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INDEPENDENT AUDITOR’S REPORT

Health and Human Services Agency
County of San Diego
San Diego, California

We have audited the accompanying Statements of Claims and Fiscal Reports of the County of
San Diego Health and Human Services Agency (County) for the California State Department of
Education Child Development Programs (Project No. 37-2001-00-1, and Contract Nos. CLPC-
1035 and CRET-1033) for the fiscal year ended June 30, 2012. The Statements of Claims and
Fiscal Reports are the responsibility of the County’s management., Our responsibility is to
express an opinion on the Statement of Claims and Fiscal Reports based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, and the California Department
of Education Audit Guide issued by the California Department of Education. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
Statements of Claims and Fiscal Reports are free of material misstatements. An audit includes
consideration of internal control over financial reporting as a basis for designing audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the County’s internal control over financial reporting. Accordingly, we express
no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the
Statements of Claims and Fiscal Reports. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the Statements of Claims and Fiscal Reports present fairly, in all material respects,
the program expenditures, program funds received, and fiscal year reimbursements for the fiscal
year ended June 30, 2012 in conformity with accounting principles generally accepted in the
United States of America.
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In accordance with Government Auditing Standards, we have also issued our report dated
November 8, 2012, on our consideration of the County’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming opinions on the Statements of Claims and
Fiscal Reports that collectively comprise the County’s Statement of Claims and Fiscal Reports as
a whole. The accompanying schedule of expenditures of federal and state awards, combining
schedule of activities, combining schedule of expenditures by state categories, and combining
schedule of administrative costs are presented for purposes of additional analysis and are not
required parts of the Statements of Claims and Fiscal Reports. The schedule of expenditures of
federal and state awards, combining schedule of activities, combining schedule of éxpenditures
by state categories, and combining schedule of administrative costs are the responsibility of
management and were derived from and relate directly to the underlying accounting and other
records used to prepare the Statements of Claims and Fiscal Reports. The information has been
subjected to the auditing procedures applied in the audit of Statements of Claims and Fiscal
Reports (and in conformity with the CDE Audit Guide issued by the California Department of
Education), including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the Statements of Claims and Fiscal Reports or to
the Statements of Claims and Fiscal Reports themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the Statements of
Claims and Fiscal Reports taken as a whole.

This report is intended solely for the information and use of the County of San Diego and for
filing with the California State Department of Education in connection with the contracts to
which it refers, and should not be used for any other purposes.

'-;yw’ K#? v A“éw
Moss, Levy & Hartzheim, LLP
Culver City, California
November 8, 2012



COUNTY OF SAN DIEGO
HEALTH AND HUMAN SERVICES AGENCY

Child Care Development Fund
Project No.: 37-2001-00-1
Contract No.: CLPC-1035

Statement of Claims
Fiscal Year 2011-2012

Program Expenditures:

Administrative and support services costs $ 88,601
Total Expenditures

Program Funds Received:

State of California 72,623
Funds used to satisfy MOE requirement 21,750
Other: Interest earned on State advances 436

Total Funds Received

Program Funds Due to the County (Due to the State)

The accompanying notes are an integral part of these financial statements
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COUNTY OF SAN DIEGO
HEALTH AND HUMAN SERVICES AGENCY

Child Care Development Fund
Project No.: 37-2001-00-1
Contract No.: CRET-1033

Statement of Claims

Fiscal Year 2011-2012

Program Expenditures:

Administrative and support services costs $ 667,273

Total 'Expenditures

Program Funds Received:

State of California 660,441

Other: Interest earned on State advances 1,753

Total Funds Received

Program Funds Due to the County (Due to the State)

The accompanying notes are an integral part of these financial statements
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AUDITED FISCAL REPORT
for Child Development Support Contracts

Agency Name: County of San Diego Health and Human Services Agency Vendor No. 2001
Fiscal Year End: June 30, 2012 Contract No. CLPC-1035
Multi-Year Contract? (Check "No" Box or Enter Contract Period): No: X or Period:
Independent Auditor's Name: Moss, Levy & Hartzheim, LLP
COLUMN Al COLUMN A2 ] COLUMN B COLUMN C
LAST YEAR'S AUD
9529 ENDING CURRENT AUDIT CUMULATIVE
BALANCE FOR FISCAL YEAR ADJUSTMENT | THROUGH CURRENT
THIS CONTRACT JPER FORM CDFS| INCREASE OR FISCAL YEAR PER
X 9529 (DECREASE) AUDIT
(Multi-Year
SECTION I - REVENUE Contract Only)
RESTRICTED INCOME
Match Requirement 3 - 3 - $ - $ -
County Maintenance of Effort (EC 8279) 21,750 21,750
Other (Specify):
Subtotal 21,750 21,750
INTEREST EARNED ON APPORTIONMENTS 436 436
UNRESTRICTED INCOME
Other (Specify):
TOTAL REVENUE $ 22,186 | § - $ 22,186
SECTION II - REIMBURSABLE EXPENSES
1000 Certificated Salaries $ - $ - 3 - $ -
2000 Classified Salaries 9,874 9,874
3000 Employee Benefits 5,528 5,528
4000 Books and Supplies
5000 Services and Other Operating Expenses 73,199 73,199
6100/6200 Other Approved Capital Outlay
6400 New Equipment (program-related )
6500 Replacement Equipment (program-related)
Depreciation or Use Allowance
Indirect Cost Rate Percentage:
FOR CDE-A&I USE ONLY:
TOTAL EXPENSES CLAIMED FOR REIMBURSEMENT]| § - $ 88.601 | § - $ 88,601
TOTAL ADMINISTRATIVE COST (included in scetion 11 nbuvc) $ - $ 2,8 19 $ - $ 28 19
COMMENTS - If necessary, attach additional sheets to explain adjustments:
X I NO SUPPLEMENTAL REVENUES OR EXPENSES-Check this box and omit next page 2 if there are no supplemental revenues or expenses to report,
AUD 9529, Page 1 of 2 (FY 2011-12) California Department of Education

The accompanying notes are an integral part of these financial statements
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AUDITED FISCAL REPORT
for Child Development Support Contracts

AUD 9529, Page 1 of 2 (FY 2011-12)

Agency Name: County of San Diego Health and Human Services Agency Vendor No. 2001
Fiscal Year End: June 30, 2012 Contract No. CRET-1033
Multi-Year Contract? (Check "No" Box or Enter Contract Period): No: X or Period:

Independent Auditor's Name: Moss, Levy & Hartzheim, LLP

COLUMN Al COLUMN A2 | COLUMN B COLUMN C
LAST YEAR'S AUD
9529 ENDING CURRENT AUDIT CUMULATIVE
BALANCE FOR FISCAL YEAR ADJUSTMENT THROUGH CURRENT
THIS CONTRACT |PER FORM CDFS | INCREASE OR FISCAL YEAR PER
. 9529 (DECREASE) AUDIT
(Multi-Year
SECTION I - REVENUE Contract Only)
RESTRICTED INCOME
Match Requirement $ - $ - $ - $ -
County Maintenance of Effort (EC 8279)
Other (Specify).
Subtotal
INTEREST EARNED ON APPORTIONMENTS 1,753 1,753
UNRESTRICTED INCOME
Other (Specify):
TOTAL REVENUE $ 1,753 1 § - $ 1,753
SECTION I - REIMBURSABLE EXPENSES
1000 Certificated Salaries $ - $ - $ - $ -
2000 Classified Salaries 9,874 9,874
3000 Employee Benefits 5,528 5,528
4000 Books and Supplies
5000 Services and Other Operating Expenses 651,871 651,871
6100/6200 Other Approved Capital Outlay
6400 New Equipment (program-related)
6500 Replacement Equipment (program-related)
Depreciation or Use Allowance
Indirect Cost Rate Percentage:
FOR CDE-A&I USE ONLY:

TOTAL EXPENSES CLAIMED FOR REIMBURSEMENT]| § - $ 667,273 | § - $ 667,273
TOTAL ADMINISTRATIVE COST tincluded in section i above) $ - $ 7,389 1 § - $ 7,389
COMMENTS - If necessary, attach additional sheets to explain adjustments:

X l NO SUPPLEMENTAL REVENUES OR EXPENSES-Check this box and omit next page 2 if there are no supplemental revenues or expenses o report.

California Department of Education

The accompanying notes are an integral part of these financial statements

6



Note |

COUNTY OF SAN DIEGO
HEALTH AND HUMAN SERVICES AGENCY

Notes to Financial Statements
June 30, 2012

Summary of Significant Accounting Policies

A. Reporting Entity

The County of San Diego is a political subdivision of the State of California (State)
and is governed by an elected Board of Supervisors. As such, it can exercise the
powers specified by the Constitution and Statutes of the State. The Health and
Human Services Agency is a department within the County of San Diego and
operates the California State Department of Education Child Development
Programs within the County of San Diego.

The accompanying financial statement presentations relate to the County of San
Diego Health and Human Services Agency operations and include only selected
data that is required to be reported to the California State Department of Education,
pursuant to Contract Nos. CLPC-1035 and CRET-1033. In accordance with criteria
adopted by the Governmental Accounting Standards Board (GASB), the entire
operation of the County of San Diego Health and Human Services Agency is
included in the County of San Diego’s Comprehensive Annual Financial Report.

. General Program Information

The County of San Diego Health and Human Services Agency administered the
following California State Department of Education Child Development Programs
during the fiscal year ended June 30, 2012: Local Child Care Planning Council and
Child Care Staff Retention Program,

The Local Child Care Planning Council (CLPC-1035) was established to develop a
comprehensive long range plan for a broad spectrum of childcare and development
services. Items that may be addressed by the council include the expansion of care
for all children with childcare and development needs within the County of San
Diego and the development of strategies and mechanisms for upgrading the quality
of care.

The Child Care Staff Retention Program (CRET-1033) was established to retain
qualified child care employees, who work directly with children who receive
subsidized care, in State subsidized, center-based programs.

. Basis of Presentation

The Statements of Claims and Fiscal Reports, Schedule of Activities, Schedule of
Expenditures by State Categories, and Schedule of Reimbursable Administrative
Costs were prepared from the accounts and transactions of the County. The
statements summarize revenues, expenditures, and matching funds recorded by the
County for the fiscal year ended June 30, 2012 and follow the formats prescribed
by the California State Department of Education.



COUNTY OF SAN DIEGO
HEALTH AND HUMAN SERVICES AGENCY

Notes to Financial Statements
June 30, 2012

Note I ~ Summary of Significant Accounting Policies (Continued)
D. Method of Accounting
Prior to July 1, 2000, the County used the modified accrual basis of accounting for
the Statements of Claims and Fiscal Reports, Schedule of Activities, Schedule of
Expenditures by State Categories, and Schedule of Administrative Costs. The
Program began to utilize the accrual basis of accounting during fiscal year ended
June 30, 2001. Revenues are recognized in the period earned and expenses are
recognized in the period incurred.
Note 2 Administrative Expenditures and Support Costs
Costs related to the administration of the child development programs are reported as
administrative expenditures on the Statement of Claims. The administrative
expenditures consist of administrative and support service costs. For the fiscal year
ended June 30, 2012, such costs consisted of the following:
Administrative Support Total
CLPC-1035
Salaries and benefits $ 2310 $ 13,092 § 15,402
Services and otheroperating expenses 72,690 72,690
Audit fee 509 509
Total 3 2819 § 85,782 § 88,601
CRET-1033
Salaries and benefits $ 2,310 8§ 13,002 § 15,402
Services and other operating expenses 646,792 646,792
Audit fee 5,079 5,079
Total $ 7,389 8§ 659,884  §$ 667,273
Note 3  Maintenance of Effort Requirement
The County satisfied its Maintenance of Effort requirement of $21,750 for contract
number CLPC-1035. The amount retained by the County’s Child Development
Programs was $0. The amount spent on administrative and support costs was $88,601
which is more than 100% of the required Maintenance of Effort.
Note 4  Interest Earned on State Advances

-Interest was calculated, based on County cash investment yields applied to amounts

advanced from the State that were outstanding during the period. Amounts earned by
the County were retained and reported in accordance with the Contract Funding Terms
and Conditions, which are recorded in the County’s General Fund. Interest earned
must be used for Child Development Program expenditures,



COUNTY OF SAN DIEGO
HEALTH AND HUMAN SERVICES AGENCY

Notes to Financial Statements
June 30, 2012

Fiscal year reimbursable earnings are the lesser of the contract amount or total
expenditures incurred during the fiscal year in the provision of child care and

development services for subsidized children, reduced by disallowed costs and

Note 5  Fiscal Year Reimbursable Earnings
restricted income.
Note 6  Amount Due to/(from) the State

Note 7

The amount of program funds due to (due from) the State:

CLPC-1035 $ 6,208
CRET-1033 (5,079)
Total $ 1,129

As of June 30, 2012, the County received $660,441 for CRET-1033 out of the total
expenditures claimed of $667,273, which result in a due from the State for $5,079 after
interest earned on the program of $1,753.

The County received the maximum contract amount of $72,623 for CLPL-1035,
however, total expenditures claimed for CLPL-1035 of $88,601 was less than the total
revenues of state funding, maintenance of effort, and interest earned on the program of
$6.,208.

Contingencies

The County has received federal and other governmental funds for specific purposes
that are subject to review and audit by the funding agencies. Such audits could generate
expenditure disallowances or refunds payable under terms of the agency contracts. No
material amounts are currently payable. Loss of governmental support would have a
significant impact on the County’s ability to provide its program services.

An IRS notice of proposed civil penalty was sent to the County for 1099 information
forms issued for the 2009 tax year. The County has appealed this penalty. These notices
have been received annually for the past tax years. These proposed penalties occur in
cases where the County's filed information returns have Taxpayer Identification
Numbers that do not match IRS records. The County has contested these penalties and
penalties have been waived for some recent years. The range of proposed penalties has
been small, below $7,000 in recent years. Currently, there has been no IRS notification
for the tax year 2011 filings.



COUNTY OF SAN DIEGO
HEALTH AND HUMAN SERVICES AGENCY

Schedule of Expenditures of Federal and State Awards
For the Fiscal Year Ended June 30, 2012

Federal
CFDA Grantor's Award A mount Expenditures
Grantor Number Num ber Federal State Federal State
U.S. Department of Health and Human Services:
Pass through California Department of Education:
Child Care and Development Fund (CCDF):
CCDF Local Child Care
and Development Planning Council 93.575/93.596 CLPC-1035 $ 72,623 § - $ 66,415 § -
CCDF Salary/Retention Incentive Program 93.575/93.596 CRET-1033 612,351 72,982 596,207 71,066
Total $ 684974 % 7298 $ 662622 § 71,066

Notes:  Maintenance of Effort funds of $21,750 were received from the County of San Diego
and expended on the Local Planning Council Program in accordance with the County

and Child Development Division.

Some amounts presented in this schedule may differ from amounts presented in the
Statement of Claims, Audited Fiscal Reports, and combining schedules as this schedule
is presented in accordance with the requirements of OMB Circular A-133, Audifts of

States, Local Governments, and Non-Profit Organizations.
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Revenue and Support

Government contracts:
Child care programs

Subtotal government contracts

Maintenance of effort
Interest earned on State advances

Total Revenues

Total Revenues and Support

Expenditures

Classified Salaries:

Office personnel
Employee benefits
Legal, audit, and accounting
Other operating expenditures

Total Expenditures

Excess (deficiency) of support, revenues,
and expenditures

COUNTY OF SAN DIEGO
HEALTH AND HUMAN SERVICES AGENCY

Combining Schedule of Activities
Fiscal Year 2011-2012

CLPC-1035 CRET-1033 Totals
$ 72,623  $ 660,441 $ 733,064
72,623 660,441 733,064
21,750 21,750
436 1,753 2,189
22,186 1,753 23,939
94,809 662,194 757,003
9,874 9,874 19,748
5,528 5,528 11,056
509 5,079 5,588
72,690 646,792 719,482
88,601 667,273 755,874
$ 6208 § (5,079) $ 1,129




COUNTY OF SAN DIEGO
HEALTH AND HUMAN SERVICES AGENCY

Combining Schedule of Expenditures by State Categories
For the Fiscal Year Ended June 30, 2012

Expenditures Total CDE
CLPC-1035 CRET-1033 CD Contracts
Direct payments to providers $ - $ - $ -
2000 Classified salaries 9,874 9,874 19,748
3000 Employee benefits 5,528 5,528 11,056
5000 Services and other operating expenses 73,199 651,871 725,070
Total expenditures $ 88,601 § 667,273 $ 755,874

We have examined the claims filed for reimbursement and the original records supporting the transactions
recorded under the contracts listed above to an extent considered necessary to assure ourselves that the
amounts claimed by the contractor were eligible for reimbursement, reasonable, necessary, and adequately
supported, according to governing laws, regulations, and contract provisions.



COUNTY OF SAN DIEGO
HEALTH AND HUMAN SERVICES AGENCY

Combining Schedule of Reimbursable Administrative Costs
Fiscal Year 2011-2012

CLPC-1035 CRET-1033 Totals
Reimbursable Administrative Costs:
Administrative salaries $ 1,481 $ 1,481 $ 2,962
Employee benefits 829 829 1,658
Audit and legal 509 5,079 5,588
Total Administrative Costs $ 2,819 $ 7,389 $ 10,208
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED
ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Health and Human Services Agency
County of San Diego
San Diego, California

We have audited the Statements of Claims and Fiscal Reports of the County of San Diego Health
and Human Services Agency (County) for the California State Department of Education Child
Development Program (Project No. 37-2001-00-1, and Contract Nos. CLPC-1035 and CRET-
1033) as of and for the fiscal year ended June 30, 2012, and have issued our report thereon dated
November 8, 2012, 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.

Internal Control Over Financial Reporting

Management of the County of San Diego Health and Human Services Agency, California, is
responsible for establishing and maintaining effective internal control over financial reporting. In
planning and performing our audit, we considered the County’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the statements, but not for the purpose of expressing an opinion on the effectiveness
of the County’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the County’s internal control over financial reporting.

A deficiency in internal control exits when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct misstatements on a timely basis. A material weaknesses is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the County’s Statement of Claims and Fiscal Reports
will not be prevented, or detected and corrected on a timely basis.
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Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in
internal control over financial reporting that might be deficiencies, significant deficiencies, or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

Compliance

As part of obtaining reasonable assurance about whether the County’s Statements of Claims and
Fiscal Reports 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 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 County, management, and the
California State Department of Education and is not intended to be and should not be used by
anyone other than these specified parties.

‘ﬂw' ,f‘,,? v I“é“‘.“)
Moss, Levy & Hartzheim, LLP
Culver City, California '
November §, 2012
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COUNTY OF SAN DIEGO
HEALTH AND HUMAN SERVICES AGENCY

Schedule of Findings and Questioned Costs
For the Fiscal Year Ended June 30, 2012

Section 1 — Summary of Audit Results

Financial Statements

I. The Independent Auditor’s Report on the Statements of Claims and Fiscal Reports of the
County of San Diego Health and Human Services Agency (County) for the California
State Department of Education Child Development Program (Project No. 37-2001-00-1,
and Contract Nos. CLPC-1035 and CRET-1033) expressed an unqualified opinion.

2. Internal control over financial reporting:

a. No material weaknesses identified
b. No significant deficiencies identified

(V8]

Compliance:

a. No reportable instance of noncompliance identified

Section 2 — Financial Statement Findings

No findings noted

Section 3 — Compliance Findings and Questioned Costs

No findings noted



COUNTY OF SAN DIEGO
HEALTH AND HUMAN SERVICES AGENCY

Schedule of Prior Year Findings and Questioned Costs
For the Fiscal Year Ended June 30, 2012

Section 4 — Status of Prior Year Findings

There were no findings for prior year.



