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External Audit- A&E, SAR, External Contract Management 
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Subject: 	 AUDIT OF MADERA COL':\fTY 

Attached is our final audit report setting forth the results of the audit ofMadera County's 
(County) financial management system relative to projects funded by the California Department 
ofTransportation (Caltrans) with the American Recovery and Reinvestment Act of2009 
(ARRA). The audit was for the period of July 1, 2009, through March 31 , 2013. The audit was 
performed by the State Controller's Office on behalf of Cal trans. 

The audit concluded that the County's accounting system and internal controls appear adequate 
to properly capture costs and segregate reasonable, allocable, and allowable project costs as 
required by Title 2, Code of Federal Regulations, Part 225 (2 CFR 225) and the Caltrans Master 
Agreement. In addition, the County has a system to accurately report project and job 
information as required by section 1512 of ARRA. The audit did not disclose any reportable 
conditions. 

If you have any questions, please contact Luisa Ruvalcaba, Audit Manager, at (916) 323-7888. 
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c: 	 Fardad Falakfarsa, Recovery Act Program Manager 


John Hoole, Chief, Office of Project Implementation, South 
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Luisa Ruvalcaba, Audit Manager, Audits and Investigations 
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September 26, 2013 

MarSue Morrill, Chief, External Audits 
Depart ofTransportation 
Audits and Investigations 
1304 0 Street, Suite 200 MS-2 
Sacramento, CA 94533 

Dear Ms. Morrill: 

The State Controller's Office (SCO) audited Madera County's financial management system 
relative to projects fu nded by the California Department ofT ransportation (Caltrans) with 
American Recovery and Reinvestment Act of2009 (ARRA) funds. The SCO also audited project 
costs incurred during the audit period to determine whether the costs were allowable for federal 
ARRA reimbursement. The audit was for the period of July I, 2009, through March 31, 2013. 

The county's accounting system and internal controls appear adequate to accumulate and 
segregate reasonable, allocable, and allowable project costs as requ ired by Title 2, Code of 
Federal Regulations, Part 225 (2 CFR 225) and the Caltrans Master Agreement. In addition. the 
county has a system to accurately report project and job information as required by section 15 12 
ofARRA. 

We selected for testing ARRA-funded construct ion projects ESPL-5941 (068), ESPL-5941 (075), 
and ESPL-594 1(077 ) and, for each project, determined that: 

• 	 The county compl ied with applicable federal competitive bidding and procurement 
requirements. 

• 	 ARRA project costs reimbursed by Caltrans during the audit period were reasonable. 
allocable, and allowable in accordance with 2 CFR 225 and applicable Caltrans requirements. 
Schedule I ofthis report is a summary of project costs reimbursed by Caltrans during the 
audit period. 

• 	 The county properly submined billings to Cal trans for reimbursement of project costs funded 
by ARRA. 

• 	 The county complied with the Buy America requirement ofTitle 23. United States Code. 

O ur audit did not di sclose any reportable conditions. 



MarSue Morrill, Chief, External Audits -2- September 26,2013 

If you have any questions, please contact Andrew Finlayson, Chief, State Agency Audits Bureau, 
by phone at (916) 324-6310. 

Sincerely, 

Original signed by 

JEFFREY V. BROWNFIELD. CPA 
Chief, Division ofAudits 

JVB/kw 

cc: Johannes Hoevertsz 
Road Commissioner 
Madera County 

Luisa Ruvalcaba, Audit Manager 

Audits and Investigations 

California Department ofTransportation 
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Madera County 	 Cal trans Projects Funded by ARRA 

Audit Report 

Summary 

Background 

The State Controller's Office (SCO) audited Madera County's financial 
management system relative to projects funded by the California 
Department of Transportation (Caltrans) with American Recovery and 
Reinvestment Act of 2009 (ARRA) funds. The SCO also audited project 
costs reimbursed by Caltrans during the audit period to determine 
whether the costs were allowable for federal ARRA reimbursement. The 
audit was for the period of July I, 2009, through May 31, 2013. 

The county's accounting system and internal controls appear adequate to 
accumulate and segregate reasonable, allocable, and allowable project 
costs as required by Title 2, Code ~f Federal Regulations, Part 225 
(2 CFR 225) and the Cal trans Master Agreement. ln addition, the county 
has a system to accurately report project and job information as requi red 
by section 1 5 12 ofARRA. 

We selected ARRA-funded construction projects ESPL-5941 (068), 
ESPL-5941 (075). and ESPL-5941 (077) and, for each project, determined 
that: 

• 	 The county complied with applicable federal competitive bidding and 
procurement requirements. 

• 	 ARRA project costs reimbursed by Caltrans during the audit period 
were reasonable. allocable, and allowable in accordance with 
2 CFR 225 and applicable Caltrans requirements. Sched ule I of this 
report is a summary of project costs reimbursed by Caltrans during 
the audit period. 

• 	 The county properly submitted billings to Caltrans for reimbursement 
of ARRA-fundcd project costs. 

• 	 The county complied with the Buy America requirement of Title 23, 
United States Code. 

Our audit did not disclose any reportable conditions. 

Caltrans entered into Master Agreement No. 06-5941 R w ith Madera 
County. In addition. the county has been approved for ARRA funding for 
the following Cal trans construction projects: 

• 	 $1 09. I 12 for A ward No. ESPL-594 1 (068) 
• 	 $525.000 for Award No. ESPL-5941(075) 
• 	 $545,679 fo r Award "t\o. ESPL-5941 (077) 
• 	 $1.868.824 for Award No. ESPL-5941 (072) 
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Madera County 	 Caltrans Projects Funded by ARRA 

This audit was performed by the SCO on behalf of Caltrans (Audit 
Request No. P271 0-0042). The authority to conduct this audit is given 
by: 

• 	 Interagency Agreement No. 77A0033, dated March 29, 2010, 
between the SCO and Caltrans, which provides that the SCO will 
perform audits of contracts between Caltrans and private contractors 
to ensure compliance with the American Recovery and Reinvestment 
Act of2009. 

• 	 Government Code section 1241 0, which states, "The Controller shall 
superintend the fiscal concerns of the state. The Controller shall audit 
all claims against the state, and may audit the disbursement of any 
money, for correctness, legality, and for sufficient provisions of law 
for payment." 

• 	 Government Code section 12430, which states, " With respect to 
audits to fulfi ll the requi rements necessary for the receipt of federal 
funds, the State Auditor shall be primarily responsible for financial 
audits, and the Director of Finance or the Controller shall be primarily 
responsible for compliance audits .. . . " 

Objectives, Scope, The objectives of our audit were to determine whether: 

and Methodology • 	 The county 's financial management system is adequate to accumulate 
and segregate reasonable, allocable, and allowable project costs in 
accordance with 2 CFR 225 and applicable Cal trans requirements. 

• 	 The county has processes in place to ensure compliance with 
provisions of ARRA, fiscal provisions of the county's Master 
Agreement No. 06-5941 R between the county and Caltrans, and 
specific fiscal and fund ing procedures of Caltrans ' Local Assistance 
Procedures. 

• 	 The county has complied with applicable federal competitive bidding 
and procurement requi rements. 

• 	 The county has a system to accurately report project and job 
infmmation to Cal trans as required by section 1512 of ARRA. 

• 	 ARRA project costs incun·cd within the audit period were reasonable, 
allocable. and allowable in accordance with 2 CFR 225 and applicable 
Cal trans rcq uirements. 

• 	 The county properly submitted bi llings to Caltrans for reimbursement 
of project costs funded by ARRA. 

• 	 The county complied with the Buy America requirements of Title 23, 
Uni ted States Code. 

The scope of the audit was limited to financial and compliance activities 
related to pr~j ects funded by Caltrans with American Recovery 
Reinvestment Act (ARRA) Funds. The audit was for the period of July I , 
2009, through March 3 1. 20 13. Our review of projects costs was limited 
to costs reimbursed by Cal trans of March 3 1. 20 12. Schedule I of this 
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Madera County 	 Co/trans Projects Funded by ARRA 

report is a summary of project costs that were reimbursed by Caltrans as 
of March 31. 2013. We selected for testing the following ARRA-funded 
construction projects ESPL-5941 (068), ESPL-594 1 (075), and ESPL
594 1 (077). We did not select for testing and, accordingly, we do not 
provide any conclusions that the audit objectives were met for any other 
ARRA-funded construction projects. 

To achieve our audit objectives, we performed the following audit 
procedures: 

• 	 Reviewed prior financial statements and single audit reports of the 
county. 

• 	 Obtained and reviewed the county's wri tten policies and procedures 
relating to accounting, construction project management, and contract 
management. 

• 	 Interviewed county employees in order to gain an understanding of 
the county's internal controls, accounting systems, and billing 
processes related to Caltrans-funded projects, including ARRA 
projects. 

• 	 Performed limited testing of Caltrans-funded ARRA projects to 
ensure that the county' s financial management system is adequate to 
accumulate and segregate reasonable, allocable, and allowable project 
costs in accordance with 2 CFR 225 and applicable Caltrans 
requirements. This limited testing included reviewing the accounting 
process for the city's own labor costs billed to Caltrans-funded ARRA 
construction projects. 

• 	 Interviewed county employees and reviewed supporting 
documentation to obtain an understanding of the ARRA report ing 
processes. 

We selected for testing ARRA-funded construction projects ESPL
5941 (068), ESPL-594 1 (075). and ESPL-5941(077) and, for each project, 
performed the following audit procedures: 

• 	 Reviewed project files to ensure that the county complied with 
applicable federal competitive bidding and procurement requirements. 

• 	 Selected a sample of project expenditures and reviewed supporting 
documentation to ensure that project expenditures including the city's 
own labor costs were reasonable, allocable, and allowable m 
accordance with 2 CFR 225 and applicable Caltrans requirements. 

• 	 Reviewed construction contract change orders to ensure that they 
were properly approved and supported. 

• 	 Reviewed the county's billings sent to Caltrans to ensure that the 
county properly billed Caltrans for reimbursement of project 
expenditures. 

• 	 Reviewed the coumy·s section 1512 reporting data to ensure that data 
was reported accurately to Caltrans. 
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Mudera County 	 Cal1rans Projects Funded by ARRA 

Conclusion 

Views of 
Responsible 
Official 

We conducted this perfonnance audit in accordance with generally 
accepted government auditing standards. Those standards require that we 
plan and perform the audit to obtain sufficient, appropriate evidence to 
provide a reasonable basis for our findings and conclusions based on our 
audit objectives. We believe that the evidence obtained provides a 
reasonable basis for our findings and conclusions based on our audit 
objectives. 

We did not audit the county's financial statements. We limited our audit 
scope to planning and performing audit procedures necessary to achieve 
our audit objectives. 

We determined that Madera County has an accounting system and 
internal controls to adequately accumulate and segregate reasonable, 
allocable, and allowable project costs as requi red by 2 CFR 225 and the 
Caltrans Master Agreement. The county has a system to accurately report 
project and job information to Caltrans as required by section 1 S 12 of 
ARRA. 

We selected ARRA-funded construction projects ESPL-5941(068), 
ESPL-5941 (075), and ESPL-5941(077) and, for each project, determined 
that: 

• 	 The county complied with applicable federal competitive bidding and 
procurement requirements. 

• 	 ARRA project costs reimbursed by Caltrans within the audit period 
were reasonable, allocable, and allowable project costs in accordance 
with 2 CFR 225 and applicable Caltrans requirements. Schedule l of 
this report is a summary of proj ect costs reimbursed by Caltrans 
during the audit period. 

• 	 The county properly submined billings to Caltrans for reimbursement 
of project costs funded by ARRA. 

• 	 The county complied with the Buy America requirement of Tit le 23, 
United States Code. 

Our audi t did not disclose any reportable conditions. 

We discussed our audit results with the county's representative during a 
telephone exit conference conducted on September 3, 2013. Jared Carter, 
Deputy Road Commissioner. agreed with the audit results. Mr. Carter 
declined a draft audit report and agreed that we could issue the audit 
report as final. 
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Madera County Cal trans Projects Funded by ARRA 

This report is solely for the information and use of Madera County, Flestricted lJse 
Caltrans, and the SCO. It is not intended to be and should not be used by 
anyone other than these specified parties. This restriction is not intended 
to limit distribution of this report, which is a matter of public record. 

Original signed by 

JEFFREY V. BROWNFIELD, CPA 
Chief, Division of Audits 

September 26, 2013 
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Al/adera Counry Cal trans Projects Fundr>d by ARRA 

Schedu]e 1
Summary of Project Costs Reimbursed by Caltrans 


July 1, 2009, through May 31, 2013 


Costs 
Reimbursed by 

Federal Award /\ward Amount Caltrans 

Award# ESPL-5941(068) 
Award# ESPL-5941(075) 
Award# ESPL-5941(077) 
Award# ESPL-5941 (072) 

$ I 09, 112 
525,000 
545,679 

1,868,824 

$ 109, J\2 I 

525,000 1 

545,679 I 

1,738,104 

Total $ 3,048,615 $ 2,917,895 

i\llc.mls selected for testing to dctcrmin..: that ARR/\ project custs reimbursed by Caltnms within the a udit pcrioJ 
\\ere reasonab le. allocable. and allm·vabk in accordance" ith 2 CF R 225 and applicable Caltrans requircmenb. 
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