grants/State’s Program

HOME Investments Partnerships Program

State Criminal Alien Assistance Program

Veterans Housing—Guaranteed and Insured Loans

Capitalization Grants for Clean Water State Revolving Funds

Adult Education—Basic Grants to States

Title | Grants to Local Educational Agencies

Migrant Education—State Grant Program

Federal Family Education Loans—Guaranty Agencies

Career and Technical Education—Basic Grants to States

Special Education—Grants for Infants and Families with Disabilities
Safe and Drug-Free Schools and Communities—State Grants
Twenty-First Century Community Learning Centers

Reading First State Grants

English Language Acquisition Grants

Improving Teacher Quality State Grants

Centers for Disease Control and Prevention—Investigations and
Technical Assistance

Temporary Assistance for Needy Families

Child Support Enforcement

Low-Income Home Energy Assistance

Foster Care—Title IV-E

Adoption Assistance

State Children’s Insurance Program

National Bioterrorism Hospital Preparedness Program

HIV Care Formula Grants

Block Grants for Prevention and Treatment of Substance Abuse
Disaster Grants—Public Assistance (Presidentially Declared Disasters)
Fire Management Assistance Grant

17
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CALIFORNIA EMERGENCY MANAGEMENT AGENCY

Reference Number: 2008-15-1

Condition

In preparing its adjustments for fiscal year 2007-08, the California Emergency Management Agency
(Emergency Management), formerly the Office of Emergency Services, overstated its liabilities and
expenditures by $352 million for the Federal Trust Fund. On a budgetary/legal basis, local assistance
contracts or grants are recorded as encumbrances when the grant commitment or contract is executed.
However, in accordance with the accounting principles generally accepted in the United States of
America, these commitments are not reported as encumbrances because the future expenditures
related to them are either reimbursed or funded from other sources, or the State will not own the
resulting asset. The overstatement errors were caused by Emergency Management’s recording
commitments as liabilities.

When departments make errors in their generally accepted accounting principles (GAAP) adjustments,
the State Controller’s Office (SCO) will not have accurate data when preparing the State’s GAADP-based
financial statements that it includes in the Comprehensive Annual Financial Report.

Criteria

Under California Government Code, sections 12460 and 12461, the SCO is required to issue a report
prepared strictly in accordance with GAAP. To assist it in this responsibility, the SCO annually requests
departments to provide adjustments to conform their financial statements to GAAPD. Further, the SCO
provides instructions to help departments prepare their GAAP adjustments.

Recommendation

Emergency Management should make improvements to its financial reporting process to ensure
that it prepares and submits accurate GAAP adjustments to the SCO. In particular, Emergency
Management should properly distinguish between commitments and encumbrances in preparing its
GAAP adjustments.

Department’s View and Corrective Action Plan

Emergency Management concurs with our finding and submitted the GAAP adjustments for the
Federal Trust Fund upon learning of the error. In addition, Emergency Management indicated it would
submit required adjustments related to commitments in the future.

DEPARTMENT OF PARKS AND RECREATION

Reference Number: 2008-15-2

Condition

For the fiscal year ended June 30, 2004, we reported that the Department of Parks and Recreation
(Parks and Recreation) continued to have inadequate procedures to account for and report its real
property. Specifically, its acquisition unit had not reported $3.4 million in ancillary costs for the

real property acquired between July 2001 and June 2002, and it did not report ancillary costs to

the Department of General Services (General Services) in a format that allows input into the Statewide
Property Inventory system. In addition, Parks and Recreation did not reconcile the amounts reported
in the Statewide Property Inventory with its records. In December 2004, in an attempt to reconcile the
two sources, Parks and Recreation acknowledged an unexplained difference of $167 million between its
and General Service’s Statewide Property Inventory account balances for land. In its corrective action
plan, Parks and Recreation had stated that it would work with General Services to develop a process

21



22

California State Auditor Report 2008-002
May 2009

to include ancillary costs in the Statewide Property Inventory and that it had initiated a process to
reconcile the amounts reported in the Statewide Property Inventory with its Statement of Changes in
General Fixed Assets.

In November 2007 we followed up with Parks and Recreation to determine whether it reports ancillary
costs to General Services for inclusion in the Statewide Property Inventory. Parks and Recreation
informed us that it had reported all ancillary costs of real property to General Services in a format

that allows input into the Statewide Property Inventory, and as a result, its records agree with that

of General Services. In November 2008 Parks and Recreation informed us that it had not fully
implemented our prior year’s recommendation to reconcile the amounts reported in the Statewide
Property Inventory with its Statement of Changes in General Fixed Assets and that the difference
between the two sources was $33.2 million. Because Parks and Recreation has not fully implemented
our recommendation to reconcile the amounts reported, we did not review its progress in reporting
ancillary costs.

Unless Parks and Recreation reports complete and accurate ancillary cost information to General
Services and periodically reconciles its Statement of Changes in General Fixed Assets with the
Statewide Property Inventory, the State’s financial statements may be misstated, and the Statewide
Property Inventory may be incomplete and inaccurate.

Criteria

The State Administrative Manual, Section 8611, requires that all costs related to purchasing land be
included in the capitalized amount. This includes ancillary costs such as legal and title fees, title search
costs, and costs of grading, surveying, draining, or other related items.

The California Government Code, Section 11011.15, requires departments to furnish General Services
with a record of each parcel of real property that it possesses and to update its real property holdings
by July 1 each year. It also requires General Services to maintain a complete and accurate inventory of
all real property held by the State. General Services includes Parks and Recreation’s information in the
Statewide Property Inventory.

The State Administrative Manual, Section 7924, requires agencies to annually reconcile the amounts
reported in the Statewide Property Inventory with the Statement of Changes in General Fixed Assets.

The State Administrative Manual, sections 7463, 7977, and 8660, requires agencies to report to the
State Controller’s Office (SCO) in a Statement of Changes in General Fixed Assets all additions and
deductions to real property funded by governmental funds. The SCO includes this information in the
State’s financial statements.

Recommendation

Parks and Recreation should reconcile the amounts reported in the Statewide Property Inventory with
its Statement of Changes in General Fixed Assets.

Department’s View and Corrective Action Plan

Parks and Recreation concurs with our findings but indicates that additional time is necessary for full
implementation of the recommendation.
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DEPARTMENT OF MENTAL HEALTH

Reference Number: 2008-15-3

Condition

In preparing its adjustments for fiscal year 2007-08, the Department of Mental Health (Mental Health)
overstated its encumbrance reserve amount by $581 million for the Mental Health Services Fund. On

a budgetary/legal basis, local assistance contracts or grants are recorded as encumbrances when the
contract or grant is executed. However, in accordance with the accounting principles generally accepted
in the United States of America, these commitments are not reported as encumbrances because the
future expenditures related to them are either reimbursed or funded from other sources, or the State
will not own the resulting asset. The overstatement error was caused by Mental Health not submitting
a generally accepted accounting principles (GAAP) adjustment to reduce the encumbrance reserve
and reclassify its local assistance obligation as a commitment. When departments make errors in their
GAAP adjustments, the State Controller’s Office (SCQO) will not have accurate data when preparing

the State’s GAAP-based financial statements that it includes in the Comprehensive Annual Financial
Report.

Criteria

Under California Government Code, sections 12460 and 12461, the SCO is required to issue a report
prepared strictly in accordance with GAAP. To assist it in this responsibility, the SCO annually requests
departments to provide adjustments to conform their financial statements to GAAP. Further, the SCO
provides instructions to help departments prepare their GAAP adjustments.

Recommendation

Mental Health should make improvements to its financial reporting process to ensure that it prepares
and submits accurate GAAP adjustments to the SCO. In particular, Mental Health should properly
distinguish between commitments and encumbrances in preparing its GAAP adjustments.

Department’s View and Corrective Action Plan

Mental Health concurs with our finding and indicates that it will incorporate this GAAP adjustment
to reclassify encumbrance balances related to commitments as a part of its annual financial
reporting process.

DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT

Reference Number: 2008-15-4

Condition

In preparing its adjustments for fiscal year 2007-08, the Department of Housing and Community
Development (Housing) overstated its encumbrance reserve amount by $50 million for the Building
Equity and Growth in Neighborhoods Fund and $400 million for the Regional Planning, Housing, and
Infill Incentive Account, Housing and Emergency Shelter Trust Fund of 2006. On a budgetary/legal
basis, local assistance contracts or grants are recorded as encumbrances when the contract or

grant is executed. However, in accordance with the accounting principles generally accepted in the
United States of America, these commitments are not reported as encumbrances because the future
expenditures related to them are either reimbursed or funded from other sources, or the State will not
own the resulting asset. The overstatement errors were caused by Housing not submitting its generally
accepted accounting principles (GAAP) adjustments to reduce the encumbrance reserves and reclassify
its local assistance obligations as commitments.
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When departments make errors in their GAAP adjustments, the State Controller’s Office (SCO) will
not have accurate data when preparing the State’s GAAP-based financial statements that it includes in
the Comprehensive Annual Financial Report.

Criteria

Under California Government Code, sections 12460 and 12461, the SCO is required to issue a report
prepared strictly in accordance with GAAP. To assist it in this responsibility, the SCO annually requests
departments to provide adjustments to conform their financial statements to GAAP. Further, the SCO
provides instructions to help departments prepare their GAAP adjustments.

Recommendation

Housing should make improvements to its {inancial reporting process to ensure that it prepares and
submits accurate GAAP adjustments to the SCO. In particular, Housing should properly distinguish
between commitments and encumbrances in preparing its GAAP adjustments.

Department’s View and Corrective Action Plan

Housing plans to further research our recommendation to ensure it abides by the California
Government Code and if appropriate, apply adjusting entries consistently in subsequent fiscal years.
If appropriate, Housing will incorporate its analysis and the recommendations of the Bureau of State
Audits into its annual financial reporting process.

CALIFORNIA DEPARTMENT OF TRANSPORTATION

Referenice Number: 2008-15-5

Condition

In preparing its financial reports for fiscal year 2007—08, the Department of Transportation (Caltrans)
overstated its reserve for encumbrances and commitments by a total of $192 million by understating
various liability accounts and related expenditures. Funds affected by this misstatement are the State
Highway Account, Bicycle Transportation Account, Public Transportation Account, Traffic Congestion
Relief Fund, Transportation Investment Fund, and the Transportation Deferred Investment Fund. In
accordance with the accounting principles generally accepted in the United States of America, a reserve
for encumbrance derives from an executed agreement with unperformed services or undelivered goods.
A commitment arises out of an agreement to provide funding to a local government for expenditure.
For any goods or services received by year-end that remain unpaid, or funding for a local government
that is due, Caltrans must prepare an accrual to report these costs as a liability and reflect the related
expenditure. This error occurred because Caltrans excluded liabilities totaling $192 million when
preparing its accruals, and instead recorded these liabilities as encumbrances and commitments.

Criteria

Under California Government Code, sections 12460 and 12461, the State Controller’s Office (SCO)

is required to issue a report prepared strictly in accordance with generally accepted accounting
principles (GAAP). To assist it in this responsibility, the SCO annually requests departments to provide
adjustments to conform their financial statements to GAAPD. Further, the SCO provides instructions to
help departments prepare their GAAP adjustments.

Recommendation

Caltrans should make improvements to its financial reporting process to ensure it accurately reports
reserve for encumbrances, commitments, and various liability accounts and related expenditures.
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Department’s View and Corrective Action Plan

Caltrans concurred that it overstated reserve for encumbrances and commitments by a total of

$192 million by understating various liability accounts and related expenditures. Caltrans stated its
accruals reflected the cost of goods or services received by year-end for which an invoice had been
given prior to a cut-off date necessary to meet the State’s financial reporting deadlines. The $192 million
in liabilities and related expenditures reflected the cost of goods or services received for which Caltrans
had not been given an invoice before the cut-off date. In the future, Caltrans agreed to accrue an
estimate for such obligations based on historical data. However, Caltrans stated that due to significant
fluctuations in funding levels, it could not provide assurance that the estimate prepared at the time of
reporting deadlines would reasonably approximate the actual data available several months later.

CALIFORNIA DEPARTMENT OF TRANSPORTATION

Reference Number: 2008-15-6

Condition

In preparing its adjustments for fiscal year 2007—08, the Department of Transportation (Caltrans)
overstated its reserve for encumbrances by $617 million for the Public Transportation Account. On

a budgetary/legal basis, local assistance contracts or grants are recorded as encumbrances when the
underlying agreement is executed. However, in accordance with the accounting principles generally
accepted in the United States of America, these commitments are not reported as encumbrances
because the future expenditures are either reimbursed or funded from other sources, or the State

will not own the resulting asset. The error occurred because Caltrans did not submit a generally
accepted accounting principles (GAAP) adjustment to the State Controller’s Office (SCO) reclassifying
$617 million in encumbrance reserves to commitments.

When departments do not prepare necessary GAAP adjustments, the SCO does not have the data it
needs to accurately prepare the State’s GAAP-basis financial statements included in the Comprehensive
Annual Financial Report.

Criteria

Under California Government Code, sections 12460 and 12461, the SCO is required to issue a report
prepared strictly in accordance with GAAP. To assist it in this responsibility, the SCO annually requests
departments to provide adjustments to conform their financial statements to GAAP. Further, the SCO
provides instructions to help departments prepare their GAAP adjustments.

Recommendation

Caltrans should make improvements to its financial reporting process to ensure that it prepares and
submits accurate GAAP adjustments to the SCQO. In particular, Caltrans should properly distinguish
between commitments and encumbrances in preparing its GAAP adjustments.

Department’s View and Corrective Action Plan

Caltrans concurred with our finding and submitted a GAAP entry to the SCO to reclassify $617 million
from reserve for encumbrances to commitments.
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FRANCHISE TAX BOARD

Reference Number: 2008-15-7

Condition

The Franchise Tax Board (FTB) overstated its fiscal year 2007—08 revenue accruals for corporation
taxes by a combined $808 million. Chapter 751, Statutes of 2008, required a change in the calculation
of tax revenue accruals, and Chapter 1 of the First Extraordinary Session, Statutes of 2008, directed

the Department of Finance (Finance) to provide guidance to the FTB on the implementation of this
change. Finance subsequently provided the FTB with instructions for executing this change on a
budgetary/legal basis, but directed it to only partially implement the changes in fiscal year 2007—-08 and
to fully implement these changes in fiscal year 2008—09. The FTB subsequently estimated this change
would amount to a $305 million increase to its corporation tax revenue accruals for fiscal year 2007-08.
Under accounting principles generally accepted in the United States of America an estimate can be a
valid basis for calculating an accrual, but there must be a reasonable basis for the estimate. However,
neither Finance nor the FTB was able to provide adequate support for the methodology the FTB

used to estimate these additional revenues, nor could they provide a valid reason for only partially
implementing this change in fiscal year 2007-08. Although the $305 million increase to the FTB'’s
corporation tax revenue accruals was appropriate on a budgetary/legal basis, the FTB should have
submitted a generally accepted accounting principles (GAAP) adjustment to the State Controller’s
Office (SCO) to reverse this accrual.

In addition, Chapter 1 of the First Extraordinary Session, Statutes of 2008, established a new penalty to
be assessed against any corporation that has an understatement of tax of $1 million or more in any open
tax year from January 1, 2003. However, this same law allows corporations to file amended tax returns
by May 31, 2009, to pay any additional self-assessed taxes and avoid the penalty. The FTB estimated
that corporations will self-assess and remit an additional $1.4 billion by this deadline and increased its
corporation tax revenue accruals by the same amount for fiscal year 2007-08. However, the FTB also
estimated that corporations would submit refund claims against the $1.4 billion they submitted. Thus,
because the FTB expects to net only $900 million from the $1.4 billion it estimates it will receive from
this new tax penalty in fiscal year 2007-08, it should have submitted a GAAP adjustment to the SCO to
reduce its revenue accruals by $503 million to account for future refunds.

When departments do not prepare necessary GAAP adjustments, the SCO does not have accurate data
when preparing the State’s GAAP-based financial statements included in the Comprehensive Annual
Financial Report. Subsequent to our review, the FTB submitted GAAP adjustments to the SCO to
reduce its corporation tax revenue accruals by a net of $808 million, which were then properly reflected
in the State’s Comprehensive Annual Financial Report.

Criteria

Under California Government Code, sections 12460 and 12461, the SCO is required to issue a report
prepared strictly in accordance with GAAP. To assist it in this responsibility, the SCO annually requests
departments to provide adjustments to conform their financial statements to GAAP. Further, the SCO
provides instructions to help departments prepare their GAAP adjustments.

Recommendations

The FTB needs to ensure that its revenue accruals are adequately supported and develop a reasonable
basis for estimating the taxes it will generate in fiscal year 2008—09 and subsequent fiscal years

under the changes in law made by Chapter 751, Statutes of 2008. In addition, the FTB should make
improvements to its financial reporting process to ensure that it prepares and submits appropriate
GAAP adjustments to the SCO.

Department’s View and Corrective Action Plan

The FTB concurred with our finding and submitted GAAP adjustments to the SCO to reduce its
corporation tax revenue accruals by a net of $808 million.
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U.S. OFFICE OF MANAGEMENT AND BUDGET

Reference Number: 2008-12-17

Federal Program: All Programs

Category of Finding: Reporting

State Administering Department: Department of Finance (Finance)

Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart C—Auditees, Section .310—Financial Statements

(b)  Schedule of expenditures of Federal awards. The auditee shall also prepare a schedule of
expenditures of Federal awards for the period covered by the auditee’s financial statements. At a
minimum, the schedule shall:

(3)  Provide total Federal awards expended for each individual Federal program and the CFDA
number or other identifying number when the CFDA information is not available.

OMB CIRCULAR A-133, Subpart D—Auditors, Section .520—Major Program Determination

(a)  General. The auditor shall use a risk-based approach to determine which Federal programs are
major programs. The risk-based approach shall include consideration of: current and prior audit
experience, oversight by Federal agencies and pass-through entities, and the inherent risk of the
Federal program. The process in paragraphs (b) through (i) of this section shall be followed.

(b)  Stepl.

(1)  The auditor shall identify the larger Federal programs, which shall be labeled Type
A programs. Type A programs are defined as Federal programs with Federal awards
expended during the audit period exceeding the larger of:

(i) $300,000 or three percent (.03) of total Federal awards expended in the case of an
auditee for which total Federal awards expended equal or exceed $300,000 but are
less than or equal to $100 million.

(i)  $3 million or three-tenths of one percent (.003) of total Federal awards expended in
the case of an auditee for which total Federal awards expended exceed $100 million
but are less than or equal to $10 billion.

(ili)  $30 million or 15 hundredths of one-percent (.0015) of total Federal awards
expended in the case of an auditee for which total Federal awards expended exceed
$10 billion.

Condition

State law requires Finance to maintain a complete accounting system to ensure that all revenues,
expenditures, receipts, disbursements, resources, obligations, and property of the State are accounted
for properly and accurately. Because of limitations in its automated accounting systems, the State has
not complied with the provision of OMB Circular A-133 requiring auditees to prepare a schedule of
expenditures of federal awards that includes the total federal awards expended for each individual
federal program. As a result, the schedule (beginning on page 339) shows total cash receipts rather than
expenditures by program. Further, without the expenditure information, we are unable to comply with
the provision of OMB Circular A-133 for determining which federal programs are major programs.
Instead, we use the cash receipts information to make our determination for Type A programs. We also
review expenditure information for those federal programs that have cash receipts within 10 percent of
the Type A program threshold to ensure that they are classified correctly as Type A programs.
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Recommendation

As priorities and resources permit, Finance should modify the State’s accounting system to allow it to
prepare a schedule of expenditures of federal awards that includes the total federal awards expended for
each individual federal program.

Department’s View and Corrective Action Plan

Finance noted that the State’s accounting systemn will require substantial modification to comply with
federal and state requirements. Finance received approval for a new integrated statewide financial
management system, the Financial Information System for California (FI$Cal). In light of the current
economic climate in California, and FI$SCal's heavy reliance on bond funding, the project has slowed
its forward progress on the Request for Proposal. Once full funding is obtained, forward progress
will quickly continue. It is anticipated that the new system will have the capability to provide total
expenditures for each federal program as required by OMB Circular A-133.

U.S. DEPARTMENT OF THE TREASURY

Reference Number: 2008-3-14

Federal Program Title: All Programs Subject to the Treasury—
State Agreement

Category of Finding: Cash Management

State Administering Department: Department of Finance (Finance)

Criteria

TITLE 31—MONEY AND FINANCE, SUBTITLE V—GENERAL ASSISTANCE
ADMINISTRATION, CHAPTER 65—INTERGOVERNMENTAL COOPERATION, Section 6503—
Intergovernmental Financing

(b)(1) The Secretary shall enter into an agreement with each State to which transfers of funds are
made, which establishes procedures and requirements for implementing this section.

(2) An agreement under this subsection shall—

(A)  specify procedures chosen by the State for carrying out transfers of funds under
the agreement;

(B)  describe the process by which the Federal Government shall review and approve the
implementation of the procedures specified under subparagraph (A);

(C)  establish the methods to be used for calculating and documenting payments of interest
pursuant to this section; and

(D)  specify those types of costs directly incurred by the State for interest calculations required
under this section, and require the Secretary to consider those costs in computing
payments under this section.

TITLE 31—MONEY AND FINANCE: TREASURY, CHAPTER I1—FISCAL SERVICE,
DEPARTMENT OF THE TREASURY, PART 205—RULES AND PROCEDURES FOR EFFICIENT
FEDERAL-STATE FUNDS TRANSFERS, Subpart A—Rules Applicable to Federal Assistance
Programs Included in a Treasury-State Agreement, Section 205.29—What Are the State Oversight and
Compliance Responsibilities?

(b) A State must maintain records supporting interest calculations, clearance patterns, interest
calculation costs, and other functions directly pertinent to the implementation and
administration of this subpart A for audit purposes. A State must retain the records for each
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fiscal year for three years from the date the State submits its Annual Report, or until any pending
dispute or action involving the records and documents is completed, whichever is later. We, the
Comptroller General, and the Inspector General or other representative of a Federal Program
Agency must have the right of access to, and may require submission of, all records for the
purpose of verifying interest calculations, clearance patterns, interest calculation cost claims, and
the State’s accounting for Federal funds.

STATE ADMINISTRATIVE MANUAL, Section 8013—Principal Responsibilities

(1)  The principal responsibilities of DOF:

a. Establish the annual CMIA threshold amount. Identify the State agencies and federal
assistance programs that will be impacted by CMIA.

b. Notify CMIA participating departments of their roles and responsibilities.

C. Negotiate with the U.S. Department of the Treasury, Financial Management Service
(FMS) on new agreements and amendments to the existing Agreement.

d. With the assistance of the SCO, develop patterns by programs for the average number of
days from warrant issuance to redemption.

e. Calculate the state and federal interest liabilities by programs and direct costs for DOF’s
interest calculation costs.

f. Prepare annual interest reports and interest calculation cost claims for submittal to FMS.

g. Budget funds from the General Fund and special funds for the payment of the state

interest liability to the federal government.

Condition

Finance entered into the Treasury-State Agreement (TSA) with the U.S. Department of the Treasury
for fiscal year 2007-08 on August 17, 2007. Our review of Finance’s implementation of the TSA found
that it does not have adequate written policies and procedures to ensure that its staff are accurately
calculating the state and federal interest liabilities by program. Annually, Finance conducts a training
session with the departments responsible for administering programs subject to the TSA to instruct
them on how to prepare the quarterly work sheets it uses to calculate the state and federal interest
liability. The departments prepare work sheets quarterly that include information on federal drawdowns
and the related payments for the programs they administer that are subject to the TSA. Currently, one
staff person is responsible for reviewing and compiling the work sheets.

Our review of the interest calculations for the fiscal year 2007-08 annual report found that Finance
incorrectly calculated the federal interest liability, interest liability related to disbursement without
warrants and Medi-Cal refund interest liability. Specifically, the TSA prescribes that when calculating
the federal interest liability, Finance should calculate the number of days between when the State pays
out its own funds for program purposes and when it receives federal reimbursement. However, Finance
is incorrectly using the methodology outlined in the TSA for the state interest liability, which adds

the number of days between when the State receives federal funds and when it issues warrants to the
clearance pattern for the program.

Furthermore, according to the TSA, to calculate the federal interest liability for disbursement without
warrants, Finance should calculate the number of days between when the State receives the federal
funds and the date of the journal entry transferring the funds between state departments. Instead,
Finance again calculated the federal interest liability using the methodology outlined in the TSA

for calculating the state interest liability. Finally, the TSA requires Finance to calculate the interest
liability on Medi-Cal refunds by using the predisbursement period and the clearance pattern period.
The predisbursement period is identified as the midpoint date for the deposit of refunds to the
issuance of warrants. The TSA then requires Finance to calculate the total weighted average days

for the two periods and apply it to the total refunds to arrive at the state interest liability. However,
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Finance incorrectly calculated the midpoint date to be between the deposit date and the remittance
date, which is the date the departments request the funds prior to the issuance of the warrants. As a
result of Finance’s miscalculation of the midpoint date, its calculation of the Medi-Cal refund interest
liability is incorrect. Without adequate written policies and procedures, those responsible for reviewing
the compilation of the work sheets and the annual report cannot ensure that the methodology used
complies with the TSA.

Additionally, Finance does not review the methodology used by the State Controller’s Office (SCO) to
develop clearance patterns to ensure that it is consistent with the TSA. In fact, despite certifying in the
fiscal year 2007—-08 TSA that an authorized state official has certified the clearance patterns at least
every five years, Finance was unable to provide us with documentation demonstrating its review of

the clearance patterns. However, Finance’s review of the methodology used by the SCO is particularly
important because we noted an inconsistency between the SCO’s written process that it gave to Finance
and the TSA requirements related to the calculation of the dollar-weighted average day of clearance.
Finance was unable to explain the inconsistency. Because Finance is responsible for the development of
the clearance patterns, it has the responsibility to ensure that the SCO’s methodology is consistent with
that of the TSA.

Questioned Costs

Unknown

Recommendations

Finance should prepare written policies and procedures instructing staff on how to calculate the state
and federal interest liabilities by program. Additionally, Finance should recalculate the federal interest
liability, liability for disbursements without warrants, and Medi-Cal refund interest liability and revise
its fiscal year 2007—08 annual report. Finally, Finance should review the methodology used by the SCO
to develop the clearance patterns by program and retain evidence of its review for audit purposes.

Department’s View and Corrective Action Plan
1. Inadequate Written Policies and Procedures

Finance concurs with this finding. Finance stated that it does have an extensive procedures
manual. However, it agrees that the procedures manual would be enhanced by including more
narrative describing how to calculate the state and federal interest liabilities. The additional
narrative will be prepared and incorporated into the procedures manual. Finance anticipates this
will be accomplished by June 2009.

2. Federal Interest Liability

Finance agrees that the calculation of the federal interest liability does not appear to be correct
based on the language currently contained in the TSA. Finance stated that it is reevaluating

its procedures for calculating the federal interest liability. Finance also stated that it plans to
discuss this issue with the federal Financial Management Service (FMS) to reach an agreement
on the correct method for calculating federal interest liabilities and to implement any necessary
changes to either the procedures or the language in the TSA. Finance anticipates this will be
accomplished by June 2009.

3. Disbursements Without Warrants

Finance agrees that the calculation of the interest liability for disbursements without warrants
does not appear to be correct based on the language currently contained in the TSA. Finance
plans to discuss this issue with the federal FMS to reach an agreement on the correct method
for calculating the interest liability for disbursements without warrants and to implement any
necessary changes to either the procedures or the language in the TSA. Finance anticipates this
will be accomplished by June 2009.
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4. Medi-Cal Refund Interest Liability

Finance agrees that the calculation of the interest liability on Medi-Cal refunds does not appear
to be correct based on the language currently contained in the TSA. Finance believes the
language in the TSA needs to be clarified. Therefore, Finance will draft revised language and will
work with the federal FMS to incorporate the revision in the next TSA. Finance anticipates this
will be accomplished by June 2009.

5. Clearance Patterns

Finance agrees that the methodology used by the SCO to develop clearance patterns has not
been adequately reviewed and verified. Finance stated that, in January 2008, it verified the
SCO’s methodology. However, it did not adequately verify that the computer programming

is consistent with the proper methodology. Therefore, Finance will take the following actions:
(1) develop a certification form that incorporates a description of the methodology contained
in the written documentation, which will be provided to the SCO with a request to certify that
this methodology was used for developing the clearance patterns; (2) establish an agreement
with the SCO that when requested by Finance, the SCO will provide the certification, the
clearance pattern reports, and a copy of the computer programming that produces the reports;
and (3) establish a process for Finance’s Information Services staff to review the computer
programming and verify that the programming is consistent with the methodology contained in
the TSA. Finance anticipates these actions will be accomplished by May 2009.

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Reference Number: 2008-2-12

Federal Program Title: All Programs

Category of Finding: Allowable Costs

State Administering Department: Department of Finance (Finance)

Criteria

TITLE 2—GRANTS AND AGREEMENTS, PART 225—COST PRINCIPLES FOR STATE, LOCAL,
AND INDIAN TRIBAL GOVERNMENTS (OMB CIRCULAR A-87)

Appendix C to Part 225—State/Local-Wide Central Service Cost Allocation Plans

E. Documentation requirements for submitted plans

1. General. All proposed plans must be accompanied by the following: an organization
chart sufficiently detailed to show operations including the central service activities
of the State/local government whether or not they are shown as benefiting from
central service functions; a copy of the Comprehensive Annual Financial Report (or
a copy of the Executive Budget if budgeted costs are being proposed) to support the
allowable costs of each central service activity included in the plan; and a certification
that the plan was prepared in accordance with this and other appendices to this part,
contains only allowable costs, and was prepared in a manner that treated similar costs
consistently among the various Federal awards and between Federal and non-Federal
awards/activities.

3. Billed services
(b)  Internal service funds.

(1)  For each internal service fund or similar activity with an operating budget of
$5 million or more, the plan shall include: a brief description of each service;
a balance sheet for each fund based on individual accounts contained in the
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governmental unit’s accounting system; a revenue/expenses statement, with
revenues broken out by source, e.g., regular billings, interest earned, etc.;

a listing of all non-operating transfers (as defined by Generally Accepted
Accounting Principles (GAAP)) into and out of the fund; a description of
the procedures (methodology) used to charge the costs of each service to
users, including how billing rates are determined; a schedule of current
rates; and, a schedule comparing total revenues (including imputed
revenues) generated by the service to the allowable costs of the service, as
determined under this Circular, with an explanation of how variances will

be handled.
G. Other Policies

5. Records retention. All central service cost allocation plans and related documentation
used as a basis for claiming costs under Federal awards must be retained for audit in
accordance with the records retention requirements contained in the Common Rule.

TITLE 45—PUBLIC WELFARE, PART 92— UNIFORM ADMINISTRATIVE REQUIREMENTS
FOR GRANTS AND COOPERATIVE AGREEMENTS TO STATE, LOCAL, AND TRIBAL
GOVERNMENTS, Subpart C—Post-Award Requirements, Section 92.42—Retention and Access
Requirements for Records

(b)  Length of retention period. (1) Except as otherwise provided, records must be retained for
three years from the starting date specified in paragraph (c).

(c)  Starting date of retention period:

(4)  Indirect cost rate proposals, cost allocation plans. This paragraph applies to the following
types of documents, and their support records: indirect cost rate computations or
proposals, cost allocation plans, and any similar accounting computations of the rate at
which a particular group of costs is chargeable (such as computer usage chargeback rates
or composite fringe benefit rates).

(i) If submitted for negotiation. If the proposal, plan, or other computation is required
to be submitted to the Federal Government (or to the grantee) to form the basis for
negotiation purposes, then the 3-year retention period for its supporting records
starts from the date of such submission.

(i)  If not submitted for negotiation. If the proposal, plan, or other computation is
not required to be submitted to the Federal Government (or to the grantee) for
negotiation purposes, then the 3-year retention period for the proposal plan, or
computation and its supporting records starts from the end of the fiscal (or other
accounting period) covered by the proposal, plan, or other computation.

Condition

Each year, Finance prepares and submits California’s statewide cost allocation plan to the

U.S. Department of Health and Human Services for approval. A statewide cost allocation plan is used
to recover a portion of the State’s costs for administering federal programs. Finance requires central
service agencies, those state agencies providing general administrative services to all state departments,
to report expenditure and workload information that it then uses to develop the statewide cost
allocation plan. Specifically, Finance requires the central service agencies to report actual expenditures
from a prior year, estimated expenditures for the current plan year, and workload data.

Finance uses an Access database to perform complex calculations and generate reports to prepare
the statewide cost allocation plan. We found that it was sometimes difficult to obtain explanations
from a Finance staff member regarding differences in the amounts for the various Access-generated
reports, which also required extra work on the part of Finance staff. The assistant chief of Finance’s
fiscal systems and consulting unit agreed that the Access database programming is not adequately
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documented. He also stated that although Finance is able to generate reports using Access, the
programming is difficult to understand. Further, he stated that because Access does not have

the capability to track changes and identify those queries or macros that were run or not run, it is
difficult to identify and explain errors. In addition, he stated that Finance is working with an analyst
with expertise in Excel and Access to analyze the Access database and create an Excel spreadsheet that
will replace the database. The analyst will also document the steps taken to create the Excel spreadsheet,
which will be more easily supportable and will enable Finance to more easily identify and correct errors.
Until Finance replaces its Access database with the Excel spreadsheet, it will continue to experience
difficulty in identifying and correcting differences that may exist in the Access-generated reports.

Finally, we found that Finance did not submit the required information with its proposed cost allocation
plan. Specifically, federal regulations require Finance to submit an organization chart sufficiently
detailed to show operations of the central service activities. However, Finance did not submit this
organization chart. Also, one department responsible for an internal service fund function did not
include a balance sheet in its annual report as required. Instead, the department included a Statement
of Change in Fund Balance. Federal regulations require that the annual report include a balance sheet
based on individual accounts contained in the governmental unit’s accounting system. Both Finance
and the department responsible for the internal service fund were unaware of the error until we
informed them that the incorrect document was submitted. Thus, Finance is not ensuring that it and
the departments responsible for internal service funds are complying with the federal regulations

and providing the U.S. Health and Human Services with complete information to render its approval of
the statewide cost allocation plan.

Questioned Costs

Unknown

Recommendations

Finance should continue its efforts to work with an analyst to analyze the Access database and create
an Excel spreadsheet that will replace the database so that it can more easily identify, explain, and
correct errors. Finance should also ensure that it submits all documentation required for the statewide
cost allocation plan, including the annual reports for internal service funds.

Department’s View and Corrective Action Plan
1. Difficulty ldentifying, Explaining, and Correcting Errors

Finance concurs with this finding. In November 2008, Finance staff began the development of an
Excel spreadsheet to replace the Access database that performs the SWCAP allocations. Current
plans are to begin testing and running the new spreadsheet parallel to the existing database for
the 2010—11 cost allocation. Finance will create adequate documentation as an integral part of
developing the new spreadsheet.

2. Submission of Required Information with Proposed Cost Allocation Plan

Finance concurs with this finding. Finance stated that its staff will ensure that all required
documentation for the statewide cost allocation plan is submitted. Finance also stated that

one additional staff person will be redirected to assist with the coordination of the large volume
of information required to be submitted to the federal government.
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U.S. OFFICE OF MANAGEMENT AND BUDGET

Reference Number: 2008-13-24

Federal Program: All programs subject to OMB Circular A-133
Category of Finding: Subrecipient Monitoring

State Administering Department: State Controller’s Office (SCO)

Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(4)  Ensure that subrecipients expending $300,000 ($500,000 for fiscal years ending after
December 31, 2003) or more in Federal awards during the subrecipient’s fiscal year have
met the audit requirements of this part for that fiscal year.

(5)  Issue a management decision on audit findings within six months after receipt of the
subrecipient’s audit report and ensure that the subrecipient takes appropriate and timely
corrective action.

STATE ADMINISTRATIVE MANUAL, Section 20070—Federal Pass-Through Funds

The OMB Circular A-133, Subpart D describes the responsibilities of federal agencies and pass-through
entities. Specifically, Section .400(d) prescribes the responsibilities of a pass-through entity for the
federal awards it makes.

To ensure that the State of California carries out its responsibilities in accordance with this federal act,
the following procedures shall apply:

2. 'The SCO will coordinate single audit compliance with local governments.

a. Each state entity will monitor the federal funds it disburses to local governments to ensure
compliance with federal laws and regulations. State entities will receive local government
audit reports performed in accordance with the Single Audit Act of 1984, P.L. 98-502, and
the Single Audit Act Amendments of 1996, P.L. 104-156 from the SCO when the audit
report includes a schedule of findings and questioned costs with respect to federal funds
that were passed through state entities. In addition, the SCO will distribute the single
audit reports to state entities when the prior fiscal year’s single audit report included audit
findings related to federal funds. The state entity will review these reports and evaluate
the corrective action plans submitted in response to findings of noncompliance.

b. All contracts or agreements issued by state entities concerning disbursement of federal
funds to local government will include the requirement for an audit in accordance with
PL. 104-156 and amendments.

C. The SCO will inform units of local government to submit copies of audit reports and
corrective action plans, when warranted, prepared in accordance with PL. 104-156 and
amendments directly to the SCO.

d. The SCO will distribute copies of each audit report and corrective action plan to state
entities affected by audit findings.
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e. State entities will follow up on audit findings pertaining to federal programs, which they
administer, and the SCO will follow up on general findings such as those relating to
internal control.

f. The SCO will review and monitor the audit reports issued by external independent
auditors. The SCO will determine whether or not the audit reports conform to
Government Auditing Standards.

Condition

During our audit we found that some state departments are not issuing management decisions on audit
findings within six months after the State receives the local governments’ audit reports. Consequently,
the State cannot ensure that local governments are taking timely and appropriate corrective action to
address the audit findings.

The State has established a process that requires local governments such as counties to submit their
audit reports to the SCO. If the local governments’ audit report includes a schedule of findings

and questioned costs with respect to federal funds, the SCO must forward copies of the report and
corrective action plan to state entities affected by the audit findings. Specifically, upon receipt of the
local governments’ audit reports, the SCO screens the reports to determine if more than $500,000

in federal funds was spent and if the report contains all of the required elements. The next step in

the SCO’s process is to review the reports and perform procedures to determine if it should return the
report due to missing information, reject the report due to noncompliance with the applicable reporting
standards and requirements, or accept (certify) the report. Once the SCO certifies the report, it sends a
copy of the acceptance letter and audit report(s) to the appropriate state agencies. Although this is the
process established by the SCO, the State does not require it to certify the reports before forwarding
them to the appropriate agencies.

During fiscal year 2007-08, we reviewed the status of local government audit reports issued for fiscal
year ended June 30, 2007. OMB Circular A-133 requires each auditee to submit an audit report and a
data collection form to the OMB’s clearing house within the earlier of 30 days after their receipt of the
auditor’s report or nine months after the end of the audit period, unless they have received an extension
from their federal cognizant or oversight agency. We found that, for 26 of the 58 counties, the SCO took
between 1.2 months and 9.2 months to certify the reports before sending them to the appropriate state
agencies. Additionally, as of December 2008, the SCO had not certified the audit reports for 29 counties
because the reports were either rejected or pending rejection. These reports have been held by the SCO
and not forwarded to the appropriate state agencies for roughly 7.6 months. The SCO stated that, in
response to the President’s Council on Integrity and Efficiency’s report titled Report on National Single
Audit Sampling Project issued in June 2007, it revised its review process, which resulted in it rejecting a
higher number of OMB Circular A-133 audit reports.

The SCO also stated that its process has been in place since 1984. Further, the SCO stated that it
believes the local governments’ OMB Circular A-133 audit reports are not valid until it completes
its certification process. Finally, the SCO stated that forwarding the OMB Circular A-133 audit
reports to the appropriate state agencies before certifying them would create a duplication of

its efforts. Nevertheless, the SCO’s decision to certify the audit reports before forwarding them
to the state agencies prevents the State from meeting the six-month requirement for issuing
management decisions.

Questioned Costs

Not applicable.

37



38

California State Auditor Report 2008-002
May 2009

Recommendations

The SCO should improve its process for forwarding the local governments’ audit reports to
the appropriate state agencies so that the State can meet the six-month requirement for issuing
management decisions.

The SCO should also work closely with the state agencies by informing them of how much time they
have to issue the management decisions once they receive the audit. For example, if the SCO takes
two months to forward the report, the state agencies have only four months to issue their decisions.

Finally, the SCO should work closely with the Department of Finance to evaluate the process outlined
in the State Administrative Manual for complying with OMB Circular A-133 Section .400. If the State
believes that the SCO must certify the local governments” OMB Circular A-133 audit reports before
forwarding them to the appropriate state agencies, the SCO should obtain a waiver from the six-month
requirement for issuing the management decisions from the State of California’s federal cognizant
agency, the U.S. Department of Health and Human Services.

Department’s View and Corrective Action Plan

The SCO provided the following response:

Since the inception of the Single Audit Program in 1984, the federal government has designated the
SCO as the “cognizant agency” for single audits of California local governments receiving federal funds
that “pass-through” various state departments. Under OMB Circular A-133, the cognizant agency’s
responsibilities include but are not limited to:

Providing technical audit advice and liaison to auditees and auditors.

Advising the auditor and, where appropriate, the auditee of any deficiencies found in the audits

when the deficiencies require corrective action by the auditor. When advised of deficiencies, the
auditee should work with the auditor to take corrective action. If corrective action is not taken,

the cognizant agency for the audit should notify the auditor, the auditee, and the applicable federal
awarding agency(ies) and pass-through entities of the facts and make recommendations for follow-up
action. Significant deficiencies or on-going performance issues by auditors will be referred to
appropriate state licensing agencies and professional bodies for disciplinary action.

Coordinating a management decision for audit findings that affect the federal programs of more than
one federal agency.

The cognizant agency role is a federal function delegated to the SCO by the federal Department of
Health and Human Services. The SCO’s decision to assume this role was in part motivated by the desire
to simplify and streamline the duties and responsibilities of numerous state pass-through agencies

with respect to meeting federal audit requirements. After extensive discussions between the SCO, the
California Department of Finance, and the former Auditor General’s Office during meetings of the

AB 861 Committee, which is no longer active, a decision was made to establish a single audit oversight
function within the SCO to review and certify all audit reports before forwarding such reports to the
state pass-through agencies for appropriate action.

The SCO has always operated under the premise that the federal six-month requirement

for pass-through agencies to issue a management decision on audit finding starts when the state
pass-through agency receives the certified audit report from the SCO. The Audit Finding Resolution
letter that the SCO sent to the pass-through agencies includes a statement that the agencies have

six months to resolve audit findings. Thus, the state pass-through agencies know that the audits
performed are acceptable to the federal government before having to take corrective measures. Over
the past 25 years, the SCO single audit oversight function and processes have been repeatedly reviewed
by various federal departments as well as the Bureau of State Audits (BSA) and there never have been
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any questions or concerns raised with respect to this issue. Therefore, the SCO continues to believe
that the six-month requirement starts when the pass-through agencies receive the certified audit report
from the SCO.

In light of the questions raised by this BSA audit, the SCO is seeking a clarification from officials of the
OMB. The SCO will share the OMB’s response with the BSA.

Thank you for the opportunity to respond to this finding.
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U.S. DEPARTMENT OF DEFENSE
Reference Number: 2008-1-9
Federal Catalog Number: 12.401
Federal Program Title: National Guard Military Operations and
Maintenance (O & M) Projects
Federal Award Numbers and Years: W912LA-08-02; 2008
W912LA-07-02; 2007
Category of Finding: Activities Allowed/Allowable Costs
State Administering Department: Military Department (Military)

Criteria

TITLE 2—GRANTS AND AGREEMENTS, PART 225—COST PRINCIPLES FOR STATE, LOCAL,
AND INDIAN TRIBAL GOVERNMENTS (OMB CIRCULAR A-87)

Appendix B to Part 225—Selected Items of Cost

(h)  Support of salaries and wages. These standards regarding time distribution are in addition to the
standards for payroll documentation.

3)

Where employees are expected to work solely on a single Federal award or cost objective,
charges for their salaries and wages will be supported by periodic certifications that the
employees worked solely on that program for the period covered by the certification.
These certifications will be prepared at least semi-annually and will be signed by the
employee or supervisory official having first hand knowledge of the work performed by
the employee.

Where employees work on multiple activities or cost objectives, a distribution of

their salaries or wages will be supported by personnel activity reports or equivalent
documentation which meets the standards in subsection (5) unless a statistical sampling
system (see subsection (6)) or other substitute system has been approved by the cognizant
Federal agency. Such documentary support will be required where employees work on:

(a) More than one Federal award,

(b) A Federal award and a non Federal award,

(c)  Anindirect cost activity and a direct cost activity,

(d)  Two or more indirect activities which are allocated using different allocation bases, or
(e)  Anunallowable activity and a direct or indirect cost activity.

Personnel activity reports or equivalent documentation must meet the
following standards:

(a)  They must reflect an after the fact distribution of the actual activity of each employee,
(b)  They mustaccount for the total activity for which each employee is compensated,

() They must be prepared at least monthly and must coincide with one or more pay
periods, and

(d)  They must be signed by the employee.

(e)  Budget estimates or other distribution percentages determined before the services
are performed do not qualify as support for charges to Federal awards but may be
used for interim accounting purposes, provided that:
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i. 'The governmental unit’s system for establishing the estimates produces
reasonable approximations of the activity actually performed;

ii. At least quarterly, comparisons of actual costs to budgeted distributions
based on the monthly activity reports are made. Costs charged to Federal
awards to reflect adjustments as a result of the activity actually performed
may be recorded annually if the quarterly comparisons show the differences
between budgeted and actual costs are less than ten percent; and

iii. ~ The budget estimates or other distribution percentages are revised at least
quarterly, if necessary, to reflect changed circumstances.

(6)  Substitute systems for allocating salaries and wages to Federal awards may be used
in place of activity reports. These systems are subject to approval if required by the
cognizant agency. Such systems may include, but are not limited to, random moment
sampling, case counts, or other quantifiable measures of employee effort.

(7)  Salaries and wages of employees used in meeting cost sharing or matching requirements
of Federal awards must be supported in the same manner as those claimed as allowable
costs under Federal awards.

Condition

Military lacks internal controls that would allow it to prevent and/or detect instances when personnel
costs are being inappropriately charged to this federal program. At the time when it creates a new
position, or when a new employee fills an existing position, Military reviews the associated job duties
and decides whether charging this federal program is allowable. However, Military lacks a process to
identify instances when personnel, who are funded by this federal program, may no longer be working
on allowable activities.

Further, we noted that Military did not comply with the requirements of OMB Circular A-87.
Specifically, Military does not have adequate documentation to support personnel costs it charged

to the federal fiscal year 2007 and 2008 awards. We reviewed a sample of monthly personnel
expenditures for 30 individuals amounting to more than $260,000. In each case we noted the lack of
documentation—such as certifications or personnel activity reports—that are required under OMB
Circular A-87. Although the personnel costs were associated with time sheets, these time sheets did not
describe what activities the employee worked on for the stated time period.

According to the United States Property and Fiscal Officer (USPFO)—the federal representative in
California who has oversight over this program—employees charging time to the federal program but
spending incidental amounts of time on state projects is acceptable. The USPFO defines “incidental
time” as less than 25 percent. However, without the personnel activity reports required under OMB
Circular A-87, it is unclear how Military can comply with the USPFO’s guidance. Further, Section 304
of the Master Cooperative Agreement between Military and the Department of Defense states that the
allowability of costs shall be determined according to the terms and conditions of OMB Circular A-87.

Questioned Costs

Our sample of monthly personnel expenses for 30 employees amounted to more than $260,000.
Overall, personnel expenses accounted for more than $31 million—or approximately 55 percent—of
$56.8 million in program expenditures between July 1, 2007, and June 30, 2008.

Recommendations

Military should establish procedures that would allow it to prevent or detect instances when employees,
who are funded under the federal program, are no longer working on allowable activities. Further,
Military should implement procedures to ensure that it documents its personnel costs in accordance
with OMB Circular A-87.
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Department’s View and Corrective Action Plan

Military stated that it is implementing a process to certify federally funded employees on their duties
associated with their positions. These certifications will be prepared at least semiannually and will be
signed by the employee or supervisory official having firsthand knowledge of the work performed by
the employee. When an employee works on multiple activities or cost objectives, a distribution of their
salaries or wages will be supported by personnel activity reports. The certifications will be conducted
and completed during the months of June and December each year and attached to the employees’
monthly time sheets.

Reference Number: 2008-8-7

Federal Catalog Number: 12.401

Federal Program Title: National Guard Military Operations and
Maintenance (O & M) Projects

Federal Award Numbers and Years: W912LA-07-02; 2007
W912LA-06-02; 2006

Category of Finding: Period of Availability

State Administering Department: Military Department (Military)

Criteria

NATIONAL GUARD BUREAU MASTER COOPERATIVE AGREEMENT (MCA), Section 306—
Fiscal Year Close-out and Settlement

a. Within 90 days after the end of the [federal] fiscal year or upon termination of the [cooperative
agreement], whichever is earlier, the State shall promptly deliver to the [United States Property
and Fiscal Officer] USPFO, as a representative of [National Guard Bureau] NGB, a final
accounting of all funding and disbursements under the agreement for the fiscal year. After
completion of the State’s final accounting, the USPFO shall make a final settlement of the total
NGB contribution for that fiscal year.

b. If unliquidated claims and undisbursed obligations arising from the State’s performance of
the agreement will remain 90 days or longer after the close of the fiscal year, the State shall
provide a detailed listing of uncleared obligations and a projected timetable for their liquidation
and disbursement no later than 31 December. The USPFO shall then set an appropriate new
timetable for the State to submit its final accounting.

Condition

Military did not include estimated liquidation dates for uncleared obligations on its report of
outstanding obligations to the USPFO for the federal fiscal year 2006 and 2007 grants. Specifically, in
its January 2008 report to the USPFO, Military did not provide estimated liquidation dates for over
$37,000 in uncleared obligations from the 2006 award and more than $1.2 million from the 2007
award. According to the accounting section supervisor who is responsible for preparing the reports,
Military staff lacks adequate time to gather the missing information before the submission deadline and
explained that the USPFO has not had concerns with the lack of this information and has continued
to accept these reports. The USPFO informed us that he did not believe that knowing the estimated
liquidation dates is critical and the report is acceptable without the required estimated liquidation
dates. However, Section 703 of the MCA states any modifications to the MCA must be in writing and
executed by both parties. Our review found no modification to this requirement.
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Questioned Costs

Not applicable.

Recommendations

Military should include estimated liquidation dates on its report of outstanding obligations for federal
awards as required under the MCA. Otherwise, Military and the USPFO should execute a modification

to the MCA to omit this requirement.

Department’s View and Corrective Action Plan

Military has completed its report of outstanding obligations for federal awards as required under the
MCA and has included the estimated liquidation dates.
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U.S. DEPARTMENT OF EDUCATION
Reference Number: 2008-1-6
Federal Catalog Number: 84.181
Federal Program Title: Special Education—Grants to Infants and
Families with Disabilities
Federal Award Numbers and Years: H181A070037; 2007
H181A060037; 2006
Category of Finding: Activities Allowed/Allowable Costs
State Administering Department: Department of Developmental Services

(Developmental Services)

Criteria

TITLE 34—EDUCATION, PART 80—UNIFORM ADMINISTRATIVE REQUIREMENTS FOR
GRANTS AND COOPERATIVE AGREEMENTS TO STATE AND LOCAL GOVERNMENTS,
Subpart C—Post-Award Requirements—Financial Administration, Section 80.20—Standards for
Financial Management Systems

(a) A State must expend and account for grant funds in accordance with State laws and procedures
for expending and accounting for its own funds. Fiscal control and accounting procedures of the
State, as well as its subgrantees and cost-type contractors, must be sufficient to:

(2)  Permit the tracing of funds to a level of expenditures adequate to establish that such funds
have not been used in violation of the restrictions and prohibitions of applicable statutes.

Condition

Developmental Services does not have an adequate internal control process in place to assure that

the expenses incurred by regional centers are only for allowable activities and costs. Specifically, the
regional centers’ reimbursement claims lack the necessary detail to allow Developmental Services staff
who approve them to determine whether the claims include only allowable activities and costs covered
under the program. Regional centers submit summary-level claims that include only two amounts—a
total for operations and a total for purchase of services. However, the regional centers did not

submit additional source documentation to support the $31.9 million they were paid during fiscal

year 2007-08. Consequently, we are unable to determine if Developmental Services is in compliance
with this requirement.

This is a repeat finding. According to the chief of its Early Start Section, Developmental Services is
implementing a new regional center invoicing process that will become effective in fiscal year 2008—09.
Specifically, this new process will require staff to check the regional centers’ reimbursement claim
amounts against a monthly file generated from their Uniform Fiscal System (UFS). Additionally,
according to the manager of its Audits Branch, Developmental Services’ auditors review UFS

data during their audits of the regional centers. However, until the new process is implemented,
Developmental Services cannot be certain the federal funds are being used to reimburse only allowable
activities and costs.

Questioned Costs

Unknown

Recommendations

Developmental Services should implement procedures to ensure that regional centers are using federal
funds for only allowable activities and costs.
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Developmental Services should also continue to require its auditors to review UFS data during their
audits of the regional centers.

Department’s View and Corrective Action Plan

Developmental Services stated that, as discussed with the auditors, it is in the final stages of completing
the design and implementation of a process for both regional center staff to bill for allowable services
and for its program staff to have the capability to monitor and assure that only allowable service claims
are reimbursed.

Developmental Services also stated it will require that regional center claims for services that are
submitted to it include more detail to ensure that only allowable services are billed and that claims to it
be based on monthly totals. Program staff currently have the capability to monitor total monthly service
expenditures by service category and by regional center. The new process will give program staff the
ability to “drill down” to individual consumer service data through its UES if claim activity indicates
possible billing for unallowable costs. Regional center claim amounts will be reduced for any services
determined unallowable. This process is expected to be completed and implemented before the end of
fiscal year 2008-09.

Reference Number: 2008-1-7
Federal Catalog Number: 84.181
Federal Program Title: Special Education—Grants for Infants and

Families with Disabilities

Federal Award Numbers and Years: H181A070037; 2007

H181A060037; 2006
Category of Finding: Activities Allowed/Allowable Costs
State Administering Department: Department of Developmental Services

(Developmental Services)

Criteria

TITLE 34—EDUCATION, PART 80—UNIFORM ADMINISTRATIVE REQUIREMENTS FOR
GRANTS AND COOPERATIVE AGREEMENTS TO STATE AND LOCAL GOVERNMENTS,
Subpart C—Post-Award Requirements—Financial Administration, Section 80.36—Procurement

(a)  States. When procuring property and services under a grant, a State will follow the same policies
and procedures it uses for procurements from its non-Federal funds. The State will ensure that
every purchase order or other contract includes any clauses required by Federal statutes and
executive orders and their implementing regulations.

CALIFORNIA STATE CONTRACT MANUAL, CHAPTER 9—CONTRACT MANAGEMENT,
Section 9.04—Responsibilities of the Contract Manager

(A)  Typical responsibilities of the contract manager are as follows:

(9)  Review and approve invoices for payment to substantiate expenditures for work
performed and to prevent penalties being assessed under GC § 926.17.
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Condition

Developmental Services does not have an adequate internal control process in place to assure

that expenses incurred by one of its vendors, WestEd, are only for allowable activities and costs.
Specifically, WestEd, a nonprofit vendor that provides program support, submits monthly invoices to
Developmental Services that contain totals for its expenses related to personnel, consultants, travel,
operations, and administration management. Developmental Services paid WestEd $2.7 million during
fiscal year 2007—08. However, WestEd did not submit supporting documentation with its invoices that
would allow Developmental Services staff who approve the invoices to make an informed assessment
about whether the costs claimed are for allowable activities. Consequently, we are unable to determine
if Developmental Services is in compliance with this requirement.

This is a repeat finding. According to the chief of its Early Start Section, Developmental Services is

in the process of implementing a new invoicing process for West Ed that will require it to provide
supporting documentation for amounts shown on the invoices. This new process will become effective
in fiscal year 2008—09. However, until the new process is implemented, Developmental Services cannot
assure that federal funds are spent only for allowable activities and costs.

Questioned Costs

Unknown

Recommendation

Developmental Services should implement its plans to require WestEd to submit detailed supporting
documentation with its invoices so that the department can assure that only allowable activities and
costs will be funded by the federal grant.

Department’s View and Corrective Action Plan

Developmental Services stated that, as indicated in its response to the previous year’s findings, its
program and audit staff worked with WestEd to amend the contract so that program and audit staff can
assure that only activities and costs allowed are reimbursed. Specifically, the contract between it and
WestEd was amended to include the following language:

“Beginning in August 2008, Contractor shall submit monthly invoices with year-to-date expenditures to
the State Project Representative. The expenditure reports shall indicate staff and consultant activities,
expenditures under this contract by line item for the reporting period, scholarship fund status, and the
total contract budget status. Labor reports will be submitted monthly and will include employee name
and hours expended on the project tasks. An annual budget reconciliation report will be submitted by
August 30, 2009, and August 30, 2010, in a format approved by the State”

Reference Number: 2008-1-10
Federal Catalog Number: 84.186
Federal Program Title: Safe and Drug-Free Schools and

Communities—State Grants (SDFSC)

Federal Award Numbers and Years: Q186B070005; 2007
Q186B060005; 2006

Category of Finding: Activities Allowed/Allowable Costs;
Subrecipient Monitoring

State Administering Department: Department of Alcohol and Drug
Programs (ADP)
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Criteria

TITLE 20—EDUCATION, CHAPTER 70—STRENGTHENING AND IMPROVEMENT OF
ELEMENTARY AND SECONDARY SCHOOLS, SUBCHAPTER 1IV—215T CENTURY SCHOOLS,
PART A—SAFE AND DRUG-FREE SCHOOLS AND COMMUNITIES, Subpart 1—State Grants,
Section 7112—Reservation of State Funds for Safe and Drug-Free Schools

(a) State reservation for the chief executive officer of a State
(5)  Use of Funds

Grants and contracts under this section shall be used to implement drug and violence
prevention activities, including—

(A) activities that complement and support local educational agency activities under
section 7115 of this title, including developing and implementing activities to
prevent and reduce violence associated with prejudice and intolerance;

(B)  dissemination of information about drug and violence prevention; and

(C)  development and implementation of community-wide drug and violence
prevention planning and organizing.

TITLE 20—EDUCATION, CHAPTER 70—STRENGTHENING AND IMPROVEMENT OF
ELEMENTARY AND SECONDARY SCHOOLS, SUBCHAPTER IV—21ST CENTURY SCHOOLS,
PART A—SAFE AND DRUG-FREE SCHOOLS AND COMMUNITIES, Subpart 4—General
Provisions, Section 7164—Prohibited Uses of Funds

No funds under this part may be used for—

(1)  construction (except for minor remodeling needed to accomplish the purpose of this part); or

(2)  medical services, drug treatment or rehabilitation, except for pupil services or referral to
treatment for students who are victims of, or witnesses to, crime or who illegally use drugs.

TITLE 34—EDUCATION, PART 80—UNIFORM ADMINISTRATIVE REQUIREMENTS FOR
GRANTS AND COOPERATIVE AGREEMENTS TO STATE AND LOCAL GOVERNMENTS,
Subpart C—Post-Award Requirements—Financial Administration, Section 20—Standards for Financial
Management Systems

(a) A State must expend and account for grant funds in accordance with State laws and procedures
for expending and accounting for its own funds. Fiscal control and accounting procedures of the
State, as well as its subgrantees and cost-type contractors, must be sufficient to:

(2)  Permit the tracing of funds to a level of expenditures adequate to establish that such funds
have not been used in violation of the restrictions and prohibitions of applicable statutes.

Condition

ADP does not ensure that SDFSC expenditures are made only for allowable activities and costs. ADP
requires its county subgrantees to submit a claim form and a progress report with copies of invoices

for its subrecipients or vendors. ADP also requires its noncounty subgrantees to submit invoices and
progress reports.

ADP lacks proper segregation of duties for reviewing and approving claims for payment because

its program manager does not review claims submitted by its subgrantees and reviewed by its

analysts before they are submitted to ADP’s accounting office for payment. Additionally, in its grant
administrative manual, ADP states that its analysts may choose to review subgrantee purchase records
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for large budget items, but should not review lengthy records of routine expenditures such as payroll,
local mileage logs, or minor office supplies. Consequently, our review of 45 claims and invoices found
only 18 that had adequate documentation to support a portion of the subgrantees’ expenditures.

Moreover, although ADP’s policy is to conduct site visits for its subgrantees once within the grant
period, the primary outcome of the site visit is not to ensure that financial records support expenditures
claimed. Thus, ADP does not use its site visits to ensure that the claims and invoices submitted by the
subgrantees include only allowable activities and costs. Further, ADP did not conduct any site visits
during fiscal year 2007-08.

We reported a similar finding last year. Until ADP establishes policies and procedures to periodically
review detailed supporting documentation, it cannot ensure that activities and costs reported on
invoices or claim forms are only for allowable activities and costs.

Questioned Costs
$1,299,697 of the $1,610,358 sampled.

Recommendation

ADP should establish policies and procedures to ensure that federal awards are expended for only
allowable costs and activities.

Department’s View and Corrective Action Plan

ADP stated that, as the Bureau of State Audits notes, a similar finding was reported last year. ADP is in
the process of resolving this issue with the United States Department of Education.

Reference Number: 2008-2-6

Federal Catalog Number: 84.186

Federal Program Title: Safe and Drug-Free Schools and
Communities—State Grants (SDFSQC)

Federal Award Numbers and Years: Q186B070005; 2007
Q186B060005; 2006

Category of Finding: Activities Allowed/Allowable Costs; Earmarking

State Administering Department: Department of Alcohol and Drug

Programs (ADP)

Criteria

TITLE 20—EDUCATION, CHAPTER 70—STRENGTHENING AND IMPROVEMENT OF
ELEMENTARY AND SECONDARY SCHOOLS, SUBCHAPTER IV—21ST CENTURY SCHOOLS,
PART A—SAFE AND DRUG-FREE SCHOOLS AND COMMUNITIES, Subpart 1—State Grants,
Section 7112(a)—State Reservation for the Chief Executive Officer of a State

(6)  Administrative Costs. The chief executive officer of a State may use not more than 3 percent of
the amount described in paragraph (1) for the administrative costs incurred in carrying out the
duties of such officer under this section.
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TITLE 2—GRANTS AND AGREEMENTS, PART 225—COST PRINCIPLES FOR STATE, LOCAL,
AND INDIAN TRIBAL GOVERNMENTS (OMB CIRCULAR A-87)

Appendix B to Part 225 — Selected Items of Cost

8. Compensation for personnel services

h. Support of salaries and wages. These standards regarding time distribution are in addition
to the standards for payroll documentation.

(5)  Personnel activity reports or equivalent documentation must meet the
following standards:

(a) They must reflect an after-the-fact distribution of the actual activity of
each employee,

(b)  'They must account for the total activity for which each employee
is compensated,

(¢ They must be prepared at least monthly and must coincide with one or
more pay periods, and

(d)  They must be signed by the employee.

Condition

ADP needs to improve its controls to ensure that its accounting records match the hours recorded
on its employees’ time sheets. ADP monitors employee time sheets to ensure that it remains below
the 3 percent cap for administrative expenses. ADP uses two program cost account (PCA) codes to
charge state operations activities related to the SDFSC grant. Administrative activities are charged
to PCA 52021, while program activities are charged to PCA 52020. Each month, employees sign and
submit their completed time sheets to their supervisor, who approves the hours.

Our review of 10 employee time sheets found two instances in which ADP’s accounting records

did not agree with the time reported on employees’ time sheets. Specifically, in one instance ADP’s
accounting records showed that the employee had charged 139 hours to PCA 52020, but the time sheet
indicated that the employee had charged 128 hours to PCA 52020 and 11 hours to PCA 52021. This
error occurred because, although the employee indicated that she worked 11 hours on administrative
activities during the month, she incorrectly identified the PCA for these activities as 52020.
Consequently, ADP overcharged the costs associated with its program activities and undercharged the
costs associated with administration of the program. In the other case, the employee did not accurately
total the hours she worked on various activities, which caused ADP’s accounting staff to charge

3.23 additional hours to the SDFSC grant PCA instead of the federal Block Grants for Prevention and
Treatment of Substance Abuse (SAPT). Both of these time sheets had been certified by the employee
and approved by the supervisor. Inaccurate reporting by employees and the lack of effective controls
regarding the allocation of employee hours increase ADP’s risk of noncompliance with the limit on
administration costs for the SDFSC grant and inappropriate charges to the SAPT grant.

We reported a similar finding in the prior year’s audit report.

Questioned Costs
Of the $35,639.09 sampled, $653 was overcharged.

Recommendations

ADP should establish a quality control process to ensure it accurately charges payroll costs to the federal
programs it administers. Additionally, ADP should promptly make adjustments for any discrepancies
that come to its attention.
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Department’s View and Corrective Action Plan

ADP stated that it concurs with the auditors’ findings. ADP will establish and document procedures for
processing monthly time sheets to ensure their accuracy and timely submission. ADP will also conduct
training sessions for its managers and timekeepers to emphasize and review their responsibilities

and the procedures. Its accounting office will review late time sheets and enter adjusted time sheets,
when necessary. Finally, ADP plans to have in place by December 2009 an automated time sheet, which
will resolve the allocation issues.

Reference Number: 2008-7-11
Federal Catalog Number: 84.181
Federal Program Title: Special Education—Grants for Infants and

Families with Disabilities

Federal Award Numbers and Years: H181A070037; 2007

H181A060037; 2006
Category of Finding: Level of Effort—Maintenance of Effort
State Administering Department: Department of Developmental Services

(Developmental Services)

Criteria

TITLE 34—EDUCATION, PART 303—EARLY INTERVENTION PROGRAM FOR INFANTS
AND TODDLERS WITH DISABILITIES, Subpart B—State Application for a Grant, Statement of
Assurances, Section 303.124—Prohibition Against Supplanting

(a)  The statement must include an assurance satisfactory to the Secretary that Federal funds made
available under this part will be used to supplement the level of State and local funds expended
for children eligible under this part and their families and in no case to supplant those State and
local funds.

(b)  To meet the requirement in paragraph (a) of this section, the total amount of State and local
funds budgeted for expenditures in the current fiscal year for early intervention services for
children eligible under this part and their families must be at least equal to the total amount of
State and local funds actually expended for early intervention services for these children and
their families in the most recent preceding fiscal year for which the information is available.
Allowance may be made for—

(1)  Decreases in the number of children who are eligible to receive early intervention services
under this part; and

(2)  Unusually large amounts of funds expended for such long-term purposes as the
acquisition of equipment and the construction of facilities.

Condition

Developmental Services refers to the Special Education—Grants for Infants and Families With
Disabilities program as the Early Start program. During fiscal year 2007—08, Developmental Services
did not have controls in place to prevent or detect the supplanting of state and local funds with

federal funds for the Early Start program. Further, Developmental Services did not provide sufficient
information to demonstrate its compliance with the Early Start program’s maintenance of effort (MOF)
requirement. Specifically, Developmental Services does not separately budget the state funds it plans
to spend at the regional centers for serving eligible children and their families in the program. Instead,



56

California State Auditor Report 2008-002
May 2009

state funds are budgeted to the regional centers to serve various clients—those in the Early Start
program as well as those who receive assistance through other programs. Developmental Services also
cannot determine “the total amount of State and local funds actually expended for early intervention
services for these individuals and their families in the most recent preceding fiscal year” because the
General Fund expenditures are coded to a program cost account code that does not specifically identify
charges paid with state funds for the Early Start program. Consequently, we are unable to determine if
Developmental Services is in compliance with this requirement.

This is a repeat finding. According to Developmental Services, it is in the process of revising its
procedures related to the MOE requirement, and these procedures will become effective in fiscal

year 2008—09. For example, to determine the total amount of state funds actually expended, regional
centers will only receive federal Early Start funds for reimbursement of their purchase of services.
Developmental Services believes that it will be able to use the regional centers’ Uniform Fiscal System
(UES) to calculate the actual amount of purchase of service (POS) expenditures for Early Start because
the system associates services with individual consumers. Developmental Services procedures also

use the actual amount of expenditures from UFS to determine if it has a sufficient amount of state funds
budgeted for the MOE requirement.

Until Developmental Services uses a consistent and accurate methodology for calculating the MOE
requirement and can document the amount of state and local funds budgeted for the Early Start
program, it cannot demonstrate that it is in compliance with this requirement.

Questioned Costs

Unknown

Recommendations

Developmental Services should implement procedures to annually establish a budget that includes the
total amount of state and local funds to be spent on the program. Developmental Services should also
implement procedures related to documenting the amount of state and local funds spent on regional
centers’ purchase of services expenditures for the program’s eligible children and their families.

Department’s View and Corrective Action Plan

Developmental Services stated that to ensure continuity of its budgetary process, the budget for

the Early Start program will be established as separate components of 10 programmatic service

budget categories and associated operational funding. The Early Start program POS budget will be
calculated as a percentage of each budget category attributable to infants and toddlers in the Early
Start program, as set by the prior-year expenditures for these consumers in that budget category.

This percentage will be applied to the enacted total POS budget, adjusted for caseload and utilization
growth. The Early Start program operations budget will be calculated through the application of a “core
staffing” formula specific to the Early Start program caseload and the allocation of related support and
managerial staffing and other related costs.

Developmental Services also stated that for purposes of demonstrating that California has met the
MOE requirements, it will compare the Early Start budget, as established above, to the prior-year
expenditures in the program, taking into consideration the federal grant amount.
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Reference Number: 2008-8-8
Federal Catalog Number: 84.186
Federal Program Title: Safe and Drug-Free Schools and

Communities—State Grants (SDFSQC)

Federal Award Numbers and Years: Q186B060007; 2007
Q186B050006; 2006
Q186B050005; 2005

Category of Finding: Period of Availability

State Administering Department: Department of Alcohol and Drug
Programs (ADP)

Criteria

TITLE 20—EDUCATION, CHAPTER 31—GENERAL PROVISIONS CONCERNING EDUCATION,
SUBCHAPTER 11—APPROPRIATIONS AND EVALUATIONS, PART 1— APPROPRIATIONS,
Section 1225— Availability of Appropriations on Academic or School-Year Basis; Additional Period for
Obligation of Funds

(b)  Succeeding fiscal year

(1)  Notwithstanding any other provision of law, unless enacted in specific limitation of the
provisions of this subsection, any funds from appropriations to carry out any programs
to which this chapter is applicable during any fiscal year, which are not obligated and
expended by educational agencies or institutions prior to the beginning of the fiscal year
succeeding the fiscal year for which such funds were appropriated shall remain available
for obligation and expenditure by such agencies and institutions during such succeeding
fiscal year.

(2)  Any funds under any applicable program which, pursuant to paragraph (1), are available
for obligation and expenditure in the year succeeding the fiscal year for which they were
appropriated shall be obligated and expended in accordance with—

(A)  the Federal statutory and regulatory provisions relating to such program which are
in effect for such succeeding fiscal year, and

(B)  any program plan or application submitted by such educational agencies or
institutions for such program for such succeeding fiscal year.

TITLE 34—EDUCATION, PART 80—UNIFORM ADMINISTRATIVE REQUIREMENTS FOR
GRANTS AND COOPERATIVE AGREEMENTS TO STATE AND LOCAL GOVERNMENTS,
Subpart C—Post-Award Requirements—Financial Administration, Section 80.23—Period of Availability
of Funds

(a)  General. Where a funding period is specified, a grantee may charge to the award only costs
resulting from obligations of the funding period unless carryover of unobligated balances
is permitted, in which case the carryover balances may be charged for costs resulting from
obligations of the subsequent funding period.

(b)  Liquidation of obligations. A grantee must liquidate all obligations incurred under the award not
later than 90 days after the end of the funding period (or as specified in a program regulation) to
coincide with the submission of the annual Financial Status Report (SF-269). The Federal agency
may extend this deadline at the request of the grantee.
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Condition

ADP lacks written procedures to ensure that it uses SDFSC funds only during the authorized period of
availability. Moreover, ADP did not consistently follow the procedures it described to us for ensuring
that the federal funds for the SDFSC grant are in compliance with the period of availability requirement.

Specifically, ADP’s program analysts initiate payments to its subgrantees and are to include on the
counties” quarterly claim forms the appropriate federal grant award and amount to charge prior to
sending the forms to the accounting unit. However, one of the 45 claims we tested indicated that the
total amount payable should be split between the 2005 and 2006 federal grants, but it did not indicate
how much to charge to each federal grant. Without this information the risk of charging the incorrect
federal grant increases.

Further, we found that ADP liquidated two obligations outside of the allotted liquidation time period.
Specifically, the liquidation period for the 2005 grant ended on December 31, 2007. However, ADP
made two payments totaling $6,060 on January 9, 2008.

Questioned Costs
$6,059.83

Recommendations

ADP should update its grants administrative manual to include the procedures it uses to ensure
compliance with the SDFSC federal period of availability requirements. ADP should also ensure that
those individuals responsible for reviewing and approving the subgrantees’ quarterly claim forms
identify the correct federal award and amounts to charge. Finally, ADP should ensure it liquidates funds
within the allotted time period.

Department’s View and Corrective Action Plan

ADP stated that the “questioned costs” of $6,059.83 were expenses incurred within the period

of availability for the 2005 award and that they were processed for payment prior to the

December 31, 2007, liquidation date. The claims were submitted to the State Controller’s Office

(SCO) for payment on December 21, 2007, and the funds were drawn from the federal Department of
Education on December 24, 2007. The January 9, 2008, date was the date that SCO issued the warrants.

Auditor’s Comments on Department’s View

Although ADP correctly states that it drew down federal funds and processed the claims for payment
before the end of the period of availability for liquidation, the payment occurred outside the period of
availability for liquidation. The federal Department of Education’s June 5, 2007, policy memorandum
on the extension of liquidation periods states that a grantee must liquidate (or make final payment on)
all obligations incurred under an award not later than 90 days after the end of the obligation period.
Because ADP made the two payments more than 90 days after the end of the period of availability for
obligation, it did not comply with the period of availability requirement for liquidation.

Reference Number: 2008-13-17
Federal Catalog Number: 84.181
Federal Program Title: Special Education—Grants for Infants and

Eamilies with Disabilities



California State Auditor Report 2008-002

May 2009
Federal Award Numbers and Years: H181A070037; 2007
H181A060037; 2006
Category of Finding: Subrecipient Monitoring
State Administering Department: Department of Developmental Services

(Developmental Services)

Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(1)  ldentify Federal awards made by informing each subrecipient of CFDA title and number,
award name and number, award year, if the award is R&D, and name of Federal agency.
When some of this information is not available, the pass-through entity shall provide the
best information available to describe the Federal award.

Condition

Developmental Services does not have an adequate internal control in place to assure that federal
award identification information such as the Catalog of Federal Domestic Assistance (CFDA) title,
CFDA number, award name, and federal agency name are communicated to subrecipients. Without the
required information, Developmental Services cannot ensure that subrecipients understand and are
aware of all relevant federal requirements governing the program.

According to assistant section chief of its Customer Support Section, Developmental Services
implemented a new process in fiscal year 2008—09 that requires its program staff to complete a contract
request form that contains the federal award information before sending the request to its contract

unit staff.

Questioned Costs

Not applicable.

Recommendation

Developmental Services should implement its procedure that requires program staff to complete the
new contract request form that includes the federal award identification information before sending it
to its contract unit staff.

Department’s View and Corrective Action Plan

Developmental Services stated that it revised its internal contracting forms and procedures to identify
all contracts with subrecipients and to require all federal award information in all subrecipient
contracts. The procedure was fully implemented in August 2008.
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Reference Number: 2008-13-18
Federal Catalog Number: 84.181
Federal Program Title: Special Education—Grants to Infants and
Families with Disabilities
Federal Award Numbers and Years: H181A070037; 2007
H181A060037; 2006
Category of Finding: Subrecipient Monitoring
State Administering Department: Department of Developmental Services
(Developmental Services)
Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart B—Audits, Section .200— Audit Requirements

(a)  Audit required. Non-Federal entities that expend $300,000 ($500,000 for fiscal years ending after
December 31, 2003) or more in a year in Federal awards shall have a single or program-specific
audit conducted for that year in accordance with the provisions of this part. Guidance on
determining Federal awards expended is provided in Section .205.

Condition

Our review of Developmental Services’ contracts with three of its 27 family resource centers unafhiliated
with a regional center found that it incorrectly stated the threshold for them to have an audit in
accordance with OMB Circular A-133 as $300,000 instead of $500,000. Until Developmental Service
corrects this error, it may lead to these family resource centers unnecessarily obtaining OMB Circular
A-133 audits.

Questioned Costs

Not applicable.

Recommendation

Developmental Services should revise its contracts with family resource centers to accurately reflect the
threshold related to the OMB Circular A-133 audit requirement.

Department’s View and Corrective Action Plan

Developmental Services stated that it will revise the contracts as soon as possible, but no later than
June 30, 2009.

Reference Number: 2008-13-21
Federal Catalog Number: 84.186
Federal Program Title: Safe and Drug-Free Schools and

Communities—State Grants (SDFSC)
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Federal Award Numbers and Years: Q186B070005; 2007
Q186B060005; 2006
Category of Finding: Subrecipient Monitoring
State Administering Department: Department of Alcohol and Drug

Programs (ADP)

Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133—AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(1)  1dentify Federal awards made by informing each subrecipient of CFDA title and number,
award name and number, award year, if the award is R&D, and name of Federal agency.
When some of this information is not available, the pass-through entity shall provide the
best information available to describe the Federal award.

(2)  Advise subrecipients of requirements imposed on them by Federal laws, regulations, and
the provisions of contracts or grant agreements as well as any supplemental requirements
imposed by the pass-through entity.

(4)  Ensure that subrecipients expending $300,000 ($500,000 for fiscal years ending afier
December 31, 2003) or more in Federal awards during the subrecipient’s fiscal year have
met the audit requirements of this part for that fiscal year.

STATE ADMINISTRATIVE MANUAL, Section 20070—Federal Pass-Through Funds

The Federal Single Audit Act of 1984 as amended by the Single Audit Act Amendment of 1996

and amendments in conjunction with the OMB Circular A-133, defines a pass-through entity as a
non-federal entity that provides a federal award to a subrecipient to carry out a federal program. The
OMB Circular A-133, Subpart D describes the responsibilities of federal agencies and pass-through
entities. Specifically, Section 400(d) prescribes the responsibilities of a pass-through entity for the
federal awards it makes.

To ensure that the State of California carries out its responsibilities in accordance with this federal act,
the following procedures shall apply:

2. The SCO will coordinate single audit compliance with local governments.

a. Each state entity will monitor the federal funds it disburses to local governments to ensure
compliance with federal laws and regulations. State entities will receive local government
audit reports performed in accordance with the Single Audit Act of 1984, P.L. 98-502, and
the Single Audit Act Amendments of 1996, P.L. 104-156 from the SCO when the audit
report includes a schedule of findings and questioned costs with respect to federal funds
that were passed through state entities. In addition, the SCO will distribute the single
audit reports to state entities when the prior fiscal year’s single audit report includes audit
findings related to federal funds. The state entity will review these reports and evaluate
the corrective action plans submitted in response to findings of noncompliance.

b. All contracts or agreements issued by state entities concerning disbursement of federal
funds to local governments will include the requirement for an audit in accordance with
PL. 104-156 and amendments.
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C. The SCO will inform units of local government to submit copies of audit reports and
corrective action plans, when warranted, prepared in accordance with P.L. 104-156 and
amendments directly to the SCO.

d. The SCO will distribute copies of each audit report and corrective action plan to state
entities affected by audit findings.

e. State entities will follow up on audit findings pertaining to federal programs, which they
administer, and the SCO will follow up on general findings such as those relating to
internal control.

f. The SCO will review and monitor the audit reports issued by external independent
auditors. The SCO will determine whether or not the audit reports conform to
Government Auditing Standards.

Condition

Our review of ADP’s award documents and contracts for five of its subgrantees found that ADP used an
incorrect Catalog of Federal Domestic Assistance (CFDA) title. Specifically, ADP listed the grant as the
“Safe and Drug-Free Schools and Communities”

Further, ADP did not follow its procedures for initiating written and verbal contact with those counties
that had delinquent OMB Circular A-133 audits. The State Controller’s Office (SCO) notifies state
agencies of those local governments that are required to submit an OMB Circular A-133 audit but
have not done so. The manager of ADP’s audit services branch stated that the staff member who was
responsible for OMB Circular A-133 audit follow-up was no longer performing this function as of
October 2006. Although the position was filled in October 2007, ADP did not initiate written or verbal
contact with the six counties that had delinquent OMB Circular A-133 audits. ADP’s general auditor
responsible for initiating contact with counties with delinquent OMB Circular A-133 audits stated

that ADP is waiting for the SCO to put out a final report listing all entities with delinquent OMB
Circular A-133 audits before it initiates contact with any counties.

Questioned Costs

Not applicable.

Recommendations

ADP should institute procedures to ensure that it properly informs each subgrantee of the correct
award information such as the CFDA title. ADP should also ensure that its staff follow up with
subgrantees that have not submitted their OMB Circular A-133 audits as required.

Department’s View and Corrective Action Plan

ADP stated that the SCO is the single audit oversight agency for most California local governments.
Because the SCO is the first point of contact for ADP in the audit resolution process, it works closely
with the SCO with regard to OMB Circular A-133 submissions. For the audits completed for fiscal
year 2006—07, and as explained to the Bureau of State Audits (BSA) auditors, the SCO rejected

some audits and granted a number of audit extensions to counties. These actions extended the date
for the counties’ audit report submission into the beginning of calendar year 2009. All the OMB
Circular A-133 audits identified as delinquent in the BSA’s audit report were included in those either
rejected or extended by the SCO. However, the SCO has provided a final list, and ADP has conducted
necessary follow-up.

The SCO is planning to make some procedural changes for the audits completed for fiscal

year 2007—-08, which will allow ADP to follow up with the counties in a more timely manner. ADP
remains committed to working with the SCO in an effort to achieve a more efficient and timely process
in meeting its OMB Circular A-133 audit requirements.
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Auditor’'s Comments on Department’s View

The SCO provided the BSA alist of counties whose OMB Circular A-133 audit reports were

either missing, rejected, or pending rejection as of December 2008. During our review, ADP staff
acknowledged that nothing had been done to follow up with the six subgrantees that received SDESC
funds and that were included on the SCO’s list until the BSA inquired about it in February 2009.
Further, an ADP staff member indicated that based on her follow-up with the SCO after our inquiry,
only one of the six subgrantees had an extension until January 31, 2009.

Reference Number: 2008-14-7
Federal Catalog Number: 84.032
Federal Program Title: Federal Family Education Loans—

Guaranty Agencies

Federal Award Number and Year: None; State Fiscal Year 2007-08

Category of Finding: Special Tests and Provisions

State Administering Department: California Student Aid Commission
(Student Aid)

Criteria

TITLE 34—EDUCATION, PART 682—FEDERAL FAMILY EDUCATION LOANS (FFEL)
PROGRAM, Subpart D—Administration of the Federal Family Education Loan Programs by a
Guaranty Agency, Section 682.414—Records, Reports, and Inspection Requirements for Guaranty
Agency Programs

(a)  Records. (I1)(i) The guaranty agency shall maintain current, complete, and accurate records of
each loan that it holds, including, but not limited to, the records described in paragraph (a)(1)
(ii) of this section. The records must be maintained in a system that allows ready identification
of each loan’s current status, updated at least once every 10 business days. Any reference to a
guaranty agency under this section includes a third-party servicer that administers any aspect of
the FFEL programs under a contract with the guaranty agency, if applicable.

CALIFORNIA CODES, EDUCATION CODE, Section 69522, (a)(1)

‘The commission may establish an auxiliary organization for the purpose of providing operational and
administrative services for participation by the commission in the Federal Family Education Loan
Program, or for other activities approved by the commission and determined by the commission to be
all of the following:

(A)  Related to student financial aid.
(B)  Consistent with the general mission of the commission.

(C)  Consistent with the purposes of the federal Higher Education Act of 1965 (Public Law 89-329)
and amendments to that act.

Condition

EDFUND, Student Aid’s auxiliary organization, administers the FFEL Program and is required by
its operating agreement with Student Aid to provide information security over Student Aid’s and
EDFUND’s confidential data. However, in past years we found that EDFUND had not developed
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adequate internal controls over its information systems to provide reasonable assurance that it keeps
current, complete, and accurate records of each loan. Although EDFUND has addressed a number of
the weaknesses in its controls over security management that we had identified in the past, it still needs
to address others. Further, we found that EDFUND has not located its tape library in a separate, secure
area and that the audit trail designed to capture changes made to sensitive data does not track certain
types of transactions.

EDFUND has made significant progress in addressing the weaknesses we noted related to security
management by fully implementing its entity-wide security program plan. However, weaknesses still
exist with regard to security management. In June 2005, EDFUND hired a contractor that completed
a security risk assessment. The security risk assessment identified and categorized a number of
weaknesses. EDFUND has not addressed all of the high-risk and moderately high-risk findings.
EDFUND is currently working on addressing the remaining high-risk and moderately high-risk
findings. The lack of security management has the potential to result in insufficient protection of
sensitive or critical computer records.

Further, EDFUND has not located its tape library in a separate, secure area with limited access.
Specifically, we noted that various devices supporting mainframe and network systems, as well

as EDFUND's tape library, are centrally located in the data center. Although a limited number of
employees have physical access to all devices housed within the data center and most devices are
protected by logical access controls, EDFUND’s tape library is not. We observed tapes stored on open
shelves and racks that do not lock. Failure to adequately secure EDFUND’s tape library at the data
center may allow unauthorized destruction of or access to sensitive data.

We previously reported that EDFUND allows a limited number of employees to make changes to
sensitive data, even though these changes are not subject to the normal edits of its information system.
In addition, we reported that EDFUND did not maintain a complete history or audit trail of the changes
made to the data. In October 2007, EDFUND implemented a project designed to create an audit trail of
such changes. However, the resulting audit trail still does not track certain types of transactions related
to collections and accounting.

Questioned Costs

Not applicable.

Recommendations

Student Aid should ensure that EDFUND takes the following steps to maintain current, complete, and
accurate records for each loan it holds:

+ Address all of the high-risk and moderately high-risk findings in its security risk assessment.

+ Physically secure its tape library or move it to a separate, secure area of its data center with
limited access.

+ Maintain a complete history or audit trail of all changes made to its data.

Department’s View and Corrective Action Plan

Because the FFEL Program is administered by EDFUND on behalf of Student Aid, EDFUND
management has provided the following response.

Security Risk Assessment Findings

EDFUND has an Enterprise Security Program in place, and as part of EDFUND’s continuous
improvement to the program, the six remaining high-risk and moderately high-risk findings from the
2005 risk assessment are on track to be completed by June 30, 2009.
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Tape Library
A keyed locking devise on the tape storage unit will be installed by March 31, 2009.

Data Maintenance

EDFUND will modify the Financial Aid Processing System by May 31, 2009, to provide the same
capability of a systernatic audit trail for the remaining files in which such transactions are completed in
data maintenance. With the completion of this project, EDFUND will address the stated weakness in
our electronic access controls for data maintenance.

Reference Number: 2008-14-8
Federal Catalog Number: 84.181
Federal Program Title: Special Education—Grants for Infants and

Families with Disabilities

Federal Award Numbers and Years: H181A070037; 2007
H181A060037; 2006
Category of Finding: Special Tests and Provisions
State Administering Department: Department of Developmental Services

(Developmental Services)

Criteria
GRANT AWARD NOTIFICATION, AWARD YEAR 2007, Terms and Conditions

(2)  When issuing statements, press releases, requests for proposals, bid solicitations, and other
documents describing this project or programs funded in whole or in part with federal money,
all grantees receiving federal funds, including but not limited to state and local governments,
shall state clearly:

1) The dollar amount of federal funds for the project,
2) 'The percentage of the total cost of the project that will be financed with federal funds, and

3) The percentage and dollar amount of the total cost of the project that will be financed by
non-governmental sources.

Condition

Developmental Services refers to the Special Education—Grants for Infants and Families With
Disabilities as the Early Start program. Developmental Services lacks an internal control process to
ensure that the documents describing this program include information on the percentage of the total
cost of the project that will be financed with federal funds and the percentage and dollar amount of the
total cost of the project that will be financed by non-governmental sources. The chief of its Early Start
section acknowledges that Developmental Services does not have procedures in place for complying
with this requirement contained in the grant’s terms and conditions.

Further, we noted that the documents describing the Early Start program that we reviewed did not
contain the required information. For example, the contracts Developmental Services has with the
independent family resource centers that are funded exclusively with federal funds from the Early Start
program do not explicitly state this funding source. Developmental Services did not provide us with
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its plans for complying with this requirement. Until Developmental Services establishes a process to
ensure that it includes this information in all documents describing the program, it will continue to be
unable to demonstrate its compliance with this requirement.

Questioned Costs

Not applicable.

Recommendation

Developmental Services should establish processes and procedures to ensure that all the documents
that it uses to describe the program explicitly state the information required in the terms and
conditions of the grant.

Department’s View and Corrective Action Plan

Developmental Services stated that it will begin to insert the information required in the terms
and conditions of the grant in the appropriate documents as soon as possible, but no later than
June 30, 2009.
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U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Reference Number: 2008-1-11
Federal Catalog Number: 93.959
Federal Program Title: Block Grants for Prevention and Treatment of

Substance Abuse (SAPT)

Federal Award Number and Year: 06B1CASAPT-05; 2006
Category of Finding: Activities Allowed/Allowable Costs
State Administering Department: Department of Alcohol and Drug

Programs (ADP)

Criteria

TITLE 42—THE PUBLIC HEALTH AND WELFARE,CHAPTER 6A—PUBLIC HEALTH SERVICES,
SUBCHAPTER XVII—BLOCK GRANTS, PART B—BLOCK GRANTS REGARDING MENTAL
HEALTH AND SUBSTANCE ABUSE, Subpart ii—Block Grants for Prevention and Treatment of
Substance Abuse, Section 300x-31—Restrictions on Expenditure of Grant

(a)  Ingeneral
(1)  Certain Restrictions

A funding agreement for a grant under section 300x-21 of this title is that the State
involved will not expend the grant—

(A)  to provide inpatient hospital services, except as provided in subsection (b) of
this section;

(B)  to make cash payments to intended recipients of health services;

(C)  topurchase or improve land, purchase, construct, or permanently improve
(other than minor remodeling) any building or other facility, or purchase major
medical equipment;

(D)  to satisfy any requirement for the expenditure of non-Federal funds as a condition
for the receipt of Federal funds;

(E)  to provide financial assistance to any entity other than a public or nonprofit private
entity; or

(F)  tocarry out any program prohibited by section 300ee-5 of this title.

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 6A—PUBLIC HEALTH SERVICES,
SUBCHAPTER XXI111—PREVENTION OF ACQUIRED IMMUNE DEFICIENCY SYNDROME,
Section 300ee-5—Use of Funds to Supply Hypodermic Needles or Syringes for lllegal Drug

Use; Prohibition

None of the funds provided under this Act or an amendment made by this Act shall be used to provide
individuals with hypodermic needles or syringes so that such individuals may use illegal drugs, unless
the Surgeon General of the Public Health Service determines that a demonstration needle exchange
program would be effective in reducing drug abuse and the risk that the public will become infected
with the etiologic agent for acquired immune deficiency syndrome.

TITLE 45—PUBLIC WELFARE, PART 96—BLOCK GRANTS, Subpart C—Financial Management,
Section 96.30—Fiscal and Administrative Requirements
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(a)  Fiscal control and accounting procedures. Except where otherwise required by Federal law or
regulation, a State shall obligate and expend block grant funds in accordance with the laws and
procedures applicable to the obligation and expenditure of its own funds. Fiscal control and
accounting procedures must be sufficient to (a) permit preparation of reports required by the
statute authorizing the block grant and (b) permit the tracing of funds to a level of expenditure
adequate to establish that such funds have not been used in violation of the restrictions and
prohibitions of the statute authorizing the block grant.

Condition

ADP does not ensure that subgrantees expend SAPT funds only for allowable activities.

Specifically, ADP provides SAPT funds to subgrantees in 12 monthly installments during the fiscal
year. Although ADP requires subgrantees to submit quarterly federal financial management reports
that track their cumulative expenditures for specific line items, these quarterly reports do not provide
sufficient data to ensure funds are only being spent on allowable activities and costs.

Moreover, ADP’s policy requires its analysts to conduct an on-site visit for each subgrantee at least
once every two years and perform a desk audit of those subgrantees that do not receive an on-site audit
during the year. However, ADP management indicated that ADP staff do not review the subgrantees’
financial records during its on-site audits and desk audits to determine whether they spent SAPT funds
on only allowable activities and costs. We reviewed 45 transactions totaling $2.4 million. However, due
to ADP’s lack of supporting documentation, we are unable to conclude that these transactions were for
allowable activities and costs.

Questioned Costs

Unknown

Recommendation

ADP should establish policies and procedures that include reviewing the subgrantees’ supporting
documentation to ensure that SAPT funds are spent only for allowable activities and costs.

Department’s View and Corrective Action Plan

ADP provided the following response:
Per Title 45 CFR, Part 96.31 (b) states:

Title 45 CFR 96.31 (b) Subgrantees

State or local governments, as those terms are defined for purposes of the Single Audit Act
Amendments of 1996, that provide awards to a subgrantee, expending $300,000 (or other
amount as specified by OMB) in Federal awards in a fiscal year, shall:

(1) Determine whether subgrantees have met the audit requirements....

(2)  Determine whether the subgrantee spent Federal assistance funds provided in accordance
with applicable laws and regulations. This may be accomplished by reviewing an audit of
the subgrantee made in accordance with the Act or through other means (e.g. program
reviews) if the subgrantee has not had such an audit.

ADP meets this requirement. All counties receiving SAPT Block Grant funds are also audited in
accordance with the requirements set forth in the U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-profit Organizations (OMB Circular A-133). ADP

reviews Audit findings related to SAPT Block Grant funds, assures that corrective actions are taken, and
recovers funds as necessary.
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In e-mails sent by ADP to the Bureau of State Audits on February 9, 2009, and February 10, 2009, ADP
confirmed that reviewing OMB Circular A-133 audit reports is one of the processes and procedures
ADP uses to determine whether the counties spent SAPT Block Grant funds for allowable activities.

Auditor’s Comments on Department’s View

ADP’s citation of 45 CFER, Part 96.31, is correct. However, it fails to mention that in its 2007 SAPT
application, it reported to the federal government that, in addition to the OMB Circular A-133 audits,
ADP would also conduct financial and compliance audits on some number of its subgrantees each

year. ADP also reported that these audits are designed to rely upon OMB Circular A-133 audits that
have been conducted. Further, ADP reported that a primary focus of its financial and compliance audits
is to ensure that SAPT grant and various other federal and state funding sources are charged for their
fair share of costs. Thus, it is inappropriate for ADP to now state that its reviews of the subgrantees’
OMB Circular A-133 audit reports alone meet the requirement for ensuring that SAPT funds are spent
only for allowable activities and costs. Furthermore, as we discuss in our finding number 2008-13-22,
ADP has not appropriately followed up on audit findings reported in its subgrantees” OMB Circular
A-133 audit reports, and it has failed to appropriately follow up with subgrantees that have not
submitted their OMB Circular A-133 audit reports to the State in a timely manner.

Reference Number: 2008-1-12
Federal Catalog Number: 93.958
Federal Program Title: Block Grants for Community Mental

Health Services

Federal Award Numbers and Years: 2B09SM010005-07; 2007
06B1CACMHS-01; 2006
05B1CACMHS-01; 2005

Category of Finding: Activities Allowed/Allowable Costs
State Administering Department: Department of Mental Health (Mental Health)

Criteria

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 6A—PUBLIC HEALTH SERVICES,
SUBCHAPTER XVII—BLOCK GRANTS, PART B—BLOCK GRANTS REGARDING MENTAL
HEALTH AND SUBSTANCE ABUSE, Subpart i—Block Grants for Community Mental Health
Services, Section 300x—Formula Grants to States

(b)  Purpose of grants

A funding agreement for a grant under subsection (a) of this section is that, subject to section
300x-5 of this title, the State involved will expend the grant only for the purpose of—

(1)  carrying out the plan submitted under section 300x-1(a) of this title by the State for the
fiscal year involved;

(2)  evaluating programs and services carried out under the plan; and

(3)  planning, administration, and educational activities related to providing services under
the plan.
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TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 6A—PUBLIC HEALTH SERVICES,
SUBCHAPTER XVII—BLOCK GRANTS, PART B—BLOCK GRANTS REGARDING MENTAL
HEALTH AND SUBSTANCE ABUSE, Subpart i—Block Grants for Community Mental Health
Services, Section 300x-5—Restrictions on Use of Payments

(a)  Ingeneral

A funding agreement for a grant under section 300x of this title is that the State involved will not
expend the grant—

(1)  to provide inpatient services;
(2)  to make cash payments to intended recipients of health services;

(3)  topurchase or improve land, purchase, construct, or permanently improve (other than
minor remodeling) any building or other facility, or purchase major medical equipment;

(4)  to satisfy any requirement for the expenditure of non-Federal funds as a condition for the
receipt of Federal funds; or

(5)  to provide financial assistance to any entity other than a public or nonprofit private entity.

Condition

In our prior-year audit, we reported that Mental Health did not ensure that subgrantees’ expenditures
were only for allowable activities and costs. Mental Health relied on the counties’ budget and program
description components of their applications to determine if funds were used for allowable costs and
activities. Specifically, the Substance Abuse and Mental Health Services Administration’s Block Grants
for Community Mental Health Services (SAMHSA CMHS) grant renewal application instructions
directs counties to include in their program narrative a description that specifies what is actually
being paid for by the block grant funds. However, our review of program narratives found that
counties provided a general outline of program activities and did not explain each budget item. We
also found that one program narrative was missing and one program narrative did not clearly specify
its target population as children with serious emotional disturbance or adults with serious mental
illness. Additionally, Mental Health did not require the counties to submit invoices, receipts or payroll
information to verify amounts they reported as expenditures. Finally, Mental Health did not perform
regular site visits to the counties to verify the allowability of their programs’ costs and activities.

During our follow-up procedures for fiscal year 2007—08, we found that Mental Health did not
implement a process to ensure that counties were only expending SAMHSA CMHS funds for allowable
activities and costs. Mental Health stated that it will strengthen its current review process and will

add clarifying language to the state fiscal year 2009-10 Planning Estimate and Renewal Application to
ensure counties are charging allowable costs and activities to the SAMHSA CMHS block grant. Mental
Health plans to complete its revised application by March 2009 and send it to the counties by May 2009.
According to Mental Health, it will require counties to add greater detail to their program narratives to
explain each budget line item. Without suflicient processes and procedures, Mental Health has no way
of knowing whether the counties are charging unallowable costs and activities to the program.

Questioned Costs

Unknown

Recommendation

Mental Health should establish a process to ensure that only allowable costs and activities are paid for
with SAMHSA CMHS grant funds.
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Department’s View and Corrective Action Plan

Mental Health stated that it recognizes the importance of monitoring counties for appropriate
expenditures of SAMHSA CMHS grant funds and understands the approach identified in this report.
Mental Health disagrees with the general statement that, . . . Mental Health has no way of knowing
whether the counties are charging unallowable costs and activities to the program.”

Mental Health stated that it currently has policies and procedures in place which require each
participating county mental health department to submit an annual application and expenditure plan
for the SAMHSA CMHS grant funds. The application must address all programs funded with the
grant funds and requires signed federal agreements, certifications, program data sheets, budgets, and
narrative (statement of purpose, program description, target population, staffing chart, designated peer
review representative, implementation and evaluation plan). Furthermore, the county application and
expenditure plan are reviewed and approved by Mental Health’s program and fiscal liaisons prior to the
county receiving its block grant allocation.

Mental Health stated that, based on the audit finding, it will strengthen its current application review
process by requiring counties to add greater detail to their program narratives to explain each budget
line item. Mental Health will complete its revised application and send it to the counties by May 2009.

Mental Health believes this strategy will ensure expenditures are solely for allowable costs and activities.

Auditor’s Comments on Department’s View

The Bureau of State Audits (BSA) stands by its statement that Mental Health has no way of knowing
whether the counties are charging unallowable costs and activities to the program. As indicated in the
condition, Mental Health did not implement a process to ensure that counties were only expending
SAMHSA CMHS funds for allowable activities and costs to correct the BSA's prior-year finding. In

its prior-year audit, the BSA found that counties provided a general outline of program activities and
did not explain each budget item; that Mental Health did not require the counties to submit invoices,
receipts, or payroll information to verify amounts they reported as expenditures; and that Mental
Health did not perform regular site visits to the counties to verify the allowability of their programs’
costs and activities. Thus, Mental Health’s process and procedures did not ensure that the SAMHSA
CMHS funds were used only for allowable activities and costs.

Reference Number: 2008-1-13

Category of Finding: Activities Allowed/Allowable Costs

State Administering Department: Department of Social Services (Social Services)
Federal Catalog Number: 93.558

Federal Program Title: Temporary Assistance for Needy

Families (TANF)

Federal Award Number and Year: G-0802CATANTF; 2008
Federal Catalog Number: 93.658

Federal Program Title: Foster Care—Title IV-E
Federal Award Numbers and Years: 0801CA1401; 2008

0701CA1401; 2007
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Federal Catalog Number: 93.659
Federal Program Title: Adoption Assistance
Federal Award Numbers and Years: 0801CA1407; 2008
0701CA1407; 2007
Criteria

TITLE 45—PUBLIC WELFARE, PART 92—UNIFORM ADMINISTRATIVE REQUIREMENTS
FOR GRANTS AND COOPERATIVE AGREEMENTS TO STATE, LOCAL AND TRIBAL
GOVERNMENTS, Subpart C—Post-Award Requirements, Section 92.20—Standards for Financial
Management Systems

(a) A State must expend and account for grant funds in accordance with State laws and procedures
for expending and accounting for its own funds. Fiscal control and accounting procedures of the
State, as well as its subgrantees and cost-type contractors, must be sufficient to—

(2)  Permit the tracing of funds to a level of expenditures adequate to establish that such funds
have not been used in violation of the restrictions and prohibitions of applicable statutes.

Condition

Social Services’ processes for reviewing and authorizing the counties’ expense and assistance claims

do not provide reasonable assurance that federal funds were expended only for allowable activities and
costs. The counties’ expense claims include their administrative costs, and their assistance claims include
a summary total of county assistance payments to beneficiaries by program. In fiscal year 2007-08,
Social Services reimbursed counties approximately $4.9 billion for the three programs listed above.

Counties submit their expense claims electronically to Social Services quarterly. Social Services performs
a desk audit of these claims. During the desk audits, Social Services’ staff ensure that the counties’ welfare
directors’ and auditor-controllers’ signatures on the certification pages of the claims match the counties’
authorizing signature letters on file and that the amounts on the signed certification pages match the
amounts in the claims. The counties are also required to submit tracking system status reports with their
claims, which include program codes that correspond with the counties’ countywide cost allocation
plans and their letters that outline their plans for charging direct expenses. Social Services reviews the
program codes to determine if the counties are charging allowable activities and costs.

The counties also submit their assistance claims electronically to Social Services monthly. Social Services
performs a desk review of these claims prior to payment. The steps in the desk review include making
sure the counties’ welfare directors and auditor-controllers have signed the certification page attesting to
the accuracy of the claims, among other things. Another step includes staff identifying variances that are
greater than 20 percent between months and following up with the counties for explanations.

However, Social Services does not require the counties to submit detailed supporting documentation
for their expense and assistance claims. For example, prior to July 1, 2005, Social Services required
counties to submit detailed supporting documentation for specific line items with their county
assistance claims. Effective July 1, 2005, Social Services directed counties to no longer submit detailed
supporting documentation and to submit only the information contained in its electronic county
assistance claim template. Moreover, Social Services did not conduct any on-site visits to the

counties to review their supporting documentation for their expense and assistance claims in fiscal
year 2007-08. Without procedures such as reviewing the supporting documentation for the counties’
expense and assistance claims prior to payment or conducting on-site visits to review the claims during
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the award period, Social Services has no way of assuring that counties are spending federal funds only
on allowable activities and costs. Thus, we are unable to conclude that Social Services is in compliance
with this requirement for the programs listed above.

Questioned Costs

Unknown

Recommendation

Social Services should strengthen its desk audits and reviews of the counties’ expense and assistance
claims. For example, Social Services can review the underlying supporting documentation for a sample
of the claims submitted by the counties during the award period to ensure the counties are only
charging allowable activities and costs to the federal programs.

Department’s View and Corrective Action Plan

Social Services stated that it does not concur with this finding and provided the following response:
The findings of the Bureau of State Audits (BSA) are based on several premises:

+ States are required to monitor the performance of subrecipients. The county welfare departments are
considered subrecipients for Social Services programs.

+ Prior to July 1, 2005, Social Services required counties to submit detailed supporting documentation
for the assistance claim. No supporting documentation was required for the County Expense Claim.

» AfterJuly 1, 2005, Social Services no longer required counties to submit the supporting
documentation with the claim. In lieu of this requirement, counties were to maintain
the documentation for future review and audit at the county.

+ Social Services does not request samples of the documentation, nor does it conduct field visits to
review the documentation.

The BSA concludes that Social Services is unable to verify the validity of the costs claimed
by the counties.

The BSA’s recommendation cannot be implemented for the following reasons:

+ Social Services advances the funds for the assistance payments to the counties. 1t is not feasible to
interrupt this process to perform audits of the supporting documentation.

+ Social Services and the counties use federally approved automated systems to make and report
all assistance claims. The automated systems effectively eliminate errors that generally occur in
preparing the assistance claim.

+ Drior evaluations of the assistance claim did not demonstrate a benefit to Social Services and the
counties for the supporting documentation that was previously submitted with the assistance claim.

The BSA’s findings and recommendations are based on an incomplete review of the process used by
Social Services. The BSA’s discussion of the finding does not correctly represent the rationale used

by Social Services to stop the requirement for counties to submit supporting documentation with the
assistance claim.
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The decision to stop having the counties submit supporting documentation was part of a much

larger project to fully automate the claim process. The automated assistance claim was implemented
in January 2004. The automated claim incorporates several edit checks and the submission of

five additional supporting documents in electronic form. The desk audit function, performed manually
for several decades, was automated.

For 18 months, from January 2004 to July 2005, Social Services required the counties to submit the
supporting documentation with the automated claim. A review of the relationship between the
automated claim and the supporting documentation was conducted during this period. The review
concluded that the supporting documentation did not add value to the auditing or processing of the
automated claim. Effective July 1, 2005, Social Services instructed the counties to stop submitting

the documentation with the claim. Counties are required to prepare and maintain the documentation
at the county for future review and audits.

It should be noted that the BSA did not review any of the documentation submitted with the assistance
claim prior to July 1, 2005.

During the course of this audit, Social Services staff reviewed a sampling of the OMB A-133

audits for the counties. All findings for Social Services programs were reviewed. Samples of the
supporting documentation previously submitted with the claims were also reviewed. No link could
be established between the OMB A-133 audit findings and the supporting documentation. None of
the A-133 audit findings would have been discovered, prevented or corrected through a review of the
supporting documentation.

The BSA’s recommendation for a review of randomly selected supporting documentation is
without merit.

Finally, the assistance payments are advanced to the counties immediately prior to the actual payments
made by the counties. It would be impossible to perform case level audits of these payments without
significantly disrupting the payment process.

Auditor’s Comments on Department’s View

Social Services’ statement that the findings and recommendations of the BSA are based on an
incomplete review of the process it uses is incorrect. In its finding, the BSA has accurately stated the
processes Social Services uses for reviewing the counties’ administrative and assistance claims. During
its desk audits and desk reviews, Social Services does not require its staff to review the counties’
underlying data that supports their administrative and assistance claims. Further, although Social
Services requires the counties to retain their documentation related to their assistance claims for future
review, it did not conduct on-site visits to the counties to review this information. Instead, Social
Services relied on an automated claim process that does nothing more than offer edit checks to ensure
that the counties did not charge expenditures to improper aid or program codes and line items, that
they did not exceed certain dollar amounts, and that they had the required staff sign the claim.

The automated claim process does not allow Social Services to determine if the counties have charged
only allowable activities and costs. For example, according to its September 2008 report titled Review
of Improper Temporary Assistance for Needy Families Basic Assistance Payments in California for
April 1, 2006 Through March 31, 2007, the U.S. Department of Health and Human Services’ Office

of Inspector General (O1G) estimated that Social Services made improper payments of $91,613,100
(federal share only). The improper payments consisted of $72.9 million related to eligibility and
payment calculation errors and $18.7 million related to documentation errors. Thus, the OlG’s report
illustrates that Social Services’ reliance on its automated claim process alone cannot ensure the
counties’ assistance claims include only allowable activities or costs. The report also shows that the
BSA’s recommendation for Social Services to review the underlying documentation for a sample of
claims submitted by the counties during the award period has merit and can also be beneficial to the
State. For example, according to the OlG, the State made assistance payments to or on behalf of TANF
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recipient families totaling roughly $2.6 billion, of which $1.6 billion represented the federal share.
Using this information, the BSA estimates that the State’s share of the improper payments is roughly
$57 million.

Social Services states that the BSA did not review any of the documentation submitted with the
assistance claim prior to July 1, 2005. Social Services raised this issue in our exit conference that was
held on February 18, 2009. However, Social Services did not bring to the BSA’s attention the review
it conducted of the relationship between the automated claim and the supporting documentation
where it found that the particular policy in place between January 2004 and July 2005 did not add
value to the auditing or processing of the automated claim until it submitted its response to the
BSA on March 2, 2009. Upon receiving Social Services’ response, the BSA requested a copy of its
review. However, Social Services did not provide the BSA with a copy of the review and the related
supporting documentation.

Social Services states that it reviewed a sample of the supporting documentation previously submitted
with the claims and could not find a link between the documentation and the audit findings presented
in the counties” OMB Circular A-133 audits. As previously stated, Social Services did not provide

the BSA with a copy of the review it conducted of the relationship between the automated claim

and the supporting documentation where it found that the particular policy in place between

January 2004 and July 2005 did not add value to the auditing or processing of the automated claim and
the related supporting documentation. However, the BSA would like to point out that Social Services
would need to review varying underlying documentation for the counties’ administrative and assistance
claims. For example, Social Services could review the counties’ time studies to verify the information in
their administrative claims. For the assistance claims, Social Services could review documentation to
support the TANF recipients’ payment amount.

Finally, the BSA did not recommend to Social Services that it should interrupt its process for making
advance payments to the counties to perform audits. The BSA has found that it is not uncommon

for state departments to make advance payments to their subgrantees. However, state departments
typically have also established processes and procedures to ensure that during the award period they
either require the local agencies to submit documentation to support their costs or they conduct on-site
visits to verify the costs. Currently, Social Services lacks such processes and procedures.

Reference Number: 2008-2-4
Federal Catalog Number: 93.563
Federal Program Title: Child Support Enforcement (CSE)
Federal Award Numbers and Years: 0804C A4004; 2008
0704CA4004; 2007
Category of Finding: Allowable Costs/Cost Principles
State Administering Department: Department of Child Support Services

(Child Support Services)

Criteria

TITLE 45—PUBLIC WELFARE, PART 304—OQFFICE OF CHILD SUPPORT ENFORCEMENT
(CHILD SUPPORT ENFORCEMENT PROGRAM), ADMINISTRATION FOR CHILDREN AND
FAMILIES, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES—FEDERAL FINANCIAL
PARTICIPATION, Section 304.10—General Administrative Requirements:
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As a condition for Federal financial participation, the provisions of part 74 of this title (with the
exception of 45 CFR 74.23, Cost Sharing or Matching and 45 CFR 74.52, Financial Reporting)
establishing uniform administrative requirements and cost principles shall apply to grants made
to States under this part.

TITLE 45—PUBLIC WELFARE, PART 74—UNIFORM ADMINISTRATIVE REQUIREMENTS
FOR AWARDS AND SUBAWARDS TO INSTITUTIONS OF HIGHER EDUCATION, HOSPITALS,
OTHER NONPROFIT ORGANIZATIONS, AND COMMERCIAL ORGANIZATIONS,

Subpart C—Post-Award Requirements—Financial and Program Management, Section 74.21—
Standards for Financial Management Systems

(b)(6) Recipients’ financial management systems shall provide for the following: Written procedures
for determining the reasonableness, allocability and allowability of costs in accordance with the
provisions of the applicable Federal cost principles and the terms and conditions of the award.

TITLE 45—PUBLIC WELFARE, PART 74—UNIFORM ADMINISTRATIVE REQUIREMENTS
FOR AWARDS AND SUBAWARDS TO INSTITUTIONS OF HIGHER EDUCATION, HOSPITALS,
OTHER NONPROFIT ORGANIZATIONS, AND COMMERCIAL ORGANIZATIONS,

Subpart C—Post-Award Requirements—Financial and Program Management, Section74.27—
Allowable Costs

(a)  For each kind of recipient, there is a particular set of Federal principles that applies in
determining allowable costs. Allowability of costs shall be determined in accordance with the
cost principles applicable to the entity incurring the costs. Thus, allowability of costs incurred by
the State, local or federally recognized Indian tribal governments is determined in accordance
with the provisions of OMB Circular A-87, “Cost Principles for State and Local Governments”

Condition

Child Support Services lacks adequate written policies and procedures to ensure that its expenditures
meet the requirements of OMB Circular A-87, and the federal requirements for the CSE program. This
matter was the subject of a finding we reported for fiscal year 2006—07, and Child Support Services
asserted that it concurred with the recommendation and was in the process of providing all staff with
the OMB Circular A-87 list of allowable/unallowable expenditures. Comparing expenditures to this list
is particularly important because OMB Circular A-87 contains specific instructions on costs that are
allowable and unallowable.

During our fieldwork this year, Child Support Services told us that it interpreted the finding to mean
that staff scheduling invoices for payment, in this case the accounting office, should review the invoices
for allowability. As such, Child Support Services stated that it distributed copies of OMB Circular A-87
to all accounting staff and that the accounting staff routinely audit invoices for compliance and return
any that fall outside of the guidelines. However, we were unable to verify the existence of this review

as the accounting office has no written procedure directing it to perform this comparison. Without a
written procedure, Child Support Services cannot demonstrate that its process ensures expenditures
are in compliance with the requirements of the program and OMB Circular A-87 and raises the risk
that the allowability check is being overlooked.

In addition, Child Support Services’ approval process for proposed contracts, as well as its invoice and
purchase order approval processes, includes reviews and approvals by other analysts and managers.
However, according to Child Support Services, these reviews do not include a comparison of the
supporting documentation to the list of allowable and unallowable expenditures described in OMB
Circular A-87. Although it is important that actual expenditures are reviewed for allowability by

the accounting office, Child Support Services’ current process increases the difficulty of resolving
unallowable costs by delaying their identification until invoices or purchase orders reach accounting
(late in the approval process) rather than determining their allowability in the contracts or purchasing
units (early in the approval process).
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Questioned Costs

Not applicable.

Recommendations

Child Support Services should provide all staff that review and approve contracts, invoices, and
purchase orders with a list of allowable and unallowable expenditures so that they can ensure
expenditures are made in conformance with OMB Circular A-87. Child Support Services should also
establish written policies and procedures requiring these staff to use the list to ensure that expenditures
are allowable.

Department’s View and Corrective Action Plan

Child Support Services stated that, as a result of the prior finding, it distributed copies of OMB
Circular A-87 to all accounting staff and that it directed accounting staff to routinely audit invoices for
compliance with the OMB Circular A-87 guidelines.

Child Support Services also stated that it concurs with the recommendation and will provide all

staff who review and approve contracts, invoices, and purchase orders with a list of allowable and
unallowable expenditures so that they can ensure expenditures are made in conformance with OMB
Circular A-87. Child Support Services will also establish written policies and procedures requiring these
staff to use the list to ensure that expenditures are allowable. In addition, Child Support Services will
provide training to all staff who review and approve contracts, invoices, and purchase orders on the
allowability of costs under OMB Circular A-87.

Reference Number: 2008-2-5

Federal Catalog Number: 93.778

Federal Program Title: Medical Assistance Program (Medi-Cal)
Federal Award Numbers and Years: 05-0805CA5028; 2008

05-0705CA5028; 2007
05-0605CA5028; 2006
05-0505CA5028; 2005

Category of Finding: Allowable Costs/Cost Principles

State Administering Department: Department of Health Care Services (Health
Care Services)

Criteria

TITLE 42—PUBLIC HEALTH, PART 433—STATE FISCAL ADMINISTRATION,
Subpart F—Refunding of Federal Share of Medicaid Overpayments to Providers, Section 433.312—
Basic Requirements for Refunds

(a) Basic rules

(1)  Except as provided in paragraph (b) of this section, the Medicaid agency has 60 days from
the date of discovery of an overpayment to a provider to recover or seek to recover the
overpayment before the Federal share must be refunded to CMS.

(2)  The agency must refund the Federal share of overpayments at the end of the 60-da
gency pay Y
period following discovery in accordance with the requirements of this subpart, whether
or not the State has recovered the overpayment from the provider.
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(b)  Exception. The agency is not required to refund the Federal share of an overpayment made to a
provider when the State is unable to recover the overpayment amount because the provider has
been determined bankrupt or out of business in accordance with §433.318.

(c)  Applicability.

(1)  The requirements of this subpart apply to overpayments made to Medicaid providers that
occur and are discovered in any quarter that begins on or after October 1, 1985.

(2)  The date upon which an overpayment occurs is the date upon which a State, using its
normal method of reimbursement for a particular class of provider (e.g., check, interfund
transfer), makes the payment involving unallowable costs to a provider.

Condition

In our report for the fiscal year ended June 30, 2006, we identified that Electronic Data Systems
(EDS)—the firm Health Care Services contracts with to authorize Medi-Cal payments—authorized
Medi-Cal payments to some skilled nursing facilities (facilities) more than once for the same

services. We identified these errors while performing an audit of California’s implementation of a

new facility-specific reimbursement rate system. Specifically, we identified more than 2,100 duplicate
payments to facilities for claims reflecting dates of service between August 1, 2005, and July 31, 2006,
totaling $3.3 million. We were also aware of other potential duplicate payments to facilities; however,
due to the complexity of these payments, additional research by EDS was necessary. According to EDS,
its examiners followed a flawed procedure that instructed them to override a specific type of suspended
claim, resulting in duplicate payment authorizations.

Health Care Services and EDS subsequently took measures to resolve this problem. EDS implemented
a special processing guideline to discontinue overriding suspended claims, updated its procedures, and
started to identify all facilities that received duplicate Medi-Cal payments to begin efforts to recoup
those funds. However, subsequent to our audit, we found that the special processing guideline instructs
examiners in certain situations to continue to follow the flawed procedure, which could result in EDS
continuing to pay duplicate claims related to the facilities. Subsequently, EDS further revised the special
processing guidelines to correct this oversight. In response to our 2006 finding, Health Care Services
stated that it would increase its quality control over the claims override function.

On April 30, 2008, Health Care Services instructed EDS to conduct a review of the override function
for error codes 802 and 803 that identify claims suspended because they are potentially duplicate
payments. This review, which was conducted from April 2008 through September 2008, indicates that
the percentage of suspended claims that were erroneously overridden was within EDS’s established
acceptable error rate of 5 percent. The results are based on 25 errors found in the 601 claims sampled
by EDS, which equates to a 4.2 percent error rate. However, we noted the error rate for code 802 in
both April 2008 and May 2008 was 10 percent and in July 2008 was 6 percent. Further, the error rate for
code 803 in May 2008 was 11.8 percent. Health Care Services is requiring EDS to continue reviewing
the claims override function for error codes 802 and 803 for an additional six-month period from
October 2008 through March 2009. Health Care Services also stated that, at the end of this period, it
would determine whether additional quality controls are warranted.

Because the scope of our report for the fiscal year ended June 30, 2006, focused only on long-term care
payments made to facilities subject to the new reimbursement rates, we subsequently reviewed Health
Care Services’ guidelines for other types of payments and found that those for medical, outpatient, and
vision payments included this same flawed procedure. However, because EDS does not document or
track the reasons it overrides a suspended claim, we could not identify which claims were paid using the
flawed procedure that could result in duplicate payments. Health Care Services stated it has identified
$6.4 million in duplicate payments to either a single facility or multiple long-term care providers for
services to the same individual on the same day. Health Care Services stated that in September 2007

it began to recoup duplicate payments made to long-term care providers during the period from
October 5, 2005, through November 18, 2006, in those situations where a single facility received

more than one payment for the same individual on the same day. Specifically, according to Health
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Care Services, it identified $5,099,557 in overpayments to 532 long-term care facilities, of which it

had recouped $5,082,842 by October 10, 2008. Health Care Services also stated that in May 2008

it began recouping the amount of duplicate payments that were made to multiple long-term care
providers during the period from October 5, 2005, through November 18, 2006, for the same individual
on the same day. Health Care Services estimates that $1,315,834 was paid to providers as a result of this
type of duplicate payment, of which $62,159 had been recouped as of October 24, 2008.

Finally, Health Care Services stated that it did not identify any duplicate vision claims paid for fiscal
year 2005-06. However, Health Care Services also stated that in April 2008 it began recouping
overpayments for duplicate medical and outpatient claims that were made during this period. Health
Care Services estimates that $207,500 was paid to providers as a result of this type of duplicate
payment, including $119,871 in outpatient claims and $87,629 in medical claims. Of this $207,500,
$193,589 had been recouped as of October 14, 2008. However, we could not validate this information
because Health Care Services did not retain the supporting documentation used to arrive at these
amounts. Until Health Care Services fully recoups its overpayments to providers, it is not in compliance
with the federal regulations that govern refunding the federal share of overpayments to providers.

Questioned Costs

Not determined.

Recommendations

To ensure that EDS authorizes disbursements of Medi-Cal funds only to facilities and providers
entitled to them, Health Care Services should take the following steps:

» Continue to increase its quality control over the claims override function until it can provide
assurance that the manual processing of suspended claims does not result in duplicate payments.

+ Follow its existing claims processing quality control guidelines for all error codes, which include
coordinating with EDS to initiate problem analysis, identifying root causes, recommending possible
solutions, implementing process improvements, and evaluating corrective action when the monthly
error rate for an individual error code related to duplicate payments exceeds 5 percent.

+ Ensure that EDS documents and tracks the reasons for overriding claims that have been suspended
in the system.

+ Continue to recoup all duplicate payments related to long-term care providers as well as those
related to medical and outpatient claims.

+ Direct EDS to retain documentation to support all of its recoupment efforts.

Department’s View and Corrective Action Plan

Health Care Services agrees with the finding and will take the following corrective action:

» Continue to increase its quality control over the claims override function until it can provide
assurance that the manual processing of suspended claims does not result in duplicate payments.

Health Care Services instructed EDS to perform an additional review, including an increase to the
customary sample size, from each of the claim categories identified as Suspense Claims Processing
Error Code 802 and Error Code 803 for a full year. At the conclusion of this period, Health Care
Services will evaluate the results and determine if there is a need for further review or action.
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+ Follow its existing claims processing quality control guidelines for all error codes, which include
coordinating with EDS to initiate problem analysis, identifying root causes, recommending possible
solutions, implementing process improvements, and evaluating corrective action when the monthly
error rate for an individual error code related to duplicate payments exceeds 5 percent.

Health Care Services follows existing claims processing quality control guidelines and holds EDS
accountable to error rate thresholds as established in the EDS Quality Assurance Procedures and
Standards Manual. Health Care Services’ quality management (QM) analyst reviews the QM
Monthly Performance Report from EDS and directs EDS to perform further review or produce
additional data for areas under scrutiny. Health Care Services’ analyst actively meets with EDS QM
staff to identify and resolve problems and issues, conduct special studies, and implement process
improvements for areas associated with the claim adjudication processes.

+ Ensure that EDS documents and tracks the reasons for overriding claims that have been suspended
in the system.

Health Care Services continues to maintain that there is no need to document the reasons a
suspended claim’s error code has been overridden. An EDS claim examiner can only override a claim
that had been suspended for review when the claim meets specific criteria as documented in the
claims processing guidelines for the error code condition that resulted in the claim being suspended.
Developing a systematic process for documenting the reasons for overriding claims that have been
suspended would have the following impacts:

Incur approximately 1,600 hours / $200,000 costs to the California Medicaid Management
System (CA-MMIS) to implement this recommendation under the current fiscal intermediary
(F1) contract. The current state budget crisis has resulted in Health Care Services limiting system
changes to projects that are required by state or federal legal mandates.

Require claim examiners to determine and input the new field in the system that would negatively
impact their ability to meet the contractually required claim processing timelines with the staffing
levels supported by the existing contract terms. Health Care Services would most likely incur

a claim to be reimbursed for additional F1 staffing to meet claim processing time requirements
should the FI not be able to maintain compliance with processing time requirements.

The existing controls limit Fl claim examiners to only override a claim’s error code for specific Health
Care Services-approved reasons. Health Care Services believes this provides an adequate level of
documentation and tracking of error code overrides. Health Care Services believes it would be more
cost effective to implement the recommendation of the Bureau of State Audits (BSA) with the project
to replace the existing CA-MMIS that is part of the currently active Fl reprocurement.

+ Continue to recoup all duplicate payments related to long-term care providers as well as those
related to medical and outpatient claims.

Health Care Services continues to seek full reimbursement of all duplicate payments through the
recovery process while the Audits and Investigation Division continues to include the duplicate claim
overpayment data as part of its ongoing audit and recovery activities.

+ Direct EDS to retain documentation to support all of its recoupment efforts.

Health Care Services maintains that the existing recoupment process already documents the
collection of amounts owed at the individual provider level in weekly financial reports. This
information is available for review via on-line query, a demonstration of which was provided to

the auditors. Health Care Services believes the cost and effort required to implement the BSA’s
recommendation for a new report, to consolidate and track the progress of erroneous payment
correction actions in a more easily accessible format, exceeds the benefit of developing the report in
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light of the current State and departmental budget environment. Creating this report would require
a change to the Medi-Cal claims processing system that is estimated at approximately $937,500
(7,500 programming hours @ $125/hr). Currently, an ad hoc reporting capability can produce
point-in-time account balances at the individual provider level and at a cost of approximately
$1,250 to $2,500 per request. The BSA’s recommendation will be considered further with
implementation of the CA-MMIS replacement system.

Auditor’s Comments on Department’s View

Health Care Services has not fully addressed our recommendation related to its claims processing
quality control guidelines for error codes. Currently, Health Care Services calculates its error rates
by grouping the various error codes together. However, our recommendation is directed toward it
evaluating the monthly error rate for individual error codes related to duplicate payments separately.
If the error rate for the individual error codes associated with duplicate payments exceeds 5 percent,
then Health Care Services should direct EDS to perform additional analysis as detailed in its claims
processing quality control guidelines.

Health Care Services stated that it believes it would be more cost effective to implement our
recommendations related to documenting and tracking the reasons for overriding claims that have been
suspended in the system as well as retaining documentation to support all of its recoupment efforts
with the implementation of its project to replace the existing CA-MMIS. Although this project has
been approved by the Department of Finance and is in the Request for Proposal phase of the system
development life cycle, the estimated completion date for this project is September 2015. The BSA
believes that more immediate attention should be directed toward resolving the issues in our finding
given the fact that according to Health Care Services, it has already recouped more than $5.3 million.

Reference Number: 2008-2-7
Federal Catalog Number: 93.959
Federal Program Title: Block Grants for Prevention and Treatment of

Substance Abuse (SAPT)

Federal Award Numbers and Years: 08B1CASAPT; 2008
07B1CASAPT; 2007

Category of Finding: Activities Allowed/Allowable Costs

State Administering Department: Department of Alcohol and Drug

Programs (ADP)

Criteria

TITLE 45—PUBLIC WELFARE, PART 96—BLOCK GRANTS—Subpart C—Financial Management,
Section 96.30—Fiscal and Administrative Requirements

(a)  Fiscal control and accounting procedures. Except where otherwise required by Federal law or
regulation, a State shall obligate and expend block grant funds in accordance with the laws and
procedures applicable to the obligation and expenditure of its own funds. Fiscal control and
accounting procedures must be sufficient to (a) permit preparation of reports required by the
statute authorizing the block grant and (b) permit the tracing of funds to a level of expenditure
adequate to establish that such funds have not been used in violation of the restrictions and
prohibitions of the statute authorizing the block grant.
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STATE ADMINISTRATIVE MANUAL, Section 8539—Attendance Records

Agencies will maintain complete records of attendance and absences for each employee during each pay
period. These records will be properly certified.

Condition

ADP staff track the hours they spend on various activities and grants and charge their time to different
program cost account (PCA) codes. ADP has set up several PCA codes for SAPT. ADP’s accounting
staff enter their time sheet information into the State’s Labor Distribution System, which results in
funds being drawn down from their ultimate funding sources.

Our review of 45 employee time sheets found 14 instances in which ADP’s accounting records did not
substantially agree with the hours reported by the employee. For example, 176 hours were charged to

a SAPT PCA for an employee, even though the employee reported that she did not work on activities
related to SAPT during the month. This error resulted in an overcharge to the SAPT grant of $6,830.46.
Conversely, another employee’s time sheet indicated that 120 hours plus 56 hours for holidays and leave
time should have been charged to a SAPT PCA. However, ADP’s accounting records showed that only
17.6 hours were charged to the SAPT PCA for the employee. The remaining hours were charged to a
PCA not related to SAPT. Consequently, ADP undercharged the SAPT grant by $6,645.78.

Generally, the differences arose because accounting staff did not key in the hours reported on the time
sheet, and the labor distribution system defaulted to base PCAs on the employee’s profile. One of ADP’s
accounting administrators explained that in some cases, employees did not always submit their time
sheets in time for accounting to process them and meet the State Controller’s Office deadline. She

also stated that during fiscal year 2007—-08 ADP did not regularly make adjustments to its accounting
records once a time sheet had been received. Without an adequate control process, ADP cannot assure
that it is accurately charging payroll costs to the SAPT grant.

Questioned Costs
Of $176,727.80 sampled, $14,065.65 was undercharged and $11,206.66 was overcharged.

Recommendations

ADP should establish a quality control process to ensure that it correctly charges payroll costs to
the proper PCA codes for SAPT. Additionally, ADP should promptly make adjustments for any
discrepancies that come to its attention.

Department’s View and Corrective Action Plan

ADP stated that it concurs with the auditors’ findings. ADP will establish and document procedures for
processing monthly time sheets to ensure their accuracy and timely submission. ADP will also conduct
training sessions for managers and timekeepers to emphasize and review their responsibilities and
discuss the procedures. Its accounting office will review late time sheets and enter adjusted time sheets,
when necessary. Finally, ADP plans to have in place by December 2009 an automated time sheet, which
will resolve the allocation issues.

Reference Number: 2008-2-9
Federal Catalog Number: 93.566
Federal Program Title: Refugee and Entrant Assistance—State

Administered Programs (Refugee Program)
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Federal Award Numbers and Year: G-07AACA9100; 2007
G-07AACA9110; 2007
Category of Finding: Allowable Costs/Cost Principles
State Administering Department: Department of Social Services (Social Services)

Criteria

TITLE 2—GRANTS AND AGREEMENTS, PART 225—COST PRINCIPLES FOR STATE, LOCAL,
AND INDIAN TRIBAL GOVERNMENTS (OMB CIRCULAR A-87)

Appendix B to Part 225—Selected Items Of Cost

8. Compensation for personal services

h. Support of salaries and wages. These standards regarding time distribution are in addition
to the standards for payroll documentation.

(4)  Where employees work on multiple activities or cost objectives, a distribution of
their salaries or wages will be supported by personnel activity reports or equivalent
documentation which meets the standards in subsection 8.h.(5) of this appendix
unless a statistical sampling system (see subsection 8.h.(6)) or other substitute
system has been approved by the cognizant Federal agency. Such documentary
support will be required where employees work on:

(a)
(b)
(c)
(d)

(e)

More than one Federal award,
A Federal award and a non-Federal award,
An indirect cost activity and a direct cost activity,

Two or more indirect activities which are allocated using different
allocations bases, or

An unallowable activity and a direct or indirect cost activity.

(5)  Personnel activity reports or equivalent documentation must meet the
following standards:

(@)

They must reflect an after-the-fact distribution of the actual activity of
each employee,

They must account for the total activity for which each employee
is compensated,

They must be prepared at least monthly and must coincide with one or
more pay periods, and

They must be signed by the employee.

Budget estimates or other distribution percentages determined before the
services are performed do not qualify as support for charges to Federal
awards but may be used for interim accounting purposes, provided that:

(i) The governmental unit’s system for establishing the
estimates produces reasonable approximations of the activity
actually performed;

(i)  Atleast quarterly, comparisons of actual costs to budgeted
distributions based on the monthly activity reports are made. Costs
charged to Federal awards to reflect adjustments made as a result
of the activity actually performed may be recorded annually if the
quarterly comparisons show the differences between budgeted and
actual costs are less than ten percent; and
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(iii) ~ The budget estimates or other distribution percentages are revised at
least quarterly, if necessary, to reflect changed circumstances.

Condition

In our prior-year audit, we reported that Social Services could not substantiate the payroll expenditures
it charged to the Refugee Program. Social Services used funds from four federal programs to administer
California’s Refugee Program. However, Social Services did not require its stafl to complete personnel
activity reports (for example, time sheets) or equivalent documentation to support the actual amount
of time they spend working on activities related to this program. Instead, Social Services used
percentages that were developed a long time ago based on a time study or time studies to charge its
payroll expenditures.

During our follow-up procedures for fiscal year 2007—-08, we found that Social Services did not require
the requisite staff to submit personnel activity reports or equivalent documentation to support the
actual amount of time they spent working on activities related to the Refugee Program. Instead,

it continued to rely on an outdated time study or time studies to charge payroll expenditures to

this program.

According to an analyst in the Refugee Policy Unit in its Refugee Programs Bureau (RPB), the RPB is in
the process of updating its time study process. Specifically, it will be conducting monthly time studies
for all employees for one year beginning in March 2008. After the one-year period, the RPB will analyze
and consider the results to determine how to allocate payroll costs to the various federal grants it uses
to administer the Refugee Program. The RPB plans to review and update, if needed, the time study data
quarterly. However, until it does so, Social Services cannot ensure that only allowable costs are charged
to the program.

Questioned Costs
$1,035,003

This amount represents the total salaries and benefits for the RPB in fiscal year 2007-08. In accordance
with 45 CFR, Part 400.13(c), which states certain administrative costs for the overall management

of the State’s refugee program may be charged to the cash assistance, medical assistance, and related
administrative costs (CMA) grant, the salaries and benefits related to the RPB’s chief and one support
staff have been charged 100 percent to the CMA grant. However, these individuals also work on
activities related to a state-funded program. Social Services did not provide us with the portion of their
salaries and benefits associated with the time they spent on the state-funded program. Therefore, we
were unable to adjust the questioned costs for this amount.

Recommendation

Social Services should ensure that its process for charging compensation for personal services to the
Refugee Program conforms to the requirements of OMB Circular A-87.

Department’s View and Corrective Action Plan

Social Services stated that it concurs with the finding and provided the following response:

+ 'The RPB required staff to complete time studies monthly beginning March 3, 2008. The RPB is in the
process of conducting an annual time study, covering March 2008 through February 2009. The RPB
will use the data from this 12-month period for comparison to the percentages reported on the
2006—07 and 2007-08 Time Reporting Summaries.

+ 'The RPB will use adjusted time study percentages beginning with the April-May-June 2009 quarter,
as appropriate.
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+ Beginning March 2009 the RPB will begin time studying in the middle month of each quarter, as
approved by the federal Office of Refugee Resettlement (ORR).

+ 'The RPB will check with Social Services’ Accounting and Budgets to inquire whether the RPB chief
and support staff need to perform a time study, or if their time can be based on the RPB’s time study

percentages per Social Services’ cost allocation plan.

+ On March 3, 2008, RPB staff began recording monthly time studies for all staff during each work day.

+ On March 20, 2008, RPB requested from ORR approval to move from monthly to quarterly time
studies. On March 21, 2008, ORR approved that request.

Reference Number:

Category of Finding:

State Administering Department:
Federal Catalog Number:

Federal Program Title:

Federal Award Numbers and Years:

2008-2-10

Allowable Cost/Cost Principles

Department of Social Services (Social Services)
93.658

Foster Care—Title 1V-E

0801CA1401; 2008
0701CA1401; 2007

Federal Catalog Number:

Federal Program Title:

Federal Award Numbers and Years:

Criteria

93.659
Adoption Assistance

0801CA1407; 2008
0701CA1407; 2007

TITLE 45—PUBLIC WELFARE, PART 95—GENERAL ADMINISTRATION—GRANT PROGRAMS
(PUBLIC ASSISTANCE, MEDICAL ASSISTANCE AND STATE CHILDREN’S HEALTH
INSURANCE PROGRAMS), Subpart E—Cost Allocation Plans, Section 95.507—Plan Requirements

(b)  The cost allocation plan shall contain the following information:

(7)  If the public assistance programs are administered by local government agencies under a
State supervised system, the overall State agency cost allocation plan shall also include
a cost allocation plan for the local agencies. It shall be developed in accordance with
the requirements set forth above. More than one local agency plan shall be submitted
if the accounting systems or other conditions at the local agencies preclude an equitable
allocation of costs by the submission of a single plan for all local agencies. Prior to
submitting multiple plans for local agencies, the State should consult with the Director,
DCA. Where more than one local agency plan is submitted, the State shall identify the
specific local agencies covered by each plan.
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TITLE 45—PUBLIC WELFARE, PART 95—GENERAL ADMINISTRATION—GRANT PROGRAMS
(PUBLIC ASSISTANCE, MEDICAL ASSISTANCE AND STATE CHILDREN’S HEALTH
INSURANCE PROGRAMS), Subpart E—Cost Allocation Plans, Section 95.517—Claims for Federal
Financial Participation

(a) A State must claim FFP for costs associated with a program only in accordance with its approved
cost allocation plan. However, if a State has submitted a plan or plan amendment for a State
agency it may, at its option, claim FFP based on the proposed plan or plan amendment unless
otherwise advised by the DCA. However, where a State has claimed costs based on a proposed
plan or plan amendment the State, if necessary, shall retroactively adjust its claims in accordance
with the plan or amendment as subsequently approved by the Director, DCA. The State may also
continue to claim FFP under its existing approved cost allocation plan for all costs not affected
by the proposed amendment.

Condition

Social Services does not have adequate internal controls in place to ensure that county welfare
departments are claiming costs according to the cost allocation plan for local agencies. Social Services
submits to the U.S. Department of Health and Human Services a cost allocation plan for the county
welfare departments (local agency CAP) that describes the allocation basis and direct charge rationale
for charging programs and projects supported by federal funds. The counties charge these program
costs on the county expense claims (CECs) that they submit quarterly to Social Services. However,
Social Services does not have a process in place to ensure that the costs that are reflected on the CECs
are calculated in accordance with the local agency CAP. Specifically, Social Services does not require
counties to submit supporting documentation with their quarterly CECs, nor does Social Services
conduct site visits during the award year to review the counties’ processes related to capturing and
allocating the costs reported in the CECs they submit.

Social Services does provide guidance to the counties on how to complete their CECs in quarterly time
study and claiming instructional fiscal letters, which reflect any changes in program code descriptions
and the local agency CAP. Social Services also provides the counties the template for completing the
CEC. However, these procedures do not provide reasonable assurance that the counties are adhering
to the local agency CAP. Until Social Services can ensure counties are following the cost reporting
methodologies described in the local agency CAP, it lacks assurance that the counties are claiming only
allowable costs.

Questioned Costs

Unknown

Recommendation

Social Services should develop a process and procedures to ensure counties are adhering to the local
agency CAP and claiming only allowable costs.

Department’s View and Corrective Action Plan

Social Services stated that it does not concur with this finding for the following reasons:

The CEC is an automated process that is based entirely on the federally approved Cost Allocation Plan
for local assistance. This automated database application allows counties areas to input data; however it

does not allow counties to modify the programming that executes the CEC. Social Services would like
the reader to refer to its response to the Bureau of State Audits’ finding number 2008-1-13.

The CEC incorporates the following controls into the system:
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+ Allapproved cost allocation codes are embedded in the claim template and cannot be modified by
the counties.

+ The cost allocation codes allocate the identified costs to the appropriate program funding sources
based on federally approved methodologies. These methodologies and formulas are embedded in the
claim template. The counties cannot modify the formulas.

+ The county costs are determined through a federally approved time study methodology.
+ The CEC claiming instructions and county template are updated each quarter.

The CEC, in its various stages of automation from 20/20, Unify, Lotus and to the current FoxPro
version, has proven to be an effective tool for capturing, reporting and allocating county administrative
costs in accordance with approved cost allocation principles. The Cost Allocation Plan and
methodology for capturing, allocating and reporting the county administrative expenditures has been
approved by the federal government.

Auditor’s Comments on Department’s View

Social Services’ response does not address the basis of the Bureau of State Audits (BSA) finding.
Specifically, Social Services is focusing on the CEC process while the BSA is concerned with the
data that is input into the CEC. Social Services’ current process for paying counties does not provide
a reasonable assurance that the data entered into the CEC was obtained through a process that is
compliant with the local agency CAP.

Although Social Services stated that “county costs are determined through a federally approved time
study methodology”, it did not address how it ensures the counties are following this methodology. The
primary basis for distributing costs through the local agency CAP is individual caseworker time studies.
Additionally, according to the local agency CAP, the 40 largest counties must identify their clerical and
support salaries using a separate time study/time certification process and submit a Support Staff Time
Reporting Plan annually to Social Services for review. However, Social Services did not provide us any
evidence that it conducts these reviews.

The cost allocation process is complex and errors can occur in the time study process. For example, as
we point out in our finding number 2008-2-11, Social Services’ Sacramento district office accidentally
included an employee’s time-reporting document twice, which affected the allocation of federal funds

for that program. 1t is possible that similar errors can be occurring in the counties’ time study processes.

Thus, the BSA stands by its conclusion that until Social Services can ensure counties are following the
cost-reporting methodologies described in the local agency CAD, it lacks assurance that the counties are
claiming only allowable costs.

Reference Number: 2008-2-11

Federal Catalog Number: 93.659

Federal Program Title: Adoption Assistance
Federal Award Numbers and Years: 0801CA1407, 2008

0701CA1407, 2007
Category of Finding: Allowable Costs/Cost Principles

State Administering Department: Department of Social Services (Social Services)
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Criteria

TITLE 45—PUBLIC WELFARE, PART 95—GENERAL ADMINISTRATION—GRANT PROGRAMS
(PUBLIC ASSISTANCE, MEDICAL ASSISTANCE AND STATE CHILDREN’S HEALTH
INSURANCE PROGRAMS), Subpart E—Cost Allocation Plans, Section 95.517—Claims for Federal
Financial Participation

(a) A State must claim FFP for costs associated with a program only in accordance with its approved
cost allocation plan. However, if a State has submitted a plan or plan amendment for a State
agency it may, at its option, claim FFP based on the proposed plan or plan amendment unless
otherwise advised by the DCA. However, where a State has claimed costs based on a proposed
plan or plan amendment the State, if necessary, shall retroactively adjust its claims in accordance
with the plan or amendment as subsequently approved by the Director, DCA. The State may also
continue to claim FFP under its existing approved cost allocation plan for all costs not affected
by the proposed amendment.

CALIFORNIA DEPARTMENT OF SOCIAL SERVICES STATE COST ALLOCATION PLAN FOR
DIRECT AND INDIRECT COSTS—FY 2007-08, Chapter 111, Step IV—Basis for Time Reporting

R-3 Group Percentages: Single programs and multi-program units in which the structure and
workload permit the assignment of a specific number of personnel to a particular program. This
enables the unit to readily identify the time spent on a specific program. The unit completes a
Group Activity Percentage Time Reporting Summary showing the percentage of time spent on
each program.

Condition

Social Services’” Adoptions Services Bureau (Adoptions Services) did not comply with its public
assistance cost allocation plan. Specifically, the percentages for Adoptions Services” Sacramento
district office that were submitted for the first quarter of fiscal year 2007—08 contained an error in

the Group Activity Percentage Time Reporting Summary. The error occurred because one employee
inadvertently submitted two individual time summaries, which understated the amount charged to the
federal government by roughly $7,200. According to the manager of the district office, this error was
an oversight because she reviews the time summaries before they are sent to the fiscal services bureau.
Nevertheless, errors such as this one hinder Social Services ability to accurately charge costs to the
program in accordance with its public assistance cost allocation plan.

Questioned Costs

Social Services undercharged the federal government $7,239.

Recommendation

Social Services should ensure that it accurately charges time spent on the program in accordance with
its approved state public assistance cost allocation plan.

Department’s View and Corrective Action Plan

Social Services stated that it concurs with the finding. An adoptions specialist submitted her time study
report inaccurately. She resubmitted the time study report with the appropriate federal allocations.
Clerical staff failed to pull the first report and both studies were calculated into the statistical report.
The figures were recalculated and submitted with the corrected information.

The adoptions district office manager has been counseled by Adoptions Services’ central office about
this error. Adoptions Services’ central office will be instructing all district office managers to review
all time study reports. The managers will supervise clerical staff and review time studies as they are
submitted on a bimonthly basis.
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Reference Number: 2008-3-10
Federal Catalog Number: 93.563
Federal Program Title: Child Support Enforcement (CSE)
Federal Award Numbers and Years: 0804C A4004; 2008

0704CA4004; 2007
Category of Finding: Cash Management
State Administering Department: Department of Child Support Services (Child

Support Services)

Criteria

TITLE 45—PUBLIC WELFARE, PART 304—OQFFICE OF CHILD SUPPORT ENFORCEMENT
(CHILD SUPPORT ENFORCEMENT PROGRAM), ADMINISTRATION FOR CHILDREN AND
FAMILIES, U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES—FEDERAL FINANCIAL
PARTICIPATION, Section 304.10—General Administrative Requirements

As a condition for Federal financial participation, the provisions of Part 74 of this title (with the
exception of 45 CFR 74.23, Cost Sharing or Matching and 45 CFR 74.52, Financial Reporting)
establishing uniform administrative requirements and cost principles shall apply to all grants made to
States under this part.

TITLE 45—PUBLIC WELFARE, PART 74—UNIFORM ADMINISTRATIVE REQUIREMENTS
FOR AWARDS AND SUBAWARDS TO INSTITUTIONS OF HIGHER EDUCATION, HOSPITALS,
OTHER NONPROFIT ORGANIZATIONS, AND COMMERCIAL ORGANIZATIONS,

Subpart C—Post-Award Requirements—Financial and Program Management, Section 74.21—
Standards for Financial Management Systems

(b)(3) Recipients’ financial management systems shall provide for the following: Effective control over
and accountability for all funds, property, and other assets.

Recipients shall adequately safeguard all such assets and assure they are used solely for
authorized purposes.

TITLE 45—PUBLIC WELFARE, PART 74—UNIFORM ADMINISTRATIVE REQUIREMENTS
FOR AWARDS AND SUBAWARDS TO INSTITUTIONS OF HIGHER EDUCATION, HOSPITALS,
OTHER NONPROFIT ORGANIZATIONS, AND COMMERCIAL ORGANIZATIONS,

Subpart C—Post-Award Requirements, Section 74.22—Payment

(a)  Unless inconsistent with statutory program purposes, payment methods shall minimize the time
elapsing between the transfer of funds from the U.S. Treasury and the issuance or redemption
of checks, warrants, or payment by other means by the recipients. Payment methods of State
agencies or instrumentalities shall be consistent with Treasury-State CMI1A agreements, or the
CMIA default procedures codified at 31 CFR 205.9, to the extent that either applies.

TITLE 31—MONEY AND FINANCE: TREASURY, CHAPTER II—FISCAL SERVICE,
DEPARTMENT OF THE TREASURY, PART 205—RULES AND PROCEDURES FOR EFFICIENT
FEDERAL-STATE FUNDS TRANSFERS, Subpart A, Rules Applicable to Federal Assistance Programs
Included in a Treasury-State Agreement, Section 205.6—W hat ls a Treasury-State Agreement?
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(a) A Treasury-State agreement documents the accepted funding techniques and methods for
calculating interest agreed upon by us and a State and identifies the Federal assistance programs
governed by this subpart A. If anything in a Treasury-State agreement is inconsistent with this
subpart A, that part of the Treasury-State agreement will not have any effect and this subpart A
will govern.

(b) A Treasury-State agreement will be effective until terminated unless we and a State agree to a
specific termination date. We or a State may terminate a Treasury-State agreement on 30 days
written notice.

TITLE 31—MONEY AND FINANCE: TREASURY, CHAPTER I1—FISCAL SERVICE,
DEPARTMENT OF THE TREASURY, PART 205—RULES AND PROCEDURES FOR EFFICIENT
FEDERAL-STATE FUNDS TRANSFERS, Subpart A, Rules Applicable to Federal Assistance Programs
Included in a Treasury-State Agreement, Section 205.9—What Is a Treasury-State Agreement?

(c) Funding techniques to be applied to Federal assistance programs subject to this subpart A.

CASH MANAGEMENT IMPROVEMENT ACT AGREEMENT BETWEEN THE STATE OF
CALIFORNIA AND THE SECRETARY OF THE TREASURY, UNITED STATES DEPARTMENT
OF THE TREASURY, PART 6—FUNDING TECHNIQUES, Section 6.2—Description of

Funding Techniques

Pre-Issuance

The State shall request funds such that they are deposited in a State account not more than three
business days prior to the day the State makes a disbursement. The request shall be made in accordance
with the appropriate Federal agency cut-off time specified in Exhibit I. The amount of the request shall
be the amount the State expects to disburse. This funding technique is interest neutral.

Monthly Estimate/Monthly Draw— Administrative Costs

Monthly operating and equipment expenditures shall be estimated monthly and estimated on the
median day of the month. The State shall request payroll funds such that they are deposited to coincide
with the State’s monthly payroll cycle. The amount of the requests shall be an estimate of expenditures
based on historical data. The request shall be made in accordance with the appropriate Federal agency
cut-off time specified in Exhibit 1. The estimate will be reconciled to actual costs within 45 days

after the end of the month, and future draws will be adjusted accordingly. This funding technique is
interest neutral.

CASH MANAGEMENT IMPROVEMENT ACT AGREEMENT BETWEEN THE STATE OF
CALIFORNIA AND THE SECRETARY OF THE TREASURY, UNITED STATES DEPARTMENT
OF THE TREASURY, PART 6—FUNDING TECHNIQUES, Section 6.3 Application of Funding
Techniques to Programs, Section 6.3.2 Programs

93.563 Child Support Enforcement

Component: Payroll/Operating expenses

Technique: Monthly Estimate/Monthly Draw—Administrative Costs
Component: Payments to local agencies

Technique: Pre-Issuance

Condition

Child Support Services lacks adequate policies and procedures to provide reasonable assurance that
cash management requirements are met for drawing federal funds for the CSE program administrative
costs. Specifically, Child Support Services failed to consistently follow the funding technique specified
in the Treasury-State Agreement (TSA) during state fiscal year 2007-08. The funding technique
described in the agreement states that Child Support Services will estimate monthly operating and
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equipment expenditures on the median day of the month and base that estimate on historical data.
However, Child Support Services currently draws down only the amount of actual expenditures
incurred up until the median day of the month instead of using historical data to estimate the amount
expended as well as the amount it expects to expend during the remainder of the month. Child Support
Services subsequently draws the actual amount of expenditures for the second half of the month during
the next month’s estimate. Child Support Services’ current methodology relies on the State to pay for
the expenditures until the federal government reimburses it. As a result, the State foregoes earning
interest on these funds. Child Support Services has chosen not to estimate and draw down funds in
advance for the second half of the month because of possible large changes in expenditures from month
to month that it believes could skew the estimate. Nevertheless, Child Support Services’ current process
is not in compliance with the TSA.

Child Support Services also experienced difficulty conducting aspects of this process in a timely
manner. Specifically, Child Support Services did not estimate operating and equipment expenditure
costs on the required median day of the month for four of the eight months during fiscal year 2007-08
that it drew down federal funds for these purposes. The estimates were generally prepared two to

five days after the required date. Child Support Services only drew down federal funds for eight of

the 12 months for several reasons. For the first two months, it did not make an operating and
equipment expenditure draw because the State’s budget had not been approved. Later in the fiscal
year, Child Support Services did not make operating and equipment expenditure draws in two months
because of insufficient fund and award balances. Additionally, Child Support Services did not reconcile
operating and equipment expenditure estimates within the required 45 days of the end of the month on
four occasions. Reconciliations for these four months occurred 48 to 81 days after the required dates.

In addition, Child Support Services did not always use accurate information to calculate the median

day estimate for two of the eight months we reviewed. Instead of including the total mid-month
expenditures in the median day estimate, Child Support Services omitted more than $300,000

of expenditures in November 2007 and more than $80,000 of expenditures in January 2008, which
resulted in inaccurate draws. A Child Support Services accounting administrator indicated that a keying
error and a line item omission resulted in the November 2007 error, and that a line item omission
resulted in the January 2008 error.

Finally, Child Support Services used the pre-issuance funding technique for certain operating

and equipment expenditures, contrary to instruction set forth in the TSA. As a result, more than
$2.9 million was drawn using this process, and not the required monthly estimate/monthly draw
process. The Department of Finance (Finance) stated that it has no objection to Child Support
Services’ use of this technique as long as these draws are not happening on a regular basis and only
occur when Child Support Services does not have sufficient funds available in its clearing account to
pay all obligations. Finance is planning to revise the TSA for either state fiscal year 2008—09 or for the
following year to add language explicitly allowing Child Support Services to deviate from the monthly
estimate/monthly draw technique when its funds run low. However, according to a Child Support
Services accounting administrator, Child Support Services generally uses this technique whenever
expenditures are charged that are reimbursed entirely from federal funds in contrast to the principles
outlined by Finance.

Questioned Costs

Not applicable.

Recommendations

Child Support Services should follow the requirements specified in the TSA, including conducting

the estimate and reconciliation processes in a timely manner and accurately estimating the amount of
the entire month’s expenditures. Child Support Services should also work with Finance to include a
disclosure in the TSA that describes its use of the pre-issuance funding technique for certain categories
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of operating and equipment expenditures. If the techniques described in the current TSA do not meet
Child Support Services’ needs, it should work with Finance to establish funding techniques that better
fit its needs.

Department’s View and Corrective Action Plan

Child Support Services concurs with the finding and is in the process of revising the monthly plan of
financial adjustments (PFA) procedures to utilize historical data as the basis to ensure that the transfers
are processed in a timely manner. However, Child Support Services does have outside constraints; for
example, the lack of a state budget and/or budget restrictions that may be imposed by control agencies
that affect our timeliness and/or ability to strictly utilize a historical process as a basis.

Procedures are also being revised to incorporate a review or cross-checking process to ensure that the
PFAs are accurate.

In 2007-08, Child Support Services had received affirmation from Finance that the pre-issuance
technique Child Support Services occasionally used was appropriate, and no changes to the TSA were
necessary. Due to the current audit, Child Support Services once again contacted Finance, which
resulted in Finance’s agreement to incorporate the pre-issuance technique into the 2009-10 TSA.

Reference Number: 2008-3-11
Federal Catalog Number: 93.959
Federal Program Title: Block Grants for Prevention and Treatment of

Substance Abuse (SAPT)

Federal Award Numbers and Years: 08B1CASAPT; 2008
07B1CASAPT; 2007

Category of Finding: Cash Management

State Administering Department: Department of Alcohol and Drug

Programs (ADP)

Criteria

TITLE 31—MONEY AND FINANCE: TREASURY, CHAPTER I1—FISCAL SERVICE,
DEPARTMENT OF THE TREASURY, PART 205—RULES AND PROCEDURES FOR EFFICIENT
FEDERAL-STATE FUNDS TRANSFERS, Subpart A, Rules Applicable to Federal Assistance Programs
Included in a Treasury-State Agreement, Section 205.6—W hat Is a Treasury-State Agreement?

(a) A Treasury-State agreement documents the accepted funding techniques and methods for
calculating interest agreed upon by us and a State and identifies the Federal assistance programs
governed by subpart A. If anything in a Treasury-State Agreement is inconsistent with this
subpart A, that part of the Treasury-State agreement will not have any effect and this subpart A
will govern.

TITLE 45—PUBLIC WELFARE, PART 96—BLOCK GRANTS, Subpart C—Financial Management,
Section 96.30—Fiscal and Administrative Requirements

(a)  Fiscal control and accounting procedures. Except where otherwise required by Federal law or
regulation, a State shall obligate and expend block grant funds in accordance with the laws and
procedures applicable to the obligation and expenditure of its own funds. Fiscal control and
accounting procedures must be sufficient to (a) permit preparation of reports required by the
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statute authorizing the block grant and (b) permit the tracing of funds to a level of expenditure
adequate to establish that such funds have not been used in violation of the restrictions and
prohibitions of the statute authorizing the block grant.

Condition

ADP advances one-twelfth of the counties’ annual allocation to them on a monthly basis. On

August 17, 2007, the Department of Finance and the U.S. Department of the Treasury executed a Cash
Management Improvement Act Treasury-State Agreement (TSA) for fiscal year 2007-08. According
to the TSA, ADP must use the pre-issuance funding technique to make payments to the counties. This
funding technique requires the State to request federal funds such that they are deposited in a state
account not more than three business days prior to the day the State makes a disbursement.

We tested 45 advance payments ADP made to the counties and found three in which the State
disbursed the funds to the counties four business days after the funds were deposited in the State’s
account. The State’s delays in making the disbursements occurred because either the State Controller’s
Office (SCO) identified an insufficient balance remaining on the contract for one of the payments
submitted on the claim schedule or the SCO noted that there were insufficient funds available to
process the claim schedules.

Additionally, we noted an instance in which the State disbursed the funds to a noncounty subgrantee 33
business days subsequent to the transfer of federal funds to the state account. Specifically, ADD
received the federal funds on October 30, 2007, but the payment was not made to the subgrantee until
December 18, 2007, primarily because the SCO rejected the claim schedule on November 7, 2007, due
to insufficient funds. As a result of these errors, ADP was not in compliance with the TSA.

Recommendation

ADP should ensure that it submits accurate claims and has sufficient federal funds available before
sending them to the SCO for payment.

Questioned Costs

Not applicable.

Department’s View and Corrective Action Plan

ADP concurs that disbursement of funds was delayed in the examples cited. ADP would like to point
out, however, that the vast majority of its transactions have been timely; an analysis of all pre-issuance
funding for fiscal year 2007—08 showed that the weighted average was 1.93 days—well within the
required three days.

The SAPT block grant is not part of the fiscal year 2008—09 TSA; therefore, ADP is unable to
implement a corrective action plan specific to the Cash Management Improvement Act. However, the
ADP will continue to use its existing procedures to ensure disbursement of federal funds occurs in a
timely manner.

It is important to correct the Bureau of State Audits’ (BSA) characterization of payments to the counties
as “advances” ADP disburses funds monthly in arrears, per California Health and Safety Code, Section
11758.12: “These net amounts . . . shall be disbursed to participating counties monthly in arrears...”

Auditor’s Comments on Department’s View

The BSA believes its characterization of the payments to counties as advances is appropriate. The
federal regulations related to SAPT allow ADP and its subgrantees to expend SAPT funds over

a 24-month period. In its contracts with subgrantees, ADP states that “the State will reimburse

the contractor monthly in arrears an amount equal to one-twelfth of the amount encumbered for the
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negotiated net amount (NNA) portion of the approved contract or the most recent allocation based

on the Budget Act allocation, whichever is less. However, based on expenditure information submitted
by the counties in the Quarterly Federal Financial Management Report (QFFMR), the State may adjust
monthly payments of encumbered federal funds to extend the length of time (not to exceed 21 months)
over which payments of federal funds will be made”

Because ADP is issuing monthly payments to its subgrantees based on either their NNA or their budget
allocation and the subgrantees are receiving the funds before they are required to demonstrate they
have incurred the expenditures, the BSA believes it is appropriate to characterize ADP’s payments to

its subgrantees as advances. The BSA would also like to point out that ADP’s statement in its contract
“the State will reimburse the contractor” is incorrect because a reimbursement can only occur after the
subgrantees have presented ADP with a reimbursement claim that includes documentation to support
their actual expenditures incurred.

Reference Number: 2008-3-13
Federal Catalog Number: 93.958
Federal Program Title: Block Grants for Community Mental

Health Services

Federal Award Number and Year: 2B09SM010005-07; 2007
Category of Finding: Cash Management
State Administering Department: Department of Mental Health (Mental Health)

Criteria

TITLE 45—PUBLIC WELFARE AND HUMAN SERVICES, PART 96—BLOCK GRANTS,
Subpart C—Financial Management, Section 96.30—Fiscal and Administrative Requirements

(a)  Fiscal control and accounting procedures. Except where otherwise required by Federal law or
regulation, a State shall obligate and expend block grant funds in accordance with the laws and
procedures applicable to the obligation and expenditure of its own funds.

WELFARE AND INSTITUTIONS CODE, Section 5713

Advances for funding mental health services may be made by the Director of Mental Health from funds
appropriated to the department for local mental programs and services specified in the annual Budget
Act. Any advances made pursuant to this section shall be made in the form and manner the Director

of Mental Health shall determine. When certified by the Director of Mental Health, advances shall be
presented to the Controller for payment. Each advance shall be payable from the appropriation made
for the fiscal year in which the expenses upon which the advance is based are incurred. The advance
may be paid monthly in 12 equal increments but the total amount advanced in one fiscal year shall not
exceed 95 percent of the county’s total allocation for that year.

STATE OF CALIFORNIA 2007-08 FINAL BUDGET SUMMARY, CHAPTER 171/172, Page 406,
Provision 2

The Department of Mental Health may authorize advance payments of federal grant funds on a
monthly basis to the counties for grantees. These advance payments may not exceed one-twelfth of
Section 2.00 of the individual grant award for the 2007—-08 fiscal year.
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Condition

In our prior-year audit, we reported that Mental Health's procedures for monitoring the Substance
Abuse and Mental Health Services Administration’s Block Grants for Community Mental Health
Services (SAMHSA CMHS) did not adequately ensure that the advances made to counties were
appropriate. Specifically, the formula in an Excel spreadsheet that Mental Health used to verify that
the counties did not have cash balances that were more than 15 percent of their monthly expenditures
was flawed, and the 15 percent calculation was based on old information that often did not reflect the
counties’ current balances. Further, Mental Health did not follow the procedures that stipulate that

a county’s advance must be adjusted or not made when a county’s cash balance exceeds 15 percent of
its monthly expenditures. Finally, Mental Health’s procedures did not require a supervisory review and
approval of monthly advance amounts.

During our follow-up procedures for fiscal year 2007-08, we found that Mental Health did not
implement procedures to address this finding. We observed that Mental Health continued to use the
same procedures for fiscal year 2007—08 to determine the amount to pay counties, including using

the same flawed spreadsheet. According to its program staff, Mental Health has revised the spreadsheet,
and it will be implemented in fiscal year 2009—-10. During our review of payment authorizations for
fiscal year 2007—08, we found only one instance where, according to Mental Health’s calculations, a
county had excessive cash on hand and still received an unadjusted payment. However, we reported

last year that this spreadsheet should not be relied upon to make an accurate determination of counties’
cash on hand. Finally, Mental Health has yet to require a supervisory review and approval of the
monthly advance amounts.

These deficiencies continue to hamper Mental Health’s determination of acceptable cash balances for
the counties and its ability to make appropriate adjustments to their cash advances if needed. Further,
until it addresses these issues, it cannot demonstrate that the amount of federal funds it is requesting
represents its actual immediate cash requirement for carrying out the program.

Questioned Costs

Not applicable.

Recommendations

Mental Health should establish procedures to accurately monitor county SAMHSA CMHS cash
balances and to adjust its advances to them in accordance with its procedures. Mental Health should
also document any exceptions and require supervisory review of payment authorizations prior to
submitting the authorizations to the accounting unit.

Department’s View and Corrective Action Plan

Mental Health stated it will establish and implement procedures to accurately monitor county
SAMHSA CMHS cash balances. Mental Health also stated that its practice of providing advances to
counties has been discontinued. Finally, Mental Health stated it will also document any exceptions and
require supervisory review of payment authorizations prior to submitting the authorizations to the
accounting unit.
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Reference Number: 2008-5-1

Federal Catalog Number: 93.044

Federal Program Title: Special Programs for the Aging—Title 111,
Part B—Grants for Supportive Services and
Senior Centers

Federal Award Numbers and Years: 08AACAT3SP; 2008
07AACAT3SP; 2007

Category of Finding: Eligibility

State Administering Department: Department of Aging (Aging)

Federal Catalog Number: 93.045

Federal Program Title: Special Programs for the Aging—Title 111,
Part C—Nutrition Services

Federal Award Numbers and Years: 08AACAT3SP; 2008
07AACAT3SP; 2007

Federal Catalog Number: 93.053

Federal Program Title: Nutrition Services Incentive Program

Federal Award Numbers and Years: 08AACANSIP; 2008
07AACANSIP; 2007

Criteria

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 35—PROGRAMS FOR OLDER
AMERICANS, SUBCHAPTER 1l1—Grants for State and Community Programs on Aging,

Section 3027—State Plans

(a)(1) The plan shall—

(A)  require each area agency on aging designated under section 3025(a)(2)(A) of this title
to develop and submit to the State agency for approval, in accordance with a uniform
format developed by the State agency, an area plan meeting the requirements of

section 3026 of this title.

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 35—PROGRAMS FOR OLDER
AMERICANS, SUBCHAPTER Il1—Grants for State and Community Programs on Aging,

Section 3025—Designation of State Agencies

(a)(2) the State agency shall—

(C) in consultation with area agencies, in accordance with guidelines issued by the Assistant
Secretary, and using the best available data, develop and publish for review and comment
a formula for distribution within the State of funds received under this subchapter that

takes into account—

(i) the geographical distribution of older individuals in the State; and
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(ii)  thedistribution among planning and service areas of older individuals with greatest
economic need and older individuals with greatest social need, with particular
attention to low-income minority older individuals.

(D) submit its formula developed under subparagraph (C) to the Assistant Secretary
for approval.

Condition

The U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement

(A-133 Compliance Supplement) issued in March 2008 suggests auditors perform procedures to verify
amounts awarded to subrecipients were within funding limits. Our review found that Aging did not
always maintain supporting documentation for certain amounts used in its calculation of awards to its
subgrantees. Specifically, federal law allows Aging to use a portion of its grant to conduct an effective
ombudsman program. In calculating its fiscal year 200708 allocation, Aging deducted $889,000 from
its federal fiscal year 2007 grant for the ombudsman program but could not provide supporting
documentation for this amount. Additionally, federal law requires that Aging place special emphasis
on older individuals with the greatest economic or social need, with particular attention to low-income
minority older individuals. According to the intrastate funding formula found in its state plan, Aging
takes this into account by defining older as age 60 and above and by assigning weights to factors such
as income levels, minority status, and geographical areas. However, Aging could not provide the
census and low income data it used to calculate the weighted factor for each of its subgrantees. Thus,
we were unable to determine whether Aging’s awards to its subgrantees were within the funding
limits outlined in its state plan. According to a program analyst, the employee who prepared the
2007-08 allocation no longer works for Aging, and the program analyst was unable to locate any of
the supporting documentation. The program analyst also stated that he has taken steps to ensure that
supporting documentation exists for the 2008—09 allocation.

Questioned Costs

Not applicable.

Recommendations

To the extent possible, Aging should recreate its fiscal year 2007-08 allocation to subgrantees and
retain all documentation pertaining to the calculation as evidence of its compliance with the eligibility
requirements. If differences exist between the original calculation and the revised calculation, Aging
should adjust these amounts on its next annual allocation. Aging should also ensure that for future
allocations it documents the methodology used and retains all supporting documentation.

Department’s View and Corrective Action Plan
Ombudsman’s $889,000 State Operations:

The Older Americans Act provides that the State Unit on Aging may determine the amount of the
federal grant it uses to support the Office of the State Long Term Care Ombudsman (OSLTCO).

The amount budgeted and deducted in fiscal year 2007—08 represents a historical baseline of support.
Aging is in the process of documenting the methodology used to determine the federal portion. Staff
will also prepare procedures that identify what supporting documentation must be retained in the file
in order to ensure that federal requirements have been met.

Demographics Supporting The 2007-08 Allocations:

Aging appreciates the issues raised by the Bureau of State Audits (BSA). As recommended, staff will
prepare procedures that cover the processes of both the data and budget teams in order to ensure
that the methodology is consistent with federal requirements, processes are clearly documented, and
new staff coming in is aware they must retain the appropriate supporting documentation in clearly
marked files.
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Subsequent to the BSA’s exit, Aging’s budget staff identified supporting demographic data for the fiscal
year 2007-08 allocations, which will be provided upon request.

Aging’s data team is in the process of validating the demographic data they prepared and provided

to the budget staftf when the fiscal year 200708 allocations were originally made. Aging does not
anticipate a need to recreate or revise the allocation as suggested in the BSA’'s recommendations. If the
data cannot be validated for any reason, Aging will re-evaluate the appropriate course of action.

Reference Number: 2008-5-6

Federal Catalog Number: 93.568

Federal Program Title: Low-Income Home Energy Assistance (LIHEAP)

Federal Award Numbers and Years: G-08B1CALIEA; 2008
G-07B1CALIEA; 2007

Category of Finding: Eligibility

State Administering Department: Department of Community Services and
Development (CSD)

Criteria

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 94—LOW-INCOME ENERGY
ASSISTANCE, SUBCHAPTER II—LOW-INCOME HOME ENERGY ASSISTANCE, Section 8624—
Applications and Requirements

(b)  Certifications required for covered activities

As part of the annual application required by subsection (a) of this section, the chief executive
officer of each State shall certify that the State agrees to—

(2)  make payments under this subchapter only with respect to—
(B)  households with incomes which do not exceed the greater of—
(i) an amount equal to 150 percent of the poverty level for such State; or

(i)  anamount equal to 60 percent of the State median income.

TITLE 8—ALIENS AND NATIONALITY, CHAPTER 14—RESTRICTING WELFARE AND PUBLIC
BENEFITS FOR ALIENS, SUBCHAPTER I—ELIGIBILITY FOR FEDERAL BENEFITS, Section 1611—
Aliens Who Are Not Qualified; Aliens Ineligible for Federal Public Benefits

(a)  Ingeneral

Notwithstanding any other provision of law and except as provided in subsection (b) of this
section, an alien who is not a qualified alien (as defined in section 1641 of this title) is not eligible
for any Federal public benefit (as defined in subsection (c) of this section).

TITLE 8—ALIENS AND NATIONALITY, CHAPTER 14—RESTRICTING WELFARE AND PUBLIC
BENEFITS FOR ALIENS, SUBCHAPTER IV—GENERAL PROVISIONS, Section 1642—Verification of
Eligibility for Federal Public Benefits

(d)  No verification requirement for nonprofit charitable organizations
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Subject to subsection (a) of this section, a nonprofit charitable organization, in providing

any Federal public benefit (as defined in section 1611(c) of this title) or any State or local
public benefit (as defined in section 1621(c) of this title), is not required under this chapter to
determine, verify, or otherwise require proof of eligibility of any applicant for such benefits.

Condition

CSD contracts with local agencies to make eligibility determinations and to provide assistance

under LIHEAP to eligible participants residing in their service areas. However, local agencies did

not always maintain sufficient documentation such as applicants’ monthly income or citizenship

status to substantiate their eligibility determinations. Specifically, our review of 24 (26.7 percent) of

the 90 applicant files tested found that local agencies did not provide us with sufficient documents
supporting applicants’ monthly income amounts. For example, CSD’s LIHEAP Eligibility and
Verification Guide (guide) states that proof of income documents submitted by the applicant must be
within six weeks of the applicant’s intake date, which is the date the applicant applies for the services.
Yet, in 15 instances local agencies accepted documents from applicants that were up to 19 months from
the applicants’ intake dates. In other instances, local agencies did not provide sufficient documentation
supporting the amount of the applicants’ incomes. For example, one local agency allowed the applicant
to provide a signed statement regarding the receipt of spousal support when CSD’s guide requires
applicants to provide a current signed and dated statement from the person providing the support.

We also found that public local agencies did not obtain sufficient citizenship documentation for

six (26.1 percent) of 23 applicants. For five of these applicants, the public local agencies relied on

the birth certificates of the applicants’ children to establish citizenship rather than the applicants’ own
birth certificates. CSD’s guide lists acceptable citizenship documents such as the applicant’s U.S. birth
certificate and passport. Also, according to a CSD manager, the use of a child’s birth certificate is

an unacceptable practice. For the sixth applicant, the public local agency did not provide us with

any documentation to substantiate the applicant’s citizenship. When local agencies do not follow
appropriate CSD guidance for eligibility determinations, they may inappropriately allow ineligible
applicants to receive LIHEAP benefits.

Additionally, we found that CSD’s computer system used to track intake and eligibility determinations
contained an error that could have affected local agencies’ eligibility determinations for certain
applicants. We also found similar errors in CSD’s published guide. Specifically, in its computer systern,
CSD incorrectly coded the monthly income limit for a household size of 18 at $5,828, which is $112
lower than the actual monthly income limit of $5,940. CSD also incorrectly coded the annual income
limit for a household size 18 as $69,932, which is $1,345 lower than it should have been. Further, in

its 2008 guide CSD published an incorrect maximum monthly income for a household size of 18

as $6,046, which is $106 higher than the $5,940 it should have been. CSD also published incorrect
maximum annual income amounts for household sizes ranging from 10 through 17, resulting in
errors included in annual amounts that were either $95 too low or $1,273 too high. Although our
eligibility testing revealed no instances when incorrect eligibility determinations were made based

on these incorrect amounts, local agencies that relied on them may have inappropriately approved or
disapproved applicants for LIHEAP services. A CSD manager attributed the mistaken income amounts
to typographical errors.

Finally, we noted that the flexibility CSD allows when calculating monthly income amounts could lead
local agencies to inappropriately approve some applicants whose monthly income amounts would
otherwise make them ineligible. CSD calculates limits on monthly income for determining the eligibility
of applicants from various household sizes using factors that include the median annual income for a
California family of four, as determined by the U.S. Census Bureau. However, when applicants present
local agencies with income documents that are weekly or biweekly, CSD’s guide allows local agencies to
calculate an applicant’s monthly income amount by using multipliers of 4 or 4.333 for weekly income
amounts and either 2 or 2.167 for biweekly income amounts. When local agencies use 4 as a multiplier
for weekly income amounts or 2 for biweekly income amounts, they could inappropriately approve
some applicants whose monthly income would otherwise exceed federal annual income standards.
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For example, if a local agency applied a multiplier of 4 to an applicant’s weekly income of $880, the
calculated monthly income would be $3,520, or $42,240, which equates to a 48-week year. With a
household size of four, the applicant would be within the maximum income limit of $3,535.58 per
month, or $42,427 annually, for LIHEAP eligibility. However, if a local agency applies a multiplier of
4.333, the calculated monthly income would be $3,813.04, or $45,756.48 annually, which equates to a
52-week year. With a household size of four, this applicant would be above the maximum income limit
and deemed ineligible to receive assistance. A CSD manager stated that it provided local agencies this
flexibility because CSD is guided by the need to grant “local determination” and that it allows local
agencies to determine which method to use to calculate income as long as they use it consistently.

Questioned Costs

Payments of $7,022.78 to nine applicants out of a total of $58,257.10 in payments to our sample of
90 applicants.

Recommendations

CSD should ensure that local agencies use only acceptable documentation to verify applicants’ income
and citizenship. CSD should also ensure that local agencies maintain adequate documentation to
support their eligibility determinations for LIHEAP applicants. Further, before using its computer
system to verify eligibility and before publishing its annual LIHEAP Eligibility and Verification Guide,
CSD should ensure that the income levels they contain are accurate. Finally, CSD should require local
agencies to calculate an applicant’s monthly income amount by multiplying weekly income amounts by
4.333 or biweekly income amounts by 2.167.

Department’s View and Corrective Action Plan

CSD provided the following response:

1. To ensure that local agencies clearly understand the acceptable forms for determining eligibility,
including citizenship, and calculating monthly income, CSD will revise the LIHEAP Eligibility
and Verification Guide to clearly and concisely define the requirements. Currently, during
CSD’s on-site field monitoring, its field analysts select a random sample of client files to verify
compliance with client income eligibly and citizenship document requirements. Field analysts
will provide training and technical assistance on-site if income eligibility discrepancies exist to
build the local agencies” knowledge of eligibility requirements. CSD will continue this practice,
and will conduct training on eligibility in the near future.

2. CSD will evaluate the documentation the Bureau of State Audits (BSA) collected to determine
the validity of the documentation in question and make a determination if the questioned costs
are allowable. If the questioned costs are not allowable, CSD will notify the agency that the
costs are disallowed and seek reimbursement from the agency.

3. After careful review of the 2008 eligibility guidelines published on our computer system for a
household size of 18, CSD did not incorrectly post the monthly income for a household size
of 18. To ensure that the eligibility guidelines are correctly posted in our system, CSD has
internal systems in place to verify the accuracy of guidelines and benefit levels in the computer
system before actual payments are made. Prior to the beginning of a program year, a sampling
of applications are entered in a test database and monitored for accuracy. In addition, CSD is
required to submit and obtain approval from the State Controller’s Office on a test file of the
forthcoming program year criteria before generating actual payments.

4. When a client is unable to supply a full month of income verification, CSD agrees with the
recommendation to adopt a consistent method for calculating an applicant’s monthly income by
multiplying weekly income amounts by 4.333 or biweekly income amounts by 2.167. CSD will
review its requirements on determining the calculation of income and establish one standard.



California State Auditor Report 2008-002
May 2009

Auditor’'s Comments on Department’s View

Regarding the statements made by CSD in item 3 of its view and corrective action plan, the Bureau of
State Audits (BSA) stands by the statements included in its finding and the related recommendation.
On February 17, 2009, the BSA requested CSD to provide information BSA could use to verify that the
formulas used in CSD’s computer system for eligibility purposes were accurate. At that time, CSD was
unable to test its computer system and respond to the BSA's request. Instead, on February 18, 2009,
CSD provided the BSA with a spreadsheet that purportedly showed the median income guidelines and
monthly income amounts. CSD provided the spreadsheet to its information technology staff for use in
eligibility determinations. The BSA examined the spreadsheet and identified the errors discussed in its
finding.

Reference Number: 2008-5-7
Federal Catalog Number: 93.659
Federal Program Title: Adoption Assistance
Federal Award Numbers and Years: 0801CA1407, 2008
0701CA1407, 2007
Category of Finding: Eligibility
State Administering Department: Department of Social Services (Social Services)

Criteria

TITLE 45—PUBLIC WELFARE, PART 1356—REQUIREMENTS APPLICABLE TO TITLE IV-E,
Section 1356.41—Nonrecurring Expenses of Adoption

(b)  The agreement for nonrecurring expenses may be a separate document or a part of an agreement
for either State or Federal adoption assistance payments or services. The agreement for
nonrecurring expenses must be signed prior to the final decree of adoption, with two exceptions:

(1)  Cases in which the final decree of adoption was entered into on or after January 1, 1987,
and within six months after the effective date of the final rule; or

(2)  Cases in which a final decree was entered into before January 1, 1987, but nonrecurring
adoption expenses were paid after January 1, 1987.

AGENCY ADOPTION PROGRAM MANUAL, Section IV—Adoption Assistance Program,
Part 2—Forms

(2)  To satisfy the disclosure requirements and for AAP management, the following forms and
written materials have been established:

8. AAP Benefit Determination and Approval form

Condition

Social Services can improve the operating effectiveness of its internal controls over eligibility.
Specifically, one of the 32 adoption case files we reviewed did not contain the appropriate approvals.
Social Services” Adoptions Services Bureau (Adoptions Services) requires supervisors in its

seven district offices to review case file documentation and verify the eligibility determinations made by
the adoption specialists assigned to the cases. The supervisors sign the AAP Benefit Determination and
Approval form to indicate their review and approval. However, one of the case files we reviewed did not
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contain the form. The manager of the district office could not explain why this form was absent from
the adoption case file. Consequently, there was no evidence that the district office adoption specialist
and supervisor reviewed and approved the family’s benefit amount.

Furthermore, we also noted two other instances related to missing forms. Specifically, federal
regulations require the adoptive parent(s) to sign the Agreement for Reimbursement of Nonrecurring
Expenses of Adoption (agreement) prior to the final decree of adoption. However, this agreement was
absent from two of the 33 case files we tested at two of Social Services’ district offices. A supervisor

at one district office stated the agreement was absent from the case file because the private adoption
agency failed to provide the district office with a copy of the signed agreement. The manager from the
other district office did not provide an explanation for the missing agreement. By not ensuring that
adoption case files contain documentation required by federal regulations, Social Services runs the risk
of the federal government disallowing reimbursement for the nonrecurring costs of adoptions.

Questioned Costs

Not applicable.

Recommendation

Social Services should establish a quality control process to ensure that staff in its Adoption Services are
retaining the appropriate documentation to demonstrate that it is following established internal control
procedures and complying with federal laws and regulations.

Department’s View and Corrective Action Plan

Social Services stated that it concurs with the finding. A closing work sheet is used to ensure all
documentation is approved before adoption case records are closed and filed. Supervisors will
monitor this work sheet to determine if all documentation is present in each case file and sign off on
their review.

The Adoption Services central office will be standardizing the district office’s closing case summary
checklist and requiring a supervisor’s signature on all case closing review/summary sheets. Adoptions
Services will provide training to supervisors so they are aware of the new form and protocol.

Reference Number: 2008-7-3

Category of Finding: Matching, Level of Effort, Earmarking
State Administering Department: Department of Aging (Aging)

Federal Catalog Number: 93.044

Federal Program Title: Special Programs for the Aging—Title 111,

Part B—Grants for Supportive Services and
Senior Centers

Eederal Award Numbers and Years: 08AACAT3SP; 2008
07AACAT3SP; 2007
06AACAT3SP; 2006
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Federal Catalog Number: 93.045

Federal Program Title: Special Programs for the Aging—Title 111,
Part C—Nutrition Services

Federal Award Numbers and Years: 08AACAT3SP; 2008
07AACAT3SP; 2007
06AACAT3SP; 2006

Federal Catalog Number: 93.053
Federal Program Title: Nutrition Services Incentive Program
Federal Award Numbers and Years: 08AACANSIP; 2008

07AACANSIP; 2007
06AACANSIP; 2006

Criteria

Title 45—PUBLIC WELFARE, PART 92—UNIFORM ADMINISTRATIVE REQUIREMENTS
FOR GRANTS AND COOPERATIVE AGREEMENTS TO STATE, LOCAL, AND TRIBAL
GOVERNMENTS, Subpart C—Post- Award Requirements, Section 92.20—Standards for Financial
Management Systems

(a) A state must expend and account for grant funds in accordance with State laws and procedures
for expending and accounting for its own funds. Fiscal control and accounting procedures of the
State, as well as its subgrantees and cost-type contractors, must be sufficient to:

(1)  Permit preparation of reports required by this part and the statutes authorizing the
grant, and

(2)  Permit the tracing of funds to a level of expenditures adequate to establish that such funds
have not been used in violation of the restrictions and prohibitions of applicable statutes.

TITLE 45—PUBLIC WELFARE, PART 1321—GRANTS TO STATE AND COMMUNITY
PROGRAMS ON AGING, Subpart B—State Agency Responsibilities, Section 1321.49—State Agency
Maintenance of Effort

In order (o avoid a penalty, each fiscal year the State agency, to meet the required non-federal share
applicable to its allotments under this part, shall spend under the State plan for both services and
administration at least the average amount of State funds it spent under the plan for the three previous
fiscal years. If the State agency spends less than this amount, the Commissioner reduces the State’s
allotments for supportive and nutrition services under this part by a percentage equal to the percentage
by which the State reduced its expenditures.

Condition

Aging lacks adequate policies and procedures to provide reasonable assurance that matching, level of
effort, and earmarking requirements are met for the programs it administers using only allowable funds
or costs that are properly calculated and valued. Specifically, Aging does not have an official written
policy that outlines factors such as its methods of valuing matching requirements and the allowable
costs that may be claimed. Further, Aging’s accounting section does not have written policies and
procedures that include the review and approval of its calculations and the amounts it reports to the
federal government. According to its fiscal branch manager, in response to our prior-year finding, Aging
is still in the process of compiling official written policies and procedure manuals that document the
underlying policies and steps taken by its budget, accounting, and program staff to ensure compliance
with the requirements. He also stated that Aging is working toward providing training to its accounting
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staff and establishing a monthly review process. However, until Aging completes the tasks outlined
by its fiscal branch manager, the absence of controls will continue to hinder Aging’s ability to prevent
errors or detect early any errors that may exist.

In fact, we determined that the Certification of the Maintenance of Effort filed for federal fiscal

year 2007 relies on a spreadsheet that includes various calculations to arrive at the state expenditures.
However, we found that the formulas in the spreadsheet contain numerous errors and that some of the
amounts are not supported by the accounting records. Therefore, we are unable to determine if Aging is
in compliance with the level-of-effort requirements. Additionally, the certification was filed about one
week after the due date established by the U.S. Department of Health and Human Services.

Questioned Costs

Not applicable.

Recommendations

Aging should establish policies and procedures to ensure that it complies with the matching, level of
effort, and earmarking requirements of the programs it administers. Aging should also follow through
on its plans to provide training to its accounting staff and to establish a monthly review process. Finally,
Aging should revise the calculation spreadsheet it used for the federal fiscal year 2007 certification of
the maintenance of effort to ensure that it contains accurate formulas and amounts, and resubmit the
certification if necessary to the U.S. Department of Health and Human Services.

Department’s View and Corrective Action Plan

Aging will complete the accounting procedures already started and provide its accounting staff with
training on its fiscal team’s budgeting, payment, and monitoring processes so that the accounting
staff understand how their procedures and the program’s procedures overlap to ensure that
matching requirements are met and costs are allowable. Furthermore, to ensure the accuracy of
future submissions, Aging will include in these procedures additional levels of review to detect and
prevent errors.

Aging will correct the errors in the formulas and regenerate the maintenance of effort (MOE)
calculations. The MOE is a process where Aging reports that its expenditures supporting a grant equal
or exceed the average amount of state funds it spent in the three previous fiscal years. Once corrected,
Aging will conduct an analysis to determine the impact to the three-year average requirement and if a
corrected MOE certification needs to be submitted. Aging has already notified the U.S. Department of
Health and Human Services” Administration on Aging that it is in the process of reviewing and possibly
resubmitting the MOE.

Reference Number: 2008-7-12

Federal Catalog Number: 93.568

Federal Program Title: Low-Income Home Energy Assistance (LIHEAP)
Federal Award Number and Year: G-07B1CALIEA; 2007

Category of Finding: Earmarking

State Administering Department: Department of Community Services and

Development (CSD)
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Criteria

TITLE 45—PUBLIC WELFARE, PART 96—BLOCK GRANTS, Subpart C—Financial Management,
Section 96.30—Fiscal and Administrative Requirements

(a)  Fiscal control and accounting procedures. Except where otherwise required by Federal law or
regulation, a State shall obligate and expend block grant funds in accordance with the laws and
procedures applicable to the obligation and expenditure of its own funds. Fiscal control and
accounting procedures must be sufficient to:

(a)  permit preparation of reports required by the statute authorizing the block grant and

(b)  permit the tracing of funds to a level of expenditure adequate to establish that such
funds have not been used in violation of the restrictions and prohibitions of the statute
authorizing the block grant.

Condition

CSD lacks evidence of a review and approval process to ensure that its subgrantees do not exceed
earmarks. Specifically, CSD uses an allocation spreadsheet to distribute the LIHEAD award to its
subgrantees. This allocation spreadsheet is used to help CSD ensure that it does not award money

to its subgrantees that exceeds the earmarks for weatherization, administration, Assurance 16, and
developing leveraging assistance programs. Although CSD staff stated that management reviewed the
spreadsheet, CSD provided no evidence of this review process. Without a formal review and approval
process, CSD is unable to demonstrate that it has adequate controls for the earmarking requirement.

Questioned Costs

Unknown

Recommendation

CSD should revise its allocation spreadsheet to include evidence of its review and approval of
this document.

Department’s View and Corrective Action Plan

CSD provided the following response:

Because CSD is a small department with staff that work very closely with one another, the allocation
spreadsheets have been personally hand carried to executive staff for review and given verbal approval
before finalization and distribution. However, CSD agrees with the recommendation to demonstrate
evidence of the review and approval process.

CSD’s corrective action plan to address the Bureau of State Audits’ recommendation is to attach a
Review/Approval Route Tag (Greenie)—Form CSD 601 to the allocation spreadsheet packet to be
signed and dated by the Energy Division manager, Financial Services manager, deputy director of
Administration, chief deputy director, and director. Once approved and finalized for distribution, the
original allocation packet with the attached signed route tag will be kept on file.

Reference Number: 2008-7-13
Federal Catalog Number: 93.958
Federal Program Title: Block Grants for Community Mental

Health Services
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Federal Award Numbers and Years: 2B09SM010005-07; 2007
06B1CACMHS-01; 2006
05B1CACMHS-01; 2005
Category of Finding: Earmarking
State Administering Department: Department of Mental Health (Mental Health)
Criteria

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 6A—PUBLIC HEALTH SERVICES,
SUBCHAPTER XVII—BLOCK GRANTS, PART B—Block Grants Regarding Mental Health and
Substance Abuse, Subpart i—Block Grants for Community Mental Health Services, Section 300X-5—
Restrictions on Use of Payments

(b)  Limitation on administrative expenses—

A funding agreement for a grant under section 300x of this title is that the State involved will not
expend more than 5 percent of the grant for administrative expenses with respect to the grant.

Condition

In our prior-year audit we reported that Mental Health did not have an official written policy or
procedures in place to ensure that administrative costs were charged appropriately to the Substance
Abuse and Mental Health Services Administration’s Block Grants for Community Mental Health
Services (SAMHSA CMHS). Mental Health charged all or only a portion of salaries for certain key
SAMHSA CMHS staff to the grant based on approved time sheets, but other expenditures such as
travel were allocated to the SAMHSA CMHS grant by staff’s choice.

During our follow-up procedures for fiscal year 2007—-08, we found that Mental Health had not
developed written policies and procedures to ensure that it consistently and properly applied
administrative costs to the SAMHSA CMHSA grant. According to its chief of financial services, Mental
Health plans to update its procedures by March 1, 2009. Without an official policy that outlines the
allowable costs that may be claimed and procedures such as supervisory reviews, Mental Health cannot
reasonably assure that earmarking requirements are met using only allowable costs.

Questioned Costs

Unknown

Recommendation

Mental Health should establish a written policy, as well as processes and procedures, to ensure that only
allowable costs are used to meet the earmarking requirement.

Department’s View and Corrective Action Plan

Mental Health stated that it has updated its procedures and that they are under review and pending the
approval of its management. Mental Health also stated that it plans to conduct a review of the current
process and will develop a written policy and procedures to ensure that only allowable costs are used to
meet the earmarking requirement.

Referenice Number: 2008-7-14

Federal Catalog Number: 93.958
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Federal Program Title: Block Grants for Community Mental

Health Services
Federal Award Numbers and Years: 2B09SM010005-07; 2007

06B1CACMHS-01; 2006

05B1CACMHS-01; 2005
Category of Finding: Level of Effort—Maintenance of Effort
State Administering Department: Department of Mental Health (Mental Health)

Criteria

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 6A—PUBLIC HEALTH SERVICES,
SUBCHAPTER XVII—BLOCK GRANTS, PART B—Block Grants Regarding Mental Health and
Substance Abuse, Subpart i—Block Grants for Community Mental Health Services, Section 300x-2—
Certain Agreements

(a)  Allocation for systems of integrated services for children
(1) In general

With respect to children with a serious emotional disturbance, a funding agreement for a
grant under sections 300x of this title is that —

(A)  in the case of a grant for fiscal year 1993, the State involved will expend not less
than 10 percent of the grant to increase (relative to fiscal year 1992) funding for the
system of integrated services described in section 300x-1(b)(9)(1) of this title;

(B)  in the case of a grant for fiscal year 1994, the State will expend not less than
10 percent of the grant to increase (relative to fiscal year 1993) funding for such a
system; and

(C)  in the case of a grant for any subsequent fiscal year, the State will expend for such
a system not less than an amount equal to the amount expended by the State for
fiscal year 1994.

(2)  Waiver

(A)  Upon the request of a State, the Secretary may provide to the State a waiver of all
or part of the requirement established in paragraph (1) if the Secretary determines
that the State is providing an adequate level of comprehensive community mental
health services for children with a serious emotional disturbance, (2) as indicated
by a comparison of the number of such children for which such services are sought
with the availability in the State of the services.

(B)  The Secretary shall approve or deny a request for a waiver under subparagraph (A)
not later than 120 days after the date on which the request is made.

(C)  Any waiver provided by the Secretary under subparagraph (A) shall be applicable
only to the fiscal year involved.

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 6A—PUBLIC HEALTH SERVICES,
SUBCHAPTER XVII—BLOCK GRANTS, PART B—Block Grants Regarding Mental Health and
Substance Abuse, Subpart i—Block Grants for Community Mental Health Services, Section 300x-4—
Additional Provisions

(b)  Maintenance of Effort regarding State expenditures for Mental Health

(1) In general
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A funding agreement for a grant under section 300x of this title is that the State involved
will maintain State expenditures for community mental health services at a level that is
not less than the average level of such expenditures maintained by the State for the 2-year
period preceding the fiscal year for which the State is applying for the grant.

(2)  Exclusion of certain funds

The Secretary may exclude from the aggregate State expenditures under subsection (a) of
this section, funds appropriated to the principal agency for authorized activities which are
of a non-recurring nature and for a specific purpose.

(3)  Waiver

The Secretary may, upon the request of a State, waive the requirement established in
paragraph (1) if the Secretary determines that extraordinary economic conditions in the
State justify the waiver.

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Federal Register Vol. 66, No. 130 (July 6, 2001), contains a notice from the Substance Abuse and
Mental Health Service Administration (SAMHSA) executive officer specifying that states are required
as a condition of receipt of funds to maintain State expenditures for community based mental health
services for adults with serious mental illness (SM1) and children with serious emotional disturbance
(SED) at a level that was equal to the average expenditures for such purposes over the previous

two years. The federal register also stated that the Secretary, as a matter within his discretion, had

the authority to exclude from the calculation of the maintenance of effort “funds appropriated

to the principal agency for authorized activities which are of a non-recurring nature and for a

specific purpose”

Condition

In our prior-year audit we reported that Mental Health lacked processes and procedures to ensure that
it complies with the maintenance of effort (MOE) requirement for this program. Specifically, for the
MOE requirement related to the allocation for systems of integrated services for children with SED,

we found that two of the seven components that Mental Health included in its MOE calculation—the
Early Mental Health Initiative (EMHI) program and the California AIDS mental health project—did
not specifically target children with SED. Mental Health also did not provide documentation to
support the percentages it applied against the total of managed care and realignment dollars to arrive
at the amount it reported as expenditures for children with SED. Finally, Mental Health was unable

to provide documentation that showed the components and expenditures that were used to generate
the fiscal year 1994—95 threshold of $160 million. For the MOE requirement related to the State’s
expenditures for community mental health services, we found that Mental Health did not report

all state expenditures for adults with SMI and children with SED. Specifically, it did not include any
expenditures made with funds from the Mental Health Services Act (MHSA), and it could not positively
state whether other state agencies fund community mental health programs for adults with SM1 or
children with SED. Finally, one of the six components—the EMHI program—Mental Health included
in its calculations of total expenditures for community mental health services did not specifically target
adults with SMI or children with SED.

During our follow-up procedures for fiscal year 2007-08, we found that Mental Health had not
corrected this finding. Specifically, for its fiscal year 2007—-08 calculation of the MOE for integrated
services for children with SED, Mental Health continued to include amounts for the EMHI program
and the California AIDS mental health project. Additionally, Mental Health had yet to determine

how the percentages it applied against the total managed care and realignment dollars used for the
calculation of the MOE were derived. Finally, Mental Health continued to be unable to provide
documentation to show the components and expenditures that it used to calculate the fiscal

year 1994—95 threshold amount. For the calculation of the MOE for community mental health services
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for fiscal year 2007—-08, Mental Health continued to include an amount for the EMHI program.
Additionally, Mental Health did not report all state expenditures for adults with SM1 and children with
SED. For example, it did not include any funding from the MHSA in its calculation.

However, we noted for its fiscal year 2008—09 MOE, Mental Health removed the EMHI program

and the California AIDS mental health project from its calculation for the integrated services for
children with SED and the EMHI program from its calculation for community mental health services.
Also, according to staff in its budgets office, Mental Health is examining the possibility of including
components of MHSA in its calculation of the MOE for community mental health services. Until it
includes only appropriate expenditures in its calculation of MOE and can adequately support that
calculation, Mental Health cannot ensure that it is complying with the MOE requirement for both
integrated services for children with SED and for community mental health services.

Finally, Mental Health did not provide us with its plans for providing documentation to support the
percentages it applied against the total of managed care and realignment dollars to arrive at the amount
it reported as expenditures for children with SED or documentation to support the components and
expenditures that were used to generate the fiscal year 199495 threshold of $160 million.

Questioned Costs

Not applicable.

Recommendations

Mental Health should ensure its calculation of the MOE for integrated mental health services for
children with SED contains only allowable expenditures. Further, it should reevaluate the percentages
used to support the managed care and realignment dollars used in its calculation and retain the
supporting documentation. Finally, Mental Health should use the dollar amounts reported in

the audited financial statements for the fiscal year 1994-95 threshold.

Mental Health should revise its methodology for calculating the community mental health services
MOE requirement to accurately capture and report all state expenditures for adults with SM1 and
children with SED only.

Department’s View and Corrective Action Plan

Mental Health stated it will conduct a reengineering evaluation of the current processes and procedures
to ensure that the methodology used to calculate MOE is consistent with federal requirements and

the Center for Mental Health Services’ guidelines. In addition, Mental Health stated it will review its
methodology for the calculation of the MOE related to services for children with SED (the set-aside)

in consultation with the Center for Mental Health Services. Finally, Mental Health stated it will retain
supporting documentation in the future.

Reference Number: 2008-8-9
Federal Catalog Number: 93.959
Federal Program Title: Block Grants for Prevention and Treatment of

Substance Abuse (SAPT)
Federal Award Number and Year: 07B1CASAPT; 2007

Category of Finding: Period of Availability
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State Administering Department: Department of Alcohol and Drug
Programs (ADP)

Criteria

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 6A—PUBLIC HEALTH SERVICES,
SUBCHAPTER XVII—BLOCK GRANTS, PART B—BLOCK GRANTS REGARDING MENTAL
HEALTH AND SUBSTANCE ABUSE, Subpart ili—General Provisions, Section 300x-62— Availability
to States of Grant Payments

Any amounts paid to a State for a fiscal year under section 300x or 300x-21 of this title shall be available
for obligation and expenditure until the end of the fiscal year following the fiscal year for which the
amounts were paid.

Condition

ADP does not follow its procedures for ensuring that its county subgrantees expend all funds awarded
to them before the period of availability for the grant expires. Specifically, ADP requires the counties to
submit their SAPT expenditure data to it quarterly. ADP’s policies require its staff to review the
counties’ quarterly expenditure data to ensure that they are not at risk of losing the SAPT funds.

If counties’ expenditure data indicate they will not spend SAPT funds before the end of the period of
availability, ADP staff will work with them to either ensure timely expenditure of funds or to reallocate
their awards to other counties. The period of availability for the federal fiscal year 2007 grant was
October 1, 2006, through September 30, 2008.

However, our review of six of the 58 counties found that one county did not expend the SAPT funds
allocated to it by September 30, 2008. Specifically, one county expended 91 percent of its allocation.
Further, although ADP provided some documentation to demonstrate that it followed up with

this county, its follow-up occurred too late to ensure reallocation of the $31,536 in excess funds to other
counties. Moreover, when we asked ADP whether it had made efforts to obtain the unspent funds back
from this county, one of its senior accounting officers stated that ADP has not yet invoiced the county,
but it plans to do so by February 27, 2009.

Questioned Costs

$31,536 (allocation to one county not spent as of September 30, 2008).

Recommendation

ADP should ensure that it monitors the counties’ expenditures and follows up on any discrepancies
between their allocations and expenditures promptly.

Department’s View and Corrective Action Plan

ADP stated that it is in the process of reviewing and updating its procedures.

ADP also stated that the expenditure period for the federal fiscal year 2007 Substance Abuse Prevention
and Treatment Block Grant was October 1, 2006, through September 30, 2008. The ending date of the
period of availability is in the state fiscal year 2008—09, which is outside the scope of this audit.

ADP is currently in the process of settling the county cost reports; it is following its established
procedures for recovering the unexpended federal fiscal year 2007 SAPT block grant funds. The
recovery letter was sent to Alpine County on January 30, 2009.
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Auditor’'s Comments on Department’s View

The review of the Bureau of State Audits (BSA) focused on activities undertaken by ADP staff for all
SAPT grants open during state fiscal year 2007-08. The BSA found that as of June 30, 2008, two of
ADP’s subgrantees had expended less SAPT funds than ADP had disbursed to them. The BSA followed
up to determine whether ADP took subsequent actions in accordance with its policies and procedures
to ensure that subgrantees expend the funds before the grant closed and found that for one subgrantee
it had not.

Reference Number: 2008-8-11
Federal Catalog Number: 93.958
Federal Program Title: Block Grants for Community Mental

Health Services

Federal Award Numbers and Years: 2B09SM010005-07; 2007
06B1CACMHS-01; 2006
05B1CACMHS-01; 2005

Category of Finding: Period of Availability
State Administering Department: Department of Mental Health (Mental Health)

Criteria

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 6A—PUBLIC HEALTH SERVICES,
SUBCHAPTER XVII—BLOCK GRANTS, PART B—Block Grants Regarding Mental Health

and Substance Abuse, Subpart iii—General Provisions, Section 300x-62— Availability to States of
Grant Payments

Any amounts paid to a State for a fiscal year under Section 300x or 300x-21 of this title shall be available
for obligation and expenditure until the end of the fiscal year following the fiscal year for which the
amounts were paid.

Condition

In our prior-year audit, we reported that Mental Health did not have an adequate process to establish
obligations of federal awards to counties for a predetermined time period. The total amount Mental
Health obligated to counties for fiscal year 2006—07 was unclear, and Mental Health did not ensure
the federal award was expended within the period of availability. Specifically, Mental Health used

$3.1 million of its $52.3 million drawdown from the 2006 Block Grants for Community Mental Health
Services (CMHS) to pay expenditures from fiscal years other than fiscal year 2006—07.

During our follow-up work for fiscal year 2007-08, we found that Mental Health partially corrected this
finding. On August 20, 2008, Mental Health issued a letter to notify the counties of the total proposed
allocation to them from the 2007 CMHS grant, which agreed with the amount shown on its balance
sheet. However, Mental Health did not revise its accounting procedures to instruct staff on how to
charge expenditures to each CMHS grant so that it could ensure the two-year period of availability
requirement is met. Mental Health instructs its staff to draw down federal funds for the actual state
fiscal year the expenditures are incurred. For example, the 2008 CMHS grant has a two-year period of
availability that starts October 1, 2007, and ends September 30, 2009. Mental Health would allocate
these funds for state fiscal year 2008—09, which extends from July 1, 2008, through June 30, 2009.
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According to its accounting staff, Mental Health verbally instructed them to follow this procedure in
approximately September 2008. However, until Mental Health fully implements its revised accounting
procedures for expending federal award funds, it cannot ensure that federal funds are expended within
the period of availability.

Questioned Costs

Unknown

Recommendation

Mental Health should implement its recently revised accounting procedures to ensure that CMHS
grant funds are used within the two-year period of availability.

Department’s View and Corrective Action Plan

Mental Health stated that it has implemented its recently revised accounting procedures to ensure that
CMHS grant funds are used within the two-year period of availability.

Reference Number: 2008-8-12

Category of Finding: Period of Availability

State Administering Department: Department of Social Services (Social Services)
Federal Catalog Number: 93.658

Federal Program Title: Foster Care—Title 1V-E

Federal Award Numbers and Years: 0801CA1401; 2008

0701CA1401; 2007

Federal Catalog Number: 93.659
Federal Program Title: Adoption Assistance
Federal Award Numbers and Years: 0801CA1407; 2008

0701CA1407; 2007

Criteria

TITLE 45—PUBLIC WELFARE, PART 95—GENERAL ADMINISTRATION—GRANT PROGRAMS
(PUBLIC ASSISTANCE, MEDICAL ASSISTANCE AND STATE CHILDREN'S HEALTH
INSURANCE PROGRAMS), Subpart A—Time Limits for States to File Claims

Section 95.7—Time Limit for Claiming Payment for Expenditures Made After September 30, 1979

Under the programs listed in Section 95.1, we will pay a State for a State agency expenditure made after
September 30, 1979, only if the State files a claim with us for that expenditure within 2 years after the
calendar quarter in which the State agency made the expenditure. Section 95.19 lists the exceptions to
this rule.

Section 95.19—Exceptions to Time Limits
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The time limits in Sections 95.7 and 95.10 do not apply to any of the following—

(a)  Any claim for an adjustment to prior year costs, which means an adjustment in the amount of a
particular cost item that was previously claimed under an interim rate concept and for which it
is later determined that the cost is greater or less than that originally claimed.

(b)  Any claim resulting from an audit exception.

—_
~—

Any claim resulting from a court-ordered retroactive payment.

(d)  Any claim for which the Secretary decides there was good cause for the State’s not filing it within
the time limit.

Condition

Social Services’ processes for reviewing and authorizing the counties’ administrative and assistance
claims do not provide reasonable assurance that adjustments included on the claims are for
expenditures made within two years after the calendar quarter in which the expenditures were initially
paid. Specifically, Social Services does not require the counties to provide documentation to support the
adjustments on their claims.

On March 13, 1997, Social Services notified the counties that its newly established policy for claiming
adjustments for administrative and assistance expenditures was nine months and 18 months,
respectively. For adjustments related to the assistance claims, prior to July 1, 2005, Social Services
required the counties to submit a prior-month positive adjustment report, which included the initial
date of the expenditures. However, effective July 1, 2005, Social Services informed the counties that
their submission of this report was no longer required. Instead Social Services relies on the counties’
welfare directors and auditor-controllers to certify that the period of availability has not been exceeded.

In its April 1, 2008, fiscal letter to the counties, Social Services notified them of its established due
dates for submitting their adjusted claims. For example, if the original claim was for the quarter ending
September 2008, the counties have until July 1, 2009, to submit a revised September 2008 claim that
includes any adjustments. Social Services believes this process ensures that it is meeting the two-year
limit for claiming payments.

However, because Social Services does not require the counties to submit detailed supporting
documentation for their administrative and assistance claims, we are unable to conclude that the
counties’ adjustments are for expenditures made within the two-year limit for claiming payment.

Questioned Costs

Unknown

Recommendation

Social Services should require counties to submit documentation to demonstrate that the adjustments
included on their claims are within the two-year period of availability.

Department’s View and Corrective Action Plan

Social Services stated that it does not concur with this finding and plans to take additional steps

for clarity, because various county fiscal letters (CFLs) address the cash claiming and adjustment

claim process. Specifically, Social Services stated it will take additional steps to ensure counties

are informed of the cash claim requirements by incorporating standard language in the quarterly
claiming instruction CFLs to instruct and inform counties about the policy and regulations concerning
adjustment claims. This would include information regarding the period of availability for federal funds
and the requirement to maintain supporting documentation for all adjustments to the claim. Social
Services also wanted the reader to refer to its response for the Bureau of State Audits (BSA) finding
number 2008-1-13 related to activities allowed and allowable costs.
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Auditor’s Comments on Department’s View

Social Services’ corrective action plan does not address the BSA’s finding and related recommendation.
Informing counties of federal requirements cannot substitute for Social Services’ responsibility to
periodically evaluate whether the underlying transactions for adjustments are within the period of
availability applicable to each federal program included in the counties’ administrative and assistance
claims. By relying on the counties to certify that their adjustments to prior claims are for activities that
took place within the two-year period of availability, Social Services is abrogating its responsibility to
ensure that federal requirements for period of availability are satisfied.

Please refer to the BSA’s comments on the department’s view for finding number 2008-1-13 related to
activities allowed and allowable costs.

Reference Number: 2008-9-2
Federal Catalog Number: 93.958
Federal Program Title: Block Grants for Community Mental

Health Services

Federal Award Number and Year: 2B09SM010005-07; 2007
Category of Finding: Procurement and Suspension and Debarment
State Administering Department: Department of Mental Health (Mental Health)

Criteria

TITLE 2—GRANTS AND AGREEMENTS, PART 180—U.S. OFFICE OF MANAGEMENT

AND BUDGET GUIDELINES TO AGENCIES ON GOVERNMENTWIDE DEBARMENT AND
SUSPENSION (NONPROCUREMENT), Subpart C—Responsibilities of Participants Regarding
Transactions Doing Business With Other Persons, Section 180.330—What Requirements Must 1 Pass
Down to Persons at Lower Tiers With Whom 1 Intend to Do Business?

Before entering into a covered transaction with a participant at the next lower tier, you must require
that participant to—

(a)  Comply with this subpart as a condition of participating in the transaction. You may do so by
using any method(s), unless the regulation of the Federal agency responsible for the transaction
requires you to use specific methods.

(b)  Pass the requirement to comply with this subpart to each person with whom the participant
enters into a covered transaction at the next lower tier.

TITLE 2—GRANTS AND AGREEMENTS, PART 376—NONPROCUREMENT DEBARMENT AND
SUSPENSION, Subpart C—Responsibilities of Participants Regarding Transactions, Section 376.332—
What Methods Must | Use to Pass Requirements Down to Participants at Lower Tiers With Whom 1
Intend to Do Business?

To communicate the requirements to lower-tier participants, you must include a term or condition
in the lower-tier transaction requiring the lower-tier participant’s compliance with 2 CFR Part 180, as
supplemented by this subpart.
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Condition

In our prior-year audit, we reported that Mental Health did not require counties, as part of their
suspension and debarment certifications to the State, to ensure that lower-tier entities with which
they entered into covered transactions were not suspended or debarred. Mental Health also did
not require counties to pass the requirements down to each person with whom they entered into a
covered transaction.

In our follow-up procedures for fiscal year 2007-08, we found that Mental Health had not yet addressed
this finding. According to Mental Health staff, a revised suspension and debarment certification relative
to county staff and their subcontractors will be included in the fiscal year 2009-10 Planning Estimate
and Renewal Application sent to counties in May 2009. Staff also stated Mental Health is working
toward developing the revised language and expects to complete it by March 2009. Until it completes
these tasks, counties could inadvertently pass federal block grants for Community Mental Health
Services funds to persons who are excluded from conducting business with the federal government.

Questioned Costs

Not applicable.

Recommendation

Mental Health should include the requirements to enforce suspension and debarment regulations with
the next lower tier in the instructions to the suspension and debarment certification that it requires
counties to submit with their applications.

Department’s View and Corrective Action Plan

Mental Health stated it would review its contract terms and conditions, and amend as appropriate.

Reference Number: 2008-9-3

Category of Finding: Procurement, Suspension and Debarment
State Administering Department: Department of Social Services (Social Services)
Federal Catalog Number: 93.566

Federal Program Title: Refugee and Entrant Assistance—State

Administered Programs (Refugee Program)

Federal Award Numbers and Years: 08AACA9100; 2008
07AACA9100; 2007

Federal Catalog Number: 93.556
Federal Program Title: Promoting Safe and Stable Families (PSSF)
Federal Award Numbers and Years: G-0801CAFPSS; 2008

G-0701CAOQOFP; 2007
G-0601CAOQO0FP; 2006
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Criteria

TITLE 45—PUBLIC WELFARE, PART 92—UNIFORM ADMINISTRATIVE REQUIREMENTS

FOR GRANTS AND COOPERATIVE AGREEMENTS TO STATE, LOCAL AND TRIBAL
GOVERNMENTS, Subpart C—Post-Award Requirements, Section 92.35—Subawards to Debarred and
Suspended Parties

Grantees and subgrantees must not make any award or permit any award (subgrant or contract)
at any tier to any party which is debarred or suspended or is otherwise excluded from or ineligible
for participation in Federal assistance programs under Executive Order 12549, “Debarment

and Suspension”

TITLE 2—GRANTS AND AGREEMENTS, PART 180—U.S. OFFICE OF MANAGEMENT
AND BUDGET GUIDELINES TO AGENCIES ON GOVERNMENTWIDE DEBARMENT AND
SUSPENSION (NONPROCUREMENT), Subpart B—Covered Transactions, Section 180.200

A covered transaction is a nonprocurement or procurement transaction that is subject to the
prohibitions of this part. It may be a transaction at—

(a)  The primary tier, between a Federal agency and a person; or

(b) A lower tier, between a participant in a covered transaction and another person.

TITLE 2—GRANTS AND AGREEMENTS, PART 180— U.S. OFFICE OF MANAGEMENT
AND BUDGET GUIDELINES TO AGENCIES ON GOVERNMENTWIDE DEBARMENT AND
SUSPENSION (NONPROCUREMENT), Subpart B—Covered Transactions, Section 180.330

Before entering into a covered transaction with a participant at the next lower tier, you must require
that participant to—

(a)  Comply with this subpart as a condition of participation in the transaction. You may do so
using any method(s), unless the regulation of the Federal agency responsible for the transaction
requires you to use specific methods.

(b)  Pass the requirement to comply with this subpart to each person with whom the participant
enters into a covered transaction at the next lower tier.

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES—ADMINISTRATION FOR
CHILDREN AND FAMILIES—ADMINISTRATION ON CHILDREN, YOUTH AND FAMILIES
TERMS AND CONDITIONS—SUBRECIPIENTS AND VENDORS UNDER GRANTS

“No organization may participate in this project in any capacity or be a recipient of federal funds
designated for this project if the organization has been debarred or suspended or otherwise found to be
ineligible for participation in Federal assistance programs under Executive Order 12549, “Debarment
and Suspension” (See 45 CFR 92.35.) States must include a similar term and/or condition for all
sub-awards or contracts awarded under this program. Prior to issuing subawards or contracts under
this grant, the state must consult the ineligible parties list to ensure that organizations under funding
consideration are not ineligible”

Condition

In our prior-year audit, we reported that Social Services did not comply with either of the suspension
and debarment requirements included in the Administration for Children and Families (ACF) grants’
terms and conditions when entering into contracts with noncounty subrecipients. During our follow-up
procedures for fiscal year 2007-08, we found that Social Services has not corrected this issue.
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Our review of contracts with two noncounty subrecipients found that the standard contract Social
Services uses to award federal funds from an ACF grant to noncounty subrecipients did not include
the correct suspension and debarment terms and/or conditions. For example, the standard contract
Social Services used for a noncounty subrecipient to provide services for the Refugee Program stated
that “for federally funded agreements in the amount of $25,000 or more, by signing this agreement,
the contractor certifies that to the best of his/her knowledge and belief that he/she and their principals
or affiliates are not debarred or suspended from federal financial assistance programs and activities
nor proposed for debarment, declared ineligible, or voluntarily excluded from participation in covered
transactions by any federal department or agency” However, these terms are incorrect because there is
no dollar threshold for the suspension and debarment requirement for programs receiving federal funds
from an ACF grant. Further, the terms do not include language specific to lower-tier subrecipients.
According to its program staff, Social Services was not clear regarding its subrecipients’ responsibility
to include suspension and debarment language in their subcontracts and is working on a process to
address this matter.

Social Services staff did not consult the federal Excluded Parties List System (EPLS) Web site prior
to issuing subawards or contracts to noncounty subrecipients as required by the ACF terms and
conditions. According to the chief of the Contracts and Financial Analysis Bureau, although Social
Services has developed a contract checklist that requires staff to check the EPLS Web site prior to
entering into a federally funded contract with a noncounty subrecipient, this document was not
implemented during fiscal year 2007-08.

Until Social Services corrects these issues, it will be unable to ensure its noncounty subrecipients have
not been suspended or debarred.

Questioned Costs

Not applicable.

Recommendations

For contracts with noncounty subrecipients that are funded by ACF grants, Social Services should do
the following:

(1)  Ensure that the suspension and debarment terms and/or conditions it includes in the contracts
comply with ACF terms and conditions.

(2)  Establish a process to ensure that its subrecipients include the appropriate suspension and
debarment language in their contracts.

(3)  Continue the use of its contract checklist that prompts staff to consult the EPLS Web site prior
to entering into these contracts.

Department’s View and Corrective Action Plan

Social Services stated that it concurs with the finding. Social Services also stated that in fiscal

year 2008—09 it added the need to consult the EPLS Web site prior to entering into a contract to

its contract checklist for all contracts. Additionally, Social Services stated it has now modified its
suspension and debarment certification language to eliminate the monetary threshold and incorporate
the appropriate language to address the suspension and debarment clearance requirement for any
subcontractor. The revised language is as follows:
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Debarment and Suspension

For federally funded agreements, Contractor certifies that to the best of his/her knowledge and belief
that he/she and their principals, affiliates or any sub-contractor utilized under this agreement, are

not debarred or suspended from federal financial assistance programs and activities nor proposed for
debarment, declared ineligible, or voluntarily excluded from participation in covered transactions by
any federal department or agency. The Contractor also certifies that it or any of its sub-contractors are
not listed on the Excluded Parties Listing System (http://www.epls.gov) (Executive Order 12549, 7 CFR,

Part 3017, 45 CFR, Part 76, and 44 CFR, Part 17).

Reference Number:

Category of Finding:

State Administering Department:
Federal Catalog Number:

Federal Program Title:

Eederal Award Numbers and Years:

2008-9-4

Procurement, Suspension and Debarment
Department of Social Services (Social Services)
93.558

Temporary Assistance for Needy
Families (TANF)

G-0802CATANEF; 2008
G-0702CATANE; 2007

Federal Catalog Number:

Federal Program Title:

Eederal Award Numbers and Years:

93.658
Foster Care—Title IV-E

0801CA1401; 2008
0701CA1401; 2007

Federal Catalog Number:

Federal Program Title:

Federal Award Numbers and Years:

93.659
Adoption Assistance

0801CA1407; 2008
0701CA1407; 2007

Federal Catalog Number:

Federal Program Title:

Federal Award Numbers and Years:

93.566

Refugee and Entrant Assistance—State
Administered Programs (Refugee Program)

08AACA9100; 2008
07AACA9100; 2007

Federal Catalog Number:

Federal Program Title:

93.556

Promoting Safe and Stable Families (PSSF)
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Federal Award Numbers and Years: G-0801CAFPSS; 2008
G-0701CAOQFP; 2007
G-0601CAOQOQFP; 2006
Federal Catalog Number: 93.645
Federal Program Title: Child Welfare Services—State Grants (CWS)
Federal Award Numbers and Years: G-0801CA1400; 2008

G-0701CA1400; 2007

Criteria

TITLE 45—PUBLIC WELFARE, PART 92—UNIFORM ADMINISTRATIVE REQUIREMENTS

FOR GRANTS AND COOPERATIVE AGREEMENTS TO STATE, LOCAL AND TRIBAL
GOVERNMENTS, Subpart C—Post-Award Requirements, Section 92.35—Subawards to Debarred and
Suspended Parties

Grantees and subgrantees must not make any award or permit any award (subgrant or contract)
at any tier to any party which is debarred or suspended or is otherwise excluded from or ineligible
for participation in Federal assistance programs under Executive Order 12549, “Debarment

and Suspension”

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES—ADMINISTRATION FOR
CHILDREN AND FAMILIES TERMS AND CONDITIONS—FISCAL YEARS 2007 and 2008,
SUBRECIPIENTS AND VENDORS UNDER GRANTS

“No organization may participate in this project in any capacity or be a recipient of federal funds
designated for this project if the organization has been debarred or suspended or otherwise found to be
ineligible for participation in Federal assistance programs under Executive Order 12549, “Debarment
and Suspension”” (See 45 CFR, 92.35.) States must include a similar term and/or condition for all
sub-awards or contracts awarded under this program. Prior to issuing subawards or contracts under
this grant, the state must consult the ineligible parties list to ensure that organizations under funding
consideration are not ineligible”

Condition

Social Services did not comply with either of the suspension and debarment requirements included in
the Administration for Children and Families (ACF) grants’ terms and conditions. Specifically, Social
Services did not adequately notify the counties of the suspension and debarment terms articulated in
the terms and conditions. The counties received notification of these requirements from Social Services
for the Refugee Program only during fiscal year 2007-08. Although Social Services has periodic,
ongoing correspondence with counties through the use of fiscal letters that it uses to notify them of any
issues related to administrative costs and other services, these letters were not used to notify counties
receiving funds for the remaining five programs of the suspension and debarment requirements.

Additionally, Social Services does not send any notification to the counties regarding their subawards
for the administrative expenses and the assistance payments they make to program beneficiaries.
Instead, Social Services makes monthly cash advances to the counties and then requires the

counties to submit administrative claims quarterly and assistance claims monthly. Although Social
Services does not enter into a contract or similar agreement with the counties, it is clear that the
State is granting subawards to the counties and is required to notify them of the suspension and
debarment requirements.
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Furthermore, Social Services had not consulted the federal Excluded Parties List System (EPLS) for
any of the six programs identified prior to disbursing funds to the counties. According to the chief of
its Contract and Financial Analysis Bureau, Social Services did not consult the EPLS Web site prior to
disbursing federal funds to counties because the counties self-certify on their county administrative
claims that they are not on the ELPS. However, the counties’ certification occurs after the funds have
been disbursed and cannot be a substitute for the ACF terms and conditions.

Until Social Services addresses these weaknesses in its internal controls, it risks losing federal funds for
noncompliance with this requirement.

Questioned Costs

Not applicable.

Recommendations

Social Services should amend its process for making subawards to the counties to include using either
its annual fiscal letters or providing additional information with its single funding page crosswalk to
notify counties of the suspension and debarment terms and conditions as required by the ACE. Finally,
prior to issuing subawards to counties, Social Services should establish procedures to ensure that it
consults the EPLS, as required by the ACF terms and conditions.

Department’s View and Corrective Action Plan

Social Services stated that it concurs with this finding. Social Services will issue an annual county fiscal
letter (CFL) that provides counties with the policies and regulations as required by the ACF for the
suspension and debarment requirements. This CFL will include information regarding the EPLS. Social
Services will also develop a methodology to routinely check all California counties against the EPLS.

Reference Number: 2008-12-2

Category of Finding: Reporting

State Administering Department: Department of Aging (Aging)

Federal Catalog Number: 93.044

Federal Program Title: Special Programs for the Aging—Title 111,

Part B—Grants for Supportive Services and
Senior Centers

Federal Award Numbers and Years: 08AACAT3SP; 2008
07AACAT3SP; 2007
06AACAT3SP; 2006

Federal Catalog Number: 93.045

Federal Program Title: Special Programs for the Aging—Title 111,
Part C—Nutrition Services

Eederal Award Numbers and Years: 08AACAT3SP; 2008
07AACAT3SP; 2007
06AACAT3SP; 2006
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Federal Catalog Number: 93.053
Federal Program Title: Nutrition Services Incentive Program
Federal Award Numbers and Years: 08AACANSIP; 2008

07AACANSIP; 2007
06AACANSIP; 2006

Criteria

TITLE 45—PUBLIC WELFARE, PART 92— UNIFORM ADMINISTRATIVE REQUIREMENTS
FOR GRANTS AND COOPERATIVE AGREEMENTS TO STATE, LOCAL, AND TRIBAL
GOVERNMENTS, Subpart C—Post-Award Requirements, Section 92.20—Standards for Financial
Management Systems

(b) A state must expend and account for grant funds in accordance with State laws and procedures
for expending and accounting for its own funds. Fiscal control and accounting procedures of the
State, as well as its subgrantees and cost-type contractors, must be sufficient to:

(1)  Permit preparation of reports required by this part and the statutes authorizing the
grant, and

(2)  Permit the tracing of funds to a level of expenditures adequate to establish that such funds
have not been used in violation of the restrictions and prohibitions of applicable statutes.

TITLE 45—PUBLIC WELFARE, PART 92— UNIFORM ADMINISTRATIVE REQUIREMENTS
FOR GRANTS AND COOPERATIVE AGREEMENTS TO STATE, LOCAL, AND TRIBAL
GOVERNMENTS, Subpart C—Post-Award Requirements, Section 92.41(a)(3)—Financial Reporting

(a) General. (1) Except as provided in paragraphs (a) (2) and (5) of this section, grantees will use
only the forms specified in paragraphs (a) through (e) of this section, and such supplementary or
other forms as may from time to time be authorized by OMB, for:

(i) Submitting financial reports to Federal agencies, or
(ii)  Requesting advances or reimbursements when letters of credit are not used.

(b)  Financial Status Report—(1) Form. Grantees will use Standard Form 269 or 269A, Financial
Status Report, to report the status of funds for all nonconstruction grants and for construction
grants when required in accordance with Section 92.41(e)(2)(iii).

{c) Federal Cash Transactions Report—(1) Form. (i) For grants paid by letter or credit, Treasury
check advances or electronic transfer of funds, the grantee will submit the Standard Form 272,
Federal Cash Transactions Report, and when necessary, its continuation sheet, Standard
Form 272a, unless the terms of the award exempt the grantee from this requirement.

Condition

Aging lacked adequate policies and procedures to provide reasonable assurance that the Financial
Status Report and Administration on Aging Supplemental Form (SF-269) and the Federal Cash
Transaction Report (PSC-272) it submitted to the federal government include all activities, are
supported by accounting records, and are fairly presented. Specifically, during fiscal year 200708,
Aging did not have an official written policy that established responsibility for reporting, provided the
procedures for periodic monitoring of due dates, and verified the report content. For example, the

instructions Aging provided for the SF-269 report focused primarily on how staff should query the data.

Thus, Aging was unable to prevent errors in its reports. Specifically, Aging submitted several reports
that were not adequately supported by the accounting records used by its accounting specialist to
prepare the reports.
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Our review of the SF-269 reports as of March 31, 2008, for each of the three programs listed found

that the amounts reported by Aging are inaccurate and do not trace to accounting records. Specifically,
Aging failed to identify several errors in the underlying documentation used by the accounting
specialist to prepare the reports. For example, Aging reported the federal share of net outlays for federal
fiscal year 2008 Title 111, Part C-1, as $16 million. However, according to its accounting records, this
amount should have been roughly $4.1 million—representing a reporting error of almost $12 million.
Further, Aging’s SF-269 report for the 2007 grant is incorrect because the accounting specialist
unintentionally submitted the amounts that had already been reported for the previous reporting
period. Finally, Aging submitted each of the three SF-269 reports several months beyond the required
due date.

Additionally, in reviewing two of the four PSC-272 reports that Aging submitted to the

U.S. Department of Health and Human Services during fiscal year 2007—08, we noted several errors in
the disbursement amounts for the Title 111, Part B and Part C programs. For example, in the PSC-272
report for the federal fiscal quarter ending March 2008, Aging reported disbursements for the Title 111,
Part B program of roughly $14.5 million; however, the underlying documentation reflected a total
disbursement amount of about $15 million—representing a reporting error of more than $500,000.
Similarly, in the SF-269 report for the federal fiscal quarter ending June 2008, Aging reported an
amount of about $20.9 million in disbursements for the Title 111, Part B program; however, the
underlying documentation reflected roughly $21.9 million—a difference of nearly $1 million. Moreover,
Aging reported about $13 million and $12.5 million in disbursements for the Title 111, Part C-1

and Part C-2 programs, respectively; however, these amounts also did not trace to the underlying
documentation and were understated by roughly $100,000 and $20,000, respectively. Finally, although
the underlying documentation for the SF-269 report for the federal fiscal quarter ending March 2008
included cash on hand of roughly $68,000, Aging did not report this amount.

In November 2008 Aging developed procedures for the reports that establish supervisory review and
specify the respective due dates. If followed, these procedures should allow for the prevention and/or
early detection of any errors in future reports it submits to the federal government. Additionally, Aging
stated that it has experienced significant staff turnover and is in the process of training new staff on its
recently developed procedures. Until Aging fully implements its new procedures and trains its staff, it
will continue to run the risk of noncompliance with the federal reporting requirements.

Questioned Costs

Not applicable.

Recommendations

Aging should establish policies and procedures to ensure that its SF-269 and PSC-272 reports include
all activities, are supported by accounting records, and are fairly presented. These policies and
procedures should provide for management review and approval, as well as a system to track due dates
of the reports.

Aging should review, revise, and resubmit the SF-269 and PSC-272 reports it submitted to the
U.S. Department of Health and Human Services during fiscal year 2008 to ensure it submits accurate
and complete information.

Department’s View and Corrective Action Plan

Aging appreciates the Bureau of State Audits’ recommendations and is establishing policies and
procedures that will include the verification of content and accounting record support, management
review and approval, and a system to track due dates for the SF-269 and PSC-272 reports. Aging will be
working with the U.S. Health and Human Services’ Administration on Aging (AoA) in developing these
procedures to ensure that its methodology is consistent with AoA’s process and expectations.
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Aging has notified AoA that it is in the process of reviewing, correcting and resubmitting any reports
from 2008 that are inaccurate. Aging is also documenting best practices and procedures in order to
consistently and accurately complete these forms regardless of staff turnover.

Criteria

TITLE 45—PUBLIC WELFARE, PART 96—BLOCK GRANTS, Subpart C—Financial Management,
Section 96.30—Fiscal and Administrative Requirements

(b)

Reference Number: 2008-12-13

Federal Catalog Number: 93.568

Federal Program Title: Low-Income Home Energy Assistance (LIHEAP)
Federal Award Numbers and Years: G-07B1CALIEA; 2007

G-0601CALIE2; 2006
G-06B1CALIEA; 2006
G-05B1CALIEA; 2005
G-04B1CALIEA; 2004

Category of Finding: Reporting
State Administering Department: Department of Community Services and
Development (CSD)

Financial summary of obligation and expenditure of block grant funds—

(2)

Block grants containing time limits only on obligation of funds. After the close of each
statutory period for the obligation of block grant funds, each grantee shall report to
the department:

(i) Total funds obligated by the grantee during the applicable statutory period; and
(i)  The date of the last obligation.

Submission of information. Grantees shall submit the information required by paragraph
(b)(1), (2), and (3) of this section on OMB standard form 269A, Financial Status Report
(short form). Grantees are to provide the requested information within 90 days of the
close of the applicable statutory grant periods.

TITLE 45—PUBLIC WELFARE, PART 96—BLOCK GRANTS, Subpart H—Low Income Home Energy
Assistance Program, Section 96.81—Carryover and Reallotment

(b)

Required carryover and reallotment report. Each grantee must submit a report to the
Department by August 1 of each year, containing the information in paragraphs (b)(1) through
(b)(4) of this section. The Department shall make no payment to a grantee for a fiscal year unless
the grantee has complied with this paragraph with respect to the prior fiscal year.

(1)

The amount of funds that the grantee requests to hold available for obligation in the next
(following) fiscal year, not to exceed 10 percent of the funds payable to the grantee;

A statement of the reasons that this amount is to remain available will not be used in the
fiscal year for which it was allotted;

A description of the types of assistance to be provided with the amount held available; and

The amount of funds, if any, to be subject to reallotment.
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Financial Status Report (Short Form)—SF-269A, Instructions

10a  Total Outlays. Enter total program outlays less any rebates, refunds, or other credits. For reports
prepared on a cash basis, outlays are the sum of actual cash disbursements for direct costs for
goods and services, the amount of indirect expense charged, the value of in-kind contributions
applied, and the amount of cash advances and payments made to subrecipients. For reports
prepared on an accrual basis, outlays are the sum of actual cash disbursements for direct
charges for goods and services; the amount of indirect expense incurred; the value of in-kind
contributions applied; and the net increase or decrease in the amounts owed by the recipient
for goods and other property received for services performed by employees, contractors,
subgrantees and other payees; and other amounts becoming owed under programs for which
no current services or performances are required, such as annuities, insurance claims, and other
benefit payments.

Condition

CSD lacks adequate internal controls to ensure that proper federal reporting requirements are met.
Although it follows general guidance outlined in the Federal Grant Management Handbook and
California’s State Administrative Manual in preparing reports, CSD did not have formal policies

and procedures in place when completing the Financial Status Report (FSR) or the Carryover and
Reallotment Report during fiscal year 2007—08. Further, CSD lacks written procedures for its process
to reconcile information it uses to prepare the FSRs. CSD uses an internally developed spreadsheet to
track federal drawdowns for LIHEAP and reports these drawdowns as the federal share of program
outlays on the FSR as opposed to the actual cash disbursements. Although CSD reconciles total
drawdowns per the spreadsheet to cash disbursements per its accounting records quarterly, it does
not have written procedures that describe how the reconciliation should occur. Without written
policies and procedures that establish responsibility and provide guidance to staff on how to prepare,
review, and approve the reconciliation and the FSRs, the risk of reporting errors increases.

On January 22, 2009, CSD completed desk procedures for completing FSRs. However, it has yet to
complete desk procedures for reconciling the drawdowns to disbursements or for the Carryover and
Reallotment Report.

Further, CSD’s Carryover and Reallotment Report did not include all required information. Specifically,
our review of its Carryover and Reallotment Report dated July 3, 2007, found that CSD did not include
the applicable description of the types of assistance to be provided with the funds to be carried

over or evidence that the report had been reviewed and approved prior to CSD submitting it to the
U.S. Department of Health and Human Services. CSD staff stated that this oversight was corrected for
the 2008 report. We reported on a similar finding in our prior year’s report.

Questioned Costs

Not applicable.

Recommendations

CSD should develop and implement written policies and procedures to ensure that its reconciliations
of drawdowns to disbursements are appropriate. CSD should also develop and implement written
procedures to ensure that its annual Carryover and Reallotment reports are accurate and complete.
For example, CSD should ensure that it includes a description of the types of assistance to be provided
with the amount held available on subsequent annual Carryover and Reallotment reports and retain
evidence of its supervisory review and approval process.
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Department’s View and Corrective Action Plan

CSD agrees that written policies and procedures promote adherence and accuracy to federal reporting
requirements. However, a recent vacancy in the Accounting Unit has proved to be a hardship to staff,
and the main objective is to continue uninterrupted daily work processes. Although CSD is making
every effort to fill the vacant position, qualified candidates for accounting classifications are severely
limited at this time. Since CSD has a small Accounting Unit, a redirection of staff to complete the desk
procedures is not feasible and would put all other accounting activities and functions at risk. Therefore,
this project remains ongoing and has been put on hold until the position is filled.

Accounting employees at this time must defer to the state regulations for administrative and financial
functions that are contained in the State Administrative Manual (SAM). Accounting staff continuously
utilize SAM to provide general guidelines for their current processes.

In addition, to ensure proper federal reporting requirements are followed, CSD Accounting staff have
access to the various resources available within the office, including the Federal Grants Management
Handbook. The Accounting staff also has access to the U. S. Department of Health and Human Services
(Administration for Children and Families) and other federal Web sites to obtain guidance on federal
drawdown requirements and to learn of any updates, changes or new requirements.

Senior Accounting staff are crosstrained in the above procedure so that should a vacancy occur it can
be safely assumed that there still remains trained staff.

Accounting staff duty statements clearly establish functional responsibilities for the Unit. CSD believes
that these resources and internal documents comply with the auditor’s guidelines contained in the
A-133 Compliance Supplement that states “Control Activities are the policies and procedures that help
ensure that management’s directives are carried out” Additionally the Control Objectives, as stated,

are “to provide reasonable assurance that reports of Federal awards submitted to the Federal awarding
agency or pass-through entity include all activity of the reporting period, are supported by underlying
accounting or performance records, and are fairly presented in accordance with program requirements’

4

Auditor’s Comments on Department’s View

The Bureau of State Audits stands by its finding and related recommendations. Further, in the last two
paragraphs of its response, CSD implies that its practices comply with requirements found in the A-133
Compliance Supplement. However, CSD fails to mention that the first characteristic that the OMB
cites under its description of control activities is, “Operating policies and procedures clearly written
[emphasis added] and communicated”

Reference Number: 2008-12-15
Federal Catalog Number: 93.958
Federal Program Title: Block Grants for Community Mental

Health Services
Federal Award Number and Year: 06B1CACMHS-01; 2006
Category of Finding: Reporting

State Administering Department: Department of Mental Health (Mental Health)
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Criteria

TITLE 45—PUBLIC WELFARE, PART 96—BLOCK GRANTS, Subpart C—Financial Management,
Section 96.30—Fiscal and Administrative Requirements

(b)  Financial summary of obligation and expenditure of block grant funds—

(1) Block grants containing time limits on both the obligation and the expenditure of funds.
After the close of each statutory period for the obligation of block grant funds and after
the close of each statutory period for the expenditure of block grant funds, each grantee
shall report to the Department:

(i) Total funds obligated and total funds expended by the grantee during the
applicable statutory periods; and

(ii)  The date of the last obligation and the date of the last expenditure.

(4)  Submission of information. Grantees shall submit the information required by paragraph
(b)(1), (2), and (3) of this section on OMB Standard Form 269A, Financial Status Report
(short form). Grantees are to provide the requested information within 90 days of the
close of the applicable statutory grant periods.

Condition

In our prior-year audit, we reported that Mental Health did not have processes and procedures in
place to ensure that the annual Standard Form (SF269A), Financial Status Report, is accurate and
submitted on a timely basis. Specifically, we found that the same accounting specialist who prepared
the SF-269A report for the federal fiscal year 2005 block grants for Community Mental Health Services
(CMHS) was also responsible for keeping track of when the report was due and completing, signing,
and submitting the report. However, Mental Health did not ensure that the report was reviewed and
approved by someone other than the preparer. Further, although the report was due December 29,
2006, Mental Health did not submit it until March 15, 2007.

During our follow-up work for fiscal year 2007—08, we found that Mental Health partially corrected
this finding. Specifically, it submitted the SF-269A for the federal fiscal year 2006 CMHS grant before
the submission deadline and the staff member who approved the report was different than the staff
member who prepared the report. We also found that Mental Health’s accounting procedures specified
when the SF-269A was due and established methods to ensure the report’s accuracy. However, Mental
Health’s accounting procedures did not specifically identify the segregation of duties related to the
preparation and approval of the report.

After we brought this to Mental Health’s attention, it revised its procedures in February 2009 to require
both the preparer and the accounting administrator to sign the report.
Questioned Costs

Not applicable.

Recommendation

Mental Health should implement its procedures to ensure that the individual who approves the
SE-269A is not the same individual who prepares it.

Department’s View and Corrective Action Plan

Mental Health stated it has implemented procedures to ensure segregation of duties for approval and
preparation of the SF-269A.
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Reference Number: 2008-12-16
Federal Catalog Number: 93.566
Federal Program Title: Refugee and Entrant Assistance—State

Administered Programs (Refugee Program)
Federal Award Numbers and Year: G-07AACA9100; 2007

G-07AACA9110; 2007
Category of Finding: Reporting
State Administering Department: Department of Social Services (Social Services)

Criteria

TITLE 45—PUBLIC WELFARE, PART 400—REFUGEE RESETTLEMENT PROGRAM,
Subpart C—General Administration, Section 400.28—Maintenance of Records and Reports

(b) A State must submit statistical or programmatic information that the Director determines to be
required to fulfill his or her responsibility under the Act on refugees who receive assistance and
services which are provided, or the costs of which are reimbursed, under the Act.

ORR-6, Performance Report Instructions, (OMB No. 0970-0036.) states; “The Office of Refugee
Resettlement (ORR) uses data gathered from the ORR-6 Performance Report to determine the number
of months of Refugee Cash Assistance (RCA) and Refugee Medical Assistance (RMA) use based on
appropriations. State-by-state RCA and RMA utilization rates derived from the ORR-6 are calculated

for use in formulating program initiatives, priorities, standards, budget requests, and assistance policies.

The revised ORR-6 Performance Report is intended to provide participation and performance data and
no longer requests program expenditures for the reporting period. Also, medical screening data
are used in the annual report to Congress to document the number of newly arrived refugees and other
eligible populations accessing medical screening during the year”

Condition

In our prior-year audit, we reported that Social Services submitted its second quarter federal fiscal

year 2007 ORR-6 report to the federal ORR despite the report containing several errors. Specifically,
in a summary chart that reported the number of recipients of refugee cash assistance, we found four
instances where the number of families and individuals was more than the total number of persons.

During our follow-up procedures for fiscal year 2007—08, we found that Social Services made similar
errors. Specifically, in its federal fiscal year 2007—-08 second trimester ORR-6 report, the beginning
balances for the number of persons and/or cases for 26 of 58 counties did not agree with the

ending balances Social Services reported on its federal fiscal year 2007-08 first trimester ORR-6 report.
For example, in its second trimester report, Social Services reported the total number of persons at the
end of the previous trimester as 1,486. However, in its first trimester report, Social Services reported
1,879 as the total number of persons at the end of the trimester.

Additionally, Social Services was missing data for five of 58 counties included in its second trimester
ORR-6 report. According to staff in its Refugee Programs Bureau (RPB), discrepancies in the second
trimester ORR-6 report occurred because counties are incorrectly reporting their data. Further,
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staff stated that the county data was missing because the five counties did not submit their data

to Social Services in sufficient time to allow it to meet the ORR reporting deadline. Nevertheless,
Social Services’ submission of incorrect data in its ORR-6 reports affect the ORR’s ability to calculate
accurately the rates it uses to formulate program initiatives, priorities, standards, budget requests, and
assistance policies.

Staff in its RPB stated that Social Services will provide instruction to RPB staff on the ORR’s new
reporting requirements as well as provide guidance and training to the counties.

Questioned Costs

Not applicable.

Recommendations

Social Services should implement its plans to provide more guidance and training to RPB staff and
the counties regarding the ORR's reporting requirements. Social Services should also ensure that the
reports it submits to the ORR are accurate and complete.

Department’s View and Corrective Action Plan

Social Services concurs with the finding and stated that its RPB has completed the following to improve
the accuracy of the data submitted in the federal Quarterly Performance Report (ORR-6):

Reviewed federal ORR-6 reporting instructions with RPB staff and provided guidance on reviewing
the report contents on January 5, 2009.

-

-

Reviewed federal ORR-6 reporting instructions with county refugee coordinators (CRCs) at the
Quarterly CRC meeting on January 29, 2009.

+ Reviewed federal ORR-6 reporting instructions with staff from Northern California counties as part
of the RPB-hosted Refugee Resettlement Program (RRP) training on January 30, 2009. RPB also has
planned RRP training for other counties in the State, which will be conducted in March 2009 and
April 2009 (specifics of those training sessions are being finalized).

Issued federal ORR-6 reporting instructions to all counties with the trimester report due date
reminder on January 27, 2009.

-

In addition to the above, the RPB will do the following:
+ Reissue federal ORR-6 reporting instructions to all counties, via an all-county letter by April 1, 2009.

+ Correct errors identified in the federal ORR-6s for federal fiscal year 2007—-08 and submit amended
reports to the federal Office of Refugee Resettlement by May 1, 2009.

+ Internally check reports before submission to ORR to identify and explain missing county reports or
discrepancies with prior reports.

Reference Number: 2008-13-2
Category of Finding: Subrecipient Monitoring

State Administering Department: Department of Aging (Aging)
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Federal Catalog Number: 93.044

Federal Program Title: Special Programs for the Aging—Title 111,
Part B—Grants for Supportive Services and
Senior Centers

Federal Award Numbers and Years: 08AACAT3SP; 2008
07AACAT3SP; 2007

Federal Catalog Number: 93.045

Federal Program Title: Special Programs for the Aging—Title 111,
Part C—Nutrition Services

Federal Award Numbers and Years: 08AACAT3SP; 2008
07AACAT3SP; 2007

Federal Catalog Number: 93.053
Federal Program Title: Nutrition Services Incentive Program
Federal Award Numbers and Years: 08AACANSIP; 2008

07AACANSIP; 2007

Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(1)  1dentify Federal awards made by informing each subrecipient of CFDA title and number,
award name and number, award year, if the award is R&D, and name of Federal agency.
When some of this information is not available, the pass-through entity shall provide the
best information available to describe the Federal award.

(3)  Monitor the activities of subrecipients as necessary to ensure that Federal awards are
used for authorized purposes in compliance with laws, regulations, and the provisions of
contracts or grant agreements and that performance goals are achieved.

TITLE 45—PUBLIC WELFARE, PART 92—UNIFORM ADMINISTRATIVE REQUIREMENTS
FOR GRANTS AND COOPERATIVE AGREEMENTS TO STATE, LOCAL, AND TRIBAL
GOVERNMENTS, Subpart C—Post-Award Requirements, Section 92.21 —Payment

(©) Advances. Grantees and subgrantees shall be paid in advance, provided they maintain or
demonstrate the willingness and ability to maintain procedures to minimize the time elapsing
between the transfer of the funds and their disbursement by the grantee or subgrantee.

TITLE 45—PUBLIC WELFARE, PART 92—UNIFORM ADMINISTRATIVE REQUIREMENTS

FOR GRANTS AND COOPERATIVE AGREEMENTS TO STATE, LOCAL, AND TRIBAL
GOVERNMENTS, Subpart C—Post-Award Requirements, Section 92.40—Monitoring and Reporting
Program Performance
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(a)  Monitoring by grantees. Grantees are responsible for managing the day-to-day operating
conditions of grant and subgrant supported activities. Grantees must monitor grant and
subgrant supported activities to assure compliance with applicable Federal requirements and
that performance goals are being achieved. Grantee monitoring must cover each program,
function or activity.

Condition
Award Identification

Aging lacks internal controls to ensure it identifies the federal agency name to its subgrantees at the
time of the award. Specifically, Aging’s contract review and approval process does not ensure that its
staff include specific references to the name of the federal agency—the U.S. Department of Health and
Human Services—on the standard agreements it sends annually to each of its subgrantees.

During-the-Award Monitoring

Although Aging has a process in place for monitoring subgrantees’ use of funds, which includes

site visits by its fiscal and contracts team (team), it lacks adequate procedures that require staff to
document the specific procedures they performed or the documents they reviewed to support their
conclusions. While on-site, the team uses Aging’s fiscal review tool that is designed to guide their
assessment of subgrantees’ compliance with various federal requirements outlined in U.S. Office of
Management and Budget (OMB) Circular A-102, Grants and Cooperative Agreements with States and
Local Governments, which is codified at Tite 45, Code of Federal Regulations, Part 92, including those
pertaining to allowable costs, cash management, and program income. However, in reviewing the files
related to three of the eight site visits conducted by the team during fiscal year 2007—-08, we were unable
to identify the procedures performed or arrive at the same conclusions as Aging’s staff due to the

lack of sufficient documentation. For example, we could not determine whether the team had verified
subgrantees’ compliance with established cash management procedures to minimize the time elapsing
between drawdown and disbursement of program funds. Additionally, we could not conclude whether
Aging verified that subgrantees used program income, rebates, refunds, and other income and receipts
before requesting additional federal funds.

Furthermore, the lack of adequate procedures results in inconsistencies. For instance, two of the

three files we reviewed contained adequate supporting documentation for the requirement related to
allowable costs; however, the third file only contained the fiscal review tool and did not include any
supporting documentation related to this requirement. Thus, we could not identify the procedures
performed or records reviewed by Aging’s team to conclude the subgrantee complied with this
requirement. According to the team coach, Aging requires only the completion of the fiscal review tool
and does not require staff to retain further supporting documentation to demonstrate their conclusions
are drawn from adequate sources. She also stated that she has confidence in the professional judgment
of the team and is present during the on-site review. However, we noted that for its program reviews,
Aging does require its staff to retain copies of all documents they obtain from the subgrantee as

part of its official records. Aging should also extend this requirement to its fiscal reviews because
without adequate documentation to support conclusions reached during these reviews, Aging cannot
demonstrate that it effectively monitors its subgrantees and ensures that they are using program funds
in accordance with applicable federal requirements.

Questioned Costs

Not applicable.

Recommendations

Aging should identify the federal agency in its annual standard agreements that it enters into with each
of its subgrantees. Furthermore, it should revise its subgrantee monitoring procedures to require its
fiscal and contracts review team to identify the specific procedures they perform and to retain copies of
all documents they obtain from the subgrantee as part of its official records.
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Department’s View and Corrective Action Plan
Award Notification:

Aging stated that it has added the federal agency name to its subgrantee contracts for fiscal 2009-10.
In addition, Aging stated that it complies with OMB Circular A-133, Subpart B, requiring identification
of federal awards made, Catalog of Federal Domestic Assistance title and number, award name and
number, award year, and name of federal agency by providing its subgrantees, area agencies on aging
(AAAs) with a copy of its Single Audit Guide. The guide provides the required information, including
the name of the federal agency, and also informs the AAAs of their own obligation to meet the
requirement with their subrecipients.

During-the-Award-Monitoring:

Aging stated that its fiscal and contracts team will develop written procedures documenting the
fiscal monitoring process. The procedures will include a requirement to identify specific procedures
performed during on-site fiscal monitoring and to retain copies of all documents obtained from the
subgrantee as part of the official monitoring file.

Auditor’s Comments on Department’s View

Aging’s statement that it complies with OMB Circular A-133, Subpart B, which requires the
identification of federal awards made by informing each subgrantee of the name of the federal agency is
questionable. Specifically, although its deputy director stated that Aging informs each of its subgrantees
of the name of the federal agency in its Single Audit Guide, she was unable to provide us with a

written policy requiring its auditors to provide the guide to the subgrantees. Thus, it is unclear if the
subgrantees actually received the guide.

Reference Number: 2008-13-19

Federal Catalog Number: 93.568

Federal Program Title: Low-Income Home Energy Assistance (LIHEAP)
Federal Award Numbers and Years: G-08B1CALIEA; 2008

G-07B1CALIEA; 2007
G-06B1CALIEA; 2006
G-0601CALIE2; 2006
G-05B1CALIEA; 2005

Category of Finding: Subrecipient Monitoring
State Administering Department: Department of Community Services and
Development (CSD)

Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400— Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
federal awards it makes:
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(1)  1dentify federal awards made by informing each subrecipient of CFDA title and number,
award name and number, award year, if the award is R&D, and name of federal agency.
When some of this information is not available, the pass-through entity shall provide the
best information available to describe the federal award.

(4)  Ensure that subrecipients expending $300,000 ($500,000 for fiscal years ending after
December 31, 2003) or more in Federal awards during the subrecipient’s fiscal year have
met the audit requirements of this part for that fiscal year.

(5)  Issue a management decision on audit findings within six months after receipt of the
subrecipient’s audit report and ensure that the subrecipient takes appropriate and timely
corrective action.

Condition
Award Identification

CSD’s contract review and approval process lacks internal controls to ensure the federal awarding
agency and all laws and regulations are identified at the time of the award. Our review of eight of

the 143 LIHEAP subgrantee contracts with active contract terms during fiscal year 2007—08 found

that three contracts issued in 2006 and 2007 did not contain the appropriate award identification
information. We reported a similar finding in our report last year, and CSD responded by revising its
2008 subgrantee contracts to comply with requirements. By not providing complete award information,
CSD cannot be sure that its subgrantees are aware of all the program’s requirements.

OMB Circular A-133 Audits

CSD’s audit services unit (ASU) lacks sufficient internal controls to ensure that it receives and follows
up on all subgrantee audits timely. Specifically, according to CSD’s stafl management auditor, through
late 2008, ASU used an Access database to track the receipt of subgrantees’ OMB Circular A-133 audits
and its desk reviews and follow-up letters related to those audits. However, he also stated that beginning
in approximately January 2008, staff responsible for entering audit information into this database were
transferred out of the ASU, and the database was not maintained properly.

Consequently, because of the inaccurate audit report tracking information in the database and lack

of procedures to identify missing or late audit reports, some subgrantees did not receive timely desk
reviews. During our review of five of the OMB Circular A-133 reports for the roughly 45 subgrantees,
we found that ASU auditors did not receive and perform desk reviews of the 2006 and 2007 OMB
Circular A-133 audit reports for one of the subgrantees until mid-January 2009. Although the
subgrantee’s audit report did not contain any audit findings related to LIHEAP, delays such as this one
could hinder CSD’s ability to issue management decisions on OMB Circular A-133 audit reports that do
contain audit findings.

According to CSD’s staff management auditor, the new ASU manager requested that CSD’s information
technology (IT) unit develop a more complete and customized application to track the ASU’s

audit reviews. However, CSD’s IT unit is working on other projects so in the interim ASU is using
Outlook reminders and tracking spreadsheets to ensure that staff review and follow up all OMB
Circular A-133 audits.

Questioned Costs

Not applicable.

Recommendations

CSD should continue to ensure that its agreements with its subgrantees include all required award
identification information. Additionally, CSD’s ASU should continue its efforts to ensure that all
subgrantee OMB Circular A-133 audits are received and reviewed within the time frames established
by OMB Circular A-133.
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Department’s View and Corrective Action Plan

CSD concurs with this finding. As discussed in the condition, CSD has already implemented a manual
tracking process to identify missing or late independent auditor reports. These procedures were
provided to the Bureau of State Audits (BSA) during its fieldwork.

Auditor’s Comments on Department’s View

The final sentence of CSD’s view and corrective action plan implies that the BSA did not sufficiently
take into consideration the procedures it provided. The BSA would like to clarify that its concern relates
to CSD’s implementation of its procedures, not the procedures themselves.

Reference Number: 2008-13-20
Federal Catalog Number: 93.563
Federal Program Title: Child Support Enforcement (CSE)
Federal Award Numbers and Years: 0804C A4004; 2008
0704CA4004; 2007
Category of Finding: Subrecipient Monitoring
State Administering Department: Department of Child Support Services (Child

Support Services)

Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400— Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(1)  1dentify Federal awards made by informing each subrecipient of CFDA title and number,
award name and number, award year, if the award is R&D, and name of Federal agency.
When some of this information is not available, the pass-through entity shall provide the
best information available to describe the Federal award.

(3)  Monitor the activities of subrecipients as necessary to ensure that Federal awards are
used for authorized purposes in compliance with laws, regulations, and the provisions of
contracts or grant agreements and that performance goals are achieved.

(4)  Ensure that subrecipients expending $300,000 ($500,000 for fiscal years ending after
December 31, 2003) or more in Federal awards during the subrecipient’s fiscal year have
met the audit requirements of this part for that fiscal year.

(5)  Issue a management decision on audit findings within six months after receipt of the
subrecipient’s audit report and ensure that the subrecipient takes appropriate and timely
corrective action.

TITLE 45—Public Welfare, CHAPTER 1I1—OFFICE OF CHILD SUPPORT ENFORCEMENT (CHILD
SUPPORT ENFORCEMENT PROGRAM), ADMINISTRATION FOR CHILDREN AND FAMILIES,
DEPARTMENT OF HEALTH AND HUMAN SERVICES, PART 302—State Plan Requirements,
Section 302.10—Statewide Operations
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(c)(2) Regular planned examination and evaluation of operations in local offices by regularly assigned
State staff, including regular visits by such staff; and through reports, controls, or other
necessary methods.

Condition

Child Support Services did not completely fulfill its subrecipient monitoring responsibilities for the
CSE program. In the prior year, we reported that Child Support Services did not provide the Catalog
of Federal Domestic Assistance (CFDA) title and number, the award number, and the name of

the federal agency in the agreement that it executes with each local child support agency (LCSA). The
U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement states that
pass-through entities are responsible for identifying this information to the subrecipient at the time of
the award. In its corrective action plan, Child Support Services stated that it had included the required
award identification information in the current agreement for subsequent approval by each LCSA.
However, when we reviewed the agreement effective June 2008, we determined that it did not include
this information. In September 2008, Child Support Services sent each subrecipient an e-mail notifying
them of the CFDA title and number, as well as the awarding agency. Child Support Services stated
that it believes it has fulfilled the requirement by sending the September notice. However, this was
more than three months after the effective date of the agreement, and the notification did not explain
that this information was supplemental to the earlier agreement. Further, the e-mail did not include
the award number. If subrecipients are not notified of the federal award information at the time of the
agreement, they may not be aware of award requirements as they are expending funds.

In the prior year, we also reported that Child Support Services did not effectively monitor the

LCSAS’ use of federal funds through site visits, limited scope audits, or other means. Specifically, we
determined that its use of limited scope audits conducted by the Department of Finance provided
insufficient assurance of LCSAs’ compliance with federal requirements. Child Support Services
contracted with the Department of Finance in August 2004 to conduct audits that evaluate the LCSAS’
compliance with U.S. Office of Management and Budget Circulars A-133 and A-87, state codes and
regulations applicable to the Administrative Expense Claim Schedule and Certification, and related
internal controls.

During state fiscal year 2007-08, the Department of Finance completed audits of only three of

the 52 LCSAs. Including these three audits, we found that only 16 of 52 LCSAs have been audited

since 2004. Child Support Services stated that funding for these audits has not increased, and as a
result only a limited number of audits can be completed. Further, of the 14 findings issued for the audits
completed during fiscal year 2007—-08, only two findings had been (ully corrected by January 2009.
Also, Child Support Services did not request follow-up documentation for four of the findings, which
included several significant issues. These audits are central to Child Support Services” oversight of the
LCSAs’ compliance with federal requirements, and according to Child Support Services, are the key
control for allowability of costs at the LCSA level. The contract between Child Support Services and
the Department of Finance limits audit costs to $400,000 per year. However, audits completed during
fiscal year 200708 yielded findings that resulted in Child Support Services requesting $676,106 in
repayment from LCSAs (as of January 2009, $359,104 has been repaid). Without these audits, Child
Support Services” current procedures do not provide reasonable assurance that the LCSAs meet federal
requirements, such as spending federal funds only on allowable activities and costs. Also, without
sufficient follow-up on audit findings in a timely manner, Child Support Services has no assurance

that the findings have been resolved, and LCSAs may continue to be out of compliance with state and
federal regulations.

In addition, we found in the prior year that Child Support Services did not issue management decisions
related to subrecipients” OMB Circular A-133 audit findings within the required six-month time

frame. OMB Circular A-133 requires a management decision to be issued for subrecipient A-133 audit
findings within six months of receipt of the report from the subrecipient. The State has established

a process whereby local governments submit copies of their OMB Circular A-133 reports to the

State Controller’s Office (SCO). The SCO is responsible for certifying that the report conforms to
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auditing standards. Upon certification, it sends copies of OMB Circular A-133 audit reports to state
agencies. In response to this finding in fiscal year 2007—08, Child Support Services stated that it would
use the SCO’s report date and ensure that management decisions on findings are issued within the
required period. However, although Child Support Services no longer calculated the six-month period
from the date it received the reports, it changed its process to calculate from the date that the SCO
certifies the reports rather than when the SCO received the reports. Despite the fact that the State of
California has assigned aspects of the OMB Circular A-133 review process to different agencies, to
ensure audit findings are dealt with promptly, this six-month period should be calculated from the date
the SCO receives a final OMB Circular A-133 report from the local government.

By December 2008, Child Support Services had received copies of only 16 of the 58 county OMB
Circular A-133 audit reports due March 30, 2008. On average, these reports were certified five months
after the SCO received them. Five of the 16 audits included findings requiring Child Support Services
to issue a management decision. However, Child Support Services received four of these five audits
more than six months after the State initially received it, and the fifth was received four days before

the six-month deadline. As of December 2008, the five reports had been in Child Support Services’
possession for an average of nearly three months, and it had not yet issued any management decisions.
Further, as of December 2008, Child Support Services’ records indicated that it had not received several
audits that had been certified according to the SCO’s records. As a result, Child Support Services has
not issued management decisions within the required time frame.

Questioned Costs

Not applicable.

Recommendations

Child Support Services should ensure that it provides all required federal award information to
subrecipients at the beginning of their agreements.

Further, Child Support Services should increase during-the-award monitoring conducted of LCSAs.
If Child Support Services believes that it is cost-beneficial to do so, it should consider increasing the
number of audits performed by the Department of Finance each year. If it does not believe these
reviews to be cost-beneficial, it should explore other alternatives for reviews of LCSAs.

Finally, Child Support Services should work with the SCO to ensure that it receives county OMB
Circular A-133 audits promptly, allowing it sufficient time to issue management decisions regarding
audit findings. These decisions should be issued within six months of the date the State receives the
report from the subrecipient.

Department’s View and Corrective Action Plan

Child Support Services will provide all the required information to the LCSAs at the beginning of
their agreements.

Child Support Services has improved its process to resolve findings of the LCSAs and plans to use
a new approach to increase its monitoring of the LCSAs, which may be in conjunction with the
Department of Finance audits.

Child Support Services will communicate with the SCO to work towards a more timely response in
issuing management decisions.
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Reference Number: 2008-13-22
Federal Catalog Number: 93.959
Federal Program Title: Block Grants for Prevention and Treatment of
Substance Abuse
Federal Award Numbers and Years: 08B1CASAPT; 2008
07B1CASAPT; 2007
Category of Finding: Subrecipient Monitoring
State Administering Department: Department of Alcohol and Drug
Programs (ADP)
Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(4)  Ensure that subrecipients expending $300,000 (£500,000 for fiscal years ending after
December 31, 2003) or more in Federal awards during the subrecipient’s fiscal year have
met the audit requirements of this part for that fiscal year.

(5)  Issue a management decision on audit findings within six months after receipt of the
subrecipient’s audit report and ensure that the subrecipient takes appropriate and timely
corrective action.

STATE ADMINISTRATIVE MANUAL, Section 20070—Federal Pass-Through Funds

The Federal Single Audit Act of 1984 as amended by the Single Audit Act Amendment of 1996

and amendments in conjunction with the OMB Circular A-133, defines a pass-through entity as a
non-federal entity that provides a federal award to a subrecipient to carry out a federal program. The
OMB Circular A-133, Subpart D, describes the responsibilities of federal agencies and pass-through
entities. Specifically, Section .400(d) prescribes the responsibilities of a pass-through entity for the
federal awards it makes.

To ensure that the State of California carries out its responsibilities in accordance with this federal act,
the following procedures shall apply:

2. The SCO will coordinate single audit compliance with local governments.

g. Each state entity will monitor the federal funds it disburses to local governments to ensure
compliance with federal laws and regulations. State entities will receive local government
audit reports performed in accordance with the Single Audit Act of 1984, P.L. 98-502, and
the Single Audit Act Amendments of 1996, P.L. 104-156 from the SCO when the audit
report includes a schedule of findings and questioned costs with respect to federal funds
that were passed through state entities. In addition, the SCO will distribute the single
audit reports to state entities when the prior fiscal year’s single audit report included audit
findings related to federal funds. The state entity will review these reports and evaluate
the corrective action plans submitted in response to findings of noncompliance.
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h. All contracts or agreements issued by state entities concerning disbursement of federal
funds to local governments will include the requirement for an audit in accordance with
PL. 104-156 and amendments.

L. The SCO will inform units of local government to submit copies of audit reports and
corrective action plans, when warranted, prepared in accordance with P.L. 104-156 and
amendments directly to the SCO.

j- The SCO will distribute copies of each audit report and corrective action plan to state
entities affected by audit findings.

k. State entities will follow up on audit findings pertaining to federal programs, which they
administer, and the SCO will follow up on general findings such as those relating to
internal control.

L. The SCO will review and monitor the audit reports issued by external independent
auditors. The SCO will determine whether or not the audit reports conform to
Government Auditing Standards.

Condition

ADP did not follow its procedures for initiating written and verbal contact with those counties that had
delinquent OMB Circular A-133 audits. The State Controller’s Office (SCO) notifies state agencies of
those local governments that are required to submit an OMB Circular A-133 audit but have not done
so. The manager of ADP’s Audit Services Branch stated that the staff member who was responsible

for OMB Circular A-133 audit follow-up was no longer performing this function as of October 2006.
Although the position was filled in October 2007, ADP did not initiate written or verbal contact with
the two counties that had delinquent OMB Circular A-133 audits.

Additionally, ADP does not have any written policies or procedures in place regarding the OMB
Circular A-133 requirement to issue management decisions. Further, ADP did not issue management
decisions for the audit findings contained in the OMB Circular A-133 audits for two other counties. The
staff in charge of this task stated that since a large number of reports have had to be resubmitted to

the SCO, ADP elected to wait for the remaining reports to be submitted before issuing audit resolution
letters for those counties with audit findings. However, the delays resulting from either the SCO or ADP
prevent the State from complying with the OMB Circular A-133 six-month time period for issuing
management decisions.

Questioned Costs

Not applicable.

Recommendations

ADP should ensure that staff follow up with counties that have not submitted their OMB

Circular A-133 audits. ADP should also work closely with the SCO to ensure that it promptly receives
those county OMB Circular A-133 audit reports that have audit findings. Finally, ADP should ensure
that it issues management decisions on audit findings within six months after the SCO receives the
counties’ OMB Circular A-133 audit reports.

Department’s View and Corrective Action Plan

ADP stated that the SCO is the Single Audit oversight agency for most California local governments.
Because the SCO is ADP’s first point of contact in the audit resolution process, it works closely with
SCO with regard to OMB Circular A-133 audit submissions. For the audits completed for fiscal

year 2006—07, and as explained to the Bureau of State Audits (BSA) auditors, the SCO rejected some
audits and granted a number of audit extensions to counties. These actions extended the date for
audit report submission into the beginning of calendar year 2009. All the OMB Circular A-133 audits
identified as delinquent in the BSA’s audit report were included in those either rejected or extended by
the SCO. However, the SCO has provided a final list, and ADP has conducted necessary follow-up.
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The SCO is planning to make some procedural changes for the audits completed for fiscal

year 2007-08, which will allow ADP to follow-up with the counties timelier. ADP remains committed
to working with the SCO in an effort to achieve a more efficient and timely process in meeting its OMB
Circular A-133 audit requirements.

Auditor’s Comments on Department’s View

ADP’s statement that the two OMB Circular A-133 audits identified as delinquent were rejected or
extended by the SCO is incorrect. According to the information the BSA received from the SCO, as of
March 18, 2009, these two subgrantees had not submitted their OMB Circular A-133 audit reports for
fiscal year 2006-07.

Reference Number: 2008-13-23
Federal Catalog Number: 93.958
Federal Program Title: Block Grants for Community Mental

Health Services

Federal Award Numbers and Years: 2B09SM010005-07; 2007
06B1CACMHS-01; 2006
05B1CACMHS-01; 2005

Category of Finding: Subrecipient Monitoring

State Administering Department: Department of Mental Health (Mental Health)

Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(1)  ldentify Federal awards made by informing each subrecipient of CFDA title and number,
award name and number, award year, if the award is R&D, and name of Federal agency.
When some of this information is not available, the pass-through entity shall provide the
best information available to describe the Federal award.

(4)  Ensure that subrecipients expending $300,000 (£500,000 for fiscal years ending after
December 31, 2003) or more in Federal awards during the subrecipient’s fiscal year have
met the audit requirements of this part for that fiscal year.

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart B—Audits, Section .225—Sanctions

No audit costs may be charged to Federal awards when audits required by this part have not been made
or have been made but not in accordance with this part. In cases of continued inability or unwillingness
to have an audit conducted in accordance with this part, Federal agencies and pass-through entities
shall take appropriate action using sanctions such as:

(a)  Withholding a percentage of Federal awards until the audit is completed satisfactorily;
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(b)  Withholding or disallowing overhead costs;
(c) Suspending Federal awards until the audit is conducted; or

(d) Terminating the Federal award.

Condition

In our prior-year audit, we reported that Mental Health used the incorrect Catalog of Federal Domestic
Assistance (CFDA) title in its correspondence to the counties by referring to the grant as “Federal
Substance Abuse and Mental Health Services Administration (SAMHSA) Block Grant” We also
reported that Mental Health did not have procedures in place to follow up when counties had not
submitted their annual OMB Circular A-133 audits to the State.

During our follow-up procedures for fiscal year 2007-08, we found that Mental Health had not
addressed this finding. Specifically, it did not use the correct CFDA title in its correspondence to

the counties. We also found that Mental Health continued to lack a procedure for following up

with counties that have delinquent OMB Circular A-133 audits. According to staff in its Program
Compliance Division, Mental Health has developed a procedure to enforce counties’ compliance with
the audit requirement that includes a template for the letter it will send to the counties when the State
Controller’s Office (SCO) indicates that it has not received the county’s OMB Circular A-133 audit.
Mental Health estimates that the template will be finalized approximately March 15, 2009. Mental
Health stated that upon approval of the template, it would commence enforcement by communicating
with the SCO on any outstanding issues that may require Mental Health's attention. Until Mental
Health establishes procedures, it will be unable to identify and take appropriate corrective action
against the counties that fail to comply with the OMB Circular A-133 audit requirements.

Questioned Costs

Not applicable.

Recommendations

Mental Health should institute procedures to ensure that it is using the correct CFDA title on its
correspondence to counties. Mental Health should also implement procedures for following up with
counties that have not submitted their OMB Circular A-133 audits and should sanction them as
necessary.

Department’s View and Corrective Action Plan

Mental Health stated it concurs that the CFDA title “Block Grants for Community Mental Health
Services” had not been used in its correspondence with the counties. Mental Health will change all
forms sent to the county to the correct title as recommended by the audit finding.

Mental Health also stated that it would implement procedures to follow up with counties that have not
submitted their OMB Circular A-133 audits and take appropriate actions.

Reference Number: 2008-13-25
Federal Catalog Number: 93.556

Federal Program Title: Promoting Safe and Stable Families (PSSF)
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Federal Award Numbers and Years: G-0811CAFPCV; 2008
G-0701CAOQOFP; 2007
G-0601CAQOQFP; 2006
G-0501CAOQO0FP; 2005
Category of Finding: Subrecipient Monitoring
State Administering Department: Department of Social Services (Social Services)
Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(4)  Ensure that subrecipients expending $300,000 ($500,000 for fiscal years ending after
December 31, 2003) or more in Federal awards during the subrecipient’s fiscal year have
met the audit requirements of this part for that fiscal year.

(5)  Issue a management decision on audit findings within six months after receipt of the
subrecipient’s audit report and ensure that the subrecipient takes appropriate and timely
corrective action.

Condition

In our prior-year audit, we reported that Social Services did not have processes and procedures to
ensure that its noncounty subrecipients have met the OMB Circular A-133 audit requirements.
Specifically, Social Services did not have a process in place to collect and review the OMB
Circular A-133 audits, nor to ensure that it issues management decisions within six months after
receiving the audit.

During our follow-up procedures for fiscal year 2007-08, Social Services stated that staff in its Office
of Child Abuse Prevention (OCAP) have identified all noncounty subrecipients and will include the
OMB Circular A-133 audit requirement in its awards to them. Additionally, Social Services stated

that its OCAP staff are working with its audit staff to draft processes and procedures to ensure that

the audit requirements are met. Finally, according to the chief of OCAP, Social Services plans to have
these processes and procedures in place in fiscal year 2008—09. However, as of November 2008, Social
Services had yet to implement them. Without performing these functions, Social Services is unable to
ensure that these subrecipients have taken timely and appropriate corrective action on all audit findings
and are complying with the applicable federal program requirements.

Questioned Costs

Not applicable.

Recommendations

Social Services should implement the processes and procedures that it has proposed to collect and
respond to noncounty subrecipients’ OMB Circular A-133 audits, including processes and procedures
to do the following:

(1)  Ensure that all required subrecipients meet the audit requirement.

(2) Issue a management decision on audit findings within six months after receipt of the
audit report.

(3)  Ensure that the subrecipient takes appropriate and timely corrective action.
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Social Services stated that it concurs with this finding. Specific to the OMB Circular A-133 audit
requirements addressed in this finding, the OCAP, in consultation with the Children and Family
Services Division (CFSD) Foster Care Audits and Rates Branch, developed procedures to ensure that
specified subrecipients meet the OMB Circular A-133 audit requirements and that CFSD staff follow up
on any audit findings to ensure that appropriate and timely corrective action is taken.

Social Services also stated that although this finding was specific to the Promoting Safe and Stable
Families program, in order to ensure compliance with all the federal requirements referenced in the
Bureau of State Audits’ (BSA) 2008 Federal Compliance Audit, its CFSD has incorporated language
to reflect the specific requirements noted in various findings. Specifically, the CFSD has established
procedures to ensure that OMB Circular A-133 audit requirements, suspension and debarment
requirements, and the CFDA title and number requirements are addressed in all of its grants and
contracts. These procedures also include a Grantee Certification Form that must be signed by the
grant recipient and submitted as part of the grant award. See Attachment C (Checklist), Attachment
D (Grantee Certification) and Attachment E (Revised Procedures). The attachments are available for

review at the BSA.

Reference Number:

Category of Finding:

State Administering Department:
Federal Catalog Number:

Federal Program Title:

Federal Award Numbers and Years:

2008-13-26

Subrecipient Monitoring

Department of Social Services (Social Services)
93.558

Temporary Assistance for Needy
Families (TANF)

G-0802CATANF; 2008
G-0702CATANEF; 2007

Federal Catalog Number:

Federal Program Title:

Federal Award Numbers and Years:

93.658
Foster Care—Title IV-E

0801CA1401; 2008
0701CA1401; 2007

Federal Catalog Number:

Federal Program Title:

Federal Award Numbers and Years:

93.659
Adoption Assistance

0801CA1407; 2008
0701CA1407; 2007

Federal Catalog Number:

Federal Program Title:

93.566

Refugee and Entrant Assistance—State
Administered Programs (Refugee Program)
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Federal Award Numbers and Years: 08AACA9100; 2008
07AACA9100; 2007
Federal Catalog Number: 93.556
Federal Program Title: Promoting Safe and Stable Families (PSSF)
Federal Award Numbers and Years: G-0801CAFPSS; 2008
G-0701CAOOQFP; 2007
G-0601CAQOFP; 2006
Federal Catalog Number: 93.645
Federal Program Title: Child Welfare Services—State Grants (CWS)
Federal Award Numbers and Years: G-0801CA1400; 2008
G-0701CA1400; 2007
Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(1)  Identify Federal awards made by informing each subrecipient of CFDA title and number,
award name and number, award year, if the award is R&D, and name of the Federal
agency. When some of this information is not available, the pass-through entity shall
provide the best information available to describe the Federal award.

(2)  Advise subrecipients of requirements imposed on them by Federal laws, regulations,
and the provisions of contracts or agreements as well as any supplemental requirements
imposed by the pass-through entity.

Condition

Social Services did not identify federal award information, such as Catalog of Federal Domestic
Assistance (CFDA) title and number, when issuing subawards to the counties for the programs listed
above, excluding the Refugee Program. Although Social Services has periodic, ongoing correspondence
with counties through the use of its fiscal letters that it uses to notify them of any issues related

to administrative costs and other services, these letters were not used to notify counties receiving
funds for the remaining five programs of the federal award information and relevant federal laws and
regulations governing the programs. According to the chief of the Contracts and Financial Analysis
Bureau, by the time the prior-year finding was brought to her attention, the county fiscal letters had
already been released for these programs.

Additionally, Social Services does not send any notification to the counties regarding their subawards
for the administrative expenses and the assistance payments they make to program beneficiaries.
Instead, Social Services makes monthly cash advances to the counties and then requires the counties to
submit administrative claims quarterly and assistance claims monthly. Although Social Services does
not enter into a contract or similar agreement with the counties, it is clear that the State is granting
subawards to the counties and is required to notify them of the federal award information and the
relevant federal laws and regulations governing the programs.
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Finally, during our follow-up procedures for the PSSF and Refugee programs, we found that
Social Services did not provide all of the required federal award information in its contracts

with its noncounty subrecipients. According to the chief of the Contracts and Financial Analysis
Bureau, Social Services is working on a revised process to communicate award information to its
noncounty subrecipients.

By not providing complete award information to its county and noncounty subrecipients, Social
Services cannot be sure that its subrecipients are aware of and following all program requirements
imposed on them.

Questioned Costs

Not applicable.

Recommendations

Social Services should amend its process for making subawards to the counties to include using either
its annual fiscal letters or providing additional information with its single funding page crosswalk to
notify the counties of the federal award information and relevant federal laws and regulations governing
the programs.

Social Services should also continue its implementation of a process to communicate the federal
award information and relevant federal laws and regulations governing the programs to its
noncounty subrecipients.

Department’s View and Corrective Action Plan

Social Services stated that it concurs with the finding. Social Services will correct this problem through
the release of an annual county fiscal letter that will identify the general federal award information
for the counties.

Social Services also stated it will work with the federal granting agency, the Administration for Children
and Families, regarding the requirement to notify subrecipients of the federal award information and
relevant federal laws and regulations that govern the grant award.

Reference Number: 2008-13-27
Federal Catalog Number: 93.658
Federal Program Title: Foster Care—Title 1V-E
Federal Award Numbers and Years: 0801CA1401; 2008
0701CA1401; 2007
Category of Finding: Subrecipient Monitoring
State Administering Department: Department of Social Services (Social Services)

Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
SUBPART D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities
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(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(3)  Monitor the activities of subrecipients as necessary to ensure that Federal awards are
used for authorized purposes in compliance with laws, regulations, and the provisions of
contracts or grant agreements and that performance goals are achieved.

Condition

Social Services did not adequately monitor the activities of its contractor. Specifically, in accordance
with its state plan, Social Services contracts with the Judicial Council of California (Judicial Council),
which evaluates the counties’ juvenile court procedures and provides technical assistance to the
counties’ judges, commissioners, referees, and court staff. Additionally, the Judicial Council will
participate in meetings with the counties” welfare and probation department staff to improve
compliance with Title IV-E. As part of its evaluation, the Judicial Council reviews court files and makes
recommendations to the counties.

However, Social Services did not follow up on the recommendations made by the Judicial Council

to the counties. According to Social Services, its follow-up on Judicial Council findings would be
determined by the severity of the error found. For example, Social Services considers clerical errors less
critical than a missing court order. Further, Social Services stated it would consider whether an error
was isolated or systemic. Although Social Services stated that it has a process in place for following

up on errors found by the Judicial Council, it failed to provide us any evidence of its follow-up efforts.
Further, Social Services was unable to provide any written policy or procedures regarding its follow-up
activities. Social Services stated that it would assign a stafl person to monitor the Judicial Council’s
contract and reports.

If Social Services does not follow up on errors identified by its contractor, it risks allowing county
practices that are out of compliance with Title IV-E program eligibility requirements to continue.

Questioned Costs

Not applicable.

Recommendation

Social Services should establish a process to ensure that it follows up with the counties on the
recommendations made by the Judicial Council. The process should include written policies and
procedures that dictate those recommendations that require follow-up.

Department’s View and Corrective Action Plan

Social Services stated that it concurs with this finding. The Foster Care Audits and Rates Branch
(FCARB) is responsible for the Judicial Review and Technical Assistance Program (JRTA) contract and
receives the reports from the Administrative Office of the Courts (AOC) for review. FCARB will assign
staff in the Funding and Eligibility Unit to review the recommendations submitted in the AOC reports.
The appropriate child welfare agency will be contacted via a template letter that identifies the AOC
recommendations and advise the county that the Funding and Eligibility Unit is available for technical
assistance in addition to the technical assistance provided by JRTA. The FCARB has developed
procedures for this activity and a template letter identifying JRTA recommendations. See Attachment A
(County Director Letter) and Attachment B (Proposed CDSS Protocol). The attachments are available
for review at the Bureau of State Audits.

Reference Number: 2008-13-28
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Category of Finding: Subrecipient Monitoring
State Administering Department: Department of Social Services (Social Services)
Federal Catalog Number: 93.558
Federal Program Title: Temporary Assistance for Needy Families
Federal Award Number and Year: G-0802CATANTE; 2008
Federal Catalog Number: 93.658
Federal Program Title: Foster Care—Title 1V-E
Federal Award Numbers and Years: 0801CA1401; 2008

0701CA1401; 2007

Federal Catalog Number: 93.659
Federal Program Title: Adoption Assistance
Federal Award Numbers and Years: 0801CA1407; 2008

0701CA1407; 2007

Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES, LOCAL
GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133), Subpart
D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(4)  Ensure that subrecipients expending $300,000 ($500,000 for fiscal years ending afier
December 31, 2003) or more in Federal awards during the subrecipient’s fiscal year have
met the audit requirements of this part for that fiscal year.

(5)  lssue a management decision on audit findings within six months after receipt of the
subrecipient’s audit report and ensure that the subrecipient takes appropriate and
timely action.

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart B—Audits, Section .225—Sanctions

No audit costs may be charged to Federal awards when audits required by this part have not been made
or have been made but not in accordance with this part. In cases of continued inability or unwillingness
to have an audit conducted in accordance with this part, Federal agencies and pass-through entities
shall take appropriate action using sanctions such as:

(a)  Withholding a percentage of Federal awards until the audit is completed satisfactorily;
(b)  Withholding or disallowing overhead costs;
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{c) Suspending Federal awards until the audit is conducted; or

(d) Terminating the Federal award.
STATE ADMINISTRATIVE MANUAL, Section 20070—Federal Pass-Through Funds

The OMB Circular A-133, Subpart D describes the responsibilities of federal agencies and pass-through
entities. Specifically, Section .400(d) prescribes the responsibilities of a pass-through entity for the
federal awards it makes.

To ensure that the State of California carries out its responsibilities in accordance with this federal act,
the following procedures shall apply:

2. 'The SCO will coordinate single audit compliance with local governments.

a. Each state entity will monitor the federal funds it disburses to local governments to ensure
compliance with federal laws and regulations. State entities will receive local government
audit reports performed in accordance with the Single Audit Act of 1984, PL. 98-502, and
the Single Audit Act Amendments of 1996, P.L. 104-156 from the SCO when the audit
report includes a schedule of findings and questioned costs with respect to federal funds
that were passed through state entities. In addition, the SCO will distribute the single
audit reports to state entities when the prior fiscal year’s single audit report included audit
findings related to federal funds. The state entity will review these reports and evaluate
the corrective action plans submitted in response to findings of noncompliance.

b. All contracts or agreements issued by state entities concerning disbursement of federal
funds to local governments will include the requirement for an audit in accordance with
PL. 104-156 and amendments.

C. The SCO will inform units of local government Lo submit copies ol audit reports and
corrective action plans, when warranted, prepared in accordance with P.L. 104-156 and
amendments directly to the SCO.

d. The SCO will distribute copies of each audit report and corrective action plan to state
entities affected by audit findings.

e. State entities will follow up on audit findings pertaining to federal programs, which they
administer, and the SCO will follow up on general findings such as those relating to
internal control.

f. The SCO will review and monitor the audit reports issued by external independent
auditors. The SCO will determine whether or not the audit reports conform to
Government Auditing Standards.

Condition

Social Services lacks adequate policies and procedures to ensure that it issues management decisions
on audit findings within six months after the State receives the counties’ OMB Circular A-133 audit
reports. As of September 18, 2008, the State Controller’s Office (SCO) had received fiscal year 2006—07
OMB Circular A-133 audit reports for 55 of the 58 counties. However, as of November 21, 2008, it

had only provided Social Services with the OMB Circular A-133 audit reports for 22 counties. Five

of the 22 reports contained audit findings for the programs listed that required Social Services to

issue management decisions. Also, 13 audit findings related to either the counties’ lack of internal
controls or noncompliance with requirements such as activities allowed/allowable costs, eligibility, and
reporting. Yet Social Services did not issue a management decision for any of these findings. Moreover,
Social Services was unaware of six of the 13 findings because it determined incorrectly that two of the
five audit reports did not have any findings for programs it administers.
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Additionally, we found that it took the SCO between 37 and 311 days to send the 22 reports to Social
Services. These delays and the SCO’s delay in forwarding the remaining 33 reports to Social Services
appear to be due to the process it uses to certify the audits. Finally, we found that Social Services did
not take any action, including imposing sanctions, for two of the three counties that continue to either
be unwilling or unable to have an audit conducted and submitted to the SCO in a timely manner

in accordance with OMB Circular A-133. In June and September 2008, the SCO provided all state
agencies a list of local governments with delinquent 2006—07 fiscal year OMB Circular A-133 audit
reports. However, in both cases, Social Services did not take any action to encourage or force these
counties to submit their delinquent audit reports to the SCO.

By not issuing management decisions and not following up on delinquent reports, Social Services has
no assurance that counties are addressing the audit findings in a timely and appropriate manner.

Questioned Costs

Unknown

Recommendations

Social Services should establish policies and procedures to ensure that it issues management decisions
for audit findings contained in the counties’ OMB Circular A-133 audit reports within the required
six-month time period. Social Services should also improve the process it uses to determine whether
management decisions are warranted so that no findings are omitted. Further, Social Services should
work with the SCO to obtain each county’s OMB Circular A-133 audit report as soon as possible after
the SCO receives the reports. Finally, Social Services should establish policies and procedures, such

as sanctions to be taken, to address instances when counties continue to either be unwilling or unable
to have an audit conducted in accordance with OMB Circular A-133 and submitted to the SCO in a
timely manner.

Department’s View and Corrective Action Plan

Social Services stated that it concurs with this finding. Social Services also stated that by the end of
calendar year 2009, it will establish policies and procedures to ensure achievement of the OMB Circular
A-133 requirements. Additionally, to achieve OMB Circular A-133 requirements, Social Services will
discuss and develop a memorandum of understanding with the SCO documenting changes to policies
and procedures.

Reference Number: 2008-13-29

Federal Catalog Number: 93.659

Federal Program Title: Adoption Assistance
Federal Award Numbers and Years: 0801CA1407; 2008

0701CA1407; 2007
Category of Finding: Subrecipient Monitoring

State Administering Department: Department of Social Services (Social Services)
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Criteria

TITLE 45—PUBLIC WELFARE, PART 92—UNIFORM ADMINISTRATIVE REQUIREMENTS

FOR GRANTS AND COOPERATIVE AGREEMENTS TO STATE, LOCAL, AND TRIBAL
GOVERNMENTS, Subpart C—Post-Award Requirements, Section 92.40—Monitoring and Reporting
Program Performance

(a)  Monitoring by grantees. Grantees are responsible for managing the day-to-day operations of
grant and subgrant supported activities. Grantees must monitor grant and subgrant supported
activities to assure compliance with applicable Federal requirements and that performance goals
are being achieved. Grantee monitoring must cover each program, function or activity.

Condition

Social Services lacks formal processes to ensure it fulfills its pass-through responsibility to monitor

the counties during the award period. For example, Social Services does not perform monitoring
procedures such as on-site visits or desk reviews of the counties’ activities to ensure they are
administering the program in compliance with federal laws and regulations. Although Social Services
provides technical assistance to the counties by answering questions regarding eligibility determinations
and attending quarterly meetings with some of them, these efforts are not sufficient to ensure their
compliance with all applicable federal laws and regulations.

According to the manager of its Adoptions Services Bureau, Social Services did not have sufficient
resources available to perform monitoring procedures during fiscal year 2007-08. However, if Social
Services does not monitor the counties, it has no assurance that they are always making correct
eligibility determinations and complying with other requirements applicable to the program.

Questioned Costs

Not applicable.

Recommendation

Social Services should establish policies and procedures for monitoring the counties during the award
period to ensure that they are complying with applicable laws, regulations, and the provisions of
contracts or grant agreements.

Department’s View and Corrective Action Plan

Social Services stated that it concurs with this finding. Within the Outcomes and Accountability
Bureau (OAB), two outcomes and accountability units partner with counties to implement and
monitor the California Outcomes and Accountability System as mandated by the Child Welfare System
Improvement and Accountability Act of 2001 (AB 636 [Steinberg], Chapter 678, Statutes of 2001).

'The units provide oversight and technical assistance to California’s 58 counties as county child welfare
and probation agencies improve outcomes for children and families. These units measure, track,
monitor, and collaborate with counties on an ongoing basis and provide focused attention and technical
assistance during each component of the continuous improvement process: Quarterly Data Reports,
Peer Quality Case Reviews, County Self-Assessments, and County System Improvement Plans. AB 636
(WIC 10601.2) suspended Social Service’s formal Child Welfare Compliance Reviews to enable those
resources to implement and oversee the State’s Outcomes and Accountability System.

Although Social Services does not have a singularly focused Adoption Assistance Program (AAP)
monitoring function in place, it does utilize the State (AB 636) outcomes and accountability process
to help focus counties on important safety, permanency, and well-being areas as they develop their
triennial System Improvement Plans. Adoption is an important permanency goal for eligible children,
and as such, counties often include related strategies as part of their improvement plans.
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Social Services also relies on OMB Circular A-133 Single Audit Reports for each county and when
AAP issues are discovered by those audits, state AAP analysts coordinate with Social Services’ Internal
Audits Office and offending counties to develop and monitor corrective actions.

Auditor’s Comments on Department’s View

Social Services stated it concurs with the Bureau of State Audits’ finding; however, its corrective
action plan implies that it has been and continues to monitor the counties during the award period
to ensure that they are complying with applicable laws, regulations, and the provisions of contracts
or grant agreements. Thus, Social Services’ characterization of its efforts to monitor the counties
requires clarification.

The state law establishing the California Outcomes and Accountability System (COAS) states, “child
and family service reviews shall maximize compliance with the federal regulations for the receipt of
money from Subtitle E (commencing with Section 470) of Title 1V of the federal Social Security Act
(42 U.S.C. Section 670 and following) and ensure compliance with the state plan requirements set forth
in Subtitle B (commencing with Section 421) of Title IV of the federal Social Security Act (42. US.C.

Section 621 and following)” However, as Social Services indicated, the COAS focuses primarily on
measuring outcomes for safety, permanence, and child and family well-being.

Although the focus of the COAS is critical for California’s child welfare system, it does not address
other important aspects of Social Services’ responsibility for administering the day-to-day operations of
the program in accordance with federal requirements, such as ensuring the counties are only spending
federal funds on allowable costs and activities or ensuring they make correct eligibility determinations.

Furthermore, as indicated in finding number 2008-13-28, Social Services lacks adequate policies and
procedures to ensure it issues management decisions on audit findings in the counties’ OMB Circular
A-133 audit reports and does not follow up on delinquent reports. Finally, these audits do not relieve
Social Services of its responsibility for performing subrecipient monitoring procedures during the
award period to ensure the counties are complying with federal laws and regulations.

Reference Number: 2008-14-1

Federal Catalog Number: 93.053

Federal Program Title: Nutrition Services Incentive Program (NSIP)
Federal Award Number and Year: 08AACANSIP; 2008

Category of Finding: Special Tests and Provisions

State Administering Department: Department of Aging (Aging)

Criteria

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 35—PROGRAMS FOR OLDER
AMERICANS, SUBCHAPTER I11—GRANTS FOR STATE AND COMMUNITY PROGRAMS ON
AGING, Section 3030a(d)—Option to Obtain Commodities From Secretary of Agriculture

(4)  Each State agency shall promptly and equitably disburse amounts received under this subsection
to recipients of grants and contracts. Such disbursements shall only be used by such recipients of
grants or contracts to purchase United States agricultural commodities and other foods for their
nutrition projects.
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Condition

Aging lacks adequate procedures to provide reasonable assurance that cash received in lieu of
commodities is distributed equitably. Specifically, although its policy states that NSIP funding to
subrecipients is based on the number of meals they served in the prior year in proportion to the
number of meals served statewide, during fiscal year 2007-08 Aging lacked procedures to ensure staff
follow the policy. Further the draft procedures Aging gave us in August 2008 do not require supervisory
review and approval of the analyst’s calculation of the allocation. The lack of adequate procedures
hinders Aging’s ability to prevent errors or to detect early any errors that may exist in the allocation.

Aging’s draft procedures direct analysts to use meal counts in the most recently documented year.
According to Aging, in practice, these are the meal counts most recently certified as accurate by the
United States Department of Health and Human Services” Administration on Aging and reported

for the prior-prior state fiscal year for the next year’s allocation. For example, meal counts certified as
accurate for fiscal year 2006—07 are used to calculate the fiscal year 2009-10 allocation. By contrast,
Aging’s policy issued to its subrecipients specifies the use of meal counts from the prior year. This is
inconsistent. For example, in reviewing its calculation of the allocation for fiscal year 2007-08, we found
that the analyst used meal counts from fiscal year 2004—05 instead of those from the prior year, fiscal
year 2006—07, in accordance with its policy. According to the manager of Aging’s Fiscal and Contracts
Team, the fiscal year 2004—05 meal counts were the most recently finalized meal counts available at the
time the fiscal year 2007—-08 allocation was prepared. Our analysis found that Aging’s departure from
the policy issued to its subrecipients results in discrepancies in the amounts they would have received.
Specifically, we found that the total NSIP allocation for one of the three subrecipients we tested was

10 percent lower than the allocation would have been if Aging had used total meal counts from fiscal
year 2006—07, while the allocation for another subrecipient was almost 14 percent higher.

Questioned Costs

Not applicable.

Recommendations

Aging should establish procedures for handling cash received in lieu of commodities for the NSIP
to ensure that it distributes the funds equitably. Specifically, these procedures should incorporate a
supervisory review and approval process.

Aging should revise the policy issued to its subrecipients to reflect the actual methodology it uses to
determine NSIP funding allocations.

Department’s View and Corrective Action Plan

Aging stated that its procedures have been updated to be consistent with its current methodology and
to avoid potential confusion and error. Aging assures the Bureau of State Audits that the procedures
include the requirement for two levels of supervisory review and approval, including double-checking
all calculations and supporting documentation. Aging stated that it will also issue a policy memo update
to its subrecipients to remind them of its policy and procedures.

Reference Number: 2008-14-9
Federal Catalog Number: 93.563
Federal Program Title: Child Support Enforcement (CSE)
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Federal Award Numbers and Years: 0804C A4004; 2008
0704CA4004; 2007
Category of Finding: Special Tests and Provisions
State Administering Department: Department of Child Support Services (Child

Support Services)

Criteria

TITLE 45—PUBLIC WELFARE, PART 303—STANDARDS FOR PROGRAM OPERATIONS,
Section 303.7—Provision of Services in Interstate IV-D Cases

(a)  Interstate central registry.

(1) The State 1V-D agency must establish an interstate central registry responsible for
receiving, distributing and responding to inquiries on all incoming interstate 1V-D cases.

(2)  Within 10 working days of receipt of an interstate IV-D case from an initiating State, the
central registry must:

(i) Ensure that the documentation submitted with the case has been reviewed to
determine completeness;

(ii)  Forward the case for necessary action either to the State Parent Locator Services
(PLS) for location services or to the appropriate agency for processing;

(i)  Acknowledge receipt of the case and ensure that any missing documentation has
been requested from the initiating State; and

(iv)  Inform the 1V-D agency in the initiating State where the case was sent for action.

(3) If the documentation received with a case is inadequate and cannot be remedied by the
central registry without the assistance of the initiating State, the central registry must
forward the case for any action which can be taken pending necessary action by the
initiating State.

(4)  The central registry must respond to inquiries from other States within 5 working days of
receipt of the request for a case status review.

Condition

Child Support Services did not adequately fulfill its responsibility to respond to interstate case requests
and status review requests within the time required. Specifically, our review of 23 interstate cases
found that Child Support Services’ responses for 17 cases were made between 14 and 86 working days
after receipt instead of the 10 working days required. We found no record that Child Support Services
responded at all for an additional three cases, and it could not locate another sample item. Further,

our review of 23 status requests found that Child Support Services’ responses for seven requests took
between six and 17 days, instead of the five days required. For six additional requests, we found no
record that Child Support Services responded to the requesting state, and for two other requests, we
could not determine compliance because Child Support Services could not locate the sample items.

We identified several control weaknesses hindering Child Support Services’ compliance with these
requirements. Specifically, it failed to update or follow its procedures for maintaining case and status
request documentation. In response to a similar finding we issued for fiscal year 2006—07, Child Support
Services reported that, as of May 2007, it had instituted procedures to file copies of documentation
sent and received as part of each status request. However, Child Support Services rescinded these
documentation requirements in September 2007 after determining that electronic data constituted
sufficient evidence. According to Child Support Services, it reinstated the documentation requirements
in May 2008 after an internal audit. However, we observed that specific documentation requirements
were absent from current status request procedures, and Child Support Services was unable to

provide complete hard copy documentation for any of the 23 status requests that we reviewed.
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According to Child Support Services, status request procedures were not formally updated due to
other higher-priority activities. Further, although its procedures require that documentation be kept
for all interstate cases, Child Support Services had not maintained supporting documentation for six of
the 23 sample cases we reviewed. By not regularly updating its procedures, Child Support Services
elevates the risk that staff responsible for performing critical tasks will not perform them correctly.
Further, without maintaining hard-copy documentation indicating activities performed, Child Support
Services cannot document that it is appropriately responding to all case and status requests. This is
particularly critical given that Child Support Services has recently transitioned to a new, statewide case
and financial management system (new system). According to the department, this transition has put a
strain on its ability to remain in compliance.

In addition, Child Support Services has not ensured that it acts upon all case requests or that it notifies
initiating jurisdictions when it rejects electronically submitted cases. Specifically, states sometimes
submit case requests to Child Support Services electronically through a federal data system. According
to Child Support Services, 548 electronically submitted case requests were mistakenly rejected by the
new system during our audit period even though they had been approved by the federal data system.
Further, Child Support Services explained that it did not act on any of these 548 requests and that the
initiating states that submitted the requests were not informed that their cases had been rejected. As
of February 2009 Child Support Services expected to shortly implement a change to its software that
would ensure that all electronically submitted cases that are approved by the federal data system be
appropriately processed by the new system.

Child Support Services also does not have ready access to critical data regarding its activities and
workload. Specifically, it could not readily provide us with an accurate range of case numbers entered
into the new system over our audit period, nor could staff readily explain to us why one of our sample
cases could not be located within the new system. To effectively monitor compliance, it is critical that
Child Support Services develop efficient methods of extracting data concerning its activities from the
new system. In addition, we observed that Child Support Services does not effectively monitor its own
compliance with status request response requirements. Although Child Support Services maintains
spreadsheets that it regularly monitors tracking whether it responds to interstate cases within the
required 10 days, it does not effectively track whether it responds to status requests within the required
five days. Without regularly monitoring compliance, Child Support Services is unable to accurately
measure its progress toward meeting federal response requirements.

Further, Child Support Services has weak procedures for recording status request activities within

the new system, and stafl are not consistently following these procedures. Specifically, Child Support
Services’ procedures require staff to record all activities taking place on a status request, such as the
receipt of a request or a county’s response, within the new system. Staff are to manually record these
activities in sentence form, following a format included as part of the procedures. Our review of

23 status requests revealed that department staff {requently did not follow this format. They instead
used a variety of different written responses to record performed activities, and in some cases did not
include critical information, such as the date when an activity took place. The use of manually typed
activity logs invites inconsistency in data entry and does not allow Child Support Services to easily
collect and analyze this data. Further, by not ensuring that staff are following the provided format, Child
Support Services risks being unable to document that it is in compliance with response requirements.

Finally, controls implemented by Child Support Services did not sufficiently ensure that counties
fulfilled their responsibilities to process case requests. Specifically, if a county had not yet transitioned
to the new system in fiscal year 2007-08, Child Support Services delegated responsibility to the
county to open the case, which would trigger the notification to the initiating jurisdiction. According
to its procedures, Child Support Services was responsible for calling the assigned county for each case
that remained unopened within seven days of it being forwarded. However, due to the large number
of unopened cases, and to competing demands on staff time, Child Support Services did not find

this process to be feasible. As a result, it instituted additional changes to encourage counties to open
these cases. Nonetheless, initiating jurisdictions did not receive notifications for three of the 23 cases
we reviewed. For all three cases, counties were responsible for opening the cases and triggering the
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notifications. Delegating responsibility for response activities to counties does not absolve the State
from its need to ensure that notifications are completed. Without instituting procedures ensuring
that all counties open cases promptly, Child Support Services risks that initiating jurisdictions will
not receive responses within the 10 days required. However, because all counties had transitioned

to the new system by November 2008 and Child Support Services is now responsible for responding
to initiating jurisdictions, this control weakness exists only for fiscal year 200708 and the first part of
fiscal year 2008—09. Thus, no corrective action is necessary for this obsolete process.

Questioned Costs

Not applicable.

Recommendations

Child Support Services should implement and adhere to internal control procedures that will allow

it to ensure that it complies with federal requirements to respond to interstate case and status

requests within the required time periods. Specifically, it should regularly review internal procedures
for processing case and status requests to ensure that they are up to date and include key controls,
including specific documentation requirements. It should also monitor staff to make sure that

they consistently follow these procedures. Child Support Services should also make sure that all
electronically submitted case requests are appropriately processed within the new system. In addition, it
should work to ensure that information critical to monitoring compliance is readily available and ensure
that management regularly reviews data on compliance with status request response requirements.
Further, Child Support Services should ensure that staff consistently follow the prescribed format for
recording status request activities. In addition, it should determine if it is cost-effective to change how

it records this information in the new system to standardize and simplify its process.

Department’s View and Corrective Action Plan

The automated performance reports through the CSE system are being developed to monitor the status
request and case opening process. California Central Registry (CCR) management developed new
manual management reports that include more statistical information to assist in a comprehensive

first and second level monitoring of functions. This, along with quality assurance procedures, will
identify risks regarding compliance time frames and enable the program to take timely, appropriate, and
effective actions that will mitigate the risks identified.

Program procedures for both the status request and case opening processes have been updated to
provide required language for activity log comments, document retention, and required date stamps.
Our procedure updates are completed by staff, reviewed by management, and saved to a common
drive available to all CCR staff. These procedures are saved with the revised date as part of the naming
convention to enable staff to identify and access the most current procedures while maintaining a
history of the procedure documents. As procedures are updated, copies are distributed to staff via
structured meetings to communicate the changes and assure staft’s comprehension and adoption of
new procedures. If a staff member is not available for a meeting, the supervisor will meet with him or
her separately to discuss the updated procedures and ensure understanding.

With the implementation of first and second level management review, management will regularly
review work and ascertain consistency and completion in accordance with the program’s procedures.
Our management review process will evaluate hard-copy documents in files and on electronic
spreadsheets, validating the information against information contained in our CSE system to ensure
compliance with procedures and accuracy of data.
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Reference Number: 2008-14-10

Federal Catalog Number: 93.958

Federal Program Title: Block Grants for Community Mental

Health Services

Federal Award Number and Year: 2B09SM010005-07; 2007

Category of Finding: Special Tests and Provisions

State Administering Department: Department of Mental Health (Mental Health)
Criteria

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 6A—PUBLIC HEALTH SERVICES,
SUBCHAPTER XVII—BLOCK GRANTS, PART B—Block Grants Regarding Mental Health and
Substance Abuse, Subpart iii—General Provisions, Section 300x-53—Additional Requirements

(a)  Ingeneral

A funding agreement for a grant under section 300x or 300x-21 of this title is that the State
involved will—

(1)(A) for the fiscal year for which the grant involved is provided, provide for independent peer
review to assess the quality, appropriateness, and efficacy of treatment services provided
in the State to individuals under the program involved; and

(B) ensure that, in the conduct of such peer review, not fewer than 5 percent of the entities
providing services in the State under such program are reviewed (which 5 percent is
representative of the total population of such entities).

Condition

In our prior-year audit, we reported that Mental Health did not facilitate peer reviews. Mental Health
had facilitated peer reviews in the past in conjunction with its site reviews but phased them out in 2004
after a departmental reorganization.

During our follow-up procedures for fiscal year 2007-08, we found that Mental Health continued to
not facilitate peer reviews. According to its program staff, although Mental Health planned to resume
peer reviews, it experienced another departmental reorganization, and no further action has been
taken. Mental Health has yet to establish a date for resuming peer reviews. The lack of peer reviews
further diminishes Mental Health’s oversight of the programs offered by counties using the block grants
for Community Health Services funds.

Questioned Costs

Not applicable.

Recommendation

Mental Health should resume independent peer reviews, as required by federal law.

Department’s View and Corrective Action Plan

Mental Health stated it would seek guidance from the federal Center for Mental Health Services prior
to developing options for meeting all applicable grant requirements.
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Reference Number: 2008-14-11
Federal Catalog Number: 93.659
Federal Program Title: Adoption Assistance
Federal Award Numbers and Years: 0801CA1407; 2008

0701CA1407; 2007
Category of Finding: Special Tests and Provisions
State Administering Department: Department of Social Services (Social Services)

Criteria

TITLE 45—PUBLIC WELFARE, PART 1355—GENERAL, Section 1355.21—State Plan Requirements
for Titles IV-E and 1V-B

(b)  The State plans for titles IV-E and 1V-B must provide for compliance with the Department’s
regulations listed in 45 CFR 1355.30.

Condition

While obtaining an understanding of internal controls, we noted that Social Services does not have
controls in place to ensure that state laws, regulations, and policies and procedures are regularly
updated to align with federal rules and regulations. Specifically, in May 2008, the U.S. Department
of Health and Human Services (Health and Human Services) notified Social Services that its
review of the state plan raised concerns that the State is not in compliance with a number of federal
program requirements.

Health and Human Services pointed out that the State plan makes several references to state laws,
regulations, and policies and procedures that either conflict with, omit, or are more restrictive than
federal requirements. For example, California’s regulations conflict with federal requirements regarding
children who meet the Supplemental Security Income (SSI) pathway to adoption assistance eligibility.
Because state regulations do not clearly indicate that an SSl-eligible child does not need to be subject
to an agency adoption, it is possible that several children were subject to an agency adoption when

an independent adoption would have sufficed. Additionally, Social Services’ manual of policies and
procedures outlines adoption assistance eligibility criteria for children of minor parents that are more
restrictive than the federal requirements contained in the Social Security Act. Because the state’s
policies are more restrictive, it is possible that families meeting these criteria may have inappropriately
been denied adoption assistance payments.

Due to these instances of noncompliance with federal requirements, Health and Human Services
required Social Services to develop a program improvement plan that outlines the steps and the
associated time frames for bringing the State into compliance with federal requirements. Social Services
submitted its proposed program improvement plan to the department in December 2008, which
indicates that Social Services plans to bring the State into full compliance by September 2010.

Questioned Costs

Not applicable.
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Recommendations

Social Services should develop internal controls to ensure that state laws, regulations, and its policies
and procedures are regularly updated to align with federal laws and regulations. Additionally, Social
Services should continue to implement its program improvement plan in accordance with the specified
time frames approved by Health and Human Services.

Department’s View and Corrective Action Plan

Social Services stated that it concurs with this finding. In response to several concerns raised by Health
and Human Services’ Administration for Children and Families, regarding areas of noncompliance
with federal Adoption Assistance Program (AAP) requirements, the Adoptions Services Bureau
(Adoptions Services) submitted a Program Improvement Plan on December 23, 2008, for Health and
Human Services” approval. The plan addresses implementing necessary legislative and regulatory
changes and training to bring the State into compliance with the Title [V-E AAP. This involves not
only revising the State’s Welfare and Institutions Code and Family Code statutes, but also the State’s
regulations, forms, and procedures to align with federal AAP regulations. Adoptions Services is
awaiting federal approval of this plan.
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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

Reference Number: 2008-1-14

Federal Catalog Number: 14.228

Federal Program Title: Community Development Block Grants/State’s
Program (CDBG)

Federal Award Number and Year: B-07-DC-06-0001; 2007

Category of Finding: Activities Allowed/Allowable Costs;
Subrecipient Monitoring

State Administering Department: Department of Housing and Community

Development (Housing)

Criteria

U.S OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(3)  Monitor the activities of subrecipients as necessary to ensure that Federal awards are
used for authorized purposes in compliance with laws, regulations, and the provisions of
contracts or grant agreements and that performance goals are achieved.

TITLE 24—HOUSING AND URBAN DEVELOPMENT, PART 570—COMMUNITY
DEVELOPMENT BLOCK GRANTS, Subpart I—State Community Development Block Grant
Program, Section 570.492—State’s Reviews and Audits

(a) The state shall make reviews and audits including on-site reviews, of units of general local
government as may be necessary or appropriate to meet the requirements of section 104(e)(2) of
the Act.

Condition

Housing’s process for reviewing subrecipient fund requests does not provide reasonable assurance that
its subrecipients’ expenditures are only for allowable activities and costs.

According to the CDBG program manager, Housing does not require subrecipients to submit
supporting documentation that would allow CDBG program staff to verify the eligibility of
expenditures contained in the fund requests. Consequently, program staff must rely on site visits

to verify the eligibility of subrecipient expenditures. The CDBG program manager told us that the
program is now working to improve its control process to address this issue. According to the program
manager, Housing is in the process of implementing a requirement that grantees submit signature
cards, so program staff can verify that an authorized individual signed the funds requests. Housing is
also in the process of implementing a summary of expenditures form, which will require subrecipients
to submit supporting documentation with their fund requests.

The CDBG program manager also stated that on-site monitoring review was the only way to ensure
that program funds were spent in a timely manner and for the appropriate purposes. However, our
review of CDBG grant information for 35 of its subrecipients found that CDBG did not consistently
follow its process regarding subrecipient on-site monitoring reviews. Specifically, based on our review,
22 of the 35 grants we tested were not adequately monitored via a risk assessment or a site visit.
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For 12 of the grants, CDBG did not perform a site visit, and the grant either had a risk assessment

score that was above the program’s threshold for requiring a site visit or the program did not perform

a risk assessment. For another of the grants, although CDBG staff performed an initial site visit, the
subrecipient’s records were incomplete; the program informed the subrecipient that it would visit a
second time, which it did not do. Finally, the CDBG program has a goal of performing a site visit of

all CDBG economic development grants before they are completed. However, the CDBG program

did not perform site visits for nine of the 10 grants we reviewed that were due to be completed on or
before June 30, 2008. According to the CDBG program manager, the CDBG program is developing a
comprehensive monitoring plan that will include, among other things, monitoring objectives, strategies,
risk assessment steps, and steps for on-site visits.

Until Housing establishes stronger processes and procedures for its CDBG program, it has no way of
knowing whether its subrecipients are charging unallowable costs and activities to the program.

Questioned Costs

Unknown

Recommendations

Housing should improve its control processes over subrecipient fund requests in its CDBG program,
including putting into place a system to obtain documentation such as invoices to support subrecipient
fund requests, and requiring subrecipient signature cards to help in reviewing fund requests to increase
assurance that subrecipient funds are spent for the appropriate purposes.

With respect to subrecipient monitoring, Housing should adhere to its written policies and procedures
to identify subrecipients at high risk of noncompliance with program requirements and follow through
with site visits of those subrecipients to ensure they comply with program requirements.

Department’s View and Corrective Action Plan

Housing has taken the steps cited by the Bureau of State Audits to improve its control processes over
subrecipient fund requests. Specifically, Housing has implemented a requirement that subrecipients

provide source documentation (for example, a summary of expenditures, invoices, or cost allocation
plans) when requesting grant funds. In addition, Housing requires subrecipients to submit signature
cards that authorize which officials may sign funds requests before submitting them to the State

of California.

Furthermore, Housing will adhere to its monitoring policies and procedures to identify subrecipients at
high risk of noncompliance with program requirements by performing the following steps:

1. Annually adopting the monitoring plan (by May 2009 for fiscal year 2009—-10).

2. Training its staff to conduct risk assessments and on-site visits of the high-risk grantees (by
September 2009 for fiscal year 2009—-10).

3. Developing a three-month schedule of on-site visits based on the availability of resources (by
November 2009 for fiscal year 2009-10).

4. Supplementing the on-site visits with additional monitoring techniques, such as desk monitoring
(by November 2009 for fiscal year 2009-10).

Reference Number: 2008-7-15

Federal Catalog Number: 14.228
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Federal Program Title: Community Development Block Grants/State’s
Program (CDBG)
Federal Award Number and Year: B-07-DC-06-0001; 2007
Category of Finding: Earmarking
State Administering Department: Department of Housing and Community

Development (Housing)

Criteria

TITLE 24—HOUSING AND URBAN DEVELOPMENT, PART 570—COMMUNITY
DEVELOPMENT BLOCK GRANTS, Subpart 1—State Community Development Block Grant
Program, Section 570.484—Overall Benefit to Low and Moderate Income Persons

(a)  General. The State must certify that, in the aggregate, not less than 70 percent of the CDBG
funds received by the state during a period specified by the state, not to exceed three years, will
be used for activities that benefit persons of low and moderate income. The period selected and
certified to by the state shall be designated by fiscal year of annual grants, and shall be for one,
two or three consecutive annual grants. The period shall be in effect until all included funds are
expended. No CDBG funds may be included in more than one period selected, and all CDBG
funds received must be included in a selected period.

(b)  Computation of 70 percent benefit. Determination that a state has carried out its certification
under paragraph (a) of this section requires evidence that not less than 70 percent of the
aggregate of the designated annual grant(s), any funds reallocated by the U.S. Department of
Housing and Urban Development (HUD) to the state, any distributed program income and any
guaranteed loan funds under the provisions of subpart M of this part covered in the method of
distribution in the final statement or statements for the designated annual grant year or years
have been expended for activities meeting criteria as provided in section 570.483(b) for activities
benefiting low and moderate income persons (national objective).

Condition

In October 2007, during the fiscal year that we audited, HUD issued a program monitoring review

of Housing’s CDBG program. In its review, HUD identified a finding regarding the documentation of
the national objective. HUD noted that, in accordance with the CDBG program’s record-keeping
requirements, Housing’s records must document the specific national objective criteria met by each
activity. HUD found that although Housing documents its application reviews, the review sheets used
in that process do not specifically identify the statutory requirement met by each activity. Further,
HUD’s review found that although Housing does require recipients to include how they will meet the
national objective criteria in their applications, it does not require a further breakdown of the national
objective criteria into low and moderate limited clientele, low and moderate housing, low and moderate
area, or low and moderate jobs. Additionally, HUD found that Housing was inconsistent in including
census data for individual activities and included no supporting documentation was present in project
files to outline the service area of activities assisting low-income persons on an area-wide basis. Due
to the lack of documentation, HUD could not determine if all of the activities were serving low- and
moderate-income persons as intended.

Our evaluation of Housing’s internal controls over compliance with the national objective requirement
resulted in a similar finding to HUD’s. For 13 of the 16 approved CDBG program applications we
reviewed, Housing did not have adequate documentation to demonstrate that it had reviewed the
projects to ensure that they met the national objective. In each of the 13 applications, we found that the
applicant submitted documentation pertaining to the national objective requirement. For one of

the 13, Housing could not provide evidence that it had reviewed the applicant’s documentation before
it awarded the CDBG funding. For the remaining 12 applications, although Housing completed a
review sheet, the review sheets used did not sufficiently demonstrate how Housing determined that the
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applicants met the national objective before it awarded CDBG funding. Because of the lack of evidence
of its review, Housing could not sufficiently demonstrate that the activities included in the applications
were serving low- and moderate-income persons as intended.

According to a CDBG program manager at Housing, as of the 2008 funding cycle, Housing has
implemented a more comprehensive application review sheet that requires the reviewer to thoroughly
verify that the national objective has been met.

Questioned Costs

Unknown

Recommendation

Housing should implement the corrective action plan for documenting the national objective as
directed by HUD.

Department’s View and Corrective Action Plan

As noted in the finding, Housing implemented a comprehensive application review sheet during the
2008 funding cycle. As part of this implementation, Housing revised the activity review sheet, which
the program staff use to document that the activity is eligible and meets the CDBG national objective.
Housing conducts this review for eligibility and documentation of the CDBG national objective as part
of the threshold review it performs when it receives the application for funding.

Reference Number: 2008-7-16

Federal Catalog Number: 14.228

Federal Program Title: Community Development Block Grants/State’s
Program (CDBG)

Federal Award Number and Year: B-07-DC-06-0001; 2007

Category of Finding: Earmarking (Public Services)

State Administering Department: Department of Housing and Community

Development (Housing)

Criteria

TITLE 42—THE PUBLIC HEALTH AND WELFARE, CHAPTER 69—COMMUNITY
DEVELOPMENT, Section 5305—Activities Eligible for Assistance

(a) Enumeration of eligible activities

(8)  provision of public services, including but not limited to those concerned with
employment, crime prevention, child care, health, drug abuse, education, energy
conservation, welfare or recreation needs, if such services have not been provided by
the unit of general local government (through funds raised by such unit, or received
by such unit from the State in which it is located) during any part of the twelve-month
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period immediately preceding the date of submission of the statement with respect to
which funds are to be made available under this chapter, and which are to be used for
such services, unless the Secretary finds that the discontinuation of such services was
the result of events not within the control of the unit of general local government, except
that not more than 15 per centum of the amount of any assistance to a unit of general
local government . . . under this chapter including program income may be used for
activities under this paragraph unless such unit of general local government used more
than 15 percent of the assistance received under this chapter for fiscal year 1982 or
fiscal year 1983 for such activities (excluding any assistance received pursuant to Public
Law 98-8), in which case such unit of general local government may use not more than
the percentage or amount of such assistance used for such activities for such fiscal year,
whichever method of calculation yields the higher amount.

TITLE 24—HOUSING AND URBAN DEVELOPMENT, PART 570—COMMUNITY
DEVELOPMENT BLOCK GRANTS, Subpart I—State Community Development Block Grant
Program, Section 570.490—Recordkeeping Requirements

(a) State records. (1) The state shall establish and maintain such records as may be necessary to
facilitate review and audit by the U.S. Department of Housing and Urban Development (HUD)
of the state’s administration of CDBG funds under section 570.493. The content of records
maintained by the state shall be as jointly agreed upon by HUD and the states and sufficient to
enable HUD to make the determinations described at section 570.493. For fair housing and equal
opportunity purposes, and as applicable, such records shall include data on the racial, ethnic,
and gender characteristics of persons who are applicants for, participants in, or beneficiaries
of the program. The records shall also permit audit of the states in accordance with the Code of
Federal Regulations, Title 24, Part 85.

Condition

Housing could not provide sufficient supporting documentation to demonstrate that it did not allocate
more than 15 percent of its 2007 CDBG award for the provision of public services. A CDBG program
manager at Housing (program manager) asserted that Housing calculated the maximum public services
allocation after it developed a preliminary funding list. She stated that Housing ensures it does not
exceed the 15 percent cap (public services cap) by applying a 15 percent cap to the awards made by
Housing to local governments under the general allocation component.

However, Housing did not separately track the dollar value of public services associated with local
government contracts that it approved for funding from its 2007 CDBG award. One of the spreadsheets
that Housing provided as evidence that it complied with the public services cap appeared to be its
preliminary funding list, but it included applications that were not approved for funds from the 2007
CDBG award. Additionally, this spreadsheet did not identify the contract numbers and dollar value of
public services for contracts that Housing had approved; therefore we could not use the spreadsheet

to verify the public services dollar amounts that Housing awarded. Another spreadsheet Housing
provided to support that it complied with the public services cap did not identify the dollar amount it
awarded for any public services activity components and it did not identify a contract number. Without
documentation of the specific contracts and amounts funded from the 2007 CDBG award that Housing
used to support its adherence to the public services cap, we were unable to verify whether Housing met
this requirement.

Questioned Costs

Unknown
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Recommendations

Housing’s CDBG staff should continue to document public services funds requested as they review
applications for funding. After the applications are approved and contracts are awarded, however,
Housing should document the amount of public services allocations to ensure that the amount does not
exceed the cap.

Department’s View and Corrective Action Plan

Housing’s CDBG staff will continue to document public services funds requested when reviewing
applications. In addition, beginning with fiscal year 2009-10, CDBG staff will develop a more
comprehensive tracking system to ensure that the allocations do not exceed the 15 percent cap.
Specifically, CDBG staff will perform the following:

» Continue to use the preliminary funding list to determine the proposed amount to be expended on
public services.

«+ Establish the maximum allowable to be expended on public services and insert formulas in the
tracking sheets to signal if the maximum amount has been exceeded.

+ After contract execution, complete the tracking sheets with contract numbers.

+ Regularly monitor that the cap is not exceeded by additional awards and maintain a record of all
monitoring activity.

Reference Number: 2008-7-17

Federal Catalog Number: 14.239

Federal Program Title: HOME Investment Partnerships Program
(HOME Program)

Federal Award Number and Year: M06-SG-06-0100; 2006

Category of Finding: Matching

State Administering Department: Department of Housing and Community

Development (Housing)

Criteria

TITLE 24—HOUSING AND URBAN DEVELOPMENT, PART 92—HOME INVESTMENT
PARTNERSHIPS PROGRAM, Subpart E—Program Requirements, Section 92.218—Amount of
Matching Contribution

a) General. Each participating jurisdiction must make contributions to housing that qualifies as
affordable housing under the HOME Program, throughout a fiscal year. The contributions must
total not less than 25 percent of the funds drawn from the jurisdiction’s HOME Investment
Trust Fund Treasury account in that fiscal year, excluding funds drawn for purposes identified in
paragraph (c) of this section.

TITLE 24—HOUSING AND URBAN DEVELOPMENT, PART 92—HOME INVESTMENT
PARTNERSHIPS PROGRAM, Subpart K—Program Administration, Section 92.508—Recordkeeping
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(a)  General. Fach participating jurisdiction must establish and maintain sufficient records to enable
the U.S Department of Housing and Urban Development (HUD) to determine whether the
participating jurisdiction has met the requirements of this part. At a minimum, the following
records are needed:

(ix)  Records demonstrating compliance with the matching requirements of section 92.218
through section 92.222 including a running log and project records documenting the type
and amount of match contributions by project.

Condition

Housing lacks adequate internal controls to ensure that it reports accurate matching information to
HUD. Housing must submit a match report to HUD for each year that it draws down funds from the
U.S. Treasury for HOME Program projects. Our review of the HOME Program Match Report Housing
submitted to HUD for fiscal year 2006—07 revealed that the match liability and contribution data
Housing reported were inaccurate. Housing could not provide supporting documentation for some of
the amounts it used in its determinations, and we identified inconsistencies in the data generated by the
database Housing uses to track subrecipient matching activity.

The fiscal manager in Housing’s HOME Program confirmed the errors in the match liability and
matching contribution information Housing reported. She stated that she reviewed the supporting
calculations for the report, but she did not review all of the various source documentation used in
determining Housing’s match liability and match contributions. The fiscal manager also confirmed that
the database Housing uses to track subrecipient matching activity incorrectly double-counted some

of the match contribution amounts used in determining the match contribution information reported
in the HOME Program Match Report. The manager stated that she would submit a corrected HOME
Match Report to HUD.

Although we found that Housing met its matching requirement, its lack of internal controls hindered its
ability to provide accurate matching information to HUD in its fiscal year 2006—07 match report.

Questioned Costs

Not applicable.

Recommendations

Housing should ensure that the matching information generated from its database accurately represents
the data submitted by subrecipients, and it should conduct a more thorough review of the accuracy of
its match report before it submits the report to HUD.

Department’s View and Corrective Action Plan

Housing stated that by July 31, 2009, it will: a) select a random sample of subrecipients to ensure that
the data provided in the Project Completion Report is accurately portrayed in the match report; b) test
the computer program that generates the match report before the report is generated to make sure that
the computer program produces an accurate report with the data in the system at the time; and ¢) train
enough staff to prepare the report so that in the event of staff absences, the report will be generated by
staff, with the fiscal manager responsible to ensure its accuracy.

Reference Number: 2008-9-5

Federal Catalog Number: 14.228

163



164 California State Auditor Report 2008-002

May 2009
Federal Program Title: Community Development Block Grants/State’s
Program (CDBG)
Federal Award Number and Year: B-07-DC-06-0001; 2007
Category of Finding: Suspension and Debarment
State Administering Department: Department of Housing and Community
Development (Housing)
Criteria

TITLE 24—HOUSING AND URBAN DEVELOPMENT, Part 570—COMMUNITY DEVELOPMENT
BLOCK GRANTS, Subpart 1—State Community Development Block Grant Program,
Section 570.489—Program Administrative Requirements

0y Debarment and suspension. As required by the Code of Federal Regulations, Title 24, part 24,
each CDBG participant shall require participants in lower tier covered transactions to include
a certification that neither it nor its principals are currently debarred, suspended, proposed
for debarment, declared ineligible, or voluntarily excluded from participation in the covered
transaction in any proposal submitted in connection with the lower tier covered transactions. A
participant may rely on the certification, unless it knows the certification is erroneous.

Condition

Housing does not require its subrecipients to certify that neither they nor their principals are currently
debarred, suspended, proposed for debarment, declared ineligible, or voluntarily excluded from
participation in federal assistance programs.

Housing’s Notice of Funding Availability and Application Package (application) for the CDBG program
requires subrecipients to certify that they will not award contacts to or otherwise engage the services
of any contractor if that contractor or its principals are suspended or debarred. However, because
Housing’s application does not require the subrecipient to certify that neither it nor its principals are
suspended or debarred, it does not meet the requirements of the Code of Federal Regulations, Title 24,
Section 570.489(1). Additionally, like the application, the language in Housing’s contracts with its
subrecipients also does not require subrecipients to certify that they are not suspended or debarred.

As described in the Code of Federal Regulations, Title 2, Section 180.300, another method by which
Housing could meet the federal suspension and debarment requirements would be to check the federal
Excluded Parties List System (EPLS) to verify that subrecipients are not suspended or debarred before
entering into contracts. However, Housing staff do not refer to the EPLS to verify whether a city or
county is on the list.

Questioned Costs

Not applicable.

Recommendation

Housing should require its subrecipients to certify that they are not suspended or debarred from
participating in federal assistance programs.

Department’s View and Corrective Action Plan

Housing stated that, beginning with the 2009—10 funding round, it will:

1. Include language in the Notice of Funding Availability explicitly instructing applicants to verify
and document their status on the Excluded Party List System; and
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2. Revise its Application Statement of Assurances to include a certification that neither the

applicant nor its principals are debarred, suspended, proposed for debarment, declared
ineligible, or voluntarily excluded from participating in federal assistance programs.

Reference Number: 2008-12-18

Federal Catalog Number: 14.228

Federal Program Title: Community Development Block Grants/State’s

Program (CDBG)

Federal Award Number and Year: B-06-DC-06-0001; 2006

Category of Finding: Reporting

State Administering Department: Department of Housing and Community

Development (Housing)

Criteria

TITLE 24—HOUSING AND URBAN DEVELOPMENT, PART 135—ECONOMIC OPPORTUNITIES
FOR LOW- AND VERY LOW-INCOME PERSONS, Subpart E—Reporting and Recordkeeping,
Section 135.90—Reporting

Each recipient which receives directly from the U.S. Department of Housing and Urban Development
(HUD) financial assistance that is subject to the requirements of this part shall submit to the Assistant
Secretary an annual report in such form and with such information as the Assistant Secretary may
request, for the purpose of determining the effectiveness of section 3.

TITLE 24—HOUSING AND URBAN DEVELOPMENT, PART 91—CONSOLIDATED
SUBMISSIONS FOR COMMUNITY PLANNING AND DEVELOPMENT PROGRAMS,
Subpart F—Other General Requirements, Section 91.520—Performance Reports

General. Each jurisdiction that has an approved consolidated plan shall annually review and report,

in a form prescribed by HUD, on the progress it has made in carrying out its strategic plan and its
action plan. The performance report must include a description of the resources made available, the
investment of available resources, the geographic distribution and location of investments, the families
and persons assisted (including the racial and ethnic status of persons assisted), actions taken to
affirmatively further fair housing, and other actions indicated in the strategic plan and the action plan.

TITLE 24—HOUSING AND URBAN DEVELOPMENT, PART 570—COMMUNITY
DEVELOPMENT BLOCK GRANTS, Subpart 1—State Community Development Block Grant
Program, Section 570.490—Recordkeeping Requirements

State records. (1) The state shall establish and maintain such records as may be necessary to facilitate
review and audit by HUD of the state’s administration of CDBG funds under Section 570.493. The
content of records maintained by the state shall be as jointly agreed upon by HUD and the states and
sufficient to enable HUD to make the determinations described at Section 570.493. For fair housing
and equal opportunity purposes, and as applicable, such records shall include data on the racial,
ethnic, and gender characteristics of persons who are applicants for, participants in, or beneficiaries of
the program. The records shall also permit audit of the states in accordance with the Code of Federal
Regulations, Title 24, Part 85.
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Condition

Section 3 Summary Report

Housing lacks adequate internal controls to ensure the completeness of the Section 3 report that

it submits to HUD. The Section 3 Summary Report includes information on the number of new
employees hired that are low or very low-income residents (Section 3 employees) and the amount of
contracts awarded to businesses that are owned by low or very low-income persons or that employ

a certain percentage of Section 3 employees (Section 3 businesses) on projects funded with CDBG
grants during the fiscal year. Housing does not maintain a central list or tracking system to ensure
that it receives Section 3 reports from all applicable subrecipients. Instead, a program manager in
the Community and Economic Development section acknowledged that subrecipients determine
whether they meet the expenditure threshold that requires them to submit the report on Section 3
activity to Housing. Because it does not have a process in place to independently identify which of its
subrecipients meet the requirement to report and ensure that it receives all of the required Section 3
reports, Housing cannot demonstrate that the Section 3 report that it submits to HUD is complete.

Consolidated Annual Performance and Evaluation Report (performance report)

Housing could not demonstrate how it arrived at the amount of total resources available that it reported
to HUD in the performance report for fiscal year 2006—07. According to the performance report,
Housing had $11.7 million available for award from contracts that had reserved funds from previous
years. However, Housing could not provide supporting documentation to show the specific contracts

or years these funds came from. A program manager for CDBG acknowledged that she and her staff
could not substantiate the amount of total resources available that Housing reported in the performance
report. Specifically, the program manager stated that supporting documentation was not immediately
available to demonstrate what funds from previous years were used to support the total reported
amount awarded to subrecipients, and also stated that this information was prepared by people other
than her and her staff. Other program managers within the CDBG program at Housing were also
unable to provide documentation to substantiate the information. Without adequate procedures in
place to document and support the information it provides to HUD in its performance report, Housing
cannot ensure that it accurately identifies the State’s allocation of CDBG program funds.

Questioned Costs

Not applicable.

Recommendations

Housing should establish controls to ensure that it obtains and reports the Section 3 activity from all its
subrecipients that meet the requirements to report this activity. In addition, Housing should establish
processes and procedures to ensure that the information in its performance report is accurate and can
be traced to supporting documentation.

Department’s View and Corrective Action Plan

Housing stated that, beginning with fiscal year 2009-10, it will establish controls to ensure that it
obtains and reports the Section 3 activity. For instance, by September 2009 Housing will establish and
maintain a central list or tracking system to independently identify which of its subrecipients meet
the requirement to report. In addition, by November 2009 Housing will establish a process to ensure
that the information reported in its performance report is accurate and can be traced to supporting
documentation. This process will include a clear delineation of steps and specific, written procedures.
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Reference Number: 2008-12-19
Federal Catalog Number: 14.239
Federal Program Title: HOME Investment Partnerships Program
(HOME Program)
Federal Award Number and Year: MO06-SG-06-0100; 2006
Category of Finding: Reporting
State Administering Department: Department of Housing and Community

Development (Housing)

Criteria

TITLE 24—HOUSING AND URBAN DEVELOPMENT, PART 135—ECONOMIC OPPORTUNITIES
FOR LOW- AND VERY LOW-INCOME PERSONS, Subpart E—Reporting and Recordkeeping,
Section 135.90—Reporting

Each recipient which receives directly from the U.S. Department of Housing and Urban Development
(HUD) financial assistance that is subject to the requirements of this part shall submit to the Assistant
Secretary an annual report in such form and with such information as the Assistant Secretary may
request, for the purpose of determining the effectiveness of section 3.

Condition

Housing lacks adequate internal controls to ensure the accuracy of the data in and the completeness

of the annual Section 3 Summary Report it is required to submit to HUD. The Section 3 Summary
Report includes, information on the number of new employees hired that are low or very low-income
residents (Section 3 employees) and the amount of contracts awarded to businesses that are owned by
low or very low-income persons or that employ a certain percentage of Section 3 employees (Section 3
businesses) on projects funded with HOME Program grants during the fiscal year. Our review of the
Section 3 Summary Report that Housing submitted to HUD for the fiscal year ending June 30, 2007,
found that some of the information Housing reported was inconsistent with the data on the summary
spreadsheet it prepared from the annual Section 3 reports its subrecipients submitted to it. Specifically,
for the number of new Section 3 employees hired, Housing underreported by one in one category and
overreported by one in another. In addition, Housing reported the number of Section 3 businesses
receiving contracts as zero when its summary spreadsheet reflected nine. A manager in the HOME
Program confirmed the inconsistencies and stated that they were the result of transposition errors from
Housing’s spreadsheets to the report. After we brought these errors to Housing’s attention, the manager
submitted a revised report to HUD.

Housing’s HOME Program fiscal manager also told us that Housing does not have a central list or
tracking system specific to the Section 3 reporting requirement and for this reason could not supply a
list of subrecipients that are required to file. Instead, Housing relies on its subrecipients to determine
whether they meet the expenditure threshold that requires them to report their Section 3 activities.
Because it does not have a process in place to independently identify which of its subrecipients meet
the requirement to report and ensure that it receives all of the required reports, Housing cannot
demonstrate that the Section 3 report that it submits to HUD is complete.

Questioned Costs

Not applicable.
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Recommendations

Housing should strengthen its reviews over the preparation of the Section 3 Summary Report it submits
to HUD to ensure it accurately reflects the State’s Section 3 activities. In addition, Housing should
establish controls to ensure that it obtains and reports the Section 3 activity from all its subrecipients
that meet the requirements to report this activity.

Department’s View and Corrective Action Plan

Housing stated that, by May 31, 2009, it will develop procedures to obtain and report to the maximum
extent practicable the Section 3 activity from its subrecipients that meet the requirement to report
Section 3 activity. In addition, to ensure that the report accurately reflects the State’s Section 3 activities
reported by subrecipients, Housing will do the following: a) select a random sample of subrecipients to
ensure that the data provided in their Section 3 report is accurately portrayed in the Section 3 Summary
Report; b) test the computer program that generates the Section 3 report before the report is generated
to make sure that the computer program produces an accurate report with the data in the system at the
time; and ¢) train enough staff to prepare the report so that in the event of staff absences, the report will
be generated by staff, with a HOME Program manager or specialist responsible to ensure its accuracy.

Reference Number: 2008-12-20

Federal Catalog Number: 14.239

Federal Program Title: HOME Investment Partnerships Program
(HOME Program)

Federal Award Number and Year: M07-SG-06-0100; 2007

Category of Finding: Reporting

State Administering Department: Department of Housing and Community

Development (Housing)

Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart C—Auditees, Section .310—Financial Statements

(b)  Schedule of expenditures of Federal awards. The auditee shall also prepare a schedule of
expenditures of Federal awards for the period covered by the auditee’s financial statements. At a
minimum, the schedule shall:

(3)  Provide total Federal awards expended for each individual Federal program and the
Catalog of Federal Domestic Assistance (CFDA) number or other identifying number
when the CFDA information is not available.

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart B—Audits, Section .205—Basis for Determining Federal Awards Expended

(b)  Loan and loan guarantees (loans). Since the Federal Government is at risk for loans until the debt
is repaid, the following guidelines shall be used to calculate the value of Federal awards expended
under loan programs, except as noted in paragraphs (c) and (d) of this section:

(1)  Value of new loans made or received during the fiscal year; plus
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(2) Balance of loans from previous years for which the Federal Government imposes
continuing compliance requirements; plus

(3)  Any interest subsidy, cash, or administrative cost allowance received.

Condition

Housing did not report to the Department of Finance for inclusion in the Schedule of Federal
Assistance the correct amount of its outstanding loans of HOME Program funds for which affordability
requirements continue for five to 20 years. Specifically, Housing included $1 million in grants to cities
and counties that the HOME Program fiscal manager acknowledged had been miscoded in Housing’s
accounting records as outstanding loans. In addition, Housing understated the loan balance of one loan
recipient by $188,000. The HOME Program fiscal manager confirmed the error and said Housing is
working to identify the cause.

Questioned Costs

Not applicable.

Recommendation

Housing should establish controls to ensure that it accurately identifies, codes, and tracks the
outstanding loans of HOME Program funds that it makes as the state lender.

Department’s View and Corrective Action Plan

Housing stated that, by December 31, 2009, it will do the following: a) reconcile the CALSTARS S01
report to the CAPES and City Software list of state loans to ensure that all information in CALSTARS
is correct; b) submit appropriate forms/documentation to the Accounting Branch to make any required
changes; and ¢) develop procedures to ensure that new awards to community housing development
organizations continue to be correctly coded in CALSTARS.

Reference Number: 2008-13-30
Federal Catalog Number: 14.228
Federal Program Title: Community Development Block Grants/State’s

Program (CDBG)

Federal Award Number and Year: B-07-DC-06-0001; 2007
Category of Finding: Subrecipient Monitoring
State Administering Department: Department of Housing and Community

Development (Housing)

Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:
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(1)  1dentify Federal awards made by informing each subrecipient of CFDA title and number,
award name and number, award year, if the award is research and development, and name
of Federal agency. When some of this information is not available, the pass-through entity
shall provide the best information available to describe the Federal award.

Condition

Housing did not completely fulfill its subrecipient monitoring responsibilities for the CDBG program.
Our review of CDBG program award documents and contracts issued to 10 subrecipients found that
CDBG informed subrecipients of most of the federal award information and compliance requirements.
However, the award information did not properly include the Catalog of Federal Domestic Assistance
(CFDA) number for the CDBG program.

The CDBG program manager confirmed that the program did not specifically include the CFDA
number in the contracts or any other award information provided to subrecipients; however, it plans
to include this number in future contracts or award letters. Without the required federal award
information, Housing cannot ensure its subrecipients are aware of all the program’s requirements.

Questioned Costs

Not applicable.

Recommendation

Housing should ensure that it includes the CFDA number of the CDBG program in the contracts it
enters into with subrecipients.

Department’s View and Corrective Action Plan

In January 2009, Housing implemented procedures to include the CFDA number of the CDBG program
in the contracts entered into with subrecipients.

Reference Number: 2008-13-31
Category of Finding: Subrecipient Monitoring
State Administering Department: Department of Housing and Community

Development (Housing)

Federal Catalog Number: 14.239

Federal Program Title: HOME Investment Partnerships Program
(HOME Program)

Federal Award Number and Year: M07-SG-06-0100; 2007

Federal Catalog Number: 14.228

Federal Program Title: Community Development Block Grants/State’s

Program (CDBG)
Federal Award Number and Year: B-07-DC-06-0001; 2007
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Criteria

U.S. OFFICE OF MANAGEMENT AND BUDGET CIRCULAR A-133, AUDITS OF STATES,
LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS (OMB CIRCULAR A-133),
Subpart D—Federal Agencies and Pass-Through Entities, Section .400—Responsibilities

(d)  Pass-through entity responsibilities. A pass-through entity shall perform the following for the
Federal awards it makes:

(3)  Monitor the activities of subrecipients as necessary to ensure that Federal awards are
used for authorized purposes in compliance with laws, regulations, and the provisions of
contracts or grant agreements and that performance goals are achieved.

(4)  Ensure that subrecipients expending $300,000 ($500,000 for fiscal years ending after
December 31, 2003) or more in Federal awards during the subrecipient’s fiscal year have
met the audit requirements of this part for that fiscal year.

(5)  Issue a management decision on audit findings within six months after receipt of the
subrecipient’s audit report and ensure that the subrecipient takes appropriate and timely
corrective action.

Condition

Housing did not issue management decisions related to subrecipients’ OMB Circular A-133 audit
findings within the required six-month time frame. The State has established a process whereby local
governments submit copies of their OMB Circular A-133 reports to the State Controller’s Office
(SCO). The SCO is responsible for certifying that the report conforms to auditing standards. Upon
certification, it sends copies of OMB Circular A-133 reports to state agencies, which are responsible
for following up on the audit findings related to the federal programs they administer. Despite the fact
that the State of California has assigned aspects of the OMB Circular A-133 review process to different
agencies to ensure audit findings are dealt with promptly, the six-month period should be calculated
from the date the SCO receives a final OMB Circular A-133 report from the local government.

By early February 2009, Housing had received copies of nine OMB Circular A-133 audit reports, which
were due March 31, 2008, {rom cities or counties that included findings requiring Housing to issue a
management decision. On average, these reports were certified seven months after the SCO received
them. Specifically, Housing received seven of these nine audits more than six months after the State
initially received the audit, and it received the other two 47 days and 114 days, respectively, before the
six-month deadline. As of February 19, 2009, the nine reports had been in Housing’s possession for

an average of nearly two months, and it had not yet issued any management decisions. The additional
delay occurred at Housing because the audit division staff member responsible for processing the
OMB Circular A-133 audit reports was on extended leave when Housing received the reports from
the SCO. According to the manager of Housing’s Internal Audits Division, his unit did not have
written procedures to address the situation when the staff member who was responsible for OMB
Circular A-133 audit follow-up was not available. Further, he confirmed that no one else in the Internal
Audits Division had access to the audit report tracking system and, thus, Housing was unable to input
information into the system to then pass on to the HOME and CDBG programs.

Once the Internal Audits Division staff process the information, they prepare a memo regarding the
audit findings applicable to the HOME or CDBG program and send the memos to the HOME and
CDBG section chiefs. Ac