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COUNTY OF CENTRE, PENNSYLVANIA

NoOTE To ScHEDULE OF EXPENDITURES OF FEDERAL AWARDS

1. BAsiS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal
grant activity of the County of Centre, Pennsylvania (the “County”) presented on the
accrual basis of accounting. The information in the schedule is presented in accordance
with the requirements of OMB A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Amounts reported in this schedule agree with the amounts
included in the County's basic financial statements




COUNTY OF CENTRE, PENNSYLVANIA

SCHEDULE OF SELECTED COMMONWEALTH OF
PENNSYLVANIA DEPARTMENT OF PUBLIC WELFARE ASSISTANCE
FOR THE YEAR ENDED DECEMBER 31, 2007

COMBINED
FEDERAL
AND STATE
GRANTOR/PROGRAM TITLE EXPENDITURES
PENNSYLVANIA DEPARTMENT OF PUBLIC WELFARE:
Mental Health/Mental Retardation $ 16,943,782 *
Children and Youth 7,854,009
Child Support Enforcement 612,618
Combined Homeless Assistance Program 486,257 *
Medical Assistance Transportation Program 412,055
Human Services Development Fund 278,573
TOTAL SELECTED PENNSYLVANIA DEPARTMENT OF
PUBLIC WELFARE ASSISTANCE $ 26,587,294

*

Denotes a major DPW program.

Note: This schedule includes selected Pennsylvania Department of Public Welfare (DPW)
Assistance received by the County of Centre, Pennsylvania and is presented using
the full accrual method of accounting. Amounts reported in this schedule agree
with the amounts included in the County's basic financial statements.
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INDEPENDENT AUDITORS’ 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

Board of Commissioners
County of Centre, Pennsylvania:

We have audited the financial statements of the governmental activities, the business-type
activities, the discretely presented component units, each major fund and the aggregate
remaining fund information of the County of Centre, Pennsylvania (the “County"), as of and
for the year ended December 31, 2007, which collectively comprise the County's basic
financial statements, and have issued our report thereon dated June 16, 2008. 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 Comptrolier General of the United States.

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 financial 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.

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 a deficiency in internal control
over financial reporting we consider to be a significant deficiency.

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 over financial reporting. We
consider the deficiency described in the accompanying schedule of findings and questioned
costs as item 07-4 to be a significant deficiency.

-7 -



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 necessary disclose all significant deficiencies that are also considered to be
material weaknesses. However, we believe that the significant deficiency described above is
not a material weakness.

CompPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the County'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 resuits of our tests
disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

The County'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 County’s
response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the Board of Commissioners,
management, others within the organization and 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.

State College, Pennsylvania
June 16, 2008
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INDEPENDENT AUDITORS’ REPORT ON: COMPLIANCE
WiTH REQUIREMENTS APPLICABLE To EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133
AND THE PENNSYLVANIA DEPARTMENT OF PUBLIC WELFARE
SINGLE AUDIT SUPPLEMENT; SCHEDULE OF EXPENDITURES
OF FEDERAL AWARDS, AND; SELECTED COMMONWEALTH
OF PENNSYLVANIA FINANCIAL ASSISTANCE

Board of Commissioners
County of Centre, Pennsylvania:

COMPLIANCE

We have audited the compliance of the County of Centre, Pennsylvania (the "County”) with
the types of compliance requirements described in the U.S. Office of Management and
Budget ("OMB") Circular A-133 Compliance Supplement and the Department of Public
Welfare ("DPW") Single Audit Supplement that are applicable to each of its major federal
and DPW programs for the year ended December 31, 2007. The County’s major federal
programs are identified in the summary of auditors’ results section of the accompanying
Schedule of Findings and Questioned Costs. The County's major DPW programs are
identified in the Schedule of Selected Commonwealth of Pennsylvania Department of Public
Welfare Assistance. Compliance with the requirements of laws, regulations, contracts, and
grants applicable to each of its major federal and DPW programs is the responsibility of the
County’s management. Our responsibility is to express an opinion on the County's
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the
United States; OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and, the Commonwealth of Pennsylvania, Department of Public Welfare
Single Audit Supplement. Those standards, OMB Circular A-133 and the DPW Single Audit
Supplement require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above
that could have a direct and material effect on a major federal or DPW program occurred.
An audit includes examining, on a test basis, evidence about the County’s compliance with
those requirements and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion.
QOur audit does not provide a legal determination of the County’s compliance with those
requirements.

-9-



In our opinion, the County complied, in all material respects, with the requirements referred
to above that are applicable to each of its major federal and DPW programs for the year
ended December 31, 2007. However, the results of our auditing procedures disclosed four
instances of noncompliance with those requirements, which are required to be reported in
accordance with OMB Circular A-133 and the DPW Single Audit Supplement and which are
described in the accompanying schedule of findings and questioned costs as items 07-1,
07-2, 07-3, and 07-4.

INTERNAL CONTROL OVER COMPLIANCE

The management of the County is responsible for establishing and maintaining effective
internal control over compliance with the requirements of laws, regulations, contracts, and
grants applicable to federal and DPW programs. In planning and performing our audit, we
considered the County’s internal control over compliance with requirements that could have
a direct and material effect on a major federal or DPW 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 County’s internal
control over compliance.

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
County's internal control that might be significant deficiencies or material weaknesses as
defined below. However, as discussed below, we identified certain deficiencies in control
over compliance that we consider to be significant deficiencies.

A controf 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 or DPW program on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the enfity’s ability to administer a federal or DPW program such that there is more
than a remote likelihood that noncompliance with a type of compliance requirement of a
federal or DPW 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 07-1, 07-2, 07-3, and 07-4 to be significant deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that resulis in more than a remote likelihood that material noncompliance with a type of
compliance requirement of a federal or DPW program will not be prevented or detected by
the entity’'s internal control. We did not consider the deficiencies described in the
accompanying schedule of findings and questioned costs to be material weaknesses.

The County'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 County's
response and, accordingly, we express no opinion on it.

-10 -



SCHEDULES OF EXPENDITURES OF FEDERAL AWARDS AND SELECTED
PENNSYLVANIA DEPARTMENT OF PuBLic WELFARE ASSISTANCE

We have audited the financial statements of the governmental activities, the business-type
activities, the discretely presented component units, each major fund and the aggregate
remaining fund information of the County as of and for the year ended December 31, 2007,
which collectively comprise the County’s basic financial statements, and have issued our
report thereon dated June 16, 2008. Our audit was performed for the purpose of forming an
opinion on the financial statements that collectively comprise the County's basic financial
statements. The accompanying Schedules of Expenditures of Federal Awards and Selected
Commonwealth of Pennsylvania, Department of Public Welfare Assistance are presented
for purposes of additional analysis as required by OMB Circular A-133 and the
Commonwealth of Pennsylvania, Department of Public Welfare, and are not a required part
of the basic financial statements. Such information 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 Board of Commissioners,
management, others within the organization and 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.

-

State College, Pennsylvania
August 14, 2008
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COUNTY OF CENTRE, PENNSYLVANIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2007

A. SUMMARY OF AuDIT RESULTS

Financial Statements

Type of auditors’ report issued. UNQUALIFIED
Internal control over financial reporting:

Material weakness(es) identified? yes X no

Significant deficiency(ies) identified that are

not considered to be material weaknesses? X yes none reported
Noncompliance material to financial

statements noted? yes X no

Federal Awards

Internal control over major programs:

Material weakness(es) identified? yes X no
Significant deficiency(ies) identified that are
not considered to be material weaknesses? X  yes none reported

Type of auditors’ report issued on
compliance for major programs: UNQUALIFIED

Any audit findings disclosed that are
required to be reported in accordance with
Section 510(a) of Circular A-1337? X yes no

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
14.228 Community Development Block
Grant/State’s Program
93.778 Medical Assistance Program
93.959 Prevention And Treatment Of Substance
Abuse
Dollar threshold used to distinguish
between Type A and Type B programs: $344,192
Auditee qualified as low-risk auditee? X yes no

-12 -



COUNTY OF CENTRE, PENNSYLVANIA

SCHEDULE OFf FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2007

B. FINDINGS - FINANCIAL STATEMENTS AUDIT

See finding 07-4 in Section C;

statements.

C. FINDINGS AND QUESTIONED

this matter is also considered a finding for the financial

CosTs - MAJOR FEDERAL AWARD PROGRAM AUDIT

07-1 U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT PASSED THROUGH THE
PENNSYLVANIA DEPARTMENT OF CoMMUNITY AND EcONOMIC DEVELOPMENT

CFDA #14.228 CoMMUNITY DEVELOPMENT BLOCK GRANTS/STATE’S PROGRAM

CRITERIA:

CONDITION:

CONTEXT:

CAUSE:

EFFECT:

RECOMMENDATION:

MANAGEMENT RESPONSE:

RESOLUTION:

Federal awards may specify a time period during which a
non-Federal entity may use Federal funds. In this case,
the period of availability was 06/05/02 through 06/06/05.
Each award has an additional two years for finalization of
the paperwork for the grants.

Expenditures were made outside of the period of
availability.

Six out of twenty-five expenditures examined were made
outside the period of availability.

County management was not aware of the limitation of
the period of availability of three years for the five year
grant period.

The expenditures were not spent within the period of
availability.

We recommend that the County get extensions for
projects that will be in progress longer than the period of
availability.

Management concurs with this finding.

Management received extensions for the grant with
funds that were used outside of the period of availability
and will implement a process fo receive extensions for
grants with projects that are not going to be completed
by the end of the period of availability.
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County OF CENTRE, PENNSYLVANIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2007

07-2 U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT PASSED THROUGH THE
PENNSYLVANIA DEPARTMENT OF COMMUNITY AND ECONOMIC DEVELOPMENT

CFDA#14.228 CommuNITY DEVELOPMENT BLOCK GRANTS/STATE’S PROGRAM

CRITERIA: The Pennsylvania Department of Community and
Economic Development (DCED) requires reports to be
filed on an annual and semi-annual basis. These reports
are due 15-30 days after the reporting period, which is
established by the Pennsylvania DCED.

CONDITION: Reports were not timely filed.

CONTEXT: None of the required reports were timely filed during
2007.

CAUSE: County management was not aware of the filing

requirements due to being excluded from an email to
recipients of the grant funding by the Pennsylvania
DCED.

EFFECT: The reports were not completed by the due date
specified by the Pennsylvania DCED.

RECOMMENDATION: We recommend that management implement controls
that would remind the responsible personnel as due
dates approach based on requirements of the current
year. If an email regarding the filing requirements is not
received from the state, county personnel should inquire
about the reporting requirements from the state.

MANAGEMENT RESPONSE: Management concurs with this finding.

RESOLUTION: Management completed the reports and submitted the
items to the Pennsylvania DCED.
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COUNTY OF CENTRE, PENNSYLVANIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2007

07-3 PENNSYLVANIA DEPARTMENT OF PuBLIC WELFARE HOMELESS ASSISTANCE PROGRAM

CRITERIA:

CONDITION:

CONTEXT:

CAUSE:
EFFECT:

RECOMMENDATION:

MANAGEMENT RESPONSE:

RESCLUTION:

OMB Circular A-87 states that charges to Federal
funding streams whether treated as direct or indirect
costs should be based on payrolis documented in
accordance with the generally accepted practice of the
governmental unit as approved by reasonable official(s)
of the governmental unit. The Pennsylvania DPW
requires the same documentation as the federal
government.

Payroll is not allocated in accordance with A-87.

There is no payroll documentation for the amounts
charged to the program. Estimates were developed but
not consistently applied.

County management was not aware of the requirement.

Payroll may not be properly allocated to the program.

We recommend that the County document payroll
charges in accordance with A-87.

Management concurs with this finding.

Management began allocating its payroll charges in
accordance with A-87.
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COUNTY OF CENTRE, PENNSYLVANIA

ScHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2007

07-4 PENNSYLVANIA DEPARTMENT OF PuBLIC WELFARE HOMELESS ASSISTANCE PROGRAM

CRITERIA:

CONDITION:

CONTEXT:

CAUSE:

EFFECT:

RECOMMENDATION:

MANAGEMENT RESPONSE:

RESOLUTION:

Revenues should be recognized in accordance with
generally accepted accounting principles.

Current year revenues were not matched to the

expenditures for the grant.

Revenues may not be recognized in the correct
accounting period and deferred revenue may be
improperly recorded on the balance sheet.

Adjustments to expenditures were not provided to the
controller's  office, resulting in improper revenue
recognition.

Potential overstatement or understatement of revenue.

We recommend that the County reconcile revenue to
expenditures on a minimum of a quarterly basis.

Management concurs with this finding.

Management will reconcile revenue with expenditures for
the grant.
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COUNTY OF CENTRE, PENNSYLVANIA

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2007

See current year finding 07-1; this matter was also listed as a finding in the 2006 Single
Audit.
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