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SUBJECT:  A briefing regarding the 2010 Federal Single Audit Report prepared by the Washing State Auditor’s Office and released January 30, 2012.

BACKGROUND:

The U.S. Office of Management and Budget Circular A-133 requires that entities receiving federal grant funds exceeding $500k annually have a single audit of all the funds, and that the audit report be issued within 9 months of year-end.  For King County that date would be September 30th annually.  While the County may utilize another audit firm, historically it has utilized the Washington State Auditor’s Office [SAO] to conduct this required annual audit.

In the SAO’s Executive Summary the point is made that they began audit planning in April of 2011 but were unable to meet the required September 30th deadline due to “the County’s failure to respond to audit requests completely and in a timely manner.”  The SAO went on to say that “by not meeting the deadline, the County puts future federal funding in jeopardy.”  Further, they note that they have raised this issue to the attention of Executive Management in both this and previous audits, and note that these delays have added to the cost of the audit.  
ANALYSIS:

In 2010 the County received a little over $195 million in Federal grant awards to six departments.  Of that amount the SAO audited $128.7 million in federal money spent by the County and questioned $10.05 million in costs but found no misappropriation or diversion of funds.  They reported fourteen [14] findings.  Following is a table that summarizes the findings by the SAO as well as Executive responses.  Both are at a macro level; Attachment 1 contains the audit in its entirety.  
SAO 2010 FEDERAL SINGLE AUDIT

	#
	Issue/Agency 
	SAO FINDING
	EXECUTIVE

	1.
	Transit
	King County’s internal controls were inadequate to ensure compliance with federal requirements of its Federal transit grant programs; $1.478m questioned for bus parts, and $1.7m in projected questioned costs for employee payroll
	Disagrees with various elements of the finding, specially: costs associated with sales tax for bus parts; requirements for payroll time and effort documentation; and the circumstances surrounding the procurement finding.  They agree with the bus parts finding, and partially agree with the equipment finding.  Of total questioned costs identified, only agrees with $354,000 involving sales tax for bus parts.

	2.
	HUD-Shelter Plus
	King County’s internal controls were inadequate to ensure compliance with requirements of its Shelter Plus Care Grant; $5,267,583 in questioned costs
	Agrees internal controls may be improved but disagrees with described conditions that questioned the entire cost of the program.  Will require landlords to annually certify that they have not received other rental assistance.

	3.
	Public Health
	The County does not have controls to ensure compliance with activities allowed and allowable cost principles for grants operated by the Public Health Department; auditor questioned $1,572,112 allocation of paid time off costs to a variety of programs. These were first cited as material findings in a 2009 audit
	Partial concurrence with finding but strong disagreement that auditor questioned 100% of costs.  Since the audit was completed, has balanced to within $345 of the $1.6 million in questioned paid time off costs.

	4.
	Public Health
	The County does not have controls to ensure compliance with subrecipient monitoring requirements for grants operated by the Public Health Department; no questioned cost amount
	Partially concurs.  In 2011, started using new electronic tracking system for monitoring and established new controller position that oversees grant compliance.

	5.  
	HUD
	King County’s internal controls were inadequate to ensure compliance with federal requirements for cash management and subrecipient monitoring for the HOME Investment Partnership grant; no funds questioned cost amount.
	Disagree regarding internal controls.  Agrees that earned interest funds were made available due to expenditure reallocation


	6.
	USDOE
	The County does not have controls in place to ensure compliance with requirements for its Energy Efficiency and Conservation Block Grant Program; no questioned cost amount
	Disagrees with the finding about accounting records as the county uses unique project numbers and revenue account codes to track ARRA project expenses and revenues.  Partially agree with finding about reporting.

	7.
	CDBG
	The County’s internal controls are inadequate to ensure compliance with the requirements for the Community Development Block Grant program; no questioned costs amount
	Disagrees with conclusion that program staff lack adequate knowledge of financial reports  to complete them properly  Agrees that internal controls can be improved and will assign a fiscal employee to review and verify all completed quarterly reports.

	8.
	Public Health
	The County does not have adequate controls to ensure charges to the Prevention and Wellness program grant are supported and within the period of availability; $41,998 questioned
	Partial concurrence, points out this is $42k out of a $4.2m grant (99.9% of costs charged were within the period of availability).

	9.
	Judicial Adm.
	King County’s internal controls were inadequate to ensure compliance with requirements of its Child Support Enforcement Grant; no questioned cost amount
	All the identified issues were caught and corrected prior to SAO audit

	10.
	Public Health
	The county does not have adequate controls to ensure payroll-related costs charged to the Immunization program are supported;  no questioned cost amount
	Concurs.  Has strengthened documentation process used for time and effort certifications.

	11.
	Public Health
	The County does not have adequate controls in place to ensure it charges all obligations to the Emergency Preparedness grant within the specified time period; $6,991 questioned
	Concurs.  The questioned costs of $6,991 are out of a total of $5.6 million charged to the grant.

	12.
	WIC
	King County does not have adequate controls to ensure it charges all obligations to the Special supplemental Nutrition Program for Women, Infants and Children within the specified time period; no questioned cost amount
	Concurs.   Points out that 99.9% of the $7.5 million charged to the program were within the specified time period.


	13.
	HUD
	King county lacked adequate monitoring of subrecipient activities which resulted in unallowable costs charged to the Homelessness Prevention and Rapid Re-Housing Program; no questioned cost amount
	Disagrees with auditor’s broad characterization of the condition.  Situation was isolated to one subrecipient employee and breakdown in controls for one supervisor.  Has made follow up visits since problem occurred to strengthen controls.

	14.
	Emergency Management
	The County’s internal controls are inadequate to ensure compliance with subrecipient monitoring requirements for the Homeland Security Grant Program; no questioned cost amount
	Agrees.  Has taken immediate steps to ensure subrecipients notify the county of audit findings and corrective actions taken.


During the stage of finalization of this audit Council staff became increasingly aware of the differing points of view of both the State Auditor’s Office and Executive staff in their respective views of this audit.  For example, the Executive Summary notes: “Throughout the audit we worked with six departments and experience significant difficulties with three: Transportation, Public Health, and Community and Human Services.  In addition, the Countywide Single Audit Liaison from the Executive Finance Department failed to direct our office to appropriate County staff in a timely manner.”  Executive staff has a different view on their responsiveness and this characterization by the SAO.  In order to appropriately steward financial resources it appears timely for the Council to gain a better understanding and perspective regarding the perceptions of both Executive and SAO representatives as it relates to this audit.  To that end, staff from the State Auditor’s Office as well as Finance and Business Operations has been invited to the Committee today.
ATTACHMENT:

1. Washington State Auditor’s Office: Federal Single Audit Report No. 1007131 
