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Grant Parks State Auditor

Laura Kearney Chief Deputy

August 5, 2026
2025-002

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 Government Code section 8543 et seq., the California State Auditor (State
Auditor) presents this audit report addressing the review of the State of California’s internal
controls and compliance with federal laws and regulations for the year ended June 30, 2025.
The State Auditor contracted with CliftonLarsonAllen LLP (CLA) to perform this audit for
fiscal year 2024—25.

This report concludes that the State did not materially comply with certain requirements

for one of the 13 federal programs or clusters of programs (federal programs) CLA audited.
Additionally, although CLA concluded that the State materially complied with requirements for
the remaining federal programs it audited, the State continues to experience certain deficiencies
in its accounting and administrative practices that affect its internal controls over compliance
with federal requirements. Deficiencies in the State’s internal control system could adversely
affect its ability to administer federal programs in compliance with applicable requirements.

Respectfully submitted,
o i i

LINUS LI CPA

Deputy State Auditor

621 Capitol Mall, Suite 1200 | Sacramento, CA 95814 | 916.445.0255 | www.auditor.ca.gov
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INDEPENDENT AUDITORS’ REPORT ON THE SCHEDULE OF EXPENDITURES OF
FEDERAL AWARDS REQUIRED BY THE UNIFORM GUIDANCE

Governor and the Legislature
State of California

Report on the Audit of the Schedule of Expenditures of Federal Awards

Opinion

We have audited the Schedule of Expenditures of Federal Awards of the State of California (State) for
the fiscal year ended June 30, 2025, and the related notes (the Schedule).

In our opinion, the accompanying schedule of expenditures of federal awards presents fairly, in all
material respects, the expenditures of federal awards of the State for the fiscal year ended June 30,
2025, in accordance with the cash basis of accounting as described in Note 2 to the Schedule.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS); the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States (Government Auditing Standards);
and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Our responsibilities under those standards and the Uniform Guidance are further described
in the Auditors’ Responsibilities for the Audit of the Schedule section of our report.

We are required to be independent of the State, and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our qualified opinion.

Emphasis of Matters
Basis of Accounting

We draw attention to Note 2 to the Schedule, which describes the basis of accounting. The Schedule is
prepared on the cash basis of accounting, which is a basis of accounting other than accounting
principles generally accepted in the United States of America. Our opinion is not modified with respect
to this matter.

CLAglobal.com/disclaimer
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Federal Awards Not Included in the Schedule

As described in Note 1 to the Schedule, the State of California’s basic financial statements include the
operations of the University of California system, a component unit of the State of California; the
California State University system; the California State Water Resources Control Board Water Pollution
Control Revolving Fund; the California State Water Resources Control Board Safe Drinking Water State
Revolving Fund; and the California Housing Finance Fund of the California Housing Finance Agency, a
component unit of the State of California, which reported $7.6 billion, $2.6 billion, $146.1 million, $166.1
million, and $7.9 million, respectively, in federal awards, which are not included in the Schedule for the
fiscal year ended June 30, 2025. Our audit, described above, did not include the federal awards of the
University of California system, the California State University system, the California State Water
Resources Control Board Water Pollution Control Revolving Fund, the California State Water
Resources Control Board Safe Drinking Water State Revolving Fund, and the California Housing
Finance Fund of the California Housing Finance Agency because these entities engaged other auditors
to perform an audit in accordance with the Uniform Guidance. Our opinion is not modified with respect
to this matter.

Responsibilities of Management for the Schedule

Management is responsible for the preparation and fair presentation of the Schedule in accordance
with the cash basis of accounting described in Note 2; this includes determining that the cash basis of
accounting is an acceptable basis for presentation of the Schedule in the circumstances. Management
is also responsible for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of the Schedule that is free from material misstatement, whether due
to fraud or error.

Auditors’ Responsibilities for the Audit of the Schedule

Our objectives are to obtain reasonable assurance about whether the Schedule as a whole is free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS, Government Auditing
Standards, and the Uniform Guidance will always detect a material misstatement when it exists. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based
on the Schedule.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we

o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ lIdentify and assess the risks of material misstatement of the Schedule, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the
Schedule.
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e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the State’s internal control. Accordingly, no such opinion is
expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
Schedule.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
July 31, 2026, on our consideration of the State’s internal control over financial reporting of the
Schedule 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 solely to describe the scope of our
testing of internal control over financial reporting and compliance of the Schedule, and the results of
that testing, and not to provide an opinion on the effectiveness of the State’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the State’s internal control over financial reporting
and compliance of the Schedule.

WM%% L7

CliftonLarsonAllen LLP

Sacramento, California
July 31, 2026
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND REPORT ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Governor and the Legislature
State of California

We have audited, in accordance with the 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, and Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principals and Audit Requirements for Federal
Awards (Uniform Guidance), the Schedule of Expenditures of Federal Awards of the State of California
(State), for the year ended June 30, 2025, and the related notes to the Schedule of Expenditures of
Federal Awards (the Schedule), and have issued our report thereon dated July 31, 2026.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the Schedule, we considered the State’s internal control over
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the Schedule, but not for the purpose of
expressing an opinion on the effectiveness of State of California’s internal control. Accordingly, we do
not express an opinion on the effectiveness of State of California’s internal control.

A deficiency in internal control 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 and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that were not identified.

We identified certain deficiencies in internal control, described in the accompanying schedule of
findings and questioned costs as item 2025-001, that we consider to be a material weakness.

CLAglobal.com/disclaimer
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether State of California’s financial statements are
free from 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 financial statements. 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.

State of California’s Response to the Finding

Government Auditing Standards requires the auditor to perform limited procedures on the State of
California’s response to the finding identified in our audit and described in the accompanying schedule
of findings and questioned costs. The State of California’s response was not subjected to the other
auditing procedures applied in the audit of the Schedule and, accordingly, we express no opinion on the
response.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

WM%% L7

CliftonLarsonAllen LLP

Sacramento, California
July 31, 2026
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
THE UNIFORM GUIDANCE

Governor and the Legislature
State of California

Report on Compliance for Each Major Federal Program
Qualified and Unmodified Opinions

We have audited the State of California’s (State) compliance with the types of compliance requirements
identified as subject to audit in the OMB Compliance Supplement that could have a direct and material
effect on each of the State’s major federal programs for the year ended June 30, 2025. The State’s
major federal programs are identified in the summary of auditors’ results section of the accompanying
schedule of findings and questioned costs.

Qualified Opinion on the Child Care Development Cluster Program

In our opinion, except for the noncompliance described in the Basis for Qualified and Unmodified
Opinions section of our report, the State complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on the Child Care
Development Cluster program for the year ended June 30, 2025.

Unmodified Opinion on Each of the Other Major Federal Programs

In our opinion, the State of California complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its other major
federal programs identified in the summary of auditors’ results section of the accompanying schedule of
findings and questioned costs for the year ended June 30, 2025.

Basis for Qualified and Unmodified Opinions

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States; and the audit requirements
of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under
those standards and the Uniform Guidance are further described in the Auditors’ Responsibilities for the
Audit of Compliance section of our report.

CLAglobal.com/disclaimer
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We are required to be independent of the State and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our qualified and unmodified
opinions on compliance for each major federal program. Our audit does not provide a legal
determination of the State’s compliance with the compliance requirements referred to above.

Matter(s) Giving Rise to Qualified Opinion on Certain Major Federal Programs

As described in the table below and in accompanying schedule of findings and questioned costs, the
State did not comply with requirements regarding the following:

Finding Assistance Federal Program Compliance State Administering
Number(s) Listing Name or Cluster Requirement(s) Department
Number(s)
Child Care and California
2025-015 93.575, 93.596 Development Block Reporting Department of Social
Grant (CCDF) Services

Compliance with such requirements is necessary, in our opinion, for State of California to comply with
the requirements applicable to that program.

Other Matter — Federal Expenditures Not included in the Compliance Audit

As described in Note 1 to the Schedule of Expenditures of Federal Awards (Schedule), the State of
California’s basic financial statements include the operations of the University of California system, a
component unit of the State of California; the California State University system; the California State
Water Resources Control Board Water Pollution Control Revolving Fund; the California State Water
Resources Control Board Safe Drinking Water State Revolving Fund; and the California Housing
Finance Fund of the California Housing Finance Agency, a component unit of the State of California,
which reported $7.6 billion, $2.6 billion, $146.1 million, $166.1 million, and $7.9 million, respectively, in
federal awards, which are not included in the Schedule for the fiscal year ended June 30, 2025. Our
compliance audit, described in the Opinion on Each Major Federal Program, does not include the
operations of The University of California system, a component unit of the State, the California State
University system, the State Water Resources Control Board Water Pollution Control Revolving Fund,
the State Water Resources Control Board Safe Drinking Water State Revolving Fund, and the
California Housing Finance Fund of the California Housing Finance Agency because these entities
engaged other auditors to perform an audit in accordance with the Uniform Guidance.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules and provisions of contracts or grant agreements applicable to the
State’s federal programs.
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Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the State’s compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will always detect
material noncompliance when it exists. The risk of not detecting material noncompliance resulting from
fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material if there is a substantial likelihood that, individually
or in the aggregate, it would influence the judgment made by a reasonable user of the report on
compliance about the State’s compliance with the requirements of each major federal program as
a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the State’s compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

e Obtain an understanding of the State’s internal control over compliance relevant to the audit in
order to design audit procedures that are appropriate in the circumstances and to test and
report on internal control over compliance in accordance with the Uniform Guidance, but not for
the purpose of expressing an opinion on the effectiveness of the State’s internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.

Other Matters

The results of our auditing procedures disclosed other instances of noncompliance which are required
to be reported in accordance with the Uniform Guidance and which are described in the accompanying
schedule of findings and questioned costs as items 2025-002 through 2025-014, 2025-016 through
2025-023, 2025-025, and 2025-026. Our opinion on each major federal program is not modified with
respect to these matters.

Government Auditing Standards require the auditor to perform limited procedures on the State’s
response to the noncompliance findings identified in our compliance audit described in the
accompanying schedule of findings and questioned costs. The State’s response was not subjected to
the other auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.
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Report on Internal Control Over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the
Auditors’ Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance and therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as discussed below, we did identify certain
deficiencies in internal control over compliance that we consider to be material weaknesses and
significant deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance requirement
of a federal program will not be prevented, or detected and corrected, on a timely basis. We consider
the deficiencies in internal control over compliance described in the accompanying schedule of findings
and questioned costs as items 2025-005, 2025-008, 2025-010 and 2025-015 to be material
weaknesses.

A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance. We consider the deficiencies in internal
control over compliance described in the accompanying schedule of findings and questioned costs as
items 2025-002, 2025-003, 2025-004, 2025-006, 2025-007, 2025-009, 2025-011, 2025-012, 2025-013,
2025-014, 2025-016, 2025-017, 2025-018, 2025-019, 2025-020, 2025-021, 2025-022, 2025-023, 2025-
024, 2025-025, and 2025-026 to be significant deficiencies.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

Government Auditing Standards requires the auditor to perform limited procedures on the State’s
response to internal control over compliance findings identified in our audit described in the
accompanying schedule of findings and questioned costs. The State’s response was not subjected to
the other auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

WM%% L7

CliftonLarsonAllen LLP

Sacramento, California
July 31, 2026
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STATE OF CALIFORNIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FISCAL YEAR ENDED JUNE 30, 2025

Section | — Summary of Auditors’ Results

Financial Statements

Issued under a separate cover. Refer to California State Auditor's 2025-001.1 report titled State of
California: Internal Control and Compliance Audit Report for the Fiscal Year Ended June 30, 2025.

Schedule of Expenditures of Federal Awards (Schedule)
1. Type of report the auditor issued on
whether the Schedule audited was
prepared in accordance with the cash
basis of accounting: Unmodified

2. Internal control over financial reporting:

e Material weakness(es) identified? X yes no

¢ Significant deficiency(ies) identified? yes X no

3. Noncompliance material to the
Schedule noted? yes X no

Federal Awards
1. Internal control over major federal programs:

o Material weakness(es) identified? X yes no

o Significant deficiency(ies) identified? X yes no

2. Type of auditor’s report issued on
compliance for major federal programs: Refer to the tables that follow.

Qualified Opinion

Assistance
Listing
Number Federal Program Name or Cluster
CCDF Cluster:
93.489 Child Care Disaster Relief
93.575 Child Care and Development Block Grant
93.596 Child Care Mandatory and Matching Funds of the Child Care and
Development Fund
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STATE OF CALIFORNIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FISCAL YEAR ENDED JUNE 30, 2025

Section | — Summary of Auditors’ Results (Continued)

Federal Awards (Continued)

Unmodified Opinion

Assistance
Listing
Number Federal Program Name or Cluster
Child Nutrition Cluster:
10.553 School Breakfast Program
10.555 National School Lunch Program
10.556 Special Milk Program for Children
10.559 Summer Food Service Program for Children
10.582 Fresh Fruit and Vegetable Program
10.558 Child and Adult Care Food Program
10.646 Summer Electronic Benefit Transfer Program for Children
17.225 Unemployment Insurance
84.010 Title 1 Grants to Local Educational Agencies
Aging Cluster:
93.044 Special Programs for the Aging, Title Ill, Part B, Grants for Supportive
Services and Senior Centers
93.045 Special Programs for the Aging, Title Ill, Part C, Nutrition Services
93.053 Nutrition Services Incentive Program
93.323 Epidemiology and Laboratory Capacity for Infectious Diseases (ELC)
93.658 Foster Care
93.659 Adoption Assistance
93.667 Social Services Block Grant
Medicaid Cluster:
93.775 State Medicaid Fraud Control Units
93.777 State Survey and Certification of Health Care Providers and Suppliers
(Title XVIIl) Medicare
93.778 Medical Assistance Program
97.036 Disaster Grants- Public Assistance

3. Any audit findings disclosed that are
required to be reported in accordance
with 2 CFR 200.516(a)? X yes no




CALIFORNIA STATE AUDITOR
Report 2025-002 | August 2026 | Page 13

STATE OF CALIFORNIA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

FISCAL YEAR ENDED JUNE 30, 2025

Section | - Summary of Auditors’ Results (Continued)

Federal Awards (Continued)

Identification of Major Federal Programs

Assistance
Listing
Number Federal Program Name or Cluster
Child Nutrition Cluster:
10.553 School Breakfast Program
10.555 National School Lunch Program
10.556 Special Milk Program for Children
10.559 Summer Food Service Program for Children
10.582 Fresh Fruit and Vegetable Program
10.558 Child and Adult Care Food Program
10.646 Summer Electronic Benefit Transfer Program for Children
17.225 Unemployment Insurance
84.010 Title 1 Grants to Local Educational Agencies
Aging Cluster:
93.044 Special Programs for the Aging, Title Ill, Part B, Grants for Supportive
Services and Senior Centers
93.045 Special Programs for the Aging, Title Ill, Part C, Nutrition Services
93.053 Nutrition Services Incentive Program
93.323 Epidemiology and Laboratory Capacity for Infectious Diseases (ELC)
CCDF Cluster:
93.489 Child Care Disaster Relief
93.575 Child Care and Development Block Grant
93.596 Child Care Mandatory and Matching Funds of the Child Care and
Development Fund
93.658 Foster Care
93.659 Adoption Assistance
93.667 Social Services Block Grant
Medicaid Cluster:
93.775 State Medicaid Fraud Control Units
93.777 State Survey and Certification of Health Care Providers and Suppliers
(Title XVIII) Medicare
93.778 Medical Assistance Program
97.036 Disaster Grants- Public Assistance
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STATE OF CALIFORNIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
FISCAL YEAR ENDED JUNE 30, 2025

Section | — Summary of Auditors’ Results (Continued)

Federal Awards (Continued)

Dollar threshold used to distinguish between
Type A and Type B programs: $264,217,807

Auditee qualified as low-risk auditee? yes X no
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STATE OF CALIFORNIA
SCHEDULE OF EXPENDITURE OF FEDERAL AWARDS FINDINGS
YEAR ENDED JUNE 30, 2025

2025-001 Preparation of the Schedule of Expenditures of Federal Awards

Criteria or specific requirement:

Title 2 — Grants and Agreements

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements

Chapter Il — Office of Management and Budget Guidance

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards

Subpart D — Post Federal Award Requirements. Standards for Financial and Program
Management

§200.303 Internal controls (2 CFR 200.303):

The non-Federal entity must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Title 2 — Grants and Agreements

Subtitle A — Office of Management and Budget Guidance for Grants and Agreement

Chapter Il — Office of Management and Budget Guidance

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards

Subpart F — Audit Requirements

§200.510 Financial statements (2 CFR 200.510):

(b) Schedule of expenditures of Federal awards. The auditee must also prepare a schedule of
expenditures of Federal awards for the period covered by the auditee’s financial statements
which must include the total Federal awards expended as determined in accordance with
§200.502 Basis for determining Federal awards expended. While not required, the auditee may
choose to provide information requested by Federal awarding agencies and pass-through
entities to make the schedule easier to use. For example, when a Federal program has multiple
Federal award years, the auditee may list the amount of Federal awards expended for each
Federal award year separately. At a minimum, the schedule must:

(3) Provide total Federal awards expended for each individual Federal program and the
Assistance Listings Number or other identifying number when the Assistance Listings
information is not available. For a cluster of programs also provide the total for the cluster.
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STATE OF CALIFORNIA
SCHEDULE OF EXPENDITURE OF FEDERAL AWARDS FINDINGS
YEAR ENDED JUNE 30, 2025

Condition: The State of California (State) has a decentralized financial reporting process, which
requires State agencies and departments to provide specific financial information to the
Department of Finance (Finance) in order to annually compile the Schedule of Expenditures of
Federal Awards (Schedule). In its effort to more efficiently and accurately prepare the Schedule
in accordance with the requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance), Finance developed the Single Audit Expenditures Reporting
Database (Database). Finance developed the Database to include all of the relevant data fields
necessary to compile and produce the Schedule. Finance also created a Single Audit Database
User Manual to provide specific guidance to users for accessing and navigating through the
database.

The State of California did not prepare the Schedule of Expenditures of Federal Awards (SEFA)
in accordance with Uniform Guidance requirements for the fiscal year ended June 30, 2025.
Specifically, the State incorrectly included a program administered by the California Department
of Veterans Affairs (CalVet) totaling $260 million on the SEFA even though the program did not
meet the requirements for inclusion as Federal awards expended. In addition, the California
Department of Social Services (CDSS) reported non-cash assistance totaling $117 million that
did not meet the reporting requirements and misclassified approximately $668 million of
expenditures between four Federal programs, resulting in expenditures being reported
under the incorrect Assistance Listing. As a result of these errors, the SEFA was materially
misstated and required adjustment to accurately report Federal awards expended by program in
accordance with Uniform Guidance requirements

Context: See “Condition.”

Cause: The condition occurred because the State’s controls over the preparation, review,
and validation of the SEFA were not designed or operating with sufficient precision to ensure
that Federal awards expended were reported accurately, completely, and in accordance
with Uniform Guidance. Specifically, the SEFA preparation process did not include an
effective centralized review to verify whether programs met the criteria for inclusion, whether
non-cash assistance was identified and classified consistently with applicable reporting
requirements, and whether expenditures were reported under the correct Federal program and
Assistance Listing number. Additionally, departmental-level reviews did not detect errors in
the classification of non-cash assistance and program expenditures before the SEFA was
submitted for audit.

Effect: Errors in the SEFA reduce the reliability of the schedule as the basis for planning and
performing the Single Audit, including the determination of major programs and the assessment
of Federal awards expended by program. Inclusion of a program that did not meet the
requirements for reporting, misclassification of approximately $668 million between
Federal programs, and inaccurate reporting of non-cash assistance could result in
improper major program determination, incomplete or inaccurate Federal program
reporting, and reduced transparency for Federal awarding agencies, pass-through entities,
oversight bodies, and other users of the Single Audit reporting package. These errors also
increase the risk that similar reporting inaccuracies could occur in future periods and not be
detected timely.
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Recommendation: We recommend that the State strengthen its controls over the preparation
and review of the SEFA to ensure Federal awards expended are reported accurately and in
accordance with 2 CFR Part 200. Such procedures should include, at a minimum, a
documented review of all programs proposed for SEFA inclusion to verify that each program
meets the requirements for reporting; a reconciliation of reported expenditures, including non-
cash assistance, to supporting accounting records and other source documentation; a review of
program classifications and Assistance Listing numbers to ensure expenditures are reported
under the correct Federal program or cluster; and a formal supervisory or centralized review of
department-submitted SEFA information prior to finalization.

We further recommend that the State provide targeted training to departments responsible for
preparing SEFA reporting information, including specific guidance on reporting non-cash
assistance, program classification, and documentation requirements. The State should also
require departments to retain sufficient support for significant SEFA reporting judgments,
including the basis for including or excluding programs, the valuation and classification of non-
cash assistance, and the allocation of expenditures among Federal programs.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.

Response to views of responsible officials: We acknowledge CDSS’s response and the
subsequent corrections made to the SEFA. However, the finding is based on the SEFA as
originally prepared and submitted for audit. Expenditures reported under incorrect Assistance
Listing numbers and the reporting of $117 million in non-cash assistance that did not meet
SEFA reporting requirements required adjustment to accurately report Federal awards
expended by program.

While the errors were subsequently corrected, those corrections do not change the condition
that existed when the SEFA was prepared and submitted. The nature and magnitude of the
adjustments indicate that SEFA preparation and review controls did not operate with sufficient
precision to detect and correct reporting errors before submission.

Accordingly, we continue to conclude that the finding is valid as presented. Enhanced review
procedures, documented reconciliations, and strengthened departmental guidance are
necessary to reduce the risk of similar reporting errors in future periods.
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Department of Agriculture

2025-002 Reporting

Federal Agency: U.S. Department of Agriculture

Federal Program Title: Child Nutrition Cluster (CNC)

State Administering Department: California Department of Education

ALN: 10.553, 10.555, 10.556, 10.559, 10.582

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 247CACA3N1199; October 1, 2023 — September 30, 2024
Statistically Valid Sample: No, and not intended to be a statistically valid sample

Type of Finding: Significant Deficiency in Internal Control over Compliance

and Noncompliance
Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

§ 200.302 — Financial management

(b) The recipient's and subrecipient's financial management system must provide for the
following:

(2) Accurate, current, and complete disclosure of the financial results of each Federal award or
program in accordance with the reporting requirements in §§ 200.328 and 200.329.

(3) Maintaining records that sufficiently identify the amount, source, and expenditure of Federal
funds for Federal awards. These records must contain information necessary to identify Federal
awards, authorizations, financial obligations, unobligated balances, as well as assets,
expenditures, income, and interest. All records must be supported by source documentation.
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Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements

Chapter | — Office of Management and Budget Government-Wide Guidance for Federal
Financial Assistance

Part 170 — Reporting Subaward and Executive Compensation Information

Subpart A — General

§ 170.105 Applicability

(a) Applicability in general. This part applies to a Federal agency’s Federal financial assistance
as defined in § 170.300. This part applies to all recipients and subrecipients of Federal awards
who meet the reporting requirements of paragraph (c) of this section, unless exempt under
Federal statute or by paragraph (d) of this section.

Appendix A to Part 170—Award Term

I. Reporting Subawards and Executive Compensation

(a) Reporting of first-tier subawards —

(1) Applicability. Unless the recipient is exempt as provided in paragraph (d) of this award term,
the recipient must report each subaward that equals or exceeds $30,000 in Federal funds for a
subaward to an entity or Federal agency. The recipient must also report a subaward if a
modification increases the Federal funding to an amount that equals or exceeds $30,000. All
reported subawards should reflect the total amount of the subaward.

(2) Reporting Requirements.

(i) The recipient must report each subaward described in paragraph (a)(1) of this award term to
the Federal Funding Accountability and Transparency Act (FFATA) subaward reporting
functionality (formerly FSRS and now reported through SAM.gov) at http://www.fsrs.gov.

(i) For subaward information, report no later than the end of the month following the month in
which the subaward was issued.

(c) Reporting of total compensation of subrecipient executives —

(1) Applicability. Unless a first-tier subrecipient is exempt as provided in paragraph (d) of this
appendix, the recipient must report the executive total compensation of each of the
subrecipient's five most highly compensated executives for the subrecipient's preceding
completed fiscal year, if:

(i) The total Federal funding authorized to date under the subaward equals or exceeds $30,000;
(i) In the subrecipient's preceding fiscal year, the subrecipient received:

(A) 80 percent or more of its annual gross revenues from Federal procurement contracts (and
subcontracts) and Federal awards (and subawards) subject to the Transparency Act; and,

(B) $25,000,000 or more in annual gross revenues from Federal procurement contracts (and
subcontracts), and Federal awards (and subawards) subject to the Transparency Act; and

(iii) The public does not have access to information about the compensation of the executives
through periodic reports filed under section 13(a) or 15(d) of the Securities Exchange Act of
1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of the Internal Revenue Code of 1986 after
receiving this subaward. (To determine if the public has access to the compensation
information, see the U.S. Security and Exchange Commission total compensation filings at
http://www.sec.gov/answers/execomp.htm.)
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(2) Reporting Requirements. Subrecipients must report to the recipient their executive total
compensation described in paragraph (c)(1) of this appendix. The recipient is required to submit
this information to the Federal Funding Accountability and Transparency Act (FFATA) subaward
reporting functionality (formerly FSRS and now reported through SAM.gov) at
http://www.fsrs.gov no later than the end of the month following the month in which the
subaward was made.

As of March 2025, this functionality has been migrated to SAM.gov, which now serves as the
system of record for FFATA subaward reporting.

Condition: Audit procedures included testing FFATA reporting submissions for 40 subrecipients
to evaluate compliance with federal reporting requirements and the design and implementation
of internal controls over the FFATA reporting process. Our testing identified that FFATA reports
for 40 of the 40 subrecipients were not submitted within the required reporting timeframe.
Although the reports were ultimately submitted and the information reported was complete and
accurate, the submissions were delayed following the federal government's transition from the
FFATA Subaward Reporting System (FSRS.gov) to the SAM.gov Subaward Reporting platform.
The transition eliminated the bulk upload functionality previously used by the Department,
significantly increasing the manual effort required to complete FFATA reporting while the
Department worked to implement the new reporting process.

Questioned costs: None
Context: See “Condition.”

Cause: During fiscal year 2024-25, the U.S. General Services Administration (GSA) transitioned
FFATA reporting from FSRS.gov to the SAM.gov Subaward Reporting system. As part of this
transition, the bulk upload functionality previously utilized by the Department was not initially
available in the new system, significantly increasing the resources needed to prepare and
submit FFATA reports. The increased reporting burden, coupled with staffing constraints and
technical challenges encountered during implementation of the new reporting platform,
contributed to delays in submitting FFATA reports within federally required timeframes.

Effect: As a result of the elimination of the bulk upload process, staffing limitations, and
implementation challenges associated with the federal reporting system transition, FFATA
reports for 40 of 40 subrecipients were not submitted within the federally required reporting
deadlines, resulting in noncompliance with FFATA reporting requirements. However, all required
reports were ultimately submitted and contained complete and accurate information.

Repeat finding: No
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Recommendation: The Department should evaluate staffing and resource needs associated
with FFATA reporting and establish contingency procedures to address significant changes in
federal reporting processes. Management should continue to monitor federal system changes,
document implementation challenges, and maintain communication with federal agencies when
external system limitations affect reporting timeliness. Additionally, the Department should
identify and implement process improvements, including available automated reporting solutions
and workarounds, to mitigate the impact of future system changes and help ensure FFATA
reports are submitted within required timeframes.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.



CALIFORNIA STATE AUDITOR
Report 2025-002 | August 2026 | Page 23

STATE OF CALIFORNIA
SCHEDULE OF FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2025

2025-003 Reporting

Federal Agency: U.S. Department of Agriculture

Federal Program Title: Summer Electronic Benefit Transfer Program for Children

State Administering Department: California Department of Social Services (CDSS)

ALN: 10.646

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 257CDSS7N1175; October 1, 2024 - September 30, 2025
257CDSS6N1803; October 1, 2024 - September 30, 2025

Statistically Valid Sample: No, and not intended to be a statistically valid sample

Type of Finding: Significant Deficiency in Internal Control over Compliance

and Noncompliance
Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

§ 200.302 - Financial management

(b) The recipient's and subrecipient's financial management system must provide for the
following:

(2) Accurate, current, and complete disclosure of the financial results of each Federal award or
program in accordance with the reporting requirements in §§ 200.328 and 200.329.

§200.328 Financial reporting

(c) The recipient or subrecipient must submit financial reports as required by the Federal award.
Reports submitted annually by the recipient or subrecipient must be due no later than 90
calendar days after the reporting period. Reports submitted quarterly or semiannually must be
due no later than 30 calendar days after the reporting period.

(d) The final financial report submitted by the recipient must be due no later than 120 calendar
days after the conclusion of the period of performance. A subrecipient must submit a final
financial report to a pass-through entity no later than 90 calendar days after the conclusion of
the period of performance.
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Title 7 — Agriculture

Subtitle B - Regulations of the Department of Agriculture

Chapter Il - Food and Nutrition Service, Department of Agriculture

Subchapter C - Supplemental Nutrition Assistance and Food Distribution Program

Part 274 — Issuance and Use of Program Benefits

§ 274 .1 Issuance system approval standards

(a) Basic issuance requirements. State agencies shall establish issuance and accountability
systems which ensure that only certified eligible households receive benefits; that Program
benefits are timely distributed in the correct amounts; and that benefit issuance and
reconciliation activities are properly conducted and accurately reported to FNS.

§ 274.4 Reconciliation and reporting

(c) Required reports. The State agency shall review and submit the following reports to FNS on
a monthly basis:

(1) Form FNS-46, Issuance Reconciliation Report, shall be submitted by each State agency
operating an issuance system. The report shall be prepared at the level of the State agency
where the actual reconciliation of posted benefits and the master issuance file occurs.

(i) The State agency shall identify and report the number and value of all issuances which do
not reconcile with the master issuance file. All unreconciled issuances shall be identified as
specified on this reporting document.

(i) The report shall be received by FNS no later than 90 days following the end of the report
month.

Condition: Audit procedures included a review of 3 FNS-46 reports selected from a population
of 12 reports submitted during the audit period to determine whether reports were filed in
accordance with federal reporting deadlines. Of the 3 reports tested, 2 were not submitted within
the required timeframe. Specifically, the reports were submitted 23 and 38 days after the
applicable federal due dates. As a result, the Department did not consistently comply with
federal reporting requirements for timely submission of FNS-46 reports.

Questioned costs: None
Context: See “Condition.”

Cause: The Department did not maintain sufficiently precise internal controls to ensure FNS-46
reports were prepared, reviewed, and submitted in accordance with federally established
reporting deadlines. Specifically, monitoring and supervisory review procedures were not
designed or operating at a level of precision sufficient to identify and correct delays in report
preparation and submission before the applicable due dates. As a result, late submissions were
not detected and resolved in a timely manner.

Effect: Failure to submit FNS-46 reports in a timely manner delays federal oversight of S-EBT
issuance activity and increases the risk that reconciliation issues, including improper or
unsupported issuances, are not promptly identified and resolved. Continued delays may result
in noncompliance with federal reporting requirements and reduce the usefulness of reported
information for program oversight.
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Repeat finding: No

Recommendation: We recommend that the Department implement controls to ensure timely
submission of FNS-46 reports, including establishing a formal reporting calendar aligned with
the 90-day requirement, assigning clear responsibility for report preparation and review, and
implementing monitoring procedures to track progress and escalate delays. Controls should
operate with sufficient precision to ensure all required reports are completed and submitted
within prescribed deadlines.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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Department of Labor

2025-004 Period of Performance

Federal Agency: U.S. Department of Labor

Federal Program Title: Unemployment Insurance

State Administering Department: Employment Development Department (EDD)
ALN: 17.225

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 23A60UB00053; April 1, 2023 - May 22, 2025

23A60UB000081; April 1, 2023 - May 22, 2025
25A60UDO000072; January 8, 2025 - January 8, 2028

Statistically Valid Sample: No, and not intended to be a statistically valid sample
Type of Finding: Significant Deficiency in Internal Control over Compliance
and Noncompliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Subpart E — Cost Principles

§ 200.403 — Factors affecting allowability of costs

Except where otherwise authorized by statute, costs must meet the following criteria to be
allowable under Federal awards:

(h) Administrative closeout costs may be incurred until the due date of the final report(s). If
incurred, these costs must be liquidated prior to the due date of the final report(s) and charged
to the final budget period of the award unless otherwise specified by the Federal agency. All
other costs must be incurred during the approved budget period. At its discretion, the Federal
agency is authorized to waive prior written approvals to carry forward unobligated balances to
subsequent budget periods. See § 200.308(g)(3).
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Condition: For awards with period of performance start dates occurring during the fiscal year,
audit procedures included testing 40 transactions recorded in the general ledger during the
initial month of the award. Based on these procedures, we identified five instances where a
portion of payroll hours charged to the grant related to services performed prior to the approved
period of performance start date of January 8, 2025. The total amount of payroll costs charged
outside of the period of performance at the beginning of the award was $12,898.

For awards with period of performance end dates occurring during the fiscal year, audit
procedures included testing 40 transactions recorded in the general ledger during the final
month of the award and subsequent to the period of performance end date. Based on these
procedures, we identified 25 instances where a portion of payroll hours charged to the grants
related to services performed after the approved period of performance end date of May 22,
2025. The total amount of payroll costs charged outside of the period of performance at the end
of the award was $12,968.

Questioned costs: $25,866
Context: See “Condition.”

Cause: The condition resulted from controls over payroll cost allocation that were not performed
with sufficient precision to ensure payroll charges were reviewed against authorized award start
and end dates prior to being recorded to Federal awards. As a result, payroll costs incurred
outside of the approved period of performance were not prevented or detected in a timely
manner.

Effect: The Department charged payroll costs to Federal awards outside the approved budget
period, resulting in noncompliance with Federal requirements and a potential overstatement of
allowable Federal expenditures.

Repeat finding: No

Recommendation: We recommend that management strengthen internal controls over payroll
charging to Federal awards by implementing procedures to verify that project service dates fall
within the authorized award dates before costs are charged to the grant. We also recommend
the Department implement supervisory or system-based review controls to identify payroll
charges posted outside the approved budget period and prevent such costs from being charged
to Federal awards. These actions will help ensure payroll costs charged to federal awards are
allowable, reduce the risk of unallowable charges, and improve compliance with Uniform
Guidance.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-005 Reporting

Federal Agency: U.S. Department of Labor

Federal Program Title: Unemployment Insurance

State Administering Department: Employment Development Department (EDD)
ALN: 17.225

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: UI347022055A6; April 1, 2020 — June 30, 2025

UI387882255A6; April 1, 2022 — May 22, 2025
23A60UR000018; January 1, 2023 — September 30, 2025
23A55UD000003; February 27, 2023 — September 30,
2025

23A60UB000081; April 1, 2023 — May 22, 2025
23A55UD000007; April 27, 2023 — April 26, 2026
24A55UT000026; October 1, 2023 — September 30, 2024
24A60UD000027; February 19, 2024 — February 19, 2027
25A55UE000010; July 1, 2024 — December 31, 2025
25A60UD000072; January 8, 2025 — January 8, 2028

Statistically Valid Sample: No, and not intended to be a statistically valid sample
Type of Finding: Material Weakness in Internal Control over Compliance
and Noncompliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).
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§ 200.302 — Financial management

(b) The recipient's and subrecipient's financial management system must provide for the
following:

(2) Accurate, current, and complete disclosure of the financial results of each Federal award or
program in accordance with the reporting requirements in §§ 200.328 and 200.329.

(3) Maintaining records that sufficiently identify the amount, source, and expenditure of Federal
funds for Federal awards. These records must contain information necessary to identify Federal
awards, authorizations, financial obligations, unobligated balances, as well as assets,
expenditures, income, and interest. All records must be supported by source documentation.

Subtitle B — Federal Agency Regulations for Grants and Agreements

Chapter XXIX — Department of Labor

Part 2900 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards

Subpart D — Post Federal Award Requirements

§ 2900.14 — Financial reporting

In addition to the guidance set forth in 2 CFR 200.328, for Federal awards from the Department
of Labor, the DOL awarding agency will prescribe whether the report will be on a cash or an
accrual basis. If the DOL awarding agency requires reporting on an accrual basis and the
recipient's accounting system is not on the accrual basis, the recipient will not be required to
convert its accounting system, but must develop and report such accrual information through
best estimates based on an analysis of the documentation on hand.

ETA-9130 Reporting Requirements

1) Submission of the ETA-9130 is required on a quarterly basis. Reporting quarter end dates
shall correspond to the following calendar quarter end dates: March 31, June 30, September 30,
and December 31. A final quarter ETA-9130 is required at the completion of the quarter,
encompassing the grant award end date, or at the completion of the quarter in which all funds
have been expended, whichever comes first.

2) Quarterly reports, including the final quarter report, are required to be submitted no later than
45 calendar days after the end of each specified reporting period. The reporting due dates are:
May 15, August 15, November 15, and February 15. The deadlines for ETA-9130 submissions
do not change, even in instances when the reporting due date falls on a weekend or holiday.
The e-reporting system is available 24 hours a day, 7 days a week, and reports can be
submitted in advance of the due date.

3) All financial data is required to be reported cumulative from grant inception, through the end
of each reporting period. Expenditure data is required to be reported on an accrual basis.

4) A separate ETA-9130 is required for each program and each fund source (subaccount)
awarded to a grant recipient.

5) All sections of the report must be completed unless otherwise noted in the grant agreement

Condition: Audit procedures included a review of the entire population of Form 9130 reports for
administrative expenses, consisting of 22 reports. Our testing identified that certain reported
amounts did not agree to the underlying general ledger for 12 reports, resulting in a total
variance of $32,843,139.
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Additionally, audit procedures identified that internal controls over reporting were not operating
effectively to ensure the timely and accurate submission of reports. Specifically, six reports were
not submitted by the required due dates, and 12 reports contained inaccuracies at the time of
submission, and controls were not performed with sufficient precision to verify that reported
information was complete and accurate in accordance with federal reporting requirements.

Questioned costs: None
Context: See “Condition.”

Cause: The controls over the preparation and review of Form 9130 reports that were not
performed with sufficient precision to identify and resolve discrepancies between reported
amounts and the underlying general ledger. Specifically, controls were not designed or
operating at a level precise enough to ensure that reported data was accurate, reconciled, and
submitted in a timely manner in accordance with federal requirements. As a result, variances
and reporting errors were not detected or corrected prior to submission.

Effect: The lack of a robust and thorough reconciliation process between Form 9130 reports
and the Administrative Fund (870) general ledger may lead to inaccurate reporting.

Repeat finding: Yes — 2024-003

Recommendation: Management should establish a formal reconciliation process to ensure that
Form 9130 administrative expense reports align with the general ledger. This process should
include assigning responsibility to a designated finance team member for performing and
documenting reconciliations, implementing a monthly reconciliation schedule, and promptly
investigating and resolving any variances with documented approvals. Additionally, financial
reporting policies should be updated to incorporate reconciliation requirements, and staff should
receive training on compliance and reconciliation procedures to strengthen internal controls and
reduce the risk of reporting inaccuracies.

Views of responsible officials: Management’s response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-006 Special Tests and Provisions

Federal Agency: U.S. Department of Labor

Federal Program Title: Unemployment Insurance

State Administering Department: Employment Development Department (EDD)

ALN: 17.225

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 24A55U1000061; October 1, 2023 - December 31, 2026
Statistically Valid Sample: No, and not intended to be a statistically valid sample

Type of Finding: Significant Deficiency in Internal Control over Compliance

and Noncompliance
Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Title 42 — The Public Health and Welfare

Chapter 7 — Social Security

Subchapter Il — Grants to States for Unemployment Compensation Administration

§ 503 — State laws

(g) Recovery of unemployment benefit payments

(1) A State shall deduct from unemployment benefits otherwise payable to an individual an
amount equal to any overpayment made to such individual under an unemployment benefit
program of the United States or of any other State, and not previously recovered. The amount
so deducted shall be paid to the jurisdiction under whose program such overpayment was
made. Any such deduction shall be made only in accordance with the same procedures relating
to notice and opportunity for a hearing as apply to the recovery of overpayments of regular
unemployment compensation paid by such State.

2025 California Code
Unemployment Insurance Code - UIC
Division 1 — Unemployment and Disability Compensation
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Part 1 — Unemployment Compensation
Chapter 5 - Unemployment Compensation Benefits

Article 1 — Eligibility and Disqualifications

Section 1257

An individual is also disqualified for unemployment compensation benefits if:

(a) He or she willfully, for the purpose of obtaining unemployment compensation benefits, either
made a false statement or representation, including, but not limited to, using a false name, false
social security number, or other false identification, with actual knowledge of the falsity thereof,
or withheld a material fact in order to obtain any unemployment compensation benefits under
this division.

Article 4 - Overpayments

Section 1375.1

If the director finds that an individual has been overpaid unemployment compensation benefits
because he or she willfully, for the purpose of obtaining unemployment compensation benefits,
either made a false statement or representation, with actual knowledge of the falsity thereof, or
withheld a material fact, the director shall assess against the individual an amount equal to 30
percent of the overpayment amount. Assessments collected under this section shall be
deposited in the following manner:

(a) For penalty assessments established prior to October 22, 2013, 100 percent of the
overpayment penalty amount in the Benefit Audit Fund.

(b) For penalty assessments established on or after October 22, 2013, as follows:

(1) 50 percent of the overpayment penalty amount in the Unemployment Trust Fund.

(2) 50 percent of the overpayment penalty amount in the Benefit Audit Fund.

Condition: Audit procedures included testing 60 overpayment case files to assess whether
overpayments were properly established and whether penalties were applied in accordance with
program requirements. Based on this testing, we identified one instance of noncompliance in
which an overpayment met the criteria for the assessment of a penalty; however, the
Department did not apply the required 30 percent penalty to the overpayment amount.

Questioned costs: None
Context: See “Condition.”

Cause: The controls over the review and approval of overpayment determinations that were not
performed with sufficient precision to ensure that cases meeting the criteria for penalty
assessment were consistently identified and evaluated. Specifically, controls were not operating
at a level precise enough to verify that overpayment cases involving willful misrepresentation or
omission of material facts were subject to the required review for application of the 30 percent
penalty prior to finalization. As a result, penalties required under program provisions were not
consistently applied.

Effect: As a result of controls not operating with sufficient precision to ensure proper evaluation
of overpayment cases, penalties required under program provisions were not consistently
assessed. This resulted in noncompliance with applicable requirements and increases the risk
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that overpayments may not be fully recovered, thereby reducing program collections and
weakening the Department’s enforcement of program rules.

Repeat finding: Yes — 2024-004

Recommendation: We recommend that management strengthen internal controls over
overpayment determinations to ensure penalties are assessed when required. Specifically, the
Department should implement procedures requiring personnel to evaluate whether an
overpayment resulted from a willful false statement or representation, with actual knowledge of
the falsity, or withholding of a material fact for the purpose of obtaining unemployment
compensation benefits, and, when those conditions are present, apply the required 30 percent
penalty before the overpayment determination is finalized. We also recommend the Department
implement supervisory review or system-based controls to identify cases in which the facts
support penalty assessment, but the penalty has not been applied. These actions will help
ensure overpayments and related penalties are properly established, improve compliance with
applicable requirements, and reduce the risk of underassessment.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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Department of Health and Human Services

2025-007 Reporting

Federal Agency: U.S. Department of Health and Human Services
Federal Program Title: Aging Cluster

State Administering Department: California Department of Aging

ALN: 93.044, 93.045, 93.053

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2401CAOACM; October 1, 2023 — September 30, 2025

2401CAOAHD; October 1, 2023 — September 30, 2025
2401CAOANS; October 1, 2023 — September 30, 2025
2401CAOASS; October 1, 2023 — September 30, 2025
2501CAOACM; October 1, 2024 — September 30, 2026
2501CAOAHD; October 1, 2024 — September 30, 2026
2501CAOANS; October 1, 2024 — September 30, 2026
2501CAQOASS; October 1, 2024 — September 30, 2026

Statistically Valid Sample: No, and not intended to be a statistically valid sample
Type of Finding: Significant Deficiency in Internal Control over Compliance
and Noncompliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

§ 200.302 - Financial management

(b) The recipient's and subrecipient's financial management system must provide for the
following:

(2) Accurate, current, and complete disclosure of the financial results of each Federal award or
program in accordance with the reporting requirements in §§ 200.328 and 200.329.

(3) Maintaining records that sufficiently identify the amount, source, and expenditure of Federal
funds for Federal awards. These records must contain information necessary to identify Federal
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awards, authorizations, financial obligations, unobligated balances, as well as assets,
expenditures, income, and interest. All records must be supported by source documentation.

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements

Chapter | — Office of Management and Budget Government-Wide Guidance for Federal
Financial Assistance

Part 170 — Reporting Subaward and Executive Compensation Information

Subpart A — General

§ 170.105 Applicability

(a) Applicability in general. This part applies to a Federal agency’s Federal financial assistance
as defined in § 170.300. This part applies to all recipients and subrecipients of Federal awards
who meet the reporting requirements of paragraph (c) of this section, unless exempt under
Federal statute or by paragraph (d) of this section.

Appendix A to Part 170—Award Term

I. Reporting Subawards and Executive Compensation

(a) Reporting of first-tier subawards —

(1) Applicability. Unless the recipient is exempt as provided in paragraph (d) of this award term,
the recipient must report each subaward that equals or exceeds $30,000 in Federal funds for a
subaward to an entity or Federal agency. The recipient must also report a subaward if a
modification increases the Federal funding to an amount that equals or exceeds $30,000. All
reported subawards should reflect the total amount of the subaward.

(2) Reporting Requirements.

(i) The recipient must report each subaward described in paragraph (a)(1) of this award term to
the Federal Funding Accountability and Transparency Act (FFATA) subaward reporting
functionality (formerly FSRS and now reported through SAM.gov) at http://www.fsrs.gov.

(i) For subaward information, report no later than the end of the month following the month in
which the subaward was issued.

(c) Reporting of total compensation of subrecipient executives —

(1) Applicability. Unless a first-tier subrecipient is exempt as provided in paragraph (d) of this
appendix, the recipient must report the executive total compensation of each of the
subrecipient's five most highly compensated executives for the subrecipient's preceding
completed fiscal year, if:

(i) The total Federal funding authorized to date under the subaward equals or exceeds $30,000;
(i) In the subrecipient's preceding fiscal year, the subrecipient received:

(A) 80 percent or more of its annual gross revenues from Federal procurement contracts (and
subcontracts) and Federal awards (and subawards) subject to the Transparency Act; and,

(B) $25,000,000 or more in annual gross revenues from Federal procurement contracts (and
subcontracts), and Federal awards (and subawards) subject to the Transparency Act; and

(iii) The public does not have access to information about the compensation of the executives
through periodic reports filed under section 13(a) or 15(d) of the Securities Exchange Act of
1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of the Internal Revenue Code of 1986 after
receiving this subaward. (To determine if the public has access to the compensation
information, see the U.S. Security and Exchange Commission total compensation filings at
http://www.sec.gov/answers/execomp.htm.)
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(2) Reporting Requirements. Subrecipients must report to the recipient their executive total
compensation described in paragraph (c)(1) of this appendix. The recipient is required to submit
this information to the FFATA subaward reporting functionality (formerly FSRS and now
reported through SAM.gov) at http://www.fsrs.gov no later than the end of the month following
the month in which the subaward was made.

As of March 2025, this functionality has been migrated to SAM.gov, which now serves as the
system of record for FFATA subaward reporting.

Condition: Audit procedures included a review of 60 FFATA reporting submissions associated
with subrecipients. During this review, we assessed compliance with federal reporting
requirements and evaluated the adequacy of internal controls over the FFATA reporting
process. Of the 60 subrecipients examined, we identified that FFATA reporting was not
performed timely for 31 subrecipients. Additionally, audit procedures further determined that
reporting was only being performed once annually for all sampled subrecipients, rather than on
an ongoing basis as required. The department lacked documented procedures and monitoring
mechanisms to ensure timely and accurate reporting, including verification that subrecipient
data was submitted in accordance with federal requirements

Questioned costs: None
Context: See “Condition.”

Cause: Procedures to perform the required FFATA reporting were not established by the
Department. The absence of documented policies, assigned responsibilities, and monitoring
mechanisms create an environment which may result in noncompliance with federal reporting.

Effect: The lack of established procedures and internal controls for FFATA reporting resulted in
noncompliance, with 31 out of 60 subrecipients not reported timely as required.

Repeat finding: Yes, 2024-013

Recommendation: The Department should implement a robust process and related internal
controls to ensure timely and accurate FFATA reporting. These controls should include
developing written policies and procedures that outline the steps for collecting subrecipient data,
preparing reports, and submitting them within required timelines; assigning accountability by
designating specific personnel responsible for compliance; and implementing a monitoring and
review process to verify completion and accuracy of reporting. Additionally, training programs
should be established to ensure staff understand reporting requirements, and automated
tracking tools or checklists should be utilized to provide transparency and reduce the risk of
missed submissions. By introducing these internal controls, the Department can strengthen its
compliance framework, mitigate the risk of federal funding repercussions, and enhance overall
operational integrity.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-008 Subrecipient Monitoring

Federal Agency: U.S. Department of Health and Human Services
Federal Program Title: Aging Cluster

State Administering Department: California Department of Aging

ALN: 93.044, 93.045, 93.053

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2401CAOACM; October 1, 2023 — September 30, 2025

2401CAOAHD; October 1, 2023 — September 30, 2025
2401CAOQANS; October 1, 2023 — September 30, 2025
2401CAQOASS; October 1, 2023 — September 30, 2025
2501CAOACM; October 1, 2024 — September 30, 2026
2501CAOAHD; October 1, 2024 — September 30, 2026
2501CAOANS; October 1, 2024 — September 30, 2026
2501CAOASS; October 1, 2024 — September 30, 2026

Statistically Valid Sample: No, and not intended to be a statistically valid sample
Type of Finding: Material Weakness in Internal Control over Compliance
and Noncompliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Title 2 — Grants and Agreements. Subtitle A — Office of Management and Budget Guidance for
Grants and Agreements. Chapter Il — Office of Management and Budget Guidance. Part 200 —
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards. Subpart D — Post Federal Award Requirements. §200.332 Requirements for pass-
through entities (2 CFR 200.332):

All pass-through entities must:
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(a) Verify that the subrecipient is not excluded or disqualified in accordance with §180.300.
Verification methods are provided in §180.300, which include confirming in SAM.gov that a
potential subrecipient is not suspended, debarred, or otherwise excluded from receiving
Federal funds.

Condition: Audit procedures included a review of eight subrecipient agreements to determine
whether the Department complied with federal suspension and debarment requirements for
covered transactions. The subrecipient agreements reviewed did not contain a suspension and
debarment certification clause indicating that the subrecipient was not suspended or debarred
from participation in federally funded programs.

Furthermore, the Department was unable to provide documentation demonstrating that
suspension and debarment verification procedures, such as a review of the System for Award
Management (SAM), had been performed prior to entering into the covered transactions. As
part of audit procedures, we independently verified the suspension and debarment status of all
subrecipients tested through a review of the SAM Exclusions database and noted that none
were suspended or debarred at the time of our testing.

Questioned costs: None
Context: See “Condition.”

Cause: Controls designed to ensure compliance with federal suspension and debarment
requirements were not operating with sufficient precision to verify and document the eligibility of
subrecipients prior to entering into covered transactions. Specifically, personnel responsible for
administering the program had not established or consistently performed procedures to verify
suspension and debarment status through SAM or obtain required certifications, resulting in
unsupported compliance with 2 CFR §200.214 and 2 CFR Part 180.

Effect: Failure to verify and document suspension and debarment status prior to entering into
covered transactions results in noncompliance with 2 CFR §180.300 and increases the risk that
federal funds could be awarded to subrecipients that are suspended or debarred from
participation in federally funded programs. Although the audit's independent verification
determined that none of the subrecipients tested were suspended or debarred, the lack of
documented verification procedures prevents the Department from demonstrating compliance
with federal requirements and increases the risk that ineligible parties could be engaged in
future transactions.

Repeat finding: No

Recommendation: The Department should review and strengthen its procedures for verifying
the suspension and debarment status of subrecipients before entering into any agreement
involving federal funds and ensure that the verification documentation is maintained.
Alternatively, incorporate a clause in subrecipient contracts certification of their suspension or
debarment status.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-009 Period of Performance

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Epidemiology and Laboratory Capacity for Program
Infectious Diseases (ELC)

State Administering Department: California Department of Public Health

ALN: 93.323

Pass-Through Agency: Heluna Health

Pass-Through Number(s): 95-2557063

Award Number and Period: NU50CK000539; August 1, 2019 — July 31, 2027
Statistically Valid Sample: No, and not intended to be a statistically valid sample

Type of Finding: Significant Deficiency in Internal Control over Compliance

and Noncompliance
Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Subpart E — Cost Principles

§ 200.403 — Factors affecting allowability of costs

Except where otherwise authorized by statute, costs must meet the following criteria to be
allowable under Federal awards:

(h) Administrative closeout costs may be incurred until the due date of the final report(s). If
incurred, these costs must be liquidated prior to the due date of the final report(s) and charged
to the final budget period of the award unless otherwise specified by the Federal agency. All
other costs must be incurred during the approved budget period. At its discretion, the Federal
agency is authorized to waive prior written approvals to carry forward unobligated balances to
subsequent budget periods. See § 200.308(g)(3).
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Condition: For awards with period of performance end dates occurring during the fiscal year,
audit procedures included testing transactions recorded in the general ledger during the final
month and after of the award. We tested a sample of nineteen transactions totaling $2,643,649.
Our testing identified three transactions, totaling $33,571, for which costs were incurred after the
ending of the period of performance. Specifically, the award period end date on July 31, 2024,
however, the associated costs were incurred between August 1, 2024 and February 28, 2025.

Questioned costs: $66,833 ($33,571 related to the sample tested and $33,262 in the untested
population)

Context: See “Condition.”

Cause: Controls over the review of expenditures at the end of the period of performance were
not operating with sufficient precision to ensure that only allowable costs incurred before the
award end date were charged to the appropriate Federal award. Specifically, management did
not consistently apply procedures to verify that expenditures were recorded to the correct grant
and within the applicable period of performance, resulting in the misclassification of post-award
costs to the grant.

Effect: Ineffective internal controls may result in questioned costs and noncompliance with the
terms of the grant.

Repeat finding: No

Recommendation: The Department should strengthen controls over grant accounting by
implementing procedures to ensure that expenditures are both charged to the correct grant and
incurred within the applicable period of performance. This should include establishing controls to
verify grant coding and transaction dates prior to posting or reimbursement, as well as
enhancing supervisory review processes to detect and prevent misclassification of expenditures
and the recording of unallowable post-award costs. Additionally, the Department should provide
training to personnel responsible for grant accounting on proper grant coding and period-of-
performance requirements.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-010 Suspension and Debarment

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Epidemiology and Laboratory Capacity for Program
Infectious Diseases (ELC)

State Administering Department: California Department of Public Health

ALN: 93.323

Pass-Through Agency: Heluna Health

Pass-Through Number(s): 95-2557063

Award Number and Period: NU50CK000539; August 1, 2019 — July 31, 2027
Statistically Valid Sample: No, and not intended to be a statistically valid sample

Type of Finding: Material Weakness in Internal Control over Compliance

and Noncompliance
Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

§ 200.214 — Suspension and debarment. Non-Federal entities are subject to the
nonprocurement debarment and suspension regulations implementing Executive Orders 12549
and 12689, 2 CFR Part 180. These regulations restrict awards, subawards, and contracts with
parties that are debarred, suspended, or otherwise excluded from or ineligible for participation in
Federal assistance programs or activities.
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Title 2 — Grants and Agreements. Subtitle A — Office of Management and Budget Guidance for
Grants and Agreements. Chapter | — Office of Management and Budget Government-Wide
Guidance for Grants and Agreements. Part 180 — OMB Guidelines to Agencies on Government-
Wide Debarment and Suspension (Non-procurement). Subpart C — Responsibilities of
Participants Regarding Transactions Doing Business With Other Persons §180.300 (2 CFR
180.300):

When you enter into a covered transaction with another person at the next lower tier, you must
verify that the person with whom you intend to do business is not excluded or disqualified. You
may do this by:

(a) Checking SAM Exclusions; or

(b) Collecting a certification from that person; or

(c) Adding a clause or a condition to the covered transactions with that person.

Condition: Audit procedures included a review of nine vendor contracts and eleven
subrecipient agreements to determine whether the Department complied with federal
suspension and debarment requirements for covered transactions. Of the nine vendor contracts
reviewed, six (67%) did not contain a suspension and debarment certification clause indicating
that the contractor was not suspended or debarred from participation in federally funded
programs. In addition, all eleven (100%) subrecipient agreements reviewed did not contain a
suspension and debarment certification clause indicating that the subrecipient was not
suspended or debarred from participation in federally funded programs.

Furthermore, the Department was unable to provide documentation demonstrating that
suspension and debarment verification procedures, such as a review of the System for Award
Management (SAM), had been performed prior to entering into the covered transactions. As
part of audit procedures, we independently verified the suspension and debarment status of all
vendors and subrecipients tested through a review of the SAM Exclusions database and noted
that none were suspended or debarred at the time of our testing. However, the Department's
records did not demonstrate compliance with the federal requirement to verify the eligibility of
contractors and subrecipients prior to entering into covered transactions.

This condition is not in compliance with the suspension and debarment requirements contained
in 2 CFR Part 180, as adopted by 2 CFR §200.214.

Questioned costs: None
Context: See “Condition.”

Cause: Controls designed to ensure compliance with federal suspension and debarment
requirements were not operating with sufficient precision to verify and document the eligibility of
contractors and subrecipients prior to entering into covered transactions. Specifically, personnel
responsible for administering the ELC program had not established or consistently performed
procedures to verify suspension and debarment status through SAM or obtain required
certifications, resulting in unsupported compliance with 2 CFR §200.214 and 2 CFR Part 180.
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Effect: Failure to verify and document suspension and debarment status prior to entering into
covered transactions results in noncompliance with 2 CFR §180.300 and increases the risk that
federal funds could be awarded to contractors or subrecipients that are suspended or debarred
from participation in federally funded programs. Although the audit's independent verification
determined that none of the vendors or subrecipients tested were suspended or debarred, the
lack of documented verification procedures prevents the Department from demonstrating
compliance with federal requirements and increases the risk that ineligible parties could be
engaged in future transactions.

Repeat finding: Yes — 2024-008

Recommendation: Public Health should review and strengthen its procedures for verifying the
suspension and debarment status of vendors and subrecipients before entering into any
agreement involving federal funds and ensure that the verification documentation is maintained.
Alternatively, incorporate a clause in vendor and subrecipient contracts certification of their
suspension or debarment status.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-011 Subrecipient Monitoring

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Epidemiology and Laboratory Capacity for Program
Infectious Diseases (ELC)

State Administering Department: California Department of Public Health

ALN: 93.323

Pass-Through Agency: Heluna Health

Pass-Through Number(s): 95-2557063

Award Number and Period: NU50CK000539; August 1, 2019 — July 31, 2027
Statistically Valid Sample: No, and not intended to be a statistically valid sample

Type of Finding: Significant Deficiency in Internal Control over Compliance

and Noncompliance
Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

§ 200.302 — Financial management

(b) The recipient's and subrecipient's financial management system must provide for the
following:

(2) Accurate, current, and complete disclosure of the financial results of each Federal award or
program in accordance with the reporting requirements in §§ 200.328 and 200.329.

(3) Maintaining records that sufficiently identify the amount, source, and expenditure of Federal
funds for Federal awards. These records must contain information necessary to identify Federal
awards, authorizations, financial obligations, unobligated balances, as well as assets,
expenditures, income, and interest. All records must be supported by source documentation.
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§ 200.332 — Requirements for pass-though entities

A pass-through entity must:

(b) Ensure that every subaward is clearly identified to the subrecipient as a subaward and
includes the information provided below. A pass-through entity must provide the best available
information when some of the information below is unavailable. A pass-through entity must
provide the unavailable information when it is obtained. Required information includes:

(1) Federal award identification.

i) Subrecipient's name (must match the name associated with its unique entity identifier);

ii) Subrecipient's unique entity identifier;

iii) Federal Award Identification Number (FAIN);

iv) Federal Award Date;

v) Subaward Period of Performance Start and End Date;

vi) Subaward Budget Period Start and End Date;

vii) Amount of Federal Funds Obligated in the subaward;

viii) Total Amount of Federal Funds Obligated to the subrecipient by the pass-through entity,
including the current financial obligation;

(ix) Total Amount of the Federal Award committed to the subrecipient by the pass-through
entity;

(x) Federal award project description, as required by the Federal Funding Accountability and
Transparency Act (FFATA);

(xi) Name of the Federal agency, pass-through entity, and contact information for awarding
official of the pass-through entity;

(xii) Assistance Listings title and number; the pass-through entity must identify the dollar amount
made available under each Federal award and the Assistance Listings Number at the time of
disbursement;

(xiii) Identification of whether the Federal award is for research and development; and

(xiv) Indirect cost rate for the Federal award (including if the de minimis rate is used in
accordance with § 200.414).

PPy

Condition: Audit procedures included a review of eleven subrecipient agreements to determine
whether the pass-through entity included the information required to be communicated to
subrecipients in accordance with Uniform Guidance. Of the eleven agreements tested, all
eleven (100%) did not contain one or more required federal award identification elements.
Specifically, the agreements omitted the subrecipient's Unique Entity Identifier (UEI), the
Federal Award Identification Number (FAIN), the Federal award date, the applicable Assistance
Listing Number (ALN), identification of whether the award was designated as research and
development (R&D), and the applicable indirect cost rate for the federal award, including
whether the de minimis indirect cost rate authorized under 2 CFR §200.414 was being used.

As a result, the subrecipient agreements did not include all information required to be provided
to subrecipients under 2 CFR §200.332(b).

Questioned costs: None

Context: See “Condition.”
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Cause: Controls designed to ensure the inclusion of all federally required award identification
information in subrecipient agreements were not operating with sufficient precision to identify
and prevent the omission of required elements prior to execution of the agreements. As a result,
agreements were issued without all information required under 2 CFR §200.332(b), including
the UEI, FAIN, Federal award date, ALN, identification of whether the award was designated as
R&D, and the applicable indirect cost rate.

Effect: The omission of required federal award information from subrecipient agreements may
limit subrecipients' understanding of applicable federal award requirements and increase the
risk of noncompliance with federal regulations. Incomplete award information may also result in
inaccurate or inconsistent administration, monitoring, and reporting of federal awards by
subrecipients and the pass-through entity.

Repeat finding: Yes — 2024-009
Recommendation: Public Health should ensure every subaward includes all requirements
imposed on the subrecipient so that the federal award is used in accordance with Federal

statutes, regulations and the terms and conditions of the federal award.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-012 Reporting

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Foster Care Title IV-E

State Administering Department: California Department of Social Services (CDSS)

ALN: 93.658

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2501CAFOST,; October 1, 2024- September 30, 2025
Statistically Valid Sample: No, and not intended to be a statistically valid sample

Type of Finding: Significant Deficiency in Internal Control over Compliance

and Noncompliance
Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

§ 200.302 - Financial management

(b) The recipient's and subrecipient's financial management system must provide for the
following:

(2) Accurate, current, and complete disclosure of the financial results of each Federal award or
program in accordance with the reporting requirements in §§ 200.328 and 200.329.

(3) Maintaining records that sufficiently identify the amount, source, and expenditure of Federal
funds for Federal awards. These records must contain information necessary to identify Federal
awards, authorizations, financial obligations, unobligated balances, as well as assets,
expenditures, income, and interest. All records must be supported by source documentation.

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements

Chapter | — Office of Management and Budget Government-Wide Guidance for Federal
Financial Assistance

Part 170 — Reporting Subaward and Executive Compensation Information
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Subpart A — General

§ 170.105 Applicability

(a) Applicability in general. This part applies to a Federal agency’s Federal financial assistance
as defined in § 170.300. This part applies to all recipients and subrecipients of Federal awards
who meet the reporting requirements of paragraph (c) of this section, unless exempt under
Federal statute or by paragraph (d) of this section.

Appendix A to Part 170—Award Term

I. Reporting Subawards and Executive Compensation

(a) Reporting of first-tier subawards —

(1) Applicability. Unless the recipient is exempt as provided in paragraph (d) of this award term,
the recipient must report each subaward that equals or exceeds $30,000 in Federal funds for a
subaward to an entity or Federal agency. The recipient must also report a subaward if a
modification increases the Federal funding to an amount that equals or exceeds $30,000. All
reported subawards should reflect the total amount of the subaward.

(2) Reporting Requirements.

(i) The recipient must report each subaward described in paragraph (a)(1) of this award term to
the Federal Funding Accountability and Transparency Act (FFATA) subaward reporting
functionality (formerly FSRS and now reported through SAM.gov) at http://www.fsrs.gov.

(i) For subaward information, report no later than the end of the month following the month in
which the subaward was issued.

(c) Reporting of total compensation of subrecipient executives —

(1) Applicability. Unless a first-tier subrecipient is exempt as provided in paragraph (d) of this
appendix, the recipient must report the executive total compensation of each of the
subrecipient's five most highly compensated executives for the subrecipient's preceding
completed fiscal year, if:

(i) The total Federal funding authorized to date under the subaward equals or exceeds $30,000;
(i) In the subrecipient's preceding fiscal year, the subrecipient received:

(A) 80 percent or more of its annual gross revenues from Federal procurement contracts (and
subcontracts) and Federal awards (and subawards) subject to the Transparency Act; and,

(B) $25,000,000 or more in annual gross revenues from Federal procurement contracts (and
subcontracts), and Federal awards (and subawards) subject to the Transparency Act; and

(iii) The public does not have access to information about the compensation of the executives
through periodic reports filed under section 13(a) or 15(d) of the Securities Exchange Act of
1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of the Internal Revenue Code of 1986 after
receiving this subaward. (To determine if the public has access to the compensation
information, see the U.S. Security and Exchange Commission total compensation filings at
http://www.sec.gov/answers/execomp.htm.)

(2) Reporting Requirements. Subrecipients must report to the recipient their executive total
compensation described in paragraph (c)(1) of this appendix. The recipient is required to submit
this information to the FFATA subaward reporting functionality (formerly FSRS and now
reported through SAM.gov) at http://www.fsrs.gov no later than the end of the month following
the month in which the subaward was made.
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As of March 2025, this functionality has been migrated to SAM.gov, which now serves as the
system of record for FFATA subaward reporting.

Condition: Audit procedures included a review of the entire population of 58 FFATA subaward
submissions for the Foster Care program reported in SAM.gov during the year ended June 30,
2025, and a comparison of those submissions to the related funding actions. Testing identified
that all 58 subawards, representing 100 percent of the population, were reported after the
required reporting deadline.

Based on inquiry and review of supporting documentation, CDSS prepared and submitted the
FFATA reporting file; however, certain submitted records were rejected by the reporting system
and required correction and resubmission. Because the submission and review process was
performed too close to the applicable reporting deadline, there was insufficient time to identify,
resolve, and successfully resubmit the rejected records before the deadline. As a result, FFATA
subaward information was not reported within the timeframe required by federal reporting
requirements.

The results of testing indicate that controls over FFATA reporting did not operate with sufficient
precision to ensure submitted records were timely reviewed, validated, and accepted prior to
applicable reporting deadlines. Accordingly, FFATA reporting was not consistently completed in
a timely manner in accordance with federal requirements.

Questioned costs: None
Context: See “Condition.”

Cause: CDSS did not maintain controls over the FFATA reporting process that operated with
sufficient precision to ensure subaward submissions were completed, validated, and accepted
before applicable federal reporting deadlines. Specifically, FFATA reports were submitted too
near the reporting deadline to allow sufficient time to identify, investigate, and correct rejected
submissions. In addition, CDSS did not have monitoring procedures to review submission
status, follow up on system-generated rejection notices, and verify that all submitted records
had been successfully accepted in SAM.gov before the reporting deadline. As a result,
submission errors were not resolved timely, resulting in late reporting of all reportable
subawards.

Effect: Untimely reporting reduced the timeliness, transparency, and reliability of publicly
available federal spending information and limited the ability of federal agencies, oversight
bodies, and the public to promptly monitor the distribution of federal funds to subrecipients. In
addition, the lack of controls to timely identify and resolve rejected submissions increases the
risk that future FFATA reporting deadlines may not be met.

Repeat finding: No
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Recommendation: We recommend that CDSS strengthen its department-wide controls over
FFATA reporting to ensure reportable subawards are identified, reviewed, and submitted within
required federal reporting deadlines. Specifically, CDSS should establish and implement
centralized procedures to track subaward actions, amendments, allocation changes, and other
reportable funding events; monitor applicable FFATA reporting deadlines; and maintain
documentation demonstrating that reportable subawards have been evaluated and reported
timely.

In addition, CDSS should implement review controls that operate with sufficient precision to
verify that all reportable subawards have been identified, reporting deadlines have been met,
and FFATA submissions are complete, accurate, and supported by underlying award
documentation prior to submission in SAM.gov. These procedures should include documented
supervisory review, reconciliation of reportable subaward activity to source documentation, and
periodic monitoring to identify and resolve untimely or omitted submissions.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.

Response to views of responsible officials: We acknowledge CDSS's position that an initial
FFATA submission was made on November 27, 2024, and that only two records required
correction and resubmission. However, CDSS did not provide sufficient documentation to
support the asserted November 27 submission date, such as submission confirmations, system-
generated reports, audit logs, or other contemporaneous evidence demonstrating that the
subaward information was successfully submitted before the reporting deadline.

The audit evidence available for inspection reflected a submission date after the required
deadline for all 58 Foster Care subawards. Although CDSS indicated that only two records
failed during the original upload process, documentation supporting that assertion and the
cause of the upload failure was not provided for audit review.

Accordingly, based on the evidence available, we were unable to verify that FFATA reporting
requirements were met by the applicable deadline. Therefore, we continue to conclude that the
finding is valid as presented.
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2025-013 Special Tests and Provisions

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Foster Care Title IV-E

State Administering Department: California Department of Social Services (CDSS)

ALN: 93.658

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2401CAFOST,; October 1, 2023- September 30, 2024
2501CAFOST,; October 1, 2024- September 30, 2025

Statistically Valid Sample: No, and not intended to be a statistically valid sample

Type of Finding: Significant Deficiency in Internal Control over Compliance

and Noncompliance
Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Title 45 — Public Welfare

Subtitle B — Regulations Relating to Public Welfare

Chapter Xlll — Administration for Children and Families, Department of Health and Human
Services

Subpart G — The Administration on Children, Youth and Families, Foster Care Maintenance
Payments, Adoption Assistance, and Child and Family Services

Part 1356 — Requirements Applicable to Title IV-E

§ 1356.21 — Foster care maintenance payments program implementation requirements

(a) Statutory and regulatory requirements of the Federal foster care program

To implement the foster care maintenance payments program provisions of the title IV-E plan
and to be eligible to receive Federal financial participation (FFP) for foster care maintenance
payments under this part, a title IV-E agency must meet the requirements of this section, 45
CFR 1356.22, 45 CFR 1356.30, and sections 472, 475(1), 475(4), 475(5), 475(6), and for a
Tribal title IV-E agency section 479(B)(c)(1)(C)(ii)(Il) of the Act.
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(m) Review of payments and licensing standards

In meeting the requirements of section 471(a)(11) of the Act, the title IV-E agency must review
at reasonable, specific, time-limited periods to be established by the agency:

(1) The amount of the payments made for foster care maintenance to assure their continued
appropriateness, and that the amount made to a licensed or approved relative or kinship foster
family home is the same as the amount that would have been made if the child was placed in a
licensed or approved non-relative foster family home;

§ 1356.60 Fiscal requirements (title IV-E)

(a) Federal matching funds for foster care maintenance and adoption assistance payments.

(1) Federal financial participation (FFP) is available to title IV-E agencies under an approved title
IV-E plan for allowable costs in expenditures for:

(i) Foster care maintenance payments as defined in section 475(4) of the Act, made in
accordance with §§ 1356.20 through 1356.30, section 472 of the Act.

(c) Federal matching funds for other title IV-E agency administrative expenditures for foster care
and adoption assistance under title IV-E

Federal financial participation is available at the rate of fifty percent (50%) for administrative
expenditures necessary for the proper and efficient administration of the title IV-E plan. The
State's cost allocation plan shall identify which costs are allocated and claimed under this
program.

Condition: Audit procedures included testing 60 county claims for reimbursement and
evaluating whether the payment rates applied were consistent with applicable foster care rate-
setting guidance issued by the California Department of Social Services (CDSS). Of the 60
claims tested, 19 utilized rates that did not agree to the authorized rates in effect at the time the
reimbursement was claimed. The differences between the rates applied and the authorized
rates ranged from approximately 1% to 43%, indicating that reimbursement calculations were
not consistently based on current statewide rate guidance.

Foster care rate-setting guidance is updated periodically throughout the fiscal year and requires
counties to implement revised rates as changes become effective. Testing indicated that
counties did not consistently implement updated rates, and CDSS did not maintain monitoring
procedures that operated with sufficient precision to verify the timely adoption of revised rates or
to identify and correct the use of outdated rates. As a result, reimbursement claims were not
consistently calculated using current authorized payment rates. Accordingly, CDSS did not
maintain effective internal controls to ensure foster care reimbursement payments were
consistently determined using current, authorized rates in accordance with applicable program
requirements.

Questioned costs: None

Context: See “Condition.”
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Cause: CDSS did not maintain internal controls that operated with sufficient precision to ensure
updated foster care rate-setting guidance was timely communicated, implemented, and
consistently applied by counties. Specifically, monitoring controls were not designed or
performed at a level capable of verifying county adoption of revised rates, identifying instances
in which outdated rates continued to be used, or timely detecting and correcting rate
discrepancies. As a result, changes to authorized statewide rates were not consistently
incorporated into county reimbursement calculations, increasing the risk that payments were
calculated using outdated rate schedules.

Effect: The use of outdated rates resulted in foster care payments that were not consistently
based on current authorized rate schedules, increasing the risk that expenditures charged to the
program were misstated. Specifically, payments may have been overpaid or underpaid and
were not consistently supported as allowable foster care maintenance or administrative
expenditures. In addition, the lack of monitoring over implementation of updated rates reduces
assurance that costs were properly calculated, applied, and classified in accordance with
program requirements, affecting the reliability of reported expenditures.

Repeat finding: No

Recommendation: CDSS should strengthen internal controls over payment rate setting by
establishing procedures to ensure that rate updates are timely implemented and consistently
applied. This should include issuing clear implementation guidance to counties when rate
changes occur, requiring confirmation of adoption of updated rates, and performing periodic
monitoring or reconciliations to verify that payment rates used in county claims align with current
authorized rate schedules. CDSS should also implement review controls to identify and correct
instances where outdated rates are used before claims are finalized and reported.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-014 Period of Performance

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Child Care and Development Block Grant/Child Care
Mandatory and Matching Funds of the Child Care and
Development Fund

State Administering Department: California Department of Social Services (CDSS)

ALN: 93.575, 93.596

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2534CACCDD; October 1, 2024 — September 30, 2027
2534CACCDM,; October 1, 2024 — September 30, 2026

Statistically Valid Sample: No, and not intended to be a statistically valid sample

Type of Finding: Significant Deficiency in Internal Control over Compliance

and Noncompliance
Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Subpart E — Cost Principles

§ 200.403 — Factors affecting allowability of costs

Except where otherwise authorized by statute, costs must meet the following criteria to be
allowable under Federal awards:

(h) Administrative closeout costs may be incurred until the due date of the final report(s). If
incurred, these costs must be liquidated prior to the due date of the final report(s) and charged
to the final budget period of the award unless otherwise specified by the Federal agency. All
other costs must be incurred during the approved budget period. At its discretion, the Federal
agency is authorized to waive prior written approvals to carry forward unobligated balances to
subsequent budget periods. See § 200.308(g)(3).
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Condition: For awards with period of performance start dates occurring during the fiscal year,
audit procedures included testing 60 transactions recorded in the general ledger during the
initial month of the award. Based on these procedures, we identified 25 instances where a
portion of costs charged to the grant related to services performed prior to the approved period
of performance start date of October 1, 2024. The total amount of costs charged outside of the
period of performance at the beginning of the award was $7,013,956.

Questioned costs: $7,013,956
Context: See “Condition.”

Cause: The condition is due to ineffective controls over aligning expenditure recording with the
approved period of performance, including insufficient review procedures to ensure that costs
are charged to Federal awards based on the actual service period rather than timing of payment
or accrual. In addition, controls did not adequately prevent or detect the systematic charging of
pre-award service costs to newly awarded funding sources.

Effect: Charging costs incurred prior to the period of performance results in noncompliance with
Federal requirements and causes expenditures to be improperly shifted to ineligible funding
periods. This practice overstates allowable costs at the beginning of the award and increases
the risk that funds are used for activities not authorized under the award, potentially resulting in
questioned costs and required repayment.

Repeat finding: No

Recommendation: We recommend that management strengthen internal controls over costs
charged to Federal awards by implementing procedures to ensure that expenditures are aligned
with the approved period of performance. This should include controls to verify, prior to
recording, that service periods and underlying activities fall within authorized award dates.

In addition, the Department should implement supervisory and/or system-based controls to
detect and prevent costs recorded outside the period of performance, including mechanisms
that flag transactions associated with pre-award or post-expiration service periods and ensure
that costs are consistently charged to the appropriate funding source based on when services
were performed.

These actions will help ensure that costs charged to Federal awards are allowable and properly
timed, reduce the risk of unallowable charges, and improve compliance with period of
performance requirements under Uniform Guidance.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-015 Reporting

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Child Care and Development Block Grant/Child Care
Mandatory and Matching Funds of the Child Care and
Development Fund

State Administering Department: California Department of Social Services (CDSS)

ALN: 93.575, 93.596

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2101CACDCSB6; October 1, 2020 — September 30, 2024

2334CACCDD; October 1, 2022 — September 30, 2025
2334CACCDF; October 1, 2022 — September 30, 2025
2334CACCDM; October 1, 2022 — September 30, 2025
2434CACCDD; October 1, 2023 — September 30, 2026
2434CACCDF; October 1, 2023 — September 30, 2026
2434CACCDM; October 1, 2023 — September 30, 2025
2534CACCDD; October 1, 2024 — September 30, 2027
2534CACCDF; October 1, 2024 — September 30, 2027
2534CACCDM; October 1, 2024 — September 30, 2026
2534CACCDY; December 21, 2024 — September 30, 2028

Statistically Valid Sample: No, and not intended to be a statistically valid sample
Type of Finding: Material Weakness in Internal Control over Compliance
and Material Noncompliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).
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§ 200.302 — Financial management

(b) The recipient's and subrecipient's financial management system must provide for the
following:

(2) Accurate, current, and complete disclosure of the financial results of each Federal award or
program in accordance with the reporting requirements in §§ 200.328 and 200.329.

(3) Maintaining records that sufficiently identify the amount, source, and expenditure of Federal
funds for Federal awards. These records must contain information necessary to identify Federal
awards, authorizations, financial obligations, unobligated balances, as well as assets,
expenditures, income, and interest. All records must be supported by source documentation.

§200.328 Financial reporting

(c) The recipient or subrecipient must submit financial reports as required by the Federal award.
Reports submitted annually by the recipient or subrecipient must be due no later than 90
calendar days after the reporting period. Reports submitted quarterly or semiannually must be
due no later than 30 calendar days after the reporting period.

(d) The final financial report submitted by the recipient must be due no later than 120 calendar
days after the conclusion of the period of performance. A subrecipient must submit a final
financial report to a pass-through entity no later than 90 calendar days after the conclusion of
the period of performance.

§ 200.329 Monitoring and reporting program performance

(a) Monitoring by the recipient and subrecipient

The recipient and subrecipient are responsible for the oversight of the Federal award. The
recipient and subrecipient must monitor their activities under Federal awards to ensure they are
compliant with all requirements and meeting performance expectations. Monitoring by the
recipient and subrecipient must cover each program, function, or activity. See also § 200.332.

Title 45 — Public Welfare

Subtitle A — Department of Health and Human Services

Subchapter A — General Administration

Part 98 — Child Care and Development Fund

Subpart G — Financial Management

§ 98.60 — Availability of funds

(d) The following obligation and liquidation provisions apply to States and Territories:

(1) Discretionary Fund allotments shall be obligated in the fiscal year in which funds are
awarded or in the succeeding fiscal year. Unliquidated obligations as of the end of the
succeeding fiscal year shall be liquidated within one year.

(2)(i) Mandatory Funds for States requesting Matching Funds per § 98.55 shall be obligated in
the fiscal year in which the funds are granted and are available until expended.

(4) Both the Federal and non-Federal share of the Matching Fund shall be obligated in the fiscal
year in which the funds are granted and liquidated no later than the end of the succeeding fiscal
year.

(5) Determination of whether funds have been obligated and liquidated will be based on State or
local law or, if there is no applicable State or local law, the regulation at 2 CFR 200.1,
Expenditures and Obligations.



CALIFORNIA STATE AUDITOR
Report 2025-002 | August 2026 | Page 58

STATE OF CALIFORNIA
SCHEDULE OF FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2025

§ 98.65 Audits and financial reporting

(a) Each Lead Agency shall have an audit conducted after the close of each program period in
accordance with 2 CFR part 200, subpart F, and the Single Audit Act Amendments of 1996.

(b) Lead Agencies are responsible for ensuring that subgrantees are audited in accordance with
appropriate audit requirements.

(c) Not later than 30 days after the completion of the audit, Lead Agencies shall submit a copy
of their audit report to the legislature of the State or, if applicable, to the Tribal Council(s). Lead
Agencies shall also submit a copy of their audit report to the HHS Inspector General for Audit
Services, as well as to their cognizant agency, if applicable.

(d) Any amounts determined through an audit not to have been expended in accordance with
these statutory or regulatory provisions, or with the Plan, and that are subsequently disallowed
by the Department shall be repaid to the Federal government, or the Secretary will offset such
amounts against any other CCDF funds to which the Lead Agency is or may be entitled.

(e) Lead Agencies shall provide access to appropriate books, documents, papers and records to
allow the Secretary to verify that CCDF funds have been expended in accordance with the
statutory and regulatory requirements of the program, and with the Plan.

(f) The audit required in paragraph (a) of this section shall be conducted by an agency that is
independent of the State, Territory or Tribe as defined by generally accepted government
auditing standards issued by the Comptroller General, or a public accountant who meets such
independent standards.

(g) Lead Agencies shall submit financial reports, in a manner specified by ACF, quarterly for
each fiscal year until funds are expended.

(h) At a minimum, a State or territorial Lead Agency's quarterly report shall include the following
information on expenditures under CCDF grant funds, including Discretionary (which includes
realloted funding and any funds transferred from the TANF block grant), Mandatory, and
Matching Funds (which includes redistributed funding); and State Matching and Maintenance-of-
Effort (MOE) Funds:

(1) Child care administration;

(2) Quality activities, including any sub-categories of quality activities as required by ACF;

(3) Direct services for both grant or contracted slots and certificates;

(4) Non-direct services, including:

(i) Establishment and maintenance of computerized child care information systems;

(i) Certificate program cost/eligibility determination;

(iii) All other non-direct services; and

(5) Such other information as specified by the Secretary.

§ 98.67 — Fiscal requirements

(c) Fiscal control and accounting procedures shall be sufficient to permit:

(1) Preparation of reports required by the Secretary under this subpart and under subpart H;
and

(2) The tracing of funds to a level of expenditure adequate to establish that such funds have not
been used in violation of the provisions of this part.

Condition: Audit procedures included a review of the entire population of ACF-696 financial
reports submitted for the CCDF Cluster. Our testing identified that certain reported amounts did
not agree or reconcile to the underlying general ledger, resulting in a total variance of
$491,119,535.
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Additionally, audit procedures identified that internal controls over reporting were not operating
effectively to ensure the accurate submission of reports. Specifically, certain reports contained
inaccuracies at the time of submission, and controls were not performed with sufficient precision
to verify that reported information was complete and accurate in accordance with federal
reporting requirements.

Questioned costs: None
Context: See “Condition.”

Cause: The controls over the preparation and review of ACF-696 reports were not performed
with sufficient precision to identify and resolve discrepancies between reported amounts and the
underlying general ledger. Specifically, controls were not designed or operating at a level
precise enough to ensure that reported data was accurate, reconciled, and submitted in a timely
manner in accordance with federal requirements. As a result, variances and reporting errors
were not detected or corrected prior to submission.

Effect: Without a documented reconciliation between the ACF-696 reports and the general
ledger, the Department cannot demonstrate that reported expenditures were accurate,
complete, and supported by accounting records. This increases the risk that expenditures,
obligations, liquidations, unobligated balances, or expenditure categories reported to ACF may
be misstated. Inaccurate ACF-696 reporting may affect ACF’s ability to monitor compliance with
CCDF spending, obligation, liquidation, and availability requirements.

Repeat finding: Yes — 2024-015

Recommendation: Management should establish a formal reconciliation process to ensure that
ACF-696 expense reports align with the general ledger. This process should include assigning
responsibility to a designated finance team member for performing and documenting
reconciliations, implementing a monthly reconciliation schedule, and promptly investigating and
resolving any variances with documented approvals. Additionally, financial reporting policies
should be updated to incorporate reconciliation requirements, and staff should receive training
on compliance and reconciliation procedures to strengthen internal controls and reduce the risk
of reporting inaccuracies.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.

Response to views of responsible officials: We acknowledge management's explanation that
variances between the ACF-696 reports and the general ledger resulted from timing differences
associated with subsequent cost allocations, accruals, and other adjustments. However, the
issue identified during the audit was not the existence of timing differences, but that the
reconciliation process did not adequately identify, explain, and support significant variances.



CALIFORNIA STATE AUDITOR
Report 2025-002 | August 2026 | Page 60

STATE OF CALIFORNIA
SCHEDULE OF FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2025

Audit testing identified unreconciled variances totaling $491,119,535 between the ACF-696
reports and the general ledger. Although management indicated that adjustments were reported
in subsequent quarters, documentation supporting a complete and accurate reconciliation was
not available at the time of report preparation and submission. As a result, controls did not
operate with sufficient precision to ensure reported amounts were accurate, complete, and
supported by the Department's accounting records.

Accordingly, we continue to conclude that the finding is valid as presented. We appreciate
management's planned corrective actions to formalize the reconciliation process and strengthen
oversight of ACF-696 reporting.
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2025-016 Reporting

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Child Care and Development Block Grant/Child Care
Mandatory and Matching Funds of the Child Care and
Development Fund

State Administering Department: California Department of Social Services (CDSS)

ALN: 93.575, 93.596

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2534CACCDD; October 1, 2024 — September 30, 2027

2534CACCDF; October 1, 2024 — September 30, 2027
2534CACCDM,; October 1, 2024 — September 30, 2026

Statistically Valid Sample: No, and not intended to be a statistically valid sample
Type of Finding: Significant Deficiency in Internal Control over Compliance
and Noncompliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

§ 200.302 - Financial management

(b) The recipient's and subrecipient's financial management system must provide for the
following:

(2) Accurate, current, and complete disclosure of the financial results of each Federal award or
program in accordance with the reporting requirements in §§ 200.328 and 200.329.

(3) Maintaining records that sufficiently identify the amount, source, and expenditure of Federal
funds for Federal awards. These records must contain information necessary to identify Federal
awards, authorizations, financial obligations, unobligated balances, as well as assets,
expenditures, income, and interest. All records must be supported by source documentation.
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Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements

Chapter | — Office of Management and Budget Government-Wide Guidance for Federal
Financial Assistance

Part 170 — Reporting Subaward and Executive Compensation Information

Subpart A — General

§ 170.105 Applicability

(a) Applicability in general. This part applies to a Federal agency’s Federal financial assistance
as defined in § 170.300. This part applies to all recipients and subrecipients of Federal awards
who meet the reporting requirements of paragraph (c) of this section, unless exempt under
Federal statute or by paragraph (d) of this section.

Appendix A to Part 170—Award Term

I. Reporting Subawards and Executive Compensation

(a) Reporting of first-tier subawards —

(1) Applicability. Unless the recipient is exempt as provided in paragraph (d) of this award term,
the recipient must report each subaward that equals or exceeds $30,000 in Federal funds for a
subaward to an entity or Federal agency. The recipient must also report a subaward if a
modification increases the Federal funding to an amount that equals or exceeds $30,000. All
reported subawards should reflect the total amount of the subaward.

(2) Reporting Requirements.

(i) The recipient must report each subaward described in paragraph (a)(1) of this award term to
the Federal Funding Accountability and Transparency Act (FFATA) subaward reporting
functionality (formerly FSRS and now reported through SAM.gov) at http://www.fsrs.gov.

(i) For subaward information, report no later than the end of the month following the month in
which the subaward was issued.

(c) Reporting of total compensation of subrecipient executives —

(1) Applicability. Unless a first-tier subrecipient is exempt as provided in paragraph (d) of this
appendix, the recipient must report the executive total compensation of each of the
subrecipient's five most highly compensated executives for the subrecipient's preceding
completed fiscal year, if:

(i) The total Federal funding authorized to date under the subaward equals or exceeds $30,000;
(i) In the subrecipient's preceding fiscal year, the subrecipient received:

(A) 80 percent or more of its annual gross revenues from Federal procurement contracts (and
subcontracts) and Federal awards (and subawards) subject to the Transparency Act; and,

(B) $25,000,000 or more in annual gross revenues from Federal procurement contracts (and
subcontracts), and Federal awards (and subawards) subject to the Transparency Act; and

(iii) The public does not have access to information about the compensation of the executives
through periodic reports filed under section 13(a) or 15(d) of the Securities Exchange Act of
1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of the Internal Revenue Code of 1986 after
receiving this subaward. (To determine if the public has access to the compensation
information, see the U.S. Security and Exchange Commission total compensation filings at
http://www.sec.gov/answers/execomp.htm.)
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(2) Reporting Requirements. Subrecipients must report to the recipient their executive total
compensation described in paragraph (c)(1) of this appendix. The recipient is required to submit
this information to the FFATA subaward reporting functionality (formerly FSRS and now
reported through SAM.gov) at http://www.fsrs.gov no later than the end of the month following
the month in which the subaward was made.

As of March 2025, this functionality has been migrated to SAM.gov, which now serves as the
system of record for FFATA subaward reporting.

Condition: Audit procedures included a review of 60 FFATA subaward submissions for the
CCDF Cluster reported in SAM.gov and a comparison of those submissions to underlying
agreements and funding allocations applicable to FY 2024-25. Our testing identified that CDSS
did not consistently perform or retain a documented evaluation of whether agreements
constituted subawards or procurement contracts in accordance with 2 CFR § 200.331 prior to
FFATA reporting.

FFATA submissions did not align with the timing and structure of funding communicated through
Child Care Bulletins, including allocation amendments and contract modifications, and all
submissions tested contained errors in key data elements, including subrecipient identification
and linkage to the prime award. In addition, CDSS included agreements in FFATA reporting
without documented support that the substance of the relationship met the definition of a
subaward, while agreements with subaward characteristics were not consistently identified and
reported, resulting in reported amounts that did not consistently reflect underlying funding
actions.

Accordingly, controls over FFATA reporting were not performed with sufficient precision to
ensure that agreements were appropriately classified and that reported information was
complete and accurate in accordance with federal reporting requirements.

Questioned costs: None
Context: See “Condition.”

Cause: The condition occurred because CDSS has not established an effective, centralized
process to identify, evaluate, track, and report first-tier subawards subject to FFATA across its
federal programs. CDSS did not maintain a complete reporting workflow that links funding
actions, allocation amendments, agreement modifications, subrecipient classifications, and
SAM.gov reporting deadlines. As a result, FFATA reporting relied on manual program-level
processes that did not consistently ensure reportable subawards were identified, supported,
reviewed, and submitted by the required deadline.
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Effect: Failure to timely and accurately report FFATA subaward information results in
noncompliance with federal reporting requirements and reduces the transparency and reliability
of publicly available federal spending data. Late, incomplete, or inaccurate reporting limits the
ability of federal agencies, oversight bodies, and the public to determine how federal funds were
passed through to subrecipients. Because similar FFATA deficiencies were identified across
multiple CDSS-administered programs, there is an increased risk that reporting errors may
continue or affect other federal programs unless CDSS implements a department-wide
corrective action.

Repeat finding: Yes — 2024-014

Recommendation: We recommend that CDSS revise its department-wide FFATA reporting
procedures to address errors resulting from reliance on manual tracking, decentralized
spreadsheets, and program-level processes that do not consistently capture funding actions,
allocation amendments, agreement modifications, reporting deadlines, and SAM.gov
submission status. Revised procedures should require program-specific review of each federal
program’s funding structure and supporting documentation to determine whether agreements,
allocations, amendments, or other funding actions are reportable subawards or procurement
contracts, and whether new or updated FFATA reporting is required.

CDSS should also require documented review before submission to verify that reported
subrecipient information, award amounts, Assistance Listing numbers, prime award linkages,
and reporting dates agree to underlying award documents, allocation letters, amendments, and
agreements. These controls should help ensure FFATA submissions are accurate, timely,
supported, and aligned with the unique funding structure of each CDSS-administered federal
program.

CDSS should consider utilizing a grant management solution to manage the full grant lifecycle
more efficiently and ensure compliance with federal reporting requirements. The solution should
support centralized tracking of awards, subawards, amendments, reporting deadlines,
supporting documentation, review responsibilities, automated reminders, and submission status.
This would reduce reliance on manual tracking and decentralized spreadsheets, improve
accountability over responsible personnel, and strengthen CDSS’s ability to complete FFATA
reporting accurately and timely.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-017 Special Tests and Provisions

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Child Care and Development Block Grant/Child Care
Mandatory and Matching Funds of the Child Care and
Development Fund

State Administering Department: California Department of Social Services (CDSS)

ALN: 93.575, 93.596

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2434CACCDD; October 1, 2023 - September 30, 2026

2434CACCDF; October 1, 2023 - September 30, 2026
2434CACCDM,; October 1, 2023 - September 30, 2025
2534CACCDD; October 1, 2024 - September 30, 2027
2534CACCDF; October 1, 2024 - September 30, 2027
2534CACCDM,; October 1, 2024 - September 30, 2026

Statistically Valid Sample: No, and not intended to be a statistically valid sample
Type of Finding: Significant Deficiency in Internal Control over Compliance
and Noncompliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).
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Title 42 — Public Welfare

Subtitle A — Department of Health and Human Services

Subchapter A — General Administration

Part 98 — Child Care and Development Fund

Subpart E — Program Operations (Child Care Services)—Lead Agency and Provider
Requirements

§ 98.40 Compliance with applicable State and local regulatory requirements

(a) Lead Agencies shall:

(1) Certify that they have in effect licensing requirements applicable to child care services
provided within the area served by the Lead Agency;

(2) Describe in the Plan exemption(s) to licensing requirements, if any, for child care services for
which assistance is provided, and a demonstration for how such exemption(s) do not endanger
the health, safety, or development of children who receive services from such providers. Lead
Agencies must provide the required description and demonstration for any exemptions based
on:

(i) Provider category, type, or setting;

(i) Length of day;

(iii) Providers not subject to licensing because the number of children served falls below a State-
defined threshold; and

(iv) Any other exemption to licensing requirements; and

(3) Provide a detailed description in the Plan of the requirements under paragraph (a)(1) of this
section and of how they are effectively enforced.

§ 98.41 Health and safety requirements

(a) Each Lead Agency shall certify that there are in effect, within the State (or other area served
by the Lead Agency), under State, local or tribal law, requirements (appropriate to provider
setting and age of children served) that are designed, implemented, and enforced to protect the
health and safety of children. Such requirements must be applicable to child care providers of
services for which assistance is provided under this part. Such requirements, which are subject
to monitoring pursuant to § 98.42, shall:

(1) Include health and safety topics consisting of, at a minimum:

(i) The prevention and control of infectious diseases (including immunizations); with respect to
immunizations, the following provisions apply:

(A) As part of their health and safety provisions in this area, Lead Agencies shall assure that
children receiving services under the CCDF are age-appropriately immunized. Those health and
safety provisions shall incorporate (by reference or otherwise) the latest recommendation for
childhood immunizations of the respective State, territorial, or tribal public health agency.

(B) Notwithstanding this paragraph (a)(1)(i), Lead Agencies may exempt:

(1) Children who are cared for by relatives (defined as grandparents, great grandparents,
siblings (if living in a separate residence), aunts, and uncles), provided there are no other
unrelated children who are cared for in the same setting.

(2) Children who receive care in their own homes, provided there are no other unrelated
children who are cared for in the home.

(3) Children whose parents object to immunization on religious grounds.

(4) Children whose medical condition contraindicates immunization.
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(C) Lead Agencies shall establish a grace period that allows children experiencing
homelessness and children in foster care to receive services under this part while providing their
families (including foster families) a reasonable time to take any necessary action to comply with
immunization and other health and safety requirements.

(1) The length of such grace period shall be established in consultation with the State, Territorial
or Tribal health agency.

(2) Any payment for such child during the grace period shall not be considered an error or
improper payment under subpart K of this part.

(3) The Lead Agency may also, at its option, establish grace periods for other children who are
not experiencing homelessness or in foster care.

(4) Lead Agencies must coordinate with licensing agencies and other relevant State, Territorial,
Tribal, and local agencies to provide referrals and support to help families of children receiving
services during a grace period comply with immunization and other health and safety
requirements;

(i) Prevention of sudden infant death syndrome and use of safe sleeping practices;

(iii) Administration of medication, consistent with standards for parental consent;

(iv) Prevention and response to emergencies due to food and allergic reactions;

(v) Building and physical premises safety, including identification of and protection from
hazards, bodies of water, and vehicular traffic;

(vi) Prevention of shaken baby syndrome, abusive head trauma, and child maltreatment;

(vii) Emergency preparedness and response planning for emergencies resulting from a natural
disaster, or a man-caused event (such as violence at a child care facility), within the meaning of
those terms under section 602(a)(1) of the Robert T. Stafford Disaster Relief and Emergency
Assistance Act (42 U.S.C. 5195a(a)(1)) that shall include procedures for evacuation, relocation,
shelter-in-place and lock down, staff and volunteer emergency preparedness training and
practice drills, communication and reunification with families, continuity of operations, and
accommodation of infants and toddlers, children with disabilities, and children with chronic
medical conditions;

(viii) Handling and storage of hazardous materials and the appropriate disposal of bio
contaminants;

(ix) Appropriate precautions in transporting children, if applicable;

(x) Pediatric first aid and cardiopulmonary resuscitation;

(xi) Recognition and reporting of child abuse and neglect, in accordance with the requirement in
paragraph (e) of this section; and

(xii) May include requirements relating to:

(A) Nutrition (including age-appropriate feeding);

(B) Access to physical activity;

(C) Caring for children with special needs; or

(D) Any other subject area determined by the Lead Agency to be necessary to promote child
development or to protect children's health and safety.

(2) Include minimum health and safety training on the topics above, as described in § 98.44.
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§ 98.42 Enforcement of licensing and health and safety requirements

(a) Each Lead Agency shall certify in the Plan that procedures are in effect to ensure that child
care providers of services for which assistance is made available in accordance with this part,
within the area served by the Lead Agency, comply with all applicable State, local, or tribal
health and safety requirements, including those described in § 98.41.

(b) Each Lead Agency shall certify in the Plan it has monitoring policies and practices applicable
to all child care providers and facilities eligible to deliver services for which assistance is
provided under this part. The Lead Agency shall:

(1) Ensure individuals who are hired as licensing inspectors are qualified to inspect those child
care providers and facilities and have received training in related health and safety requirements
appropriate to provider setting and age of children served. Training shall include, but is not
limited to, those requirements described in § 98.41, and all aspects of the State, Territory, or
Tribe's licensure requirements;

(2) Require inspections of child care providers and facilities, performed by licensing inspectors
(or qualified inspectors designated by the Lead Agency), as specified below:

(i) For licensed child care providers and facilities,

(A) Not less than one pre-licensure inspection for compliance with health, safety, and fire
standards, and

(B) Not less than annually, an unannounced inspection for compliance with all child care
licensing standards, which shall include an inspection for compliance with health and safety,
(including, but not limited to, those requirements described in § 98.41) and fire standards
(inspectors may inspect for compliance with all three standards at the same time); and

(i) For license-exempt child care providers and facilities that are eligible to provide services for
which assistance is made available in accordance with this part, an annual inspection for
compliance with health and safety (including, but not limited to, those requirements described in
§ 98.41), and fire standards;

(iii) Coordinate, to the extent practicable, monitoring efforts with other Federal, State, and local
agencies that conduct similar inspections.

(iv) The Lead Agency may, at its option:

(A) Use differential monitoring or a risk-based approach to design annual inspections, provided
that the contents covered during each monitoring visit is representative of the full complement of
health and safety requirements;

(B) Develop alternate monitoring requirements for care provided in the child's home that are
appropriate to the setting; and

(3) Ensure the ratio of licensing inspectors to such child care providers and facilities is
maintained at a level sufficient to enable the State, Territory, or Tribe to conduct effective
inspections on a timely basis in accordance with the applicable Federal, State, Territory, Tribal,
and local law;

(4) Require child care providers to report to a designated State, Territorial, or Tribal entity any
serious injuries or deaths of children occurring in child care.

(c) For the purposes of this section and § 98.41, Lead Agencies may exclude grandparents,
great grandparents, siblings (if such providers live in a separate residence), aunts, or uncles,
from the term “child care providers.” If the Lead Agency chooses to exclude these providers, the
Lead Agency shall provide a description and justification in the CCDF Plan, pursuant to §
98.16(l), of requirements, if any, that apply to these providers.
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Condition: The CDSS has not established health and safety monitoring procedures to ensure
licensed-exempt providers serving children who receive subsidies comply with all applicable
health and safety requirements.

Review of oversight results issued by the grantor agency identified deficiencies in multiple
health and safety areas for license-exempt providers.

Questioned costs: None
Context: See “Condition.”

Cause: The condition is due to delays in finalizing and implementing a comprehensive health
and safety monitoring process for license-exempt providers. Although CDSS has initiated efforts
to develop monitoring procedures for license-exempt contractors, full implementation is
dependent on statutory and budgetary actions, which have delayed the Department’s ability to
establish, implement, and enforce required health and safety standards, training, and inspection
requirements across all applicable provider types. As a result, controls were not fully designed
or operating to ensure consistent compliance with CCDF health and safety requirements during
the audit period.

Effect: Failure to implement and enforce required health and safety standards increases the
risk that children receiving CCDF-funded services are in environments that do not meet
minimum Federal health and safety requirements. In addition, the lack of consistent monitoring
and enforcement reduces the Department’s ability to detect and remediate noncompliance,
resulting in program-wide noncompliance and increased risk of Federal sanctions or funding
implications.

Repeat finding: Yes — 2024-016

Recommendation: We recommend that CDSS strengthen internal controls over health and
safety compliance by establishing and fully implementing comprehensive health and safety
standards across all applicable provider types, including license-exempt providers. The
Department should also ensure that required pre-service and ongoing training requirements are
clearly defined, implemented, and tracked for all required health and safety topics. In addition,
CDSS should enhance its monitoring and inspection processes to ensure required annual
inspections, including unannounced inspections where applicable, are performed timely and
consistently documented. These actions will help ensure that providers receiving CCDF funds
comply with Federal health and safety requirements, improve the Department’s ability to identify
and correct noncompliance, and strengthen overall program integrity and child safety.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-018 Special Tests and Provisions

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Child Care and Development Block Grant/Child Care
Mandatory and Matching Funds of the Child Care and
Development Fund

State Administering Department: California Department of Social Services (CDSS)

ALN: 93.575, 93.596

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2434CACCDD; October 1, 2023 - September 30, 2026

2434CACCDF; October 1, 2023 - September 30, 2026
2434CACCDM,; October 1, 2023 - September 30, 2025
2534CACCDD; October 1, 2024 - September 30, 2027
2534CACCDF; October 1, 2024 - September 30, 2027
2534CACCDM,; October 1, 2024 - September 30, 2026

Statistically Valid Sample: No, and not intended to be a statistically valid sample
Type of Finding: Significant Deficiency in Internal Control over Compliance
and Noncompliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

§ 200.329 Monitoring and reporting program performance

(a) Monitoring by the recipient and subrecipient

The recipient and subrecipient are responsible for the oversight of the Federal award. The
recipient and subrecipient must monitor their activities under Federal awards to ensure they are
compliant with all requirements and meeting performance expectations. Monitoring by the
recipient and subrecipient must cover each program, function, or activity. See also § 200.332.
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Title 45 — Public Welfare

Subtitle A — Department of Health and Human Services

Subchapter A — General Administration

Part 98 — Child Care and Development Fund

Subpart B — General Application Procedures

§ 98.11 — Administration under contracts and agreements

Lead Agencies have broad authority to administer and operate the CCDF program through
other governmental, nongovernmental, or public or private local agencies; however, the Lead
Agency must retain overall responsibility for the administration of the program and ensure that
administrative and implementation responsibilities undertaken by agencies other than the Lead
Agency are governed by written agreements specifying the mutual roles and responsibilities of
the Lead Agency and other agencies in meeting CCDF requirements.

The approved FFY 2025-2027 CCDF State Plan identifies CDSS as the Lead Agency and
states that activities performed by agencies other than CDSS are governed through written
agreements, including contracts and grant award notifications, that include required elements
such as tasks to be performed, schedules for completing tasks, budgets, and performance
measures. The State Plan further describes CDSS’s monitoring process for contractors,
including standard review instruments, corrective action follow-up, fiscal and program reporting,
and contractor review requirements.

Condition: Audit procedures included testing a sample of 60 CCDF contractors to determine
whether CDSS performed on-site monitoring visits in accordance with the contractor review
cycle specified in the approved State Plan and related monitoring procedures.

Of the 60 contractors tested, 2 contractors did not receive an on-site monitoring visit within the
required review period. Specifically, the contractors had not received an on-site visit within four
years, although the State Plan and related monitoring procedures require contractor reviews to
be performed within a three-year cycle. As a result, CDSS did not consistently perform required
monitoring procedures within the timeframe established for oversight of CCDF contractors.

Questioned costs: None
Context: See “Condition.”

Cause: CDSS did not maintain internal controls that operated with sufficient precision to ensure
all CCDF contractors were scheduled for and received required on-site monitoring visits within
the established review cycle. Specifically, monitoring controls were not designed or performed
at a level sufficient to identify overdue contractor reviews, track the status of required visits, and
ensure timely completion of on-site monitoring for all applicable contractors.

Effect: Failure to perform timely on-site monitoring visits reduces CDSS’s ability to determine
whether contractors are operating in accordance with written agreements, State Plan
requirements, and applicable CCDF program requirements. Untimely monitoring increases the
risk that contractor noncompliance, performance deficiencies, or unsupported program activities
are not identified and corrected promptly, which may affect CDSS’s ability to retain effective
oversight and overall responsibility for the CCDF program.
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Repeat finding: No

Recommendation: We recommend that CDSS strengthen internal controls over CCDF
contractor monitoring by implementing procedures to ensure all contractors are scheduled for
and receive required on-site monitoring visits within the review cycle established in the
approved State Plan and related monitoring procedures. These procedures should include
maintaining a complete monitoring schedule, tracking the date of each contractor’s last review,
identifying upcoming and overdue reviews, and requiring documented supervisory review to
ensure monitoring visits are completed timely.

CDSS should also establish a process to periodically reconcile the monitoring schedule to the
population of active CCDF contractors and promptly follow up on overdue reviews. These
controls should help ensure CDSS performs contractor oversight consistently, documents
compliance with written agreement monitoring requirements, and retains effective responsibility
for CCDF administration.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.

Response to views of responsible officials: We acknowledge CDSS's response regarding
resource constraints, risk-based prioritization, and its interpretation of the "as resources permit"
language in Title 5, California Code of Regulations, Section 18023(b). However, the approved
State Plan and related monitoring procedures in effect during the audit period established a
three-year review cycle for contractor monitoring.

Audit testing identified that 2 of 60 CCDF contractors did not receive an on-site monitoring visit
for more than four years. While CDSS employed a risk-based approach to prioritize monitoring
activities, the required reviews were not completed within the established review cycle for the
contractors identified in our testing.

Accordingly, the finding is based on CDSS's failure to consistently perform monitoring reviews
within the established review cycle and the lack of controls to ensure overdue reviews were
identified, tracked, and completed timely. Therefore, we continue to conclude that the finding is
valid as presented.
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2025-019 Reporting

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Social Services Block Grant

State Administering Department: California Department of Social Services (CDSS)

ALN: 93.667

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2501CASOSR; October 1, 2024 - September 30, 2026
Statistically Valid Sample: No, and not intended to be a statistically valid sample
Type of Finding: Significant Deficiency in Internal Control over Compliance

and Noncompliance
Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

§ 200.302 — Financial management

(b) The recipient's and subrecipient's financial management system must provide for the
following:

(2) Accurate, current, and complete disclosure of the financial results of each Federal award or
program in accordance with the reporting requirements in §§ 200.328 and 200.329.

(3) Maintaining records that sufficiently identify the amount, source, and expenditure of Federal
funds for Federal awards. These records must contain information necessary to identify Federal
awards, authorizations, financial obligations, unobligated balances, as well as assets,
expenditures, income, and interest. All records must be supported by source documentation.
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Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements

Chapter | — Office of Management and Budget Government-Wide Guidance for Federal
Financial Assistance

Part 170 — Reporting Subaward and Executive Compensation Information

Subpart A — General

§ 170.105 Applicability

(a) Applicability in general. This part applies to a Federal agency’s Federal financial assistance
as defined in § 170.300. This part applies to all recipients and subrecipients of Federal awards
who meet the reporting requirements of paragraph (c) of this section, unless exempt under
Federal statute or by paragraph (d) of this section.

Appendix A to Part 170—Award Term

I. Reporting Subawards and Executive Compensation

(a) Reporting of first-tier subawards —

(1) Applicability. Unless the recipient is exempt as provided in paragraph (d) of this award term,
the recipient must report each subaward that equals or exceeds $30,000 in Federal funds for a
subaward to an entity or Federal agency. The recipient must also report a subaward if a
modification increases the Federal funding to an amount that equals or exceeds $30,000. All
reported subawards should reflect the total amount of the subaward.

(2) Reporting Requirements.

(i) The recipient must report each subaward described in paragraph (a)(1) of this award term to
the Federal Funding Accountability and Transparency Act (FFATA) subaward reporting
functionality (formerly FSRS and now reported through SAM.gov) at http://www.fsrs.gov.

(i) For subaward information, report no later than the end of the month following the month in
which the subaward was issued.

(c) Reporting of total compensation of subrecipient executives —

(1) Applicability. Unless a first-tier subrecipient is exempt as provided in paragraph (d) of this
appendix, the recipient must report the executive total compensation of each of the
subrecipient's five most highly compensated executives for the subrecipient's preceding
completed fiscal year, if:

(i) The total Federal funding authorized to date under the subaward equals or exceeds $30,000;
(i) In the subrecipient's preceding fiscal year, the subrecipient received:

(A) 80 percent or more of its annual gross revenues from Federal procurement contracts (and
subcontracts) and Federal awards (and subawards) subject to the Transparency Act; and,

(B) $25,000,000 or more in annual gross revenues from Federal procurement contracts (and
subcontracts), and Federal awards (and subawards) subject to the Transparency Act; and

(iii) The public does not have access to information about the compensation of the executives
through periodic reports filed under section 13(a) or 15(d) of the Securities Exchange Act of
1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of the Internal Revenue Code of 1986 after
receiving this subaward. (To determine if the public has access to the compensation
information, see the U.S. Security and Exchange Commission total compensation filings at
http://www.sec.gov/answers/execomp.htm.)
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(2) Reporting Requirements. Subrecipients must report to the recipient their executive total
compensation described in paragraph (c)(1) of this appendix. The recipient is required to submit
this information to the FFATA subaward reporting functionality (formerly FSRS and now
reported through SAM.gov) at http://www.fsrs.gov no later than the end of the month following
the month in which the subaward was made.

As of March 2025, this functionality has been migrated to SAM.gov, which now serves as the
system of record for FFATA subaward reporting.

Condition: Audit procedures included a review of FFATA subaward submissions for the Social
Services Block Grant reported in SAM.gov and a comparison of those submissions to funding
actions applicable to FY 2024-25. Our testing identified that no subawards were reported within
the required timeframe.

Questioned costs: None
Context: See “Condition.”

Cause: The condition occurred because CDSS has not established an effective, centralized
process to identify, evaluate, track, and report first-tier subawards subject to FFATA across its
federal programs. CDSS did not maintain a complete reporting workflow that links funding
actions, allocation amendments, agreement modifications, subrecipient classifications, and
SAM.gov reporting deadlines. As a result, FFATA reporting relied on manual program-level
processes that did not consistently ensure reportable subawards were identified, supported,
reviewed, and submitted by the required deadline.

Effect: Failure to timely and accurately report FFATA subaward information results in
noncompliance with federal reporting requirements and reduces the transparency and reliability
of publicly available federal spending data. Late, incomplete, or inaccurate reporting limits the
ability of federal agencies, oversight bodies, and the public to determine how federal funds were
passed through to subrecipients. Because similar FFATA deficiencies were identified across
multiple CDSS-administered programs, there is an increased risk that reporting errors may
continue or affect other federal programs unless CDSS implements a department-wide
corrective action.

Repeat finding: No

Recommendation: We recommend that CDSS revise its department-wide FFATA reporting
procedures to address errors resulting from reliance on manual tracking, decentralized
spreadsheets, and program-level processes that do not consistently capture funding actions,
allocation amendments, agreement modifications, reporting deadlines, and SAM.gov
submission status. Revised procedures should require program-specific review of each federal
program’s funding structure and supporting documentation to determine whether agreements,
allocations, amendments, or other funding actions are reportable subawards or procurement
contracts, and whether new or updated FFATA reporting is required.
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CDSS should also require documented review before submission to verify that reported
subrecipient information, award amounts, Assistance Listing numbers, prime award linkages,
and reporting dates agree to underlying award documents, allocation letters, amendments, and
agreements. These controls should help ensure FFATA submissions are accurate, timely,
supported, and aligned with the unique funding structure of each CDSS-administered federal
program.

CDSS should consider utilizing a grant management solution to manage the full grant lifecycle
more efficiently and ensure compliance with federal reporting requirements. The solution should
support centralized tracking of awards, subawards, amendments, reporting deadlines,
supporting documentation, review responsibilities, automated reminders, and submission status.
This would reduce reliance on manual tracking and decentralized spreadsheets, improve
accountability over responsible personnel, and strengthen CDSS’s ability to complete FFATA
reporting accurately and timely.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-020  Eligibility

Federal Agency: U.S. Department of Health and Human Services
Federal Program Title: Medicaid Cluster

State Administering Department: Department of Health Care Services (DHCS)

ALN: 93.775,93.777, 93.778

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2405CA5MAP; July 1, 2024 — September 30, 2024

2405CA5ADM; October 1, 2024 — December 31, 2024
2505CA5MAP; January 1, 2025 — March 31, 2025
2505CA5ADM; April 1, 2025 — June 30, 2025

Statistically Valid Sample: No, and not intended to be a statistically valid sample.
Type of Finding: Significant Deficiency in Internal Control over Compliance
and Noncompliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Per 42 CFR 435.912, state Medicaid agencies must establish and adhere to timeliness and
performance standards for determining and redetermining eligibility. These standards are
intended to ensure that eligibility decisions are made promptly and accurately, and that benefits
are not continued beyond the period of eligibility.
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Condition: Audit procedures included a review of 60 Medicaid beneficiaries associated with
currently eligible participants to evaluate compliance with eligibility requirements, including the
timeliness of redeterminations and the propriety of benefits issued. Based on our testing,
instances of noncompliance were identified related to both the timeliness of eligibility
redeterminations and the appropriateness of benefits paid:

o For eleven of the 60 beneficiaries tested, required eligibility redeterminations were not
completed within the prescribed timeframes.

e For three of the 60 beneficiaries tested, benefits were provided during periods in which
the individuals did not meet eligibility requirements.

These exceptions indicate that controls over the monitoring and completion of required
redeterminations, as well as controls to ensure benefits are issued only to eligible individuals,
were not operating effectively.

Questioned costs: $18,468
Context: See “Condition.”

Cause: The exceptions identified were due to internal controls over the eligibility determination
and redetermination processes not operating with sufficient precision to ensure consistent
compliance with program requirements. Specifically, controls were not performing at a level of
precision necessary to consistently enforce DHCS guidance, ensure timely completion of
required verification procedures, and detect and correct errors through supervisory review. As a
result, inaccuracies in eligibility determinations were not consistently prevented or identified,
contributing to improper enrollment of ineligible beneficiaries.

Effect: Failure to properly determine eligibility and terminate benefits in the eligibility system
may result in individuals receiving improper benefit payments and noncompliance with grant
award terms and conditions.

Repeat finding: Yes — 2024-011

Recommendation: DHCS should enhance its procedures for monitoring and resolving MEDS
alerts, ensuring timely review and action on system-generated discrepancies. Additionally, staff
should receive ongoing training on the importance of accurately updating eligibility requirements
in CalSAWS to ensure the prevention of inappropriate continuation of benefits.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-021 Special Tests and Provisions

Federal Agency: U.S. Department of Health and Human Services
Federal Program Title: Medicaid Cluster

State Administering Department: California Department of Public Health (CDPH)
ALN: 93.775, 93.777,93.778

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2405CA5MAP; July 1, 2024 — September 30, 2024

2405CA5ADM; October 1, 2024 — December 31, 2024
2505CA5MAP; January 1, 2025 — March 31, 2025
2505CA5ADM; April 1, 2025 — June 30, 2025

Statistically Valid Sample: No, and not intended to be a statistically valid sample
Type of Finding: Significant Deficiency in Internal Control over Compliance
and Noncompliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Additionally, per Centers for Medicare and Medicaid Services (CMS) guidance issued in “Admin
Info: 25-03- All” letter dated October 23, 2024, Surveys for Skilled Nursing Facilitates (SNF) and
Intermediate Care Facilities (ICF) surveys should be conducted in the following timeframes:

e Nursing home recertification health surveys are conducted within the maximum time
interval of 15.9 months.

e Active Intermediate care facility for individuals with intellectual disabilities (ICF/IID) that
have been surveyed within the required maximum interval of 15.9 months.



CALIFORNIA STATE AUDITOR
Report 2025-002 | August 2026 | Page 80

STATE OF CALIFORNIA
SCHEDULE OF FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2025

Condition: During our audit procedures, we reviewed sixty surveys related to provider
recertification under the Medicaid program. We identified that thirty Skilled Nursing Facilities and
seventeen Intermediate Care Facilities were not conducted in the required timeframe.

Questioned costs: None
Context: See “Condition.”

Cause: Resource and staffing constraints limited CDPH’s capacity, as the survey agency
supporting DHCS’s Medicaid provider certification process, to conduct all required recertification
surveys within federally mandated timeframes. Consequently, surveys were prioritized based on
risk and need, resulting in some SNF and ICF/IID surveys not being completed within the
required 15.9-month interval.

Effect: Failure to conduct required recertification surveys timely may result in noncompliance
with federal Medicaid provider health and safety requirements and reduces assurance that
participating facilities continue to meet standards for Medicaid participation.

Repeat finding: Yes — 2024-012

Recommendation: DHCS, in coordination with CDPH, should strengthen oversight controls to
ensure timely completion of SNF and ICF/IID surveys. Procedures should include tracking
required survey due dates, monitoring surveys approaching or exceeding the 15.9-month
interval, documenting prioritization decisions when capacity constraints exist, and performing
supervisory review to verify that overdue surveys are identified and remediated timely.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-022 Activities Allowed and Unallowed

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Children’s Health Insurance Program (CHIP) (Not a Major
Program)

State Administering Department: Department of Health Care Services (DHCS)

ALN: 93.767

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2305CA3002; October 1, 2022- September 30, 2024

2405CA5021; October 1, 2023- September 30, 2025
2505CA5021; October 1, 2024- September 30, 2026

Statistically Valid Sample: No, and not intended to be a statistically valid sample
Type of Finding: Significant Deficiency in Internal Control over Compliance
and Noncompliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Condition: Audit procedures included a review of 40 CHIP beneficiaries associated with
currently eligible participants. Of the 40 beneficiaries tested, two were assigned an obsolete aid
code. While the underlying participant eligibility appeared to meet program criteria, the aid code
is a key data element used in determining reimbursement rates. As a result, payments for these
beneficiaries were calculated using an incorrect rate, leading to improper payment amounts.

Questioned costs: $14,910,485 (known costs $1,850)

Context: See “Condition.”
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Cause: The control designed to detect and correct invalid or obsolete aid codes did not operate
at a sufficient level of precision to identify these errors. Specifically, an automated system
interface between CalSAWS and MEDS does not consistently update or prevent the use of
discontinued aid codes.

Effect: Use of obsolete aid codes may result in reimbursement calculations using incorrect
rates, leading to improper payment amounts and noncompliance with federal award terms and
conditions. Because aid codes drive reimbursement rate determinations, control deficiencies
over obsolete or invalid aid codes increase the risk that expenditures are not calculated
accurately or supported by current program requirements.

Repeat finding: Yes — 2024-010

Recommendation: DHCS should strengthen controls over aid code maintenance and
validation to ensure obsolete or invalid aid codes are not used in reimbursement calculations.
Procedures should include periodic reviews of aid code tables, reconciliation of active aid codes
between CalSAWS and MEDS, monitoring of system interface exceptions, and documented
supervisory review to identify and correct obsolete aid codes before payments are calculated.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-023 Eligibility

Federal Agency: U.S. Department of Health and Human Services

Federal Program Title: Children’s Health Insurance Program (CHIP) (Not a Major
Program)

State Administering Department: Department of Health Care Services (DHCS)

ALN: 93.767

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 2305CA3002; October 1, 2022- September 30, 2024

2405CA5021; October 1, 2023- September 30, 2025
2505CA5021; October 1, 2024- September 30, 2026

Statistically Valid Sample: No, and not intended to be a statistically valid sample
Type of Finding: Significant Deficiency in Internal Control over Compliance
and Noncompliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Additionally:
e 42 CFR §435.916(a)(1) requires annual redeterminations every 12 months.
e 42 CFR §457.320 and §457.340 require accurate and timely eligibility determinations for
CHIP.
e 42 CFR §435.912(c)(3) requires processing of nondisability applications within 45 days.
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Condition: Audit procedures included a review of 40 CHIP beneficiaries associated with current
eligible participants. Of the 40 participants reviewed:

e For eight of the 40 beneficiaries tested, required eligibility redeterminations were not
completed within the prescribed timeframes.

e Three beneficiaries received benefits despite not meeting eligibility requirements during
the period the benefits were provided.

o One beneficiary had an eligibility determination that exceeded the required 45-day
processing timeframe.

Questioned costs: $2,827
Context: See “Condition.”

Cause: The exceptions identified were due to internal controls over the eligibility determination
and redetermination processes not operating with sufficient precision to ensure consistent
compliance with program requirements. Specifically, controls were not performing at a level of
precision necessary to consistently enforce DHCS guidance, ensure timely completion of
required verification procedures, and detect and correct errors through supervisory review. As a
result, inaccuracies in eligibility determinations were not consistently prevented or identified,
contributing to improper enrollment of ineligible beneficiaries.

Effect: Failure to properly determine eligibility and terminate benefits in the eligibility system
may result in individuals receiving improper benefit payments and noncompliance with grant
award terms and conditions.

Repeat finding: No

Recommendation: DHCS should strengthen controls over eligibility determinations and
redeterminations to ensure applications, redeterminations, and case updates are completed
within required timeframes and that benefits are discontinued when eligibility requirements are
no longer met. Procedures should include monitoring overdue redeterminations, resolving
MEDS and CalSAWS alerts timely, documenting supervisory review of exception reports, and
providing refresher training on timely eligibility processing and case closure requirements.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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Federal Emergency Management Agency

2025-024 Period of Performance

Federal Agency: Federal Emergency Management Agency

Federal Program Title: Disaster Grants - Public Assistance

State Administering Department: Governor’s Office of Emergency Services

ALN: 97.036

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 4856DRCAP00000001; January 7, 2025 — January 9,
2029

Statistically Valid Sample: No, and not intended to be a statistically valid sample

Type of Finding: Significant Deficiency in Internal Control over Compliance

Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Additionally, 2 CFR 200.77 defines the period of performance as the time during which the non-
Federal entity may incur new obligations to carry out the work authorized under the Federal
award and requires that the Federal awarding agency or pass-through entity include the start
and end dates of the period of performance in the Federal award. Effective internal controls
should ensure that compliance with applicable requirements is achieved throughout the defined
period of performance, beginning on the award start date.

Condition: For awards with period of performance start dates occurring during the fiscal year,
audit procedures included testing transactions recorded in the general ledger during the initial
month of the award. We tested a sample of seven transactions totaling $23,576. Our testing
identified one transaction, totaling $9,852, for which costs were incurred prior to the beginning of
the period of performance. Specifically, the award period began on January 7, 2025; however,
the associated costs were incurred between January 3 and January 6, 2025.
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Questioned costs: None
Context: See “Condition.”

Cause: Controls over the review of expenditures at the start of the period of performance were
not operating with sufficient precision to ensure that only allowable costs incurred on or after the
award start date were charged to the appropriate Federal award. Specifically, management did
not consistently apply procedures to verify that expenditures were recorded to the correct grant
and within the applicable period of performance, resulting in the misclassification of pre-award
costs to the grant.

Effect: Ineffective internal controls may result in questioned costs and noncompliance with the
terms of the grant.

Repeat finding: No

Recommendation: The Department should strengthen controls over grant accounting by
implementing procedures to ensure that expenditures are both charged to the correct grant and
incurred within the applicable period of performance. This should include establishing controls to
verify grant coding and transaction dates prior to posting or reimbursement, as well as
enhancing supervisory review processes to detect and prevent misclassification of expenditures
and the recording of unallowable pre-award costs. Additionally, the Department should provide
training to personnel responsible for grant accounting on proper grant coding and period-of-
performance requirements.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-025 Reporting

Federal Agency: Federal Emergency Management Agency

Federal Program Title: Disaster Grants - Public Assistance

State Administering Department: Governor’s Office of Emergency Services

ALN: 97.036

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 4407DRCAP00000001; November 12, 2018 — September
30, 2022
4431DRCAPO00000001; May 1, 2019 — September 30,
2022
4482DRCAP00000001; January 20, 2020 — September 30,
2025
4558DRCAP00000001; August 24, 2021 — September 30,
2025
4683DRCAP00000001; December 27, 2022 — September
30, 2025
4699DRCAPOQ00000001; April 3, 2023 — September 30,
2025
4750DRCAP00000001; August 19, 2023 — September 30,
2025
4769DRCAP00000001; January 31, 2024 — September 30,
2025

Statistically Valid Sample: No, and not intended to be a statistically valid sample

Type of Finding: Significant Deficiency in Internal Control over Compliance

and Noncompliance
Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).
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§ 200.302 - Financial management

(b) The recipient's and subrecipient's financial management system must provide for the
following:

(2) Accurate, current, and complete disclosure of the financial results of each Federal award or
program in accordance with the reporting requirements in §§ 200.328 and 200.329.

(3) Maintaining records that sufficiently identify the amount, source, and expenditure of Federal
funds for Federal awards. These records must contain information necessary to identify Federal
awards, authorizations, financial obligations, unobligated balances, as well as assets,
expenditures, income, and interest. All records must be supported by source documentation.

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements

Chapter | — Office of Management and Budget Government-Wide Guidance for Federal
Financial Assistance

Part 170 — Reporting Subaward and Executive Compensation Information

Subpart A — General

§ 170.105 Applicability

(a) Applicability in general. This part applies to a Federal agency’s Federal financial assistance
as defined in § 170.300. This part applies to all recipients and subrecipients of Federal awards
who meet the reporting requirements of paragraph (c) of this section, unless exempt under
Federal statute or by paragraph (d) of this section.

Appendix A to Part 170—Award Term

I. Reporting Subawards and Executive Compensation

(a) Reporting of first-tier subawards —

(1) Applicability. Unless the recipient is exempt as provided in paragraph (d) of this award term,
the recipient must report each subaward that equals or exceeds $30,000 in Federal funds for a
subaward to an entity or Federal agency. The recipient must also report a subaward if a
modification increases the Federal funding to an amount that equals or exceeds $30,000. All
reported subawards should reflect the total amount of the subaward.

(2) Reporting Requirements.

(i) The recipient must report each subaward described in paragraph (a)(1) of this award term to
the Federal Funding Accountability and Transparency Act (FFATA) subaward reporting
functionality (formerly FSRS and now reported through SAM.gov) at http://www.fsrs.gov.

(ii) For subaward information, report no later than the end of the month following the month in
which the subaward was issued.

(c) Reporting of total compensation of subrecipient executives —

(1) Applicability. Unless a first-tier subrecipient is exempt as provided in paragraph (d) of this
appendix, the recipient must report the executive total compensation of each of the
subrecipient's five most highly compensated executives for the subrecipient's preceding
completed fiscal year, if:

(i) The total Federal funding authorized to date under the subaward equals or exceeds $30,000;
(i) In the subrecipient's preceding fiscal year, the subrecipient received:

(A) 80 percent or more of its annual gross revenues from Federal procurement contracts (and
subcontracts) and Federal awards (and subawards) subject to the Transparency Act; and,

(B) $25,000,000 or more in annual gross revenues from Federal procurement contracts (and
subcontracts), and Federal awards (and subawards) subject to the Transparency Act; and
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(iii) The public does not have access to information about the compensation of the executives
through periodic reports filed under section 13(a) or 15(d) of the Securities Exchange Act of
1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of the Internal Revenue Code of 1986 after
receiving this subaward. (To determine if the public has access to the compensation
information, see the U.S. Security and Exchange Commission total compensation filings at
http://www.sec.gov/answers/execomp.htm.)

(2) Reporting Requirements. Subrecipients must report to the recipient their executive total
compensation described in paragraph (c)(1) of this appendix. The recipient is required to submit
this information to the FFATA subaward reporting functionality (formerly FSRS and now
reported through SAM.gov) at http://www.fsrs.gov no later than the end of the month following
the month in which the subaward was made.

As of March 2025, this functionality has been migrated to SAM.gov, which now serves as the
system of record for FFATA subaward reporting.

Condition: Audit procedures included testing 60 FFATA reporting submissions related to
subrecipients to evaluate compliance with federal reporting requirements and the design and
implementation of internal controls over the FFATA reporting process. Our testing identified that
FFATA reports for 36 of the 60 subrecipients were not submitted timely in accordance with
federal requirements. While the reports were ultimately complete and accurate, controls over
the reporting process were not performed with sufficient precision to ensure timely submission.

Questioned costs: None
Context: See “Condition.”

Cause: During the fiscal year, the Department revised its procedures for performing FFATA
reporting; however, the updated procedures and related controls were not consistently
implemented across all subrecipient reporting activities. As a result, certain reports were
processed outside of the revised control framework, contributing to delays in timely submission.

Effect: The lack of established procedures and internal controls for FFATA reporting resulted in
noncompliance, with 36 out of 60 subrecipients not reported timely as required.

Repeat finding: Yes — 2024-020

Recommendation: The Department should strengthen controls over FFATA reporting by
ensuring that revised procedures are fully implemented and consistently applied to all
subrecipient reporting activities. This should include establishing clear protocols to identify all
reports subject to FFATA requirements, monitoring compliance with reporting deadlines, and
performing periodic reviews to verify that controls are operating with sufficient precision to
ensure timely submission. Additionally, the Department should provide training and
communication to relevant personnel on updated procedures and implement supervisory review
controls to detect and remediate untimely filings.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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2025-026 Special Tests and Provisions

Federal Agency: Federal Emergency Management Agency

Federal Program Title: Disaster Grants - Public Assistance

State Administering Department: Governor’s Office of Emergency Services

ALN: 97.036

Pass-Through Agency: N/A

Pass-Through Number(s): N/A

Award Number and Period: 4699DRCAP00000001; April 3, 2023 — September 30,
2025

Statistically Valid Sample: No, and not intended to be a statistically valid sample

Type of Finding: Significant Deficiency in Internal Control over Compliance

and Noncompliance
Criteria or specific requirement:

Title 2 — Federal Financial Assistance

Subtitle A — Office of Management and Budget Guidance for Grants and Agreements.

Chapter Il — Office of Management and Budget Guidance.

Part 200 — Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards.

Subpart D — Post Federal Award Requirements.

§ 200.303 - Internal controls (2 CFR 200.303):

The recipient and subrecipient must:

(a) Establish and maintain effective internal control over the Federal award that provides
reasonable assurance that the non-Federal entity is managing the Federal award in compliance
with Federal statutes, regulations, and the terms and conditions of the Federal award. These
internal controls should be in compliance with guidance in “Standards for Internal Control in the
Federal Government” issued by the Comptroller General of the United States or the “Internal
Control Integrated Framework,” issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Title 44 — Emergency Management and Assistance, §206.205 (Payment of Claims), requires
that for large projects, the subrecipient must account for actual eligible costs and certify that:

Costs were incurred for eligible work

Work was completed in accordance with the approved scope

The project complied with the FEMA-State Agreement and grant conditions

Payments were made in accordance with applicable requirements

For small projects, the subrecipient must certify completion of the approved scope of work
through a Small Project Completion Certification.

Additionally, 2 CFR §200.303 (Internal Controls) requires the entity to establish and maintain
effective internal controls to ensure compliance with Federal statutes, regulations, and grant
terms.
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Condition: During audit procedures, we tested a sample of 14 large FEMA Public Assistance
projects. We identified one instance in which a project was incorrectly classified as a small
project and was paid without the required large project reimbursement request and supporting
validation.

Questioned costs: None
Context: See “Condition.”

Cause: The error resulted from the incorrect application of FEMA’s large project threshold, as
the control over project classification did not operate with sufficient precision to ensure the
appropriate threshold was applied. Specifically, the project, totaling $1,044,653.84, exceeded
the applicable 2023 large project threshold of $1,000,000; however, it was evaluated using the
2025 threshold of $1,062,900 based on the obligation date. Due to the lack of precision in the
control, this error was not identified during review, resulting in the improper classification and
processing of the project.

Effect: A lack of precision of the controls to properly classify and process the project in
accordance with FEMA requirements may result in noncompliance with federal grant provisions
and inadequate oversight of project costs and reimbursements.

Repeat finding: No

Recommendation: The Department should strengthen its controls and procedures to ensure
projects are classified using the correct FEMA large project thresholds. This should include
implementing a review control to verify threshold applicability based on the appropriate timing
criteria and ensuring that all required documentation, including reimbursement requests and
validations, is completed prior to payment.

Views of responsible officials: Management's response is reported in “Management’s
Response and Corrective Action Plan” included in a separate section at the end of this report.
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See accompanying notes to Schedule of Expenditures of Federal Awards.

Federal Pass-Through
Assistance Entity Total
Federal Grantor/Pass-Through Grantor/ Listing Identifying Federal Provided to
Program or Cluster Title Number Number Expenditures Subrecipients
U.S. Department of Agriculture
Agricultural Research Basic and Applied Research 10.001 12,261 -
Plant and Animal Disease, Pest Control, and Animal Care 10.025 84,561,661 15,836,298
Inspection Grading and Standardization 10.162 12,838 -
Market Protection and Promotion 10.163 3,422,765 -
Specialty Crop Block Grant Program - Farm Bill 10.170 25,261,396 21,914,463
COVID-19 - Specialty Crop Block Grant Program - Farm Bill 10.170 8,498,946 6,714,247
Total Specialty Crop Block Grant Program - Farm Bill 33,760,342 28,628,710
Organic Certification Cost Share Programs 10.171 1,984,482 -
COVID-19 - Pandemic Relief Activities: Local Food Purchase Agreements with States, Tribes, and 10.182 24,046,720 24,046,720
Local Food for Schools Cooperative Agreement Program 10.185 4,274,061 4,274,061
The Emergency Food Assistance Program (TEFAP) Commodity Credit Corporation Eligible Recipient 10.187 6,068,656 6,068,656
COVID-19 - Resilient Food System Infrastructure Program 10.190 9,665,293 8,819,895
Commodity Credit Corporation (CCC) Funding to Alleviate Emergency Supply Chain Disruption in the 10.194 5,412,799 5,389,597
Gus Schumacher Nutrition Incentive Program 10.331 7,751,959 7,554,072
Food Safety Cooperative Agreements 10.479 46,364 -
Supplemental Nutrition Assistance Program (SNAP) Employment and Training (E&T) Data and 10.537 260,183 -
Child Nutrition-Technology Innovation Grant 10.541 639,161 -
WIC Special Supplemental Nutrition Program for Women, Infants, and Children 10.557 1,200,350,067 302,921,392
Child and Adult Care Food Program 10.558 631,110,965 626,789,905
State Administrative Expenses for Child Nutrition 10.560 48,467,116 -
WIC Farmers' Market Nutrition Program (FMNP) 10.572 1,908,314 63,471
Team Nutrition Grants 10.574 16,764 -
Farm to School Grant Program 10.575 2,341 -
Senior Farmers Market Nutrition Program 10.576 1,460,287 42,970
COVID-19 - Senior Farmers Market Nutrition Program 10.576 912,397 630,794
Total Senior Farmers Market Nutrition Program 2,372,684 673,764
WIC Grants To States (WGS) 10.578 16,638 16,638
Child Nutrition Discretionary Grants Limited Availability 10.579 1,288,692 1,288,692
Farm to School State Formula Grant 10.645 320,562 -
Summer Electronic Benefit Transfer Program for Children 10.646 645,783,953 -
Pandemic EBT Administrative Costs 10.649 (3,677) (3,677)
COVID-19 - Pandemic EBT Administrative Costs 10.649 38,946,581 -
Total Pandemic EBT Administrative Costs 38,942,904 (3,677)
Cooperative Forestry Assistance 10.664 10,135,515 3,397,472
Urban and Community Forestry Program 10.675 1,086,522 783,713
Forest Legacy Program 10.676 31,032 28,000
Forest Stewardship Program 10.678 77,796 72,892
Forest Health Protection 10.680 91,082 27,515
Good Neighbor Authority 10.691 969,096 339,680
Watershed Restoration and Enhancement Agreement Authority 10.693 221,993 -
State & Private Forestry Cooperative Fire Assistance 10.698 2,608,933 1,371,062
Partnership Agreements 10.699 67,205 -
Inflation Reduction Act Urban & Community Forestry Program 10.727 880,755 -
Inflation Reduction Act - Forest Legacy Program 10.734 23,804 22,420
Environmental Quality Incentives Program 10.912 235,223 235,223
Total Excluding Clusters 2,768,929,501 1,038,646,171
Child Nutrition Cluster
School Breakfast Program 10.553 704,789,261 704,789,261
National School Lunch Program 10.555 1,941,193,150 1,941,193,150
COVID-19 - National School Lunch Program 10.555 (1,083,864) (1,083,864)
National School Lunch Program (Noncash) 10.555 258,991,689 258,991,689
Total National School Lunch Program 2,199,100,975 2,199,100,975
Special Milk Program for Children 10.556 84,760 84,760
Summer Food Service Program for Children 10.559 11,492,379 10,378,921
Fresh Fruit and Vegetable Program 10.582 15,594,372 15,594,372
Total Child Nutrition Cluster 2,931,061,747 2,929,948,289
Food Distribution Cluster
Commodity Supplemental Food Program 10.565 11,499,063 10,756,489
Commodity Supplemental Food Program (Noncash) 10.565 38,759,440 -
Total Commodity Supplemental Food Program 50,258,503 10,756,489
Emergency Food Assistance Program (Administrative Costs) 10.568 21,029,882 20,309,952
Emergency Food Assistance Program (Food Commodities) (Noncash) 10.569 210,325,316 -
Total Food Distribution Cluster 281,613,701 31,066,441
Schools and Roads Cluster
Schools and Roads - Grants to States 10.665 11,143,993 11,143,993
Total Schools and Roads Cluster 11,143,993 11,143,993
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Federal Pass-Through
Assistance Entity Total
Federal Grantor/Pass-Through Grantor/ Listing Identifying Federal Provided to
Program or Cluster Title Number Number Expenditures Subrecipients
U.S. Department of Agriculture, continued
Research and Development Cluster
Plant and Animal Disease, Pest Control, and Animal Care 10.025 216,593 216,593
Wildlife Services 10.028 65,021 -
Specialty Crop Block Grant Program - Farm Bill 10.170 13,293,929 12,575,163
COVID-19 - Specialty Crop Block Grant Program - Farm Bill 10.170 2,496,689 1,926,126
Total Specialty Crop Block Grant Program - Farm Bill 15,790,618 14,501,289
Partnership Agreements 10.699 89,222 -
Total Research and Development Cluster 16,161,454 14,717,882
SNAP Cluster
Supplemental Nutrition Assistance Program (SNAP) (Noncash) 10.551 12,537,143,370 -
State Administrative Matching Grants for the Supplemental Nutrition Assistance Program 10.561 1,463,266,210 1,332,250,262
COVID-19 - State Administrative Matching Grants for the Supplemental Nutrition Assistance Program 10.561 803,213 803,213
Total State Administrative Matching Grants for the Supplemental Nutrition Assistance Program 1,464,069,423 1,333,053,475
Total SNAP Cluster 14,001,212,793 1,333,053,475
Total U.S. Department of Agriculture 20,010,123,189 5,358,576,251
U.S. Department of Commerce
State Digital Equity Planning and Capacity Grant 11.032 780,497 -
Broadband Equity, Access, and Deployment Program 11.035 7,392,752 -
Coastal Zone Management Administration Awards 11.419 2,680,440 -
Coastal Zone Management Estuarine Research Reserves 11.420 1,437,540 1,105,852
Regional Fishery Management Councils 11.441 194,308 -
Unallied Management Projects 11.454 759,857 -
Habitat Conservation 11.463 6,536,851 6,536,851
Meteorologic and Hydrologic Modernization Development 11.467 645,025 -
Office for Coastal Management 11.473 6,641,122 6,330,140
Marine Debris Program 11.U01 (8) -
Total Excluding Clusters 27,068,384 13,972,843
Economic Development Cluster
Economic Adjustment Assistance 11.307 155,249 -
Total Economic Development Cluster 155,249 -
Research and Development Cluster
Interjurisdictional Fisheries Act of 1986 11.407 333,227 -
Pacific Coast Salmon Recovery Pacific Salmon Treaty Program 11.438 17,950,404 14,787,297
Unallied Management Projects 11.454 254,391 -
Unallied Science Program 11.472 1,760,429 -
Total Research and Development Cluster 20,298,451 14,787,297
Total U.S. Department of Commerce 47,522,084 28,760,140
U.S. Department of Defense
Community Economic Adjustment Assistance for Responding to Threats to the Resilience of a Military 12.003 19,560 -
STARBASE Program 12.020 3,625,730 -
Payments to States in Lieu of Real Estate Taxes 12.112 97,665 97,665
State Memorandum of Agreement Program for the Reimbursement of Technical Services 12.113 14,049,425 -
Basic and Applied Scientific Research 12.300 45,683 -
National Guard Military Operations and Maintenance (O&M) Projects 12.401 94,505,623 -
National Guard ChalleNGe Program 12.404 24,361,547 -
Community Investment 12.600 328,253 328,253
Community Economic Adjustment Assistance for Compatible Use and Joint Land Use Studies 12.610 314,914 314,914
Economic Adjustment Assistance for State Governments 12.617 525,458 240,808
Air Force Defense Research Sciences Program 12.800 (1,893) -
Other - U.S. Department of Defense 12.U02 1,652,816 -
Total Excluding Clusters 139,524,781 981,640
Total U.S. Department of Defense 139,524,781 981,640

See accompanying notes to Schedule of Expenditures of Federal Awards.
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See accompanying notes to Schedule of Expenditures of Federal Awards.

Federal Pass-Through
Assistance Entity Total
Federal Grantor/Pass-Through Grantor/ Listing Identifying Federal Provided to
Program or Cluster Title Number Number Expenditures Subrecipients
U.S. Department of Housing and Urban Development
Manufactured Housing 14.171 223,580 -
Community Development Block Grants/State's Program and Non-Entitlement Grants in Hawaii 14.228 202,112,687 181,270,346
COVID-19 - Community Development Block Grants/State's Program and Non-Entitlement Grants in 14.228 35,425,162 35,007,998
Total Community Development Block Grants/State's Program and Non-Entitlement Grants in 237,537,849 216,278,344
Hawaii
Emergency Solutions Grant Program 14.231 13,224,640 12,229,674
COVID-19 - Emergency Solutions Grant Program 14.231 3,750,219 2,699,775
Total Emergency Solutions Grant Program 16,974,859 14,929,449
Home Investment Partnerships Program 14.239 33,861,734 22,624,083
Housing Opportunities for Persons with AIDS 14.241 3,408,511 3,249,675
Housing Trust Fund 14.275 96,367,055 89,405,079
Fair Housing Assistance Program 14.401 2,678,949 -
Lead Hazard Reduction Demonstration Grant Program 14.905 601,130 551,376
Total Excluding Clusters 391,653,667 347,038,006
Community Development Block Grant Disaster Recovery Grants Cluster (CDBR-DR)
National Disaster Resilience Competition 14.272 13,966,864 13,927,731
Total Community Development Block Grant Disaster Recovery Grants Cluster (CDBR-DR) 13,966,864 13,927,731
Total U.S. Department of Housing and Urban Development 405,620,531 360,965,737
U.S. Department of the Interior
Good Neighbor Authority 15.015 59,325 -
Energy Community Revitalization Program (ECRP) 15.018 13,938,486 -
Earth Mapping Resources Initiative 15.073 188,775 -
Invasive and Noxious Plant Management 15.230 3,453 -
Southern Nevada Public Land Management 15.235 88,136 -
Environmental Quality and Protection 15.236 71,195 -
Federal Oil and Gas Royalty Management State and Tribal Coordination 15.427 1,601,306 -
Geothermal Resources 15.434 4,847,537 4,847,537
Minerals Leasing Act 15.437 33,242,183 33,242,183
Central Valley Improvement Act, Title XXXIV 15.512 1,163,021 -
Fish and Wildlife Coordination Act 15.517 40,797,916 -
Recreation Resources Management 15.524 137,623 -
Aquatic Ecosystem Restoration Program 15.580 20,966 -
Fish and Aquatic Conservation - Aquatic Invasive Species 15.608 (1,138) -
Coastal Wetlands Planning, Protection and Restoration 15.614 4,175,231 4,175,231
Cooperative Endangered Species Conservation Fund 15.615 10,619,053 -
Clean Vessel Act 15.616 2,544,722 445,723
Sportfishing and Boating Safety Act 15.622 250,473 250,473
Coastal 15.630 96,893 -
Partners for Fish and Wildlife 15.631 61,561 -
State Wildlife Grants 15.634 90,704 -
Central Valley Project Improvement Act (CVPIA) 15.648 215,462 -
Endangered Species Recovery Implementation 15.657 (95) -
Endangered Species Conservation-Wolf Livestock Loss Compensation and Prevention 15.666 27,590 -
U.S. Geological Survey Research and Data Collection 15.808 83,736 -
National Cooperative Geologic Mapping 15.810 385,930 -
National Geological and Geophysical Data Preservation 15.814 1,616 -
National Geospatial Program: Building The National Map 15.817 978,800 -
Historic Preservation Fund Grants-In-Aid 15.904 1,533,999 265,000
Outdoor Recreation Acquisition, Development and Planning 15.916 12,427,556 11,644,983
Redwood National Park Cooperative Management with the State of California 15.937 215,569 -
Heritage Partnership 15.939 187,122 -
Natural Resource Stewardship 15.944 894,745 -
Other - U.S. Department of the Interior 15.U03 1,554,489 -
Total Excluding Clusters 132,503,940 54,871,130
Fish and Wildlife Cluster
Sport Fish Restoration 15.605 1,504,853 845,102
Wildlife Restoration and Basic Hunter Education and Safety 15.611 1,141,520 -
Total Fish and Wildlife Cluster 2,646,373 845,102
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U.S. Department of the Interior, continued
Research and Development Cluster
Zoonotic Disease Initiative 15.069 $ 87,916 -
Central Valley Improvement Act, Title XXXIV 15.512 4,726,921 -
Fish and Wildlife Coordination Act 15.517 5,729,117 16,250
Central Valley, Trinity River Division, Trinity River Fish and Wildlife Management 15.532 883,630 -
San Joaquin River Restoration 15.555 635,432 -
Sport Fish Restoration 15.605 15,338,639 135,218
Fish and Aquatic Conservation - Aquatic Invasive Species 15.608 97,940 -
Wildlife Restoration and Basic Hunter Education and Safety 15.611 32,869,991 11,771
Cooperative Endangered Species Conservation Fund 15.615 3,304,550 2,746,905
Enhanced Hunter Education and Safety 15.626 90,348 -
State Wildlife Grants 15.634 3,067,507 543,249
Endangered Species Recovery Implementation 15.657 5,069 -
Prescott Marine Mammal Rescue Assistance 15.683 26,900 -
White-nose Syndrome National Response Implementation 15.684 16,009 -
Total Research and Development Cluster 66,879,969 3,453,393

Total U.S. Department of the Interior 202,030,282 59,169,625

U.S. Department of Justice
Law Enforcement Assistance Narcotics and Dangerous Drugs Laboratory Analysis 16.001 546,039 -
Sexual Assault Services Formula Program 16.017 1,866,963 1,866,963
Comprehensive Forensic DNA Analysis Grant Program 16.036 249,899 -
Veterans Treatment Court Discretionary Grant Program 16.043 492,891 226,352
Khalid Jabara and Heather Heyer NO HATE Act 16.048 2,281,222 151,099
Services for Trafficking Victims 16.320 5,099 -
Antiterrorism Emergency Reserve 16.321 1,139,318 1,139,318
Juvenile Justice and Delinquency Prevention 16.540 1,419,218 1,350,677
National Criminal History Improvement Program (NCHIP) 16.554 3,127,939 -
Crime Victim Assistance 16.575 178,668,820 171,483,636
Crime Victim Compensation 16.576 31,031,661 -
Treatment Court Discretionary Grant Program 16.585 1,294,132 112,999
Violence Against Women Formula Grants 16.588 13,410,340 11,858,324
Residential Substance Abuse Treatment for State Prisoners 16.593 1,809,458 1,663,462
State Criminal Alien Assistance Program 16.606 45,973,493 -
Bulletproof Vest Partnership Program 16.607 1,218,295 1,218,295
Project Safe Neighborhoods 16.609 115 -
Pass-Through from The Western States Information Network (BI)

Regional Information Sharing Systems 16.610 15PBJA-24-GG- 789,285 -
PREA Program: Strategic Support for PREA Implementation 16.735 155,034 155,034
Edward Byrne Memorial Justice Assistance Grant Program 16.738 15,080,309 14,366,724
DNA Backlog Reduction Program 16.741 818,816 -
Paul Coverdell Forensic Sciences Improvement Grant Program 16.742 3,303,017 3,086,479
Criminal and Juvenile Justice and Mental Health Collaboration Program 16.745 131,698 -
Support for Adam Walsh Act Implementation Grant Program 16.750 84,216 17,580
Harold Rogers Prescription Drug Monitoring Program 16.754 1,834,641 -
John R. Justice Prosecutors and Defenders Incentive Act 16.816 698,380 -
Postconviction Testing of DNA Evidence 16.820 1,119,613 1,114,996
Comprehensive Opioid, Stimulant, and other Substances Use Program 16.838 10,420 -
STOP School Violence 16.839 845,891 353,832
Equitable Sharing Program 16.922 211,258 -
Other - Department of Justice 16.U04 948,239 -

Total Excluding Clusters 310,565,719 210,165,770

Total U.S. Department of Justice 310,565,719 210,165,770
U.S. Department of Labor
Labor Force Statistics 17.002 7,229,906 -
Compensation and Working Conditions 17.005 748,063 -
Unemployment Insurance 17.225 7,504,483,791 -
COVID-19 - Unemployment Insurance 17.225 28,384,499 -

Total Unemployment Insurance 7,532,868,290 -
Senior Community Service Employment Program 17.235 6,714,676 6,331,021
Trade Adjustment Assistance 17.245 629,435 -
Workforce Data Quality Initiative (WDQI) 17.261 2 -
H-1B Job Training Grants 17.268 612,156 -
Reentry Employment Opportunities 17.270 1,805,571 -
Work Opportunity Tax Credit Program (WOTC) 17.271 2,873,019 -
Temporary Labor Certification for Foreign Workers 17.273 2,138,830 -
WIOA National Dislocated Worker Grants / WIA National Emergency Grants 17.277 16,386,597 15,673,500
Registered Apprenticeship 17.285 1,276,017 1,216,445
Occupational Safety and Health State Program 17.503 28,728,057 -
Consultation Agreements 17.504 5,935,299 -

Total Excluding Clusters 7,607,945,918 23,220,966

See accompanying notes to Schedule of Expenditures of Federal Awards.
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U.S. Department of Labor, continued
Employment Service Cluster
Employment Service/Wagner-Peyser Funded Activities 17.207 $ 85,377,103 2,369,780
Jobs for Veterans State Grants 17.801 16,529,779 -
Total Employment Service Cluster 101,906,882 2,369,780
WIOA Cluster
WIOA Adult Program 17.258 140,315,694 137,006,784
WIOA Youth Activities 17.259 134,177,118 116,839,417
WIOA Dislocated Worker Formula Grants 17.278 138,861,011 121,598,106
Total WIOA Cluster 413,353,823 375,444,307
Total U.S. Department of Labor 8,123,206,623 401,035,053
U.S. Department of Transportation
Highway Planning and Construction 20.205 5,781,686,553 1,461,517,887
COVID-19 - Highway Planning and Construction 20.205 89,964,582 29,148,855
Total Highway Planning and Construction 5,871,651,135 1,490,666,742
Highway Training and Education 20.215 1,023 -
Recreational Trails Program 20.219 3,360,112 3,116,143
Fuel Tax Evasion-Intergovernmental Enforcement Effort 20.240 113,324 -
ARRA - High-Speed Rail Corridors and Intercity Passenger Rail Service — Capital Assistance Grants 20.319 1,100,000 -
High-Speed Rail Corridors and Intercity Passenger Rail Service — Capital Assistance Grants 20.319 32,740,478 -
Total High-Speed Rail Corridors and Intercity Passenger Rail Service — Capital Assistance Grants 33,840,478 -
Consolidated Rail Infrastructure and Safety Improvements 20.325 95,647 -
Federal-State Partnership for Intercity Passenger Rail 20.326 1,436,333 -
Metropolitan Transportation Planning and State and Non-Metropolitan Planning and Research 20.505 17,516,263 17,435,113
Formula Grants for Rural Areas and Tribal Transit Program 20.509 46,421,275 42,959,153
COVID-19 - Formula Grants for Rural Areas and Tribal Transit Program 20.509 20,083,377 15,246,611
Total Formula Grants for Rural Areas and Tribal Transit Program 66,504,652 58,205,764
Paul S. Sarbanes Transit in the Parks 20.520 101,622 -
Rail Fixed Guideway Public Transportation System State Safety Oversight Formula Grant Program 20.528 6,296,008 -
Minimum Penalties for Repeat Offenders for Driving While Intoxicated 20.608 38,605,680 30,510,334
Incentive Grant Program to Prohibit Racial Profiling 20.611 183,974 86,023
National Highway Traffic Safety Administration (NHTSA) Discretionary Safety Grants and Cooperative 20.614 775,000 -
Pipeline Safety Program State Base Grant 20.700 12,856,192 -
Interagency Hazardous Materials Public Sector Training and Planning Grants 20.703 1,380,072 213,054
PHMSA Pipeline Safety Underground Natural Gas Storage Grant 20.725 1,373,664 -
National Infrastructure Investments 20.933 10,467,734 -
Strengthening Mobility and Revolutionizing Transportation (SMART) Grants Program 20.941 170,237 -
Total Excluding Clusters 6,066,729,150 1,600,233,173
FMCSA Cluster
Motor Carrier Safety Assistance 20.218 28,327,609 -
Motor Carrier Safety Assistance High Priority Activities Grants and Cooperative Agreements 20.237 590,915 -
Total FMCSA Cluster 28,918,524 -
Transit Services Programs Cluster
Enhanced Mobility of Seniors and Individuals with Disabilities 20.513 17,432,559 15,976,745
COVID-19 - Enhanced Mobility of Seniors and Individuals with Disabilities 20.513 206,743 206,743
Total Enhanced Mobility of Seniors and Individuals with Disabilities 17,639,302 16,183,488
Total Transit Services Programs Cluster 17,639,302 16,183,488
Federal Transit Cluster
Buses and Bus Facilities Formula, Competitive, and Low or No Emissions Programs 20.526 10,787,645 5,894,834
Total Federal Transit Cluster 10,787,645 5,894,834
Highway Safety Cluster
State and Community Highway Safety 20.600 46,359,808 26,802,672
National Priority Safety Programs 20.616 35,316,513 20,335,725
Total Highway Safety Cluster 81,676,321 47,138,397
Research and Development Cluster
Highway Research and Development Program 20.200 254,557 -
Highway Planning and Construction 20.205 12,954,822 -
National Priority Safety Programs 20.616 98,575 -
Total Research and Development Cluster 13,307,954 -

Total U.S. Department of Transportation

See accompanying notes to Schedule of Expenditures of Federal Awards.

6,219,058,896

1,669,449,892
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U.S. Department of the Treasury
Equitable Sharing 21.016 1,195,667 -
COVID-19 - Coronavirus State And Local Fiscal Recovery Funds 21.027 6,493,735,751 6,493,604,500
SSBCI Formula TA Grant Program 21.031 242,121 -
State Small Business Credit Initiative Competitive Technical Assistance Program 21.034 200,000 -
Total Excluding Clusters 6,495,373,539 6,493,604,500
Total U.S. Department of the Treasury 6,495,373,539 6,493,604,500
Equal Employment Opportunity Commission
Other - Equal Employment Opportunity Commission 30.U05 3,025,959 -
Total Excluding Clusters 3,025,959 -
Total Equal Employment Opportunity Commission 3,025,959 -
Federal C rications C ission
Affordable Connectivity Outreach Grant Program 32.011 59,735 -
Total Excluding Clusters 59,735 -
Total Federal Communications Commission 59,735 -
Federal Financial Institutions Examination Council
State Appraiser Agency Support Grants 38.006 3,297 -
Total Excluding Clusters 3,297 -
Total Federal Financial Institutions Examination Council 3,297 -
General Services Administration
Donation of Federal Surplus Personal Property (Noncash) 39.003 2,535,588 -
Election Reform Payments 39.011 2,905 -
Total Excluding Clusters 2,538,493 -
Total General Services Administration 2,538,493 -
National Endowment for the Arts
Promotion of the Arts Partnership Agreements 45.025 1,300,000 100,000
Grants to States 45.310 16,158,966 8,616,560
Total Excluding Clusters 17,458,966 8,716,560
Total National Endowment for the Arts 17,458,966 8,716,560
Small Business Administration
State Trade Expansion 59.061 785,177 -
Total Excluding Clusters 785177 -
Total Small Business Administration 785,177 -
U.S. Department of Veterans Affairs
VHA Primary Care 64.047 1,237,016 -
Suicide Mortality Review Cooperative Agreements 64.057 33,550 -
Burial Expenses Allowance for Veterans 64.101 595,441 -
All-Volunteer Force Educational Assistance 64.124 2,375,852 -
Total Excluding Clusters 4,241,859 -
Total U.S. Department of Veterans Affairs 4,241,859 -
Environmental Protection Agency
Air Pollution Control Program Support 66.001 3,803,333 -
State and Tribal Indoor Radon Grants 66.032 27,845 -
Surveys, Studies, Research, Investigations, Demonstrations, and Special Purpose Activities Relating 66.034 1,700,955 -
Diesel Emissions Reduction Act (DERA) State Grants 66.040 45,450 27,341
Climate Pollution Reduction Grants 66.046 173,552 -
Geographic Programs - San Francisco Bay Water Quality Improvement Fund 66.126 899,803 899,803
Congressionally Mandated Projects 66.202 598 -
Multipurpose Grants to States and Tribes 66.204 88,159 14,117
Environmental Justice Government-to-Government (EJG2G) Program 66.312 135,466 83,497
Water Pollution Control State, Interstate, and Tribal Program Support 66.419 22,832,981 575,236
State Public Water System Supervision 66.432 7,415,000 -
State Underground Water Source Protection 66.433 864,000 -
Voluntary School and Child Care Lead Testing and Reduction Grant Program (SDWA 1464(d)) 66.444 1,930,371 -
Sewer Overflow and Stormwater Reuse Municipal Grant Program 66.447 471,104 144,788
Water Quality Management Planning 66.454 1,684,463 717,566
Nonpoint Source Implementation Grants 66.460 8,668,896 3,926,401
Regional Wetland Program Development Grants 66.461 218,060 165,976
Beach Monitoring and Notification Program Implementation Grants 66.472 573,329 403,915

See accompanying notes to Schedule of Expenditures of Federal Awards.
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Environmental Protection Agency, continued
Performance Partnership Grants 66.605 $ 2,163,842 $ -
Environmental Information Exchange Network Grant Program and Related Assistance 66.608 197,493 -
Pollution Prevention Grants Program 66.708 234,287 -
Hazardous Waste Management State Program Support 66.801 7,473,130 -
Superfund State, Political Subdivision, and Indian Tribe Site-Specific Cooperative Agreements 66.802 1,903,555 -
Underground Storage Tank (UST) Prevention, Detection, and Compliance Program 66.804 275,501 -
Leaking Underground Storage Tank Trust Fund Corrective Action Program 66.805 2,289,045 -
State and Tribal Response Program Grants 66.817 1,108,386 -
Brownfields Multipurpose, Assessment, Revolving Loan Fund, and Cleanup Cooperative Agreements 66.818 141,166 -
Solid Waste Infrastructure for Recycling Infrastructure Grants 66.920 30,078 30,078
Targeted Airshed Grant Program 66.956 3,883,501 3,710,034
Total Excluding Clusters 71,233,349 10,698,752
Total Environmental Protection Agency 71,233,349 10,698,752
U.S. Department of Energy
State Energy Program 81.041 60,996,756 -
Weatherization Assistance for Low-Income Persons 81.042 29,951,787 24,962,271
Office of Science Financial Assistance Program 81.049 (2,070) -
Nuclear Legacy Cleanup Program 81.065 1,547,481 -
Fossil Energy Research and Development 81.089 158,134 -
Environmental Remediation and Waste Processing and Disposal 81.104 469,212 -
Energy Efficiency and Renewable Energy Information Dissemination, Outreach, Training and 81.117 245,276 -
Energy Efficiency and Conservation Block Grant Program (EECBG) 81.128 1,400,000 -
Long-Term Surveillance and Maintenance 81.136 32,573 -
Environmental Monitoring/Cleanup, Cultural and Resource Mgmt., Emergency Response Research, 81.214 1,906 -
Manufacturing and Energy Supply Chain Demonstrations and Commercial Applications 81.253 167,085 167,085
Grid Infrastructure Deployment and Resilience 81.254 344,103 -
Sustainable Energy for Homes and Business 81.U06 (7,822) -
Total Excluding Clusters 95,304,421 25,129,356
Total U.S. Department of Energy 95,304,421 25,129,356
U.S. Department of Education
Adult Education - Basic Grants to States 84.002 120,001,548 109,314,877
Title | Grants to Local Educational Agencies 84.010 2,603,474,774 2,585,012,442
Migrant Education State Grant Program 84.011 163,933,414 156,634,068
Title | State Agency Program for Neglected and Delinquent Children and Youth 84.013 1,169,793 1,169,793
Career and Technical Education -- Basic Grants to States 84.048 134,270,897 122,484,592
Rehabilitation Services Vocational Rehabilitation Grants to States 84.126 396,113,812 -
Rehabilitation Services Independent Living Services for Older Individuals Who are Blind 84.177 2,133,770 1,353,246
Special Education-Grants for Infants and Families 84.181 59,511,681 -
COVID-19 - Special Education-Grants for Infants and Families 84.181 13,450,729 -
Total Special Education-Grants for Infants and Families 72,962,410 -
School Safety National Activities (formerly, Safe and Drug-Free Schools and Communities-National 84.184 440,306 -
Supported Employment Services for Individuals with the Most Significant Disabilities 84.187 1,125,650 -
Education for Homeless Children and Youth 84.196 12,122,754 10,888,812
Charter Schools 84.282 5,312,104 4,105,297
Twenty-First Century Community Learning Centers 84.287 132,185,200 127,666,526
Special Education - State Personnel Development 84.323 1,476,977 1,473,673
Rural Education 84.358 3,952,841 3,619,830
English Language Acquisition State Grants 84.365 159,635,516 153,302,523
Supporting Effective Instruction State Grants (formerly Improving Teacher Quality State Grants) 84.367 231,507,351 225,193,787
Grants for State Assessments and Related Activities 84.369 25,997,357 17,704,991
Comprehensive Literacy Development 84.371 9,474,567 9,251,037
Disability Innovation Fund (DIF) 84.421 8,055,249 -
Student Support and Academic Enrichment Program 84.424 171,652,485 169,089,047
Education Stabilization Fund
COVID-19 - Governor's Emergency Education Relief (GEER) Fund 84.425C (210,548) (210,548)
COVID-19 - Elementary and Secondary School Emergency Relief (ESSER) Fund 84.425D 14,721 14,721
COVID-19 - Discretionary Grants: Reimagining Workforce Preparation Grants 84.425G 531 -
COVID-19 - Coronavirus Response and Relief Supplemental Appropriations Act, 2021 — Emergency 84.425R (9,038,363) (9,031,909)
COVID-19 - American Rescue Plan - Elementary and Secondary School Emergency Relief (ARP 84.425U 2,726,642,696 2,726,604,838
COVID-19 - American Rescue Plan - Emergency Assistance to Non-Public Schools (ARP EANS) 84.425V 58,632,355 58,024,869
COVID-19 - American Rescue Plan — Elementary and Secondary School Emergency Relief 84.425W 24,243,015 23,993,567
Total Education Stabilization Fund 2,800,284,407 2,799,395,538
Total Excluding Clusters 7,057,283,182 6,497,660,079
Special Education Cluster (IDEA)
Special Education-Grants to States (IDEA, Part B) 84.027 1,5617,884,756 1,466,936,736
Special Education—Preschool Grants (IDEA Preschool) 84.173 43,819,631 41,851,942
Total Special Education Cluster (IDEA) 1,561,704,387 1,508,788,678
Total U.S. Department of Education 8,618,987,569 8,006,448,757

See accompanying notes to Schedule of Expenditures of Federal Awards.
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See accompanying notes to Schedule of Expenditures of Federal Awards.

Federal Pass-Through
Assistance Entity Total
Federal Grantor/Pass-Through Grantor/ Listing Identifying Federal Provided to
Program or Cluster Title Number Number Expenditures Subrecipients
U.S. Election Assistance Commission
Help America Vote Act Requirements Payments 90.401 $ 12,704,856 -
HAVA Election Security Grants 90.404 5,092,622 -
Total Excluding Clusters 17,797,478 -
Total U.S. Election Assistance Commission 17,797,478 -
U.S. Department of Health and Human Services
Special Programs for the Aging, Title VII, Chapter 3, Programs for Prevention of Elder Abuse, 93.041 470,282 470,282
Special Programs for the Aging, Title VII, Chapter 2, Long Term Care Ombudsman Services for Older 93.042 2,124,554 2,003,545
COVID-19 - Special Programs for the Aging, Title VII, Chapter 2, Long Term Care Ombudsman 93.042 83,535 66,064
Total Special Programs for the Aging, Title VII, Chapter 2, Long Term Care Ombudsman Services 2,208,089 2,069,609
for Older Individuals
Special Programs for the Aging, Title Ill, Part D, Disease Prevention and Health Promotion Services 93.043 2,561,152 2,561,152
COVID-19 - Special Programs for the Aging, Title IIl, Part D, Disease Prevention and Health 93.043 1,632,430 1,553,807
Total Special Programs for the Aging, Title Ill, Part D, Disease Prevention and Health Promotion 4,193,582 4,114,959
Services
Special Programs for the Aging, Title IV, and Title II, Discretionary Projects 93.048 169,591 -
National Family Caregiver Support, Title Ill, Part E 93.052 21,525,725 20,549,262
COVID-19 - National Family Caregiver Support, Title Ill, Part E 93.052 4,850,143 4,792,024
Total National Family Caregiver Support, Title IIl, Part E 26,375,868 25,341,286
Public Health Emergency Preparedness 93.069 46,687,917 33,836,517
Environmental Public Health and Emergency Response 93.070 1,057,393 -
Medicare Enrollment Assistance Program 93.071 3,391,725 2,842,767
Cooperative Agreements to Promote Adolescent Health through School-Based HIV/STD Prevention 93.079 104,904 -
Guardianship Assistance 93.090 102,936,515 102,712,718
COVID-19 - Guardianship Assistance 93.090 (9,970) (9,970)
Total Guardianship Assistance 102,926,545 102,702,748
Affordable Care Act (ACA) Personal Responsibility Education Program 93.092 6,100,654 4,741,324
Food and Drug Administration Research 93.103 6,472,793 -
Maternal and Child Health Federal Consolidated Programs 93.110 128,076 -
Project Grants and Cooperative Agreements for Tuberculosis Control Programs 93.116 9,865,072 4,861,666
Preventive Medicine Residency 93.117 (7,694) -
Emergency Medical Services for Children 93.127 182,555 -
Cooperative Agreements to States/Territories for the Coordination and Development of Primary Care 93.130 678,687 -
Injury Prevention and Control Research and State and Community Based Programs 93.136 9,026,222 3,958,910
Projects for Assistance in Transition from Homelessness (PATH) 93.150 7,771,542 7,519,608
Grants to States for Loan Repayment 93.165 920,936 -
Childhood Lead Poisoning Prevention Projects, State and Local Childhood Lead Poisoning 93.197 553,813 -
Traumatic Brain Injury State Demonstration Grant Program 93.234 208,423 -
State Capacity Building 93.240 10,069 -
State Rural Health Flexibility Program 93.241 896,396 -
Substance Abuse and Mental Health Services Projects of Regional and National Significance 93.243 43,456,520 1,682,395
Immunization Cooperative Agreements 93.268 79,354,217 -
COVID-19 - Immunization Cooperative Agreements 93.268 135,318,415 90,882,339
Immunization Cooperative Agreements (Noncash) 93.268 644,340,062 -
Total Immunization Cooperative Agreements 859,012,694 90,882,339
Viral Hepatitis Prevention and Control 93.270 316,809 316,612
Pass-Through from Heluna Health
Epidemiology and Laboratory Capacity for Infectious Diseases (ELC) 93.323 95-2557063 322,103,182 131,469,908
State Health Insurance Assistance Program 93.324 4,632,733 3,585,227
The Healthy Brain Initiative: Technical Assistance to Implement Public Health Actions related to 93.334 307,502 -
Behavioral Risk Factor Surveillance System 93.336 933,671 -
Public Health Emergency Response: Cooperative Agreement for Emergency Response: Public Health 93.354 2,326,269 -
COVID-19 - Public Health Emergency Response: Cooperative Agreement for Emergency Response: 93.354 29,576,112 18,770,300
Total Public Health Emergency Response: Cooperative Agreement for Emergency Response: 31,902,381 18,770,300
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U.S. Department of Health and Human Services, continued

Flexible Funding Model - Infrastructure Development and Maintenance for State Manufactured Food 93.367 1,457 -
ACL Independent Living State Grants 93.369 1,249,607 1,249,607
National and State Tobacco Control Program 93.387 3,754,014 -
COVID-19 - Activities to Support State, Tribal, Local and Territorial (STLT) Health Department 93.391 8,524,923 -
The National Cardiovascular Health Program 93.426 1,693,379 -
Every Student Succeeds Act/Preschool Development Grants 93.434 2,223,985 -
WELL-INTEGRATED SCREENING AND EVALUATION FOR WOMEN ACROSS THE NATION 93.436 484,618 -
State Physical Activity and Nutrition (SPAN) 93.439 768,918 214,545
ACL Assistive Technology 93.464 1,235,109 -
Alzheimer’s Disease Program Initiative (ADPI) 93.470 221,647 221,647
Title IV-E Prevention Program 93.472 6,584,147 6,252,369
Preventing Maternal Deaths: Supporting Maternal Mortality Review Committees 93.478 441,032 68,028
COVID-19 - Family Violence Prevention and Services/ Sexual Assault/Rape Crisis Services and 93.497 1,082,071 982,445
Low Income Household Water Assistance Program 93.499 2,696 -
COVID-19 - Low Income Household Water Assistance Program 93.499 194,103 -

Total Low Income Household Water Assistance Program 196,799 -
MaryLee Allen Promoting Safe and Stable Families Program 93.556 47,563,639 41,339,272
Temporary Assistance for Needy Families 93.558 4,068,474,839 3,983,707,369
COVID-19 - Temporary Assistance for Needy Families 93.558 (473,851) (473,851)

Total Temporary Assistance for Needy Families 4,068,000,988 3,983,233,518
Child Support Services 93.563 745,685,257 574,424,801
Child Support Services Research 93.564 315,658 315,658
Refugee and Entrant Assistance State/Replacement Designee Administered Programs 93.566 192,118,976 173,001,149
Low-Income Home Energy Assistance 93.568 290,013,289 275,380,685
COVID-19 - Low-Income Home Energy Assistance 93.568 (834) (834)

Total Low-Income Home Energy Assistance 290,012,455 275,379,851
Community Services Block Grant 93.569 72,930,702 68,681,100
U.S. Repatriation 93.579 409,924 -
State Court Improvement Program 93.586 1,945,364 -
Community-Based Child Abuse Prevention Grants 93.590 5,214,511 4,539,170
COVID-19 - Community-Based Child Abuse Prevention Grants 93.590 603,335 603,335

Total Community-Based Child Abuse Prevention Grants 5,817,846 5,142,505
Grants to States for Access and Visitation Programs 93.597 887,099 -
Chafee Education and Training Vouchers Program (ETV) 93.599 6,347,033 6,331,097
Adoption and Legal Guardianship Incentive Payments Program 93.603 3,173,501 3,170,681
Developmental Disabilities Basic Support and Advocacy Grants 93.630 7,265,083 -
Support for Ombudsman and Beneficiary Counseling Programs for States Participating in Financial 93.634 358 358
Children's Justice Grants to States 93.643 1,489,908 1,139,246
Stephanie Tubbs Jones Child Welfare Services Program 93.645 25,503,944 1,503,944
Foster Care Title IV-E 93.658 1,366,858,981 1,124,400,041
Adoption Assistance 93.659 878,266,001 875,262,191
COVID-19 - Adoption Assistance 93.659 (18,884) (18,884)

Total Adoption Assistance 878,247,117 875,243,307
Social Services Block Grant 93.667 537,266,342 405,185,428
Child Abuse and Neglect State Grants 93.669 7,931,612 4,919,683
COVID-19 - Child Abuse and Neglect State Grants 93.669 3,517,907 3,470,081

Total Child Abuse and Neglect State Grants 11,449,519 8,389,764
Family Violence Prevention and Services/Domestic Violence Shelter and Supportive Services 93.671 8,232,187 7,482,580
COVID-19 - Family Violence Prevention and Services/Domestic Violence Shelter and Supportive 93.671 14,662,754 14,513,872

Total Family Violence Prevention and Services/Domestic Violence Shelter and Supportive 22,894,941 21,996,452

Services
John H. Chafee Foster Care Program for Successful Transition to Adulthood 93.674 31,631,231 30,043,979
Elder Justice Act — Adult Protective Services 93.698 427,279 34,926
PPHF: Racial and Ethnic Approaches to Community Health Program financed solely by Public 93.738 (11,121) -
Elder Abuse Prevention Interventions Program 93.747 (73,096) -
COVID-19 - Elder Abuse Prevention Interventions Program 93.747 9,923,220 7,770,763

Total Elder Abuse Prevention Interventions Program 9,850,124 7,770,763
Children's Health Insurance Program 93.767 4,203,559,016 -
COVID-19 - Children's Health Insurance Program 93.767 10,842,982 -

4,214,401,998
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See accompanying notes to Schedule of Expenditures of Federal Awards.

Federal Pass-Through
Assistance Entity Total
Federal Grantor/Pass-Through Grantor/ Listing Identifying Federal Provided to
Program or Cluster Title Number Number Expenditures Subrecipients
U.S. Department of Health and Human Services, continued
Opioid STR 93.788 84,182,926 -
Money Follows the Person Rebalancing Demonstration 93.791 43,130,941 -
State Survey Certification of Health Care Providers and Suppliers (Title XIX) Medicaid 93.796 62,628,214 6,316,800
Promoting Population Health through Increased Capacity in Alcohol Epidemiology 93.845 152,632 -
Transforming Maternal Health (TMaH) Model 93.869 16,025 -
Maternal, Infant and Early Childhood Home Visiting Grant Program 93.870 16,146,638 12,440,453
COVID-19 - Maternal, Infant and Early Childhood Home Visiting Grant Program 93.870 571,262 571,262
Total Maternal, Infant and Early Childhood Home Visiting Grant Program 16,717,900 13,011,715
National Bioterrorism Hospital Preparedness Program 93.889 22,991,729 12,844,069
COVID-19 - National Bioterrorism Hospital Preparedness Program 93.889 (135,857) -
Total National Bioterrorism Hospital Preparedness Program 22,855,872 12,844,069
Cancer Prevention and Control Programs for State, Territorial and Tribal Organizations 93.898 7,318,574 232,503
Grants to States for Operation of Offices of Rural Health 93.913 182,010 -
HIV Care Formula Grants 93.917 159,406,359 26,186,399
HIV Prevention Activities Health Department Based 93.940 35,728,535 16,889,381
Human Immunodeficiency Virus (HIV)/Acquired Immunodeficiency Virus Syndrome (AIDS) 93.944 1,435,715 541,734
Cooperative Agreements to Support State-Based Safe Motherhood and Infant Health Initiative 93.946 133,791 -
Block Grants for Community Mental Health Services 93.958 130,128,144 83,562,771
COVID-19 - Block Grants for Community Mental Health Services 93.958 43,318,212 5,878,857
Total Block Grants for Community Mental Health Services 173,446,356 89,441,628
Block Grants for Prevention and Treatment of Substance Abuse 93.959 251,021,987 221,927,906
COVID-19 - Block Grants for Prevention and Treatment of Substance Abuse 93.959 57,389,697 33,290,828
Total Block Grants for Prevention and Treatment of Substance Abuse 308,411,684 255,218,734
Centers for Disease Control and Prevention Collaboration with Academia to Strengthen Public Health 93.967 23,326,641 1,883,887
Sexually Transmitted Diseases (STD) Prevention and Control Grants 93.977 19,832,584 14,111,200
Mental Health Disaster Assistance and Emergency Mental Health 93.982 3,107,277 -
Cooperative Agreements for Diabetes Control Programs 93.988 853,169 -
Preventive Health and Health Services Block Grant 93.991 11,606,154 757,689
Maternal and Child Health Services Block Grant to the States 93.994 40,574,830 20,165,387
Other - Department of Health and Human Services 93.U07 12,776,129 -
Total Excluding Clusters 15,091,829,102 8,512,484,064
Aging Cluster
Special Programs for the Aging, Title Il, Part B, Grants for Supportive Services and Senior Centers 93.044 45,050,563 42,470,578
COVID-19 - Special Programs for the Aging, Title Ill, Part B, Grants for Supportive Services and 93.044 9,531,304 8,817,149
Total Special Programs for the Aging, Title IIl, Part B, Grants for Supportive Services and Senior 54,581,867 51,287,727
Centers
Special Programs for the Aging, Title Ill, Part C, Nutrition Services 93.045 106,370,659 99,106,694
COVID-19 - Special Programs for the Aging, Title Ill, Part C, Nutrition Services 93.045 8,942,960 8,225,289
Total Special Programs for the Aging, Title Ill, Part C, Nutrition Services 115,313,619 107,331,983
Nutrition Services Incentive Program 93.053 7,626,200 7,626,200
Total Aging Cluster 177,521,686 166,245,910
CCDF Cluster
Child Care and Development Block Grant 93.575 723,756,392 48,567,733
COVID-19 - Child Care and Development Block Grant 93.575 239,006,414 (11,935,925)
Total Child Care and Development Block Grant 962,762,806 36,631,808
Child Care Mandatory and Matching Funds of the Child Care and Development Fund 93.596 409,149,847 6,490,518
Total CCDF Cluster 1,371,912,653 43,122,326
Head Start Cluster
Head Start 93.600 5,517,826 3,627,040
Total Head Start Cluster 5,517,826 3,627,040
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Federal Pass-Through
Assistance Entity Total
Federal Grantor/Pass-Through Grantor/ Listing Identifying Federal Provided to
Program or Cluster Title Number Number Expenditures Subrecipients
U.S. Department of Health and Human Services, continued
Medicaid Cluster
State Medicaid Fraud Control Units 93.775 53,707,007 -
State Survey and Certification of Health Care Providers and Suppliers (Title XVIII) Medicare 93.777 46,455,601 8,951,052
COVID-19 - State Survey and Certification of Health Care Providers and Suppliers (Title XVIII) 93.777 3,855,297 3,855,297
Total State Survey and Certification of Health Care Providers and Suppliers (Title XVIII) Medicare 50,310,898 12,806,349
Medical Assistance Program (Medicaid; Title XIX) 93.778 102,179,228,271 -
COVID-19 - Medical Assistance Program (Medicaid; Title XIX) 93.778 135,726,238 -
Total Medical Assistance Program (Medicaid; Title XIX) 102,314,954,509 -
Total Medicaid Cluster 102,418,972,414 12,806,349
Research and Development Cluster
Food and Drug Administration Research 93.103 219,347 -
Total Research and Development Cluster 219,347 -
Total U.S. Department of Health and Human Services 119,065,973,028 8,738,285,689
Corporation for National and Community Service
AmeriCorps State Commissions Support Grant 94.003 25,993 -
AmeriCorps State and National 94.006 63,507,996 63,127,046
Total Excluding Clusters 63,533,989 63,127,046
Foster Grandparer ior Companion Cluster
AmeriCorps Seniors Foster Grandparent Program 94.011 1,395,367 -
Total Foster G iparent/! ior Companion Cluster 1,395,367 -
Total Corporation for National and Community Service 64,929,356 63,127,046
Executive Office of the President
Pass-Through from INCH/LA Police Chief's Association/Riverside County
High Intensity Drug Trafficking Areas Program 95.001 G23LA0007A 45,820 -
High Intensity Drug Trafficking Areas Program 95.001 G24LA0007A 86,517 -
Pass-Through from LA Clear/LA Police Chief's Association/City of Monrovia
High Intensity Drug Trafficking Areas Program 95.001 G23LA0004A 51,828 -
High Intensity Drug Trafficking Areas Program 95.001 G24LA0004A 746,572 -
Total High Intensity Drug Trafficking Areas Program 930,737 -
Total Excluding Clusters 930,737 -
Total Executive Office of the President 930,737 -
Social Security Administration
Disability Insurance/SSI Cluster
Social Security Disability Insurance 96.001 238,361,353 -
Total Disability Insurance/SSI Cluster 238,361,353 -
Total Social Security Administration 238,361,353 -
U.S. Department of Homeland Security
Non-Profit Security Program 97.008 15,789,747 13,850,484
Boating Safety Financial Assistance 97.012 5,422,428 3,413,817
Community Assistance Program State Support Services Element (CAP-SSSE) 97.023 438,315 -
Flood Mitigation Assistance 97.029 119,502 6,778
Crisis Counseling 97.032 684,314 -
Disaster Grants - Public Assistance (Presidentially Declared Disasters) 97.036 5,543,339,042 2,418,904,414
Hazard Mitigation Grant 97.039 130,594,786 109,801,531
National Dam Safety Program 97.041 347,184 -
Emergency Management Performance Grants 97.042 29,625,340 16,998,247
Cooperating Technical Partners 97.045 497,488 -
Fire Management Assistance Grant 97.046 31,310,827 39,262
BRIC: Building Resilient Infrastructure and Communities 97.047 4,156,044 3,569,852
Presidential Declared Disaster Assistance to Individuals and Households - Other Needs 97.050 (3,223,939) -
Emergency Operations Center 97.052 565,524 450,454
Homeland Security Grant Program 97.067 217,048,904 199,610,829
Earthquake State Assistance 97.082 548,663 471,305
Disaster Assistance Projects 97.088 12,792,509 12,579,059
State and Local Cybersecurity Grant Program Tribal Cybersecurity Grant Program 97.137 491,659 -
Total Excluding Clusters 5,990,548,337 2,779,696,032
Total U.S. Department of Homeland Security 5,990,548,337 2,779,696,032
Total Expenditures of Federal Awards $ 176,145,204,758 _$ 34,214,810,800

See accompanying notes to Schedule of Expenditures of Federal Awards.
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STATE OF CALIFORNIA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2025

GENERAL

The accompanying Schedule of Expenditures of Federal Awards (Schedule) presents the
expenditures for all federal award programs received by the State of California (State) for
the fiscal year ended June 30, 2025, except for federal awards received by the University of
California system, a component unit of the State, the California State University Trust Fund,
the California State Water Resources Control Board Water Pollution Control Revolving
Fund, the California State Water Resources Control Board Safe Drinking Water State
Revolving Fund, and the California Housing Finance Fund of the California Housing Finance
Agency, a component unit of the State. While these entities’ operations are included in the
State’s basic financial statements, these entities engaged other auditors to perform an audit
in accordance with the U.S. Office of Management and Budget, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Code of
Federal Regulations, Title 2, Subtitle A, Chapter II, Part 200) also referred to as the “Uniform
Guidance.”

As noted above, the Schedule presents only a portion of the State’s operations. The
Schedule is not intended to and does not present the financial position, changes in net
position/fund balance, or cash flows of the State.

BASIS OF ACCOUNTING

The federal awards expenditures reported in the Schedule are prepared from records
maintained by each state entity and reported on a cash basis. Under the cash basis of
accounting, expenditures are reported when paid by the State. All expenditures for each
program are net of applicable program income and refunds.

State entities’ records are periodically reconciled to the federal receipts and entity
expenditure reports maintained by the California State Controller’s Office. Negative amounts
shown on the Schedule represent adjustments or credits made in the normal course of
business to amounts reported as expenditures in prior years.

ASSISTANCE LISTING NUMBER

The Assistance Listing Numbers (ALN) and federal program titles listed in the Schedule
were obtained from the federal funding agency, the pass-through grantor, or the U.S.
General Services Administration’s System for Award Management (SAM).

The ALN is a five-digit number. The first two digits identify the federal funding agency, and
the last three digits identify the specific federal program. If a valid three-digit ALN extension
is unknown or unavailable, the letter “U” is used to indicate “unidentified” followed by a two-
digit number. COVID-19 Emergency Acts expenditures are denoted by the prefix COVID-19
in the federal program title.



NOTE 4

NOTE 5

NOTE 6

CALIFORNIA STATE AUDITOR
Report 2025-002 | August 2026 | Page 106

STATE OF CALIFORNIA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2025

NONCASH FEDERAL AWARDS

The State is the recipient of noncash federal awards that do not result in cash receipts or
disbursements. These noncash federal awards include a variety of items, such as food and
nutritional purchase assistance, commodities, vaccines, or federal excess property. The
noncash federal awards are valued at fair market value at the time of receipt, or the
assessed value provided by the respective federal agency. Noncash awards administered
by the State are included in the Schedule. Noncash awards for the fiscal year ended
June 30, 2025, are as follows:

Assistance

Listing

Number Federal Program Title Amount
10.551 Supplemental Nutrition Assistance Program $ 12,537,143,370
10.555 National School Lunch Program 258,991,689
10.565 Commodity Supplemental Food Program 38,759,440
10.569 Emergency Food Assistance Program (Food Commodities) 210,325,316
39.003 Donation of Federal Surplus Personal Property 2,535,588
93.268 Immunization Cooperative Agreements 644,340,062

Total $ 13,692,095,465

LOANS AND LOAN GUARANTEES OUTSTANDING

Loans and loan guarantees outstanding in effect at June 30, 2025 are summarized below.

Assistance Loans/Loan
Listing Guarantees
Number Federal Program Title Outstanding
81.041 State Energy Program $ 455,199

PASS-THROUGH

The State receives the majority of its federal assistance directly from federal awarding
agencies. Federal awards received by the State from a pass-through entity are included in
the Schedule and are italicized.
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SUBRECIPIENTS

The State awards federal funds to other non-federal entities (subrecipients) to assist with the
implementation and administration of federal programs. Subrecipients are monitored by the
State to ensure federal funds are expended in accordance with authorized laws, regulations,
and the provisions of contracts or grant agreements. Amounts provided to subrecipients
from each federal program are included in a separate column on the Schedule.

RELATIONSHIP TO FEDERAL FINANCIAL REPORTS

The regulations and guidelines governing the preparation of federal financial reports vary by
federal agency and among programs. Accordingly, the amounts reported in the federal
financial reports do not necessarily agree with the amounts reported in the accompanying
Schedule, which is prepared on a cash basis as explained in Note 2.

INDIRECT COST RATE

The majority of state entities claim indirect costs in accordance with a federally approved
indirect cost rate plan. State entities that utilize the ten percent de minimis indirect cost rate
as allowed under the Uniform Guidance are as follows:

* Governor’s Office of Land Use & Climate Innovation

* Governor’s Office of Service and Community Engagement
» California Tahoe Conservancy

» California Sierra Nevada Conservancy

* California Delta Protection Commission

« California Department of Technology

» California Department of Rehabilitation

» California Department of Veterans Affairs Vets

State entities that utilize the fifteen percent de minimis indirect cost rate as allowed under
the Uniform Guidance are as follows:

+ California Department of Public Health
» California Emergency Medical Services Authority
* Governor’'s Office of Business and Economic Development

DONATED PERSONAL PROTECTIVE EQUIPMENT (UNAUDITED)

The State is the recipient of federally donated Personal Protective Equipment (PPE). The
fair market value of the PPE at the time of receipt was $623,021.
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STATE OF CALIFORNIA

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

Reference Number:

State Administering Departments:

Audit Finding:

YEAR ENDED JUNE 30, 2025

2024-001

California Department of Social Services (CDSS)

Preparation of the Schedule of Expenditure of Federal Awards.
The State of California (State) has a decentralized financial
reporting process, which requires State agencies and departments
to provide specific financial information to the Department of
Finance (Finance) in order to annually compile the Schedule of
Expenditures of Federal Awards (SEFA). In its effort to more
efficiently and accurately prepare the SEFA in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations (CFR)
Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance),
Finance developed the Single Audit Expenditures Reporting
Database (Database). Finance developed the Database to include
all of the relevant data fields necessary to compile and produce the
SEFA. Finance also created a Single Audit Database User Manual
to provide specific guidance to users for accessing and navigating
through the database.

CDSS overstated the amount passed through to subrecipients for
the Child Care and Development Block Grant (Assistance Listing
Number (ALN) 93.575), a component of the Child Care and
Development Fund (CCDF) Cluster, by $580,537,924 for the fiscal
year ended June 30, 2024. This amount represents American
Rescue Plan Act (ARPA) Stabilization funds, for which awards and
payments made to qualified childcare providers are considered
beneficiary payments and not subrecipient pass-throughs.

CDSS should strengthen controls over the classification of federal
program expenditures reported on the SEFA. This includes
performing a detailed analysis of federal guidance to clearly
distinguish subrecipient awards from beneficiary payments,
updating system configurations and coding rules to prevent
misclassification, and establishing a formal review process with
independent verification of classifications prior to SEFA finalization.
Additionally, management should provide targeted training to staff
responsible for SEFA preparation and system coding to ensure
compliance with federal requirements and document all
classification decisions with supporting evidence for audit
purposes.
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Status of Corrective Action:

Reference Number:

Assistance Listing Number:

State Administering Department:

Audit Finding:

YEAR ENDED JUNE 30, 2025

CDSS - Partially Corrected. The ARPA expenditures amounting to
$580,537,924 has been corrected as direct expenditures instead of
subrecipient amounts in the Single Audit Expenditure Reporting
Database for 2023-24. As the 2023-24 Single Audit just concluded
in December 2025, CDSS is currently working internally to develop
a process for identifying subrecipients at the beginning of the
contract and grant process. This includes requiring vendors to
complete a form that meets the Federal Funding Accountability
and Transparency Act (FFATA) reporting requirements. This effort
will involve coordination among Programs, the Contracts and
Procurement Branch, Legal, and Accounting. Once implemented,
Accounting will identify an appropriate field in the Financial
Information System for California (FISCAL) to flag subrecipients for
SEFA and FFATA reporting purposes.

2024-002
16.575
California Governor’s Office of Emergency Services (Cal OES)

Reporting. Audit procedures included a review of 60 FFATA
reporting submissions associated with subrecipients. During this
review, we assessed compliance with federal reporting
requirements and evaluated the adequacy of internal controls over
the FFATA reporting process. Of the 60 subrecipients examined,
the FFATA reports for 59 subrecipients were either submitted late
or were not submitted at all. The audit procedures identified that
while Cal OES had documented procedures and standard
operating protocols in place, the internal controls were not
sufficiently effective to ensure timely and accurate FFATA
reporting. Existing procedures and monitoring practices did not
fully ensure that subrecipient data was submitted in accordance
with federal guidelines.

Cal OES should revise its process and related internal controls to
ensure timely and accurate FFATA reporting. These controls
should include revising established policies and procedures that
outline the steps for collecting subrecipient data, preparing reports,
and submitting them within required timelines; assigning
accountability by designating specific personnel responsible for
compliance; and implementing a monitoring and review process to
verify completion and accuracy of reporting. Additionally, training
programs should be established to ensure staff understand
reporting requirements, and automated tracking tools or
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Status of Corrective Action:

Reference Number:

Assistance Listing Number:

State Administering Department:

Audit Finding:

YEAR ENDED JUNE 30, 2025

checklists should be utilized to provide transparency and reduce
the risk of missed submissions. By introducing these internal
controls, Cal OES can strengthen its compliance framework,
mitigate the risk of federal funding repercussions, and enhance
overall operational integrity.

Fully Corrected. Cal OES agrees with the recommendation. Cal
OES Grants Management, which oversees the Crime Victim
Assistance funds, has revised its existing FFATA reporting
procedures and has taken several actions to strengthen internal
controls and ensure staff are fully trained to maintain compliance
with all FFATA reporting requirements.

In March of 2025, Cal OES Grants Management centralized
FFATA reporting responsibilities and is currently under the purview
of the Grants Management Support (GMS) Unit. Cal OES Grants
Management also implemented the Grants Centralized System
(GCS), which automates the grant application process and assists
in generating required FFATA data effective 2024-25. In addition,
the Cal OES GMS Unit was provided with a comprehensive
FFATA ftraining course to ensure staff understand the federal
reporting requirements and the updated FFATA Reporting Guide
Standard Operating Procedure (SOP). The FFATA Reporting
Guide SOP outlines steps for collecting subrecipient data,
preparing reports, and submitting reports within the required time
frames. Furthermore, FFATA reporting is now performed by Cal
OES GMS Unit analysts and is reviewed and approved by their
respective unit leads and manager to verify accuracy and complete
reporting.

2024-003

17.225

California Employment Development Department (EDD)

Reporting. Audit procedures included a review of 54 Form 9130
reports for administrative expenses and noted that none of the
reports agreed to the Administrative Fund (870) general ledger.
The total variance observed was $126,353,070. The audit
procedures also identified a lack of effective internal controls to
ensure timely and accurate reporting, as there were no
documented procedures or monitoring mechanisms in place to
verify that subrecipient data was submitted in accordance with
federal guidelines.
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EDD should establish a formal reconciliation process to ensure
that Form 9130 administrative expense reports align with the
Administrative Fund (870) general ledger. This process should
include assigning responsibility to a designated finance team
member for performing and documenting reconciliations,
implementing a monthly reconciliation schedule, and promptly
investigating and resolving any variances with documented
approvals. Additionally, financial reporting policies should be
updated to incorporate reconciliation requirements, and staff
should receive training on compliance and reconciliation
procedures to strengthen internal controls and reduce the risk of
reporting inaccuracies.

Partially Corrected. EDD did not have clearly documented
procedures or ongoing monitoring activities to ensure that financial
information was reported both timely and accurately. As a result,
differences emerged between the amounts reported on Form 9130
and those reflected in the SEFA. Additionally, there was no
established or formal reconciliation process to review these figures
and confirm the reasons for the variances which contributed to the
inconsistencies that were identified.

EDD drafted a reconciliation standard operating procedure and
established schedule for completing and reviewing reconciliations.
EDD assigned an Accounting Section Lead to manage the overall
process, including coordinating deadlines, reviewing completed
reconciliations, and ensuring any issues are resolved. Budget
Section staff are responsible for providing accurate and timely
expenditure data, while the accounting team is responsible for
preparing the reconciliations and documenting any variances. EDD
also began validating subrecipient data using a standardized
template and a defined cut-off calendar, with subrecipient monitors
responsible for collecting and verifying the source data. In addition,
EDD provided initial training for reporting staff to help ensure a
consistent understanding of the new procedures and
responsibilities. EDD has reconciled the majority of the variance
noted above.

EDD is currently testing the new reconciliation procedure to
confirm that it works as intended. After completing the testing
phase, EDD will finalize the reconciliation standard operating
procedure and incorporate any needed adjustments. Once the
standard operating procedure is finalized, EDD will publish the
updated policy and communicate the changes to all relevant staff.

EDD’s success will be achieved when a formal, documented
reconciliation process is fully implemented and consistently
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followed by each reporting period. The designated team members
are responsible for preparing and documenting reconciliations,
variances are investigated and approved in a timely manner, and
Form 9130 administrative expenses agree with the SEFA. Updated
financial reporting procedures are in place, and staff must be
trained and able to demonstrate proper compliance with the
reconciliation requirements. EDD’s goal is to have these fully
implemented by June 30, 2026.

2024-004

17.225

California Employment Development Department (EDD)

Special Tests and Provisions. Audit procedures included a review
of 60 beneficiary overpayments. Of the sample examined, we
identified that one claimant voluntarily quit employment and did not
demonstrate that the separation was necessary or that all
reasonable alternatives were explored prior to quitting. Under
applicable regulations, this disqualifies the claimant from receiving
unemployment benefits, and a penalty should have been
assessed. However, no disqualification penalty was applied to the
claimant’s benefits. The audit procedures also identified a lack of
effective internal controls to ensure timely and accurate reporting,
as there were no documented procedures or monitoring
mechanisms in place to verify that subrecipient data was submitted
in accordance with federal guidelines.

EDD should implement and strengthen internal controls over the
application of penalties. This includes enhancing current
procedures to outline the steps for reviewing claimant eligibility and
applying disqualification penalties.

Fully Corrected. The EDD has policies, procedures, and training in
place instructing employees to include applicable penalty amounts
when establishing overpayments in the database. When the
overpayment for the sample in question was established, the
employee did not follow the proper procedure to include the
penalty. EDD accepts this oversight and is committed to reviewing
its applicable policies and procedures to ensure they are clear and
that the penalty requirements are emphasized.

Regarding internal controls, EDD leverages a process known as
the Field Office Basic Evaluation System (FOBES). This process
includes a standardized form that is utilized by leadership to
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evaluate the quality of their employees’ work in a variety of
processes, including overpayment processing. EDD continues to
review and modernize the existing assessment form and FOBES
process to ensure effectiveness and consistency while evaluating
employee compliance with policies and procedures.

2024-005

20.205

California Department of Transportation (Caltrans)

Matching. The process for establishing funding priorities in the
financial system lacks sufficient controls to ensure accurate
application of required federal and state match percentages.
During testing, we noted that when a new funding priority was
created, the state match requirement was not properly carried
forward, resulting in the federal share being incorrectly set at
100%.

Caltrans management should strengthen internal controls over
funding priority setup by implementing system validations and
requiring independent review to confirm that federal and state
match percentages are accurately applied before finalizing funding
configurations.

Fully Corrected. The Office of Federal Resources has updated
Federal Project Funding Table (FPFT) guidance and development
documentation to include specific references to a required
secondary data validation for complex funding scenarios. A set of
core FPFT standard templates has been modified to include an
automated requirement for secondary data validation for any
project that includes complex funding scenarios, including
cooperative agreements, multiple funding priorities, multiple federal
program codes, multiple state funding programs, and funding
earmarks. Additionally, computed data cells for federal
reimbursement ratios have been added, as well as an automated
check for the total of funding line percentages to ensure any
rounding errors are eliminated. Consistent training is being
provided for key Office of Federal Resources staff on a regular
basis, including live sessions for practical FPFT case reviews and
FPFT development during monthly team meetings.

Implementation dates are as follows:
e Updated FPFT guidance documentation on November 25,
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2025
e Updated FPFT template (automated secondary validation) on
November 25, 2025
e Monthly live training sessions (1st Thursday each month)
starting from December 4, 2025

2024-006
20.205
California Department of Transportation (Caltrans)

Subrecipient Monitoring. Audit procedures included a review of a
sample of subrecipient contracts for required information with the
following results noted.

For 60 of 60 samples, the contract did not include Subrecipients
identification of whether the Federal award is for research and
development.

Caltrans management should enhance existing controls around the
review of all subaward agreements to ensure that all pass-through
agreements include each of the required elements by 2 CFR
§200.332.

Remains Uncorrected. Caltrans Internal Audit Office and
Accounting are working in conjunction with the Programs
responsible for federal awards to establish a process for identifying
subrecipients and providing the documentation required in
accordance with 2 CFR 200.332. The Programs have been
advised to develop an initial process, and a timeline will be
established as efforts progress.

2024-007
21.027

California Department of Technology (CDT)
California State Water Resources Control Board (SWRCB)

Reporting: Audit procedures included testing of two quarters of the
Project and Expenditure Report for each Department that were
submitted for expenditures for the fiscal year. During our testing,
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we noted the following:

CDT: There was no evidence of review and approval of the
reported amounts prior to submission to Finance at CDT for both
quarters reviewed.

SWRCB: There was no evidence of review and approval of the
reported amounts prior to submission to Finance for quarter two
ending December 2023 for SWRCB.

CDT and SWRCB should establish document retention processes
to ensure access to documentation for review in the event of
management turnover.

CDT- Fully Corrected. A document retention section was added to
the "Budget Office Procedure for Tracking and Reporting in the
State Fiscal Recovery Fund (SFRF) database" procedural
document.

SWRCB- Fully Corrected. Subsequent to the December 2023
period, a formal process that documents the approval of the
information submitted to the Finance portal was implemented to
ensure that the information submitted to the Finance Portal aligns
with the Fi$Cal KK Report, an expenditure tracking report
generated from FI$Cal. This includes saving the approval
documentation in a network folder.

2024-008
93.323
California Department of Public Health (Public Health)

Procurement and Suspension and Debarment. We noted that 25
out of the 32 vendor contract agreements reviewed did not include
a suspension and debarment certification clause indicating the
contractor was not suspended or debarred from participation in
federally funded contracts. There was no other documentation
available to demonstrate that the verification of suspension and
debarment was performed prior to entering into the covered
transactions. Based on the subsequent review of the System for
Award Management (SAM) exclusions, these contractors were not
suspended or debarred.

Public Health should review and strengthen its procedures for
verifying the suspension and debarment status of vendors before
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entering into any agreement involving federal funds and ensure
that the verification documentation is maintained. Alternatively,
incorporate a clause in vendor contracts requiring vendors to
certify their suspension or debarment status.

Partially Corrected. Public Health will establish procedures to verify
each vendor’'s suspension or debarment status before signing any
agreement that uses federal funds and will strengthen these
procedures as needed. Public Health is currently reviewing
contracting procedures for emergency funds and will complete the
updates by June 2026. Until the updates are in place, staff will
confirm each vendor’s good standing prior to agreement execution.

2024-009
93.323
California Department of Public Health (Public Health)

Subrecipient Monitoring. Public Health established a formal risk
assessment process over its subrecipients of federal awards by
which to determine the frequency and extent of subrecipient
monitoring to be performed, however the process was established
after the period under audit and applied prospectively. In addition,
Public Health used a Department Allocation Letter (DAL) for the
COVID-19 program instead of an agreement or contract for the
subaward to subrecipients. Certain required information for the
subaward federal award information such as ALN and Title and
Federal Award Identification Number (FAIN) were not clearly
identified in the DAL. Public Health’s internal controls were not
sufficiently effective to ensure that the subaward agreements
included all required information.

Public Health should ensure every subaward includes all
requirements imposed on the subrecipient so that the federal
award is used in accordance with Federal statutes, regulations
and the terms and conditions of the federal award.

Partially Corrected. Public Health will establish formal risk
assessment processes for its subrecipients of federal awards.
These processes will determine the appropriate frequency and
scope of subrecipient monitoring. Public Health will also establish
procedures to conduct financial and programmatic monitoring,
verify that subrecipients comply with applicable requirements, and
obtain supporting documentation for all invoiced expenditures.
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These procedures will include on-site monitoring. Public Health is
currently conducting  Administrative Desk Reviews for
2024-25 and 2025-26.

To ensure full compliance with audit requirements and state
contracting guidelines, Public Health is actively developing a
comprehensive process in partnership with the Program Support
Division and the Office of Legal Services. The new procedures will
specifically address the inclusion of all required information, such
as ALN and FAIN, in the Direct Allocation Letters.

Public Health is prioritizing this effort and will have written
procedures in place by December 2026. Public Health’s goal is to
provide clear guidance and consistent practices that meet all
standards and expectations.

2024-010

93.767

California Department of Health Care Services (DHCS)

Activities Allowed or Unallowed. Audit procedures included a
review of 40 Children's Health Insurance Program (CHIP)
beneficiaries associated with current eligible participants. Of the
40 participants, we identified one beneficiary coded erroneously to
an obsolete aid code. Although participation appears to meet the
criteria for eligibility, the aid code is used in the determination of
the rates paid and therefore payments for this participant were
paid at an incorrect rate.

DHCS should enforce existing application processing procedures
to ensure all applications are reviewed and an eligibility
determination is made within the required timeline. Additionally,
DHCS should conduct periodic reviews of aid code usage to
ensure obsolete codes are not being applied. Questioned costs
were $15,524,158 for fiscal year ended June 30, 2024.

Fully Corrected. Effective June 1, 2024, DHCS reinstated county
performance standards and reintroduced Focused Reviews. As
outlined in All County Welfare Directors Letter (ACWDL) 24-17—
Enhancing County Medi-Cal Eligibility Performance, DHCS has
resumed monitoring county performance and timeliness
standards. County performance standards measure the timeliness
of county actions, while Focused Reviews evaluate both
timeliness and accuracy of county determinations related to Medi-
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Cal applications, redeterminations, and Medi-Cal Eligibility Data
System (MEDS) Alert processing. All counties will participate in a
Focused Review on a biennial, rotating basis. Additionally, DHCS
resumed the Aid Code Cleanup effort in September 2025, as
outlined in Medi-Cal Eligibility Division Information Letters
(MEDIL) | 25-19. The purpose of the Aid Code Cleanup effort is to
assist counties in identifying records that require eligibility re-
evaluation to either transition individuals to the correct Medi-Cal
aid code or appropriately discontinue coverage. Through these
initiatives, DHCS can identify and address eligibility concerns,
such as processing timeliness and proper aid code usage.

2024-011

93.775
93.777
93.778

California Department of Health Care Services (DHCS)

Eligibility. Audit procedures included a review of 60 Medicaid
beneficiaries associated with current eligible participants. Of the
60 participants, we identified two beneficiaries for which were
considered eligible based on a pregnancy aid code, however the
participants were no longer pregnant at the time of testing.

DHCS should enhance its procedures for monitoring and resolving
Medi-Cal Eligibility Data System (MEDS) alerts, ensuring timely
review and action on system-generated discrepancies.
Additionally, staff should receive ongoing training on the
importance of accurately updating pregnancy end dates in the
California Statewide Automated Welfare System (CalSAWS) to
ensure proper aid code closure and prevent inappropriate
continuation of benefits.

Fully Corrected. Effective June 1, 2024, DHCS reinstated county
performance standards and reintroduced Focused Reviews. As
outlined in All County Welfare Directors Letter (ACWDL) 24-17—
Enhancing County Medi-Cal Eligibility Performance, DHCS will
resume monitoring county performance and timeliness standards.
County performance standards measure the timeliness of county
actions, while Focused Reviews evaluate both timeliness and
accuracy of county determinations related to Medi-Cal
applications, redeterminations, and MEDS Alert processing. All
counties will participate in a Focused Review on a biennial,
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rotating basis. Through the reinstatement of county performance
standards and Focused Reviews, DHCS can identify and address
eligibility concerns, such as the proper use of aid codes, and work
with counties through the corrective action plan process to
address staff training to ensure correct eligibility determinations
for all Medi-Cal programs, including pregnancy programs.

2024-012

93.775
93.777
93.778

California Department of Public Health (Public Health)

Special Tests and Provisions - Provider Health and Safety
Standards. During our audit procedures, we reviewed 60 Centers
for Medicare & Medicaid Services (CMS) Form 1539 documents
related to provider recertification under the Medicaid program. We
identified that three forms were not reviewed or signed by Public
Health, indicating a breakdown in internal control processes.

Public Health should strengthen internal controls to ensure that
CMS Form 1539 is reviewed and signed for all provider

recertifications, including those surveyed by Accrediting

Organizations.

Fully Corrected. Center for Health Care Quality (CHCQ) is
strengthening its compliance with CMS Form 1539 requirements.
The most recent audit revealed that all 1539 forms for Public
Health-conducted surveys were properly completed, including the
required signatures. Building on this progress, CHCQ is now
focused on sustaining full compliance and ensuring that staff
consistently complete the Form 1539 for providers whose
certification surveys were conducted by Accrediting Organizations.

Updated Procedure: On June 10, 2025, the training team
published a revised 1539 Guidance Procedure document (1539
Procedure Guidance 6.10.25), originally created on December 13,
2024, to the internal training site. This updated procedure clearly
defines the requirement to complete both signature fields on the
1539 form and outlines the standardized steps staff must follow to
ensure full and accurate completion.

Communication Evidence: CHCQ has informed the field office
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management of the requirements for Form 1539. During the
meeting with the District Managers and District Administrators on
November 17, 2025, CHCQ reiterated the requirement to complete
both signature boxes on Form 1539 and clearly stated that the
Form must be completed even if a third party conducts the survey.
Additionally, on June 10, 2025, the training team sent an email
announcing updated guidance for the Form 1539 to CHCQ field
staff. This email was sent to the Health Facilities Evaluator Nurses
and Consultants who conduct surveys, as well as all field office
managers and supervisors.

Oversight and Monitoring Plan: CHCQ has tasked a headquarters
Branch Chief with oversight of audit responses. This Branch Chief
is responsible for periodically reminding district offices of the
requirements related to Form 1539 and will also work with the
training team to ensure that the Form 1539 training materials
remain accurate, thorough, and easy to understand.

2024-013

93.044
93.045
93.053

California Department of Aging (CDA)

Reporting. Audit procedures included a review of 60 FFATA
reporting submissions associated with subrecipients. During this
review, we assessed compliance with federal reporting
requirements and evaluated the adequacy of internal controls over
the FFATA reporting process. Of the 60 subrecipients examined,
we identified that FFATA reporting was not performed for 60
subrecipients. The audit procedures also identified a lack of
effective internal controls to ensure timely and accurate reporting,
as there were no documented procedures or monitoring
mechanisms in place to verify that subrecipient data was
submitted in accordance with federal guidelines.

CDA should refine its process and related internal controls to
ensure timely and accurate FFATA reporting. These controls
should include developing written policies and procedures that
outline the steps for collecting subrecipient data, preparing reports,
and submitting them within required timelines; assigning
accountability by designating specific personnel responsible for
compliance; and implementing a monitoring and review process to
verify completion and accuracy of reporting. Additionally, training
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programs should be established to ensure staff understand
reporting requirements, and automated tracking tools or checklists
should be utilized to provide transparency and reduce the risk of
missed submissions. By introducing these internal controls, CDA
can strengthen its compliance framework, mitigate the risk of
federal funding repercussions, and enhance overall operational
integrity.

Fully Corrected. Procedures were developed that provide the
steps needed to collect the subrecipient data, identify the staff
responsible for updating FFATA reporting, and identify review and
approval timelines.

The CDA Budget Team has developed a tracking log for all FFATA
reporting and is continually reviewing procedures and providing
training on FFATA reporting.

In addition, the Budget Team has submitted questions on FFATA
reporting to the FFATA inbox at SAM.gov to make sure CDA is

Reference Number:

Assistance Listing Number:

State Administering Department:

Audit Finding:

Status of Corrective Action:

following procedures correctly.

2024-014

93.575

California Department of Social Services (CDSS)

Reporting. CDSS did not submit its FFATA reports timely for the
fiscal year ended June 30, 2024.

CDSS should compile a report tracking process and identify all
fiscal and compliance reports to be submitted with clear position
responsibilities and workflow to ensure reports include accurate
information and are timely prepared. CDSS should have a
centralized tracking mechanism and assign and document a
responsible position instead of a responsible individual person,
which will reduce the risk of reports not being filed if turnover
occurs.

Partially Corrected. CDSS agrees with this finding. However, this
is only a one-day delay in reporting due to the complexity of the
number of subrecipients. For the federal fiscal year 2024, the
reports were due on November 30, 2024, and completed by
December 1, 2024. This was a labor and time-intensive process
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given the size of the grant. A request for an extension would have
been submitted if the Federal Subaward Reporting System (FSRS)
provided a mechanism to do so. Additionally, CDSS is working on
implementing the Federal Reporting Dashboard to track FFATA

Reference Number:

Assistance Listing Number:

State Administering Department:

Audit Finding:

Status of Corrective Action:

reporting deadlines.

2024-015
93.575
California Department of Social Services (CDSS)

Reporting. For the fiscal year ended June 30, 2024,
$2,864,939,555 was reported on the SEFA for the CCDF Cluster;
however, CDSS is unable to reconcile the ACF-696 reports
submitted to the amount reported on the SEFA. The SEFA is
$366,953,250 greater than the cumulative quarterly reports which
totaled $2,497,986,305 for the fiscal year ended June 30, 2024.
The audit procedures also identified a lack of effective internal
controls to ensure timely and accurate reporting.

CDSS should review its procedures for capturing and reporting
quarterly information in the AC-696 reports to ensure information is
complete and accurate and maintain documentation supporting the
amounts reported. Furthermore, CDSS should perform a year-end
reconciliation of ACF-696 reports to the amount reported in the
Schedule and enhance internal control procedures related to the
review of the reports.

Remains  Uncorrected. The discrepancy between

Reference Number:

Assistance Listing Number:

ACF-696 and the SEFA is due to a timing difference, not because
CDSS is unable to reconcile this discrepancy. The ACF-696 is due
on July 30, 2024, and is based on preliminary figures prior to the
posting of final cost allocations and accruals. The SEFA was
based on the final expenditure report and was submitted to
Finance in November 2024. CDSS Accounting will perform
additional research if the ACF-696 report for the June 2024 quarter
can be adjusted as soon as the state fiscal year is closed.

2024-016

93.575
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State Administering Department: California Department of Social Services (CDSS)

Audit Finding: Special Tests and Provisions — Health and Safety Regulations.
CDSS has not established health and safety monitoring
procedures to ensure licensed-exempt providers serving children
who receive subsidies comply with all applicable health and safety
requirements. Accordingly, no monitoring procedures were
performed on licensed-exempt providers during the fiscal year
ended June 30, 2024.

CDSS should complete its development and implementation of a
monitoring process over the health and safety standards and
develop a mechanism to identify and track all contracts requiring
health and safety compliance monitoring.

Status of Corrective Action: Remains Uncorrected. The Child Care and Development Division
is working towards compliance with federal requirements for
license-exempt health and safety monitoring with an anticipated
completion date of July 1, 2029, assuming additional resources
are secured. This plan has been outlined in Appendix A of the
Federal Fiscal Year 2025-27 State Plan for California with
Administration of Children and Families (State Plan). The State
Plan can be provided upon request.

Reference Number: 2024-017

Assistance Listing Number: 93.575

State Administering Department: California Department of Social Services (CDSS)

Audit Finding: Subrecipient Monitoring. We selected 60 subrecipient contracts (21

local educational agency (LEA) contracts and 39 non-LEA
contracts) from 60 subrecipient entities and tested compliance with
subrecipient monitoring requirements. We noted the following:

LEA: 2 LEA -contracts/contractors had no record of on-site
monitoring over five years.

Non-LEA:
e 3 non-LEA contracts/contractors had no records available to
demonstrate risk assessment of the contractor.
e 11 non-LEA contracts/contractors had no record of on-site
monitoring over five years.
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To enhance the effectiveness of the annual risk assessment
process, CDSS should establish a thorough evaluation that focuses
on the identification and inclusion of all subrecipients and defined
risk criteria as mandated in 2 CFR 200.332. Furthermore, it is
crucial to establish and document a transparent basis for risk
profiling that directly correlates such profiles with compliance
monitoring activities across fiscal, program, and single audit
requirements.

Furthermore, CDSS should perform a comprehensive post-
transition review to ensure all monitoring responsibilities transferred
from CDE have been fully identified and assigned. This review
should validate robust mechanisms are in place for the accurate
documentation and proper retention of records.

Fully Corrected. The Program Quality Improvement Branch (PQIB)
has resolved the risk assessment application finding. Risk
assessment criteria is applied and documented for all agencies
annually. Documentation of the applied risk assessment is in the
caseload spreadsheet. The Continuous Improvement Plan (CIP)
process was implemented in 2024-25. The updated procedures
have been applied for tracking. The process ensures reports are
received for all programs requiring follow-up from outstanding
findings identified during contract monitoring. Fiscal year 2025-26
will be the first full year of implementation of this practice and the
PQIB will conduct internal monitoring to ensure procedures are
followed. A spreadsheet tracks all areas of the monitoring tool that

require follow-up.

Additionally, CDSS has fully adopted a process for audit report
monitoring responsibilities of LEA and certain non-LEAs receiving
CCDF Cluster program funds. This process applies to the
monitoring of 2024-25 audit reports and includes notifying
contractors and certified public accountant (CPA) firms that CDSS
must be reported as the pass-through entity for the CCDF cluster
on the SEFA in Single Audit reports. When CDSS audit monitoring
discovers CDE as the pass-through entity on the SEFA, CDSS will

directly request the CPA to revise the SEFA.
2024-018
11.438

California Department of Fish and Wildlife (CDFW)
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Subrecipient Monitoring. Audit procedures included a review of a
sample of subrecipient contracts for required information with the
following results noted.

For 10 of 10 samples, the contract did not include neither the ALN
nor the identification of whether the award is for research and
development.

Furthermore, the agency did not perform required monitoring to
verify that subrecipients subject to the Single Audit requirement (2
CFR Part 200, Subpart F) completed their audits and addressed
any findings. Specifically, the agency did not obtain or review
subrecipient audit reports for the fiscal year under audit.

CDFW management should enhance existing controls around the
review of all subaward agreements to ensure that all pass-through
agreements include each of the required elements of 2 CFR
§200.332.

CDFW  management should establish and implement
comprehensive procedures to ensure compliance with subrecipient
monitoring requirements. These procedures should include
identifying which subrecipients are subject to Single Audit
requirements, obtaining and reviewing their audit reports on an
annual basis, documenting verification of compliance, and ensuring
timely follow-up on any corrective actions related to audit findings.

Fully Corrected. The Subrecipient Risk Assessment (DFW 870)
was revised to capture all elements required by 2 CFR §200.332,
including identifying which subrecipients are subject to Single Audit
requirements, obtaining and reviewing their audit reports on an
annual basis, documenting verification of compliance, and ensuring
timely follow-up on any corrective actions related to audit findings,
as well as identifying the ALN and whether the award is for
research and development. DFW 870 is used before the agreement
is executed to ensure the entity meets all requirements.

The Subrecipient Risk Assessment (DFW 870A) was created to
capture all elements required by 2 CFR §200.332, including
obtaining and reviewing their audit reports on an annual basis,
documenting verification of compliance, and ensuring timely follow-
up on any corrective actions related to audit findings, as well as
identifying the ALN and whether the award is for research and
development. DFW 870A is completed annually to ensure the entity
continues meeting all requirements throughout the life of the
agreement.
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Budget Branch has implemented the process to now send an
annual memorandum to CDFW staff notifying them of the
requirements of DFW 870 and DFW 870A, along with the
requirements to complete the applicable forms for the Federal
Assistance Section to approve the use of federal funds to fund the
subrecipient agreements.

2024-019

11.438
15.611
20.205

California Department of Fish and Wildlife (CDFW)
California Department of Transportation (Caltrans)

Period of Performance. For awards with period of performance
beginning dates and ending dates during the fiscal year, audit
procedures included testing transactions posted to the general
ledger during the first and last month of the award. We noted the
following instances of noncompliance:

CDFW- Pacific Coast Salmon Recovery Pacific Salmon Treaty
Program - research and development. Audit procedures included
testing 5 sampled transactions from projects with period of
performance ending dates during the fiscal year totaling $122,346.
One of the expenditures, totaling $18,915, was related to costs
incurred after the period of performance end date. The Project
Period End Date for the grant award was August 31, 2023;
however, costs were incurred through September 30, 2023.

CDFW - Wildlife Restoration and Basic Hunter Education and
Safety - research and development. Audit procedures included
testing 40 sampled transactions from projects with period of
performance ending dates during the fiscal year totaling $540,319.
One of the expenditures, totaling $2,784, was related to costs
incurred after the period of performance end date. The Project
Period End Date for the grant award was June 30, 2024, however,
costs were incurred on July 11, 2024.

Caltrans- Highway Planning - research and development. Audit
procedures included testing 3 sampled transactions from projects
with period of performance beginning dates during the fiscal year
totaling $5,089. One of the expenditures, totaling $107, was related
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to costs incurred prior to the period of performance begin date. The
Project Period Start Date for the grant award was July 1, 2023,
however costs were incurred on June 8, 2023.

CDFW and Caltrans should provide additional training over their
review processes to ensure that reviewers are verifying that
transactions are posted to the proper grant.

Questioned costs were $21,806 for the fiscal year ended June 30,
2024.

CDFW-_Fully Corrected. Accounting Services Branch Voucher
Approval Procedures was revised to include direction to staff to only
approve vouchers with dates consistent with the Project ID start

and end date as identified on the FI$Cal Crosswalk.

The updated Accounting Services Branch Voucher Approval
Procedures also include direction the staff can only begin approving
vouchers in FI$Cal after they are trained on the desk procedures.

Caltrans- Remains Uncorrected. Once the Division of Research,
Innovation, and System Information (DRISI) appoints a new Deputy
Division Chief, an email will be sent to all DRISI Supervisors and
Managers, or the entire DRISI staff, as they deem fit. Correction is

estimated in May 2026.

DRISI will also add the related verbiage to the Contractor

Manager’'s Handbook. Correction is estimated in July 2026.

Caltrans sent an email to DRISI staff in May 2026 to inform them
about the federal compliance for State Planning Research (SPR)
Part 1l funded tasks and to avoid audit findings. The email sent
included procedures to ensure that all Travel Expense Claims
(TEC) and non-encumbered Operating Expense (OE) charges are
coded to the correct Annual Work Program and communicated to

the TEC unit.

2024-020

97.036

California Governor’s Office of Emergency Services (Cal OES)

Reporting. Audit procedures included a review of 60 FFATA
reporting submissions associated with subrecipients. During this
review, we assessed compliance with federal reporting
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requirements and evaluated the adequacy of internal controls over
the FFATA reporting process. Of the 60 subrecipients examined,
we identified that FFATA reporting was not performed for 18
subrecipients. The audit procedures identified that while the Cal
OES had documented procedures and standard operating protocols
in place, the internal controls were not sufficiently effective to
ensure timely and accurate FFATA reporting. Existing procedures
and monitoring practices did not fully ensure that subrecipient data
was submitted in accordance with federal guidelines.

Cal OES should revise its process and related internal controls to
ensure timely and accurate FFATA reporting. These controls should
include revising established policies and procedures that outline the
steps for collecting subrecipient data, preparing reports, and
submitting them within required timelines; assigning accountability
by designating specific personnel responsible for compliance; and
implementing a monitoring and review process to verify completion
and accuracy of reporting. Additionally, training programs should be
established to ensure staff understand reporting requirements, and
automated tracking tools or checklists should be utilized to provide
transparency and reduce the risk of missed submissions. By
introducing these internal controls, Cal OES can strengthen its
compliance framework, mitigate the risk of federal funding
repercussions, and enhance overall operational integrity.

Fully Corrected. Cal OES agrees with the recommendation. The
Cal OES Recovery Financial Administration Branch (FAB), which
oversees Public Assistance funds, has revised its existing FFATA
reporting procedures and taken several actions to strengthen
internal controls, resolve discrepancies among reporting systems,
and ensure staff are fully trained to maintain compliance with all
FFATA reporting requirements.

In March of 2025, the Cal OES FAB developed the FAB FFATA
SOP for FFATA reporting, which outlines steps for collecting
subrecipient data, preparing reports, and submitting reports within
the required time frames. In addition, the Cal OES FAB enhanced
its existing FFATA reporting procedures using Salesforce to provide
accurate data reports for federally funded grant projects. These
reports are then used to ensure accurate reporting and timely
updates to existing FFATA records.

Further, in July of 2025, Cal OES FAB was provided a
comprehensive FFATA training course to ensure staff understand
the process and reporting requirements for FFATA. The Recovery
FAB analysts are responsible for submitting FFATA reporting and
ensuring that all required fields are completed accurately. FFATA
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reporting is performed by the Recovery FAB analysts and is
reviewed and approved by their respective peer reviewers and
manager to verify accuracy and complete reporting.
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SUMMARY SCHEDULE OF 2023 PRIOR AUDIT FINDINGS

Reference Number: 2023-001

State Administering Department: California Employment Development Department (EDD)
California Department of Social Services (CDSS)
California Department of Education (CDE)

Audit Finding: Material Weakness and Material Instance of Noncompliance.
EDD - Due to the unprecedented impacts from the COVID-19
pandemic and inadequate control over financial reporting,
EDD was unable to timely report to Finance through the
Single Audit Expenditures Reporting Database (Database)
accurate and reliable federal cash basis expenditures for its
largest federal award program that it administers, the
Unemployment Insurance (ALN 17.225) program. The delay
resulted in Finance being unable to compile and produce a
complete and final approved Schedule untii May 2024.
Although an initial estimated expenditure amount was
reported by EDD of $5.7 billion, the final amount reported in
the SEFA was $5.4 billion. In addition, EDD initially did not
report $250 million in federal expenditures for the COVID-19 —
Coronavirus State and Local Fiscal Recovery Funds (SLFRF)
(ALN 21.027) program.

EDD should continue to evaluate existing processes and
controls related to its ability to properly report and timely
submit complete and accurate federal award cash basis
expenditures to the Database, which affords Finance the
ability to timely compile and produce a final SEFA pursuant to
the Uniform Guidance.

CDSS- Due to an erroneously assigned code for nine
counties in the general ledger system, CDSS understated the
amount passed through to subrecipients for the Temporary
Assistance for Needy Families (ALN 93.558) program by
$429,623,012 for the fiscal year ended June 30, 2023. This
amount represents pass-through amounts to nine counties.

CDSS should evaluate existing processes to ensure a correct
code is assigned to the subaward entities in the general
ledger system.

CDSS and CDE - Due to insufficient communication
regarding grant requirements to stakeholders and untimely
identification of subsequent grant guidance, CDSS and CDE
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overstated the amount passed through to subrecipients for
the Child Care and Development Block Grant (ALN 93.575), a
component of the Childcare and Development Fund (CCDF)
Cluster, by $665,470,225 and $191,925,159, respectively, for
the fiscal year ended June 30, 2023. The amount represents
the ARPA Stabilization funds for which awards and payments
made to qualified child care providers are considered
beneficiary payments and not subrecipient pass-throughs.

CDSS should review the criteria of new grant funding to
ensure grant requirements are properly identified and
communicated to stakeholders so expenditures are
appropriately classified on the SEFA.

EDD — Partially Corrected. Overall, the issue arose from
insufficiently established and standardized reporting
procedures. EDD did not maintain a fully documented,
end-to-end process or set of controls to produce cash-basis
federal expenditure data for the SEFA across the
Unemployment Insurance (Ul) and COVID-related funding
streams. As a result, reporting was delayed, required
post-deadline adjustments, and did not comprehensively
capture all required expenditures for ALN 17.225 and ALN
21.027.

For 2023-24, EDD set up a temporary process to compare Ul
cash payments with federal draws and grant award records,
and EDD completed the year end reconciliation to the final
SEFA. EDD also identified missing COVID related activity and
recorded the needed catchup entries, making sure all
spending was correctly mapped to ALN 21.027.

For 2024-25, EDD is improving the SEFA process by aligning
the reporting calendar with Finance’s federal award reporting
deadlines, creating a catalog to track ALN program
requirements, performing annual quality assurance checks
(such as verifying ALN assignments, confirming cash basis
reconciliations, and reviewing prior year audit findings), and
developing training materials and standard operating
procedures.

EDD’s success will be measured by the ability to produce
SEFA data that is complete, accurate, and submitted on time.
This means all federal program expenditures are fully
captured and correctly assigned to the right ALN; cash basis
amounts agree with supporting records such as the general
ledger, federal drawdowns, and grant award documents; all
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required schedules, notes, and disclosures are prepared
without missing information; the data goes through
documented quality assurance checks before submission;
and the final SEFA is completed and submitted by the
deadlines set by Finance and federal reporting requirements.

CDSS - Fully Corrected. Corrective action was taken. Refer to
the State of California Single Audit Report for the fiscal year
ended June 30, 2024.

2023-002

10.557

California Department of Public Health (Public Health)

Procurement and Suspension of Debarment. Due to Public
Health’s lack of full awareness of the suspension and
debarment requirements and formal procedures to
consistently document and retain related evidence, three out
of the twelve vendor contract agreements reviewed did not
include a suspension and debarment certification clause
indicating the contractor was not suspended or debarred from
participation in federally funded contracts. There was no other
documentation available to demonstrate that the verification
of suspension and debarment was performed prior to entering
into the covered transactions. Based on the subsequent
review of the System for Award Management (SAM)
exclusions, these contractors were not suspended or
debarred.

Public Health should review and strengthen its procedures for
verifying the suspension and debarment status of vendors
before entering into any agreement involving federal funds
and ensure that the verification documentation is maintained.
Alternatively, incorporate a clause in vendor contracts
requiring vendors to certify their suspension or debarment
status.

Fully Corrected. Corrective action was taken. Refer to the
State of California Single Audit Report for the fiscal year
ended June 30, 2024.
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2023-003
17.225
California Employment Development Department (EDD)

Activities Allowed or Unallowed Eligibility. In EDD’s
administration of the Unemployment Insurance program,
$198,804,488 in benefit payments were estimated by EDD to
be potentially ineligible payments and have not been reported
in the SEFA. The estimate was based on data parameters to
identify claimants who received benefits that matched
ineligible criteria for identity or eligibility fraud due to
misrepresented information.

The Unemployment Insurance Branch of EDD reviews
unemployment insurance claims of claimants for involuntary
separation to ensure separations were for valid reasons
under the Unemployment Insurance Code. Due to inadequate
or untimely review performed during the adjudication process,
out of 138 unemployment insurance benefit payments tested,
there was 1 claimant receiving benefits, whose reasons for
involuntary separation indicated separation was due to
misconduct, which was incorrectly categorized as eligible by
EDD. Known questioned costs for the one claimant identified
were paid unemployment compensation of $6,975 under the
Unemployment Insurance Program.

EDD should enhance its adjudication process to support
proper eligibility determinations and decrease improper
payments to ineligible claimants.

Fully Corrected. Corrective action was taken. Refer to the
State of California Single Audit Report for the fiscal year
ended June 30, 2024.

2023-004

17.225

California Employment Development Department (EDD)
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Activities Allowed or Unallowed and Eligibility. During the
fiscal year ended June 30, 2020, EDD implemented the
Pandemic Unemployment Assistance (PUA) program, under
the CARES Act for COVID-19 relief in unemployment
compensation. Under the CARES Act, the PUA program was
to be administered in accordance with the Disaster
Unemployment Assistance (DUA) program under section 625
of Title 20, Code of Federal Regulations. The amount of PUA
payable to an unemployed or unemployed self-employed
individual for a week of total unemployment shall be the
weekly amount of compensation the individual would have
been paid as regular compensation, as computed under the
provisions of the applicable State law for a week of total
unemployment. The weekly amount determination is
calculated using the wages reported by the claimant. Upon
receipt of a PUA claim, EDD would verify wages reported to
ensure accurate weekly benefit amounts under PUA.

Due to untimely performance of wage and employment
verifications of the claimants and Unemployment Issuance
Program Letter (UIPL) No.05-24 issued by the U.S.
Department of Labor (DOL), allowing discontinuation of
pursuing claims older than one year that were not a result of
fraud, misrepresentation or willful nondisclosure, out of 138
PUA benefit payments tested, there were 91 claimants with
verification issues (either wages, self-employment, or both).
Known questioned costs for the 91 claimants were
$1,708,094.

EDD should ensure that proper verification procedures are in
place to minimize the number of claimants with wage and/or
employment verification issues. Effective and robust
verification procedures should assist EDD in processing
unemployment benefits only to eligible claimants.

Fully Corrected. Corrective action was taken. Refer to the
State of California Single Audit Report for the fiscal year
ended June 30, 2024.

2023-005
17.225
California Employment Development Department (EDD)

Activities Allowed or Unallowed and Eligibility. During the
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fiscal year ended June 30, 2023, EDD continued its
administration of the Pandemic Unemployment Assistance
(PUA) program, under the Coronavirus Aid, Relief, and
Economic Security (CARES) Act for COVID-19 relief in
unemployment compensation. Under the CARES Act, the
PUA program was to be administered in accordance with the
Disaster Unemployment Assistance (DUA) program under
section 625 of Title 20, Code of Federal Regulations.
Claimants eligible for PUA benefits were paid additional
benefits under the Federal Pandemic Unemployment
Compensation program (FPUC).

In EDD’s administration of the PUA and FPUC programs,
$90,034,050 in benefit payments were estimated to be
ineligible payments and have not been reported in the SEFA.
The estimate was made by the Unemployment Insurance
Branch and was based on data parameters to identify
claimants that received benefits that matched ineligible
criteria for identity fraud or eligibility fraud for misrepresented
information.

Due to inadequate or untimely review of claimant, out of 138
PUA benefits payment tested, there was one benefit payment
to a claimant determined to be ineligible whose identity was
not sufficiently verified. Known questioned costs were $8,502
for PUA and $7,200 for FPUC.

EDD should continue to strengthen controls, such as
database identification crossmatches, |D.me verification,
partnerships with law enforcement and Thompson Reuters,
as well as system enhancements to mitigate the potential of
further employment benefit fraud. Such improvements in
internal controls should improve EDD’s ability to timely
prevent and detect unemployment benefit fraud.

Fully Corrected. Corrective action was taken. Refer to the
State of California Single Audit Report for the fiscal year
ended June 30, 2024.

2023-006

20.205

California Department of Transportation (Caltrans)

Subrecipient Monitoring. Caltrans did not clearly identify
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subaward agreements made to subrecipients as subawards
and did not include all required elements for 5 of 40
subrecipients sampled. Additionally, the monitoring of the 5 of
40 sampled subrecipients was not sufficient to detect whether
the subrecipients’ expenditures were properly reported on the
respective subrecipients’ schedules of expenditures of federal
awards.

Caltrans should develop and implement a consistent policy
and process for all divisions and district offices to use in
making and monitoring subawards under the highway
planning and construction program to ensure that all required
subaward information is communicated to subrecipients at the
time of the award and the federal funds disbursed to
subrecipients are adequately monitored.

Remains Uncorrected. The finding was repeated in fiscal year
2023-24. Refer to Finding 2024-006.

2023-007
21.027

California  Community  Colleges Chancellor's  Office
(Chancellor’'s Office)

Activities Allowed or Unallowed and Eligibility. The
Chancellor’'s Office did not assess each subrecipient’s risk of
potential noncompliance with the COVID-19 — Coronavirus
State and Local Fiscal Recovery Funds (SLFRF) subaward
federal statutes, regulations, and terms and conditions, and
did not adequately monitor its subrecipients (community
colleges) to ensure that the community colleges complied with
federal statutes, regulations, and terms and conditions of the
SLFRF subaward. The SLFRF subawards included specific
requirements for eligibility of students receiving SLFRF-
funded emergency financial aid, which included a requirement
to request eligibility certifications from students, to determine
if any students that received emergency financial aid were
ineligible and instructions to make necessary general ledger
entries to ensure any ineligible students’ financial aid was
removed from the SLFRF specific funding and assigned to a
nonfederal source. The Chancellor's Office did not request or
inspect any documentation from the community colleges to
verify that required eligibility certifications and/or necessary
general ledger entries were made by the community colleges.
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The Chancellor's Office should develop and implement
detailed subrecipient monitoring procedures, to include
assessing each community college’s risk of noncompliance;
conducting a review of supporting documents for those
community colleges identified by the risk assessment to be at
risk of noncompliance as defined by the Chancellor’'s Office’s
monitoring procedures; and ensuring corrective action is
taken for any deficiencies identified. Regular follow-ups and
documented communication efforts should be part of this
process to ensure effective oversight of the SLFRF
subawards.

Fully Corrected. Corrective action was taken. Refer to the
State of California Single Audit Report for the fiscal year
ended June 30, 2024.

2023-008

93.323

California Department of Public Health (Public Health)

Procurement and Suspension and Debarment. Due to the
program personnel’s lack of awareness of the suspension
and debarment requirements, ten out of the ten vendor
contract agreements reviewed did not include a suspension
and debarment certification clause indicating the contractor
was not suspended or debarred from participation in federally
funded contracts. There was no other documentation
available to demonstrate that the verification of suspension
and debarment was performed prior to entering the covered
transactions. Based on the subsequent review of the System
for Award Management (SAM) exclusions, these contractors
were not suspended or debarred.

Public Health should review and strengthen its procedures for
verifying the suspension and debarment status of vendors
before entering into any agreement involving federal funds
and ensure that the verification documentation is maintained.
Alternatively, incorporate a clause in vendor contracts
requiring vendors to certify their suspension or debarment
status.

Partially Corrected. The finding was repeated in fiscal year
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2023-24. Refer to Finding 2024-008.

Reference Number: 2023-009
Assistance Listing Number: 93.323
State Administering Department: California Department of Public Health (Public Health)

Audit Finding:

Subrecipient Monitoring. Public Health did not establish a
formal risk assessment process over its subrecipients of
federal awards by which to determine the frequency and
extent of subrecipient monitoring to be performed. While
Public Health received reimbursement invoices from
subrecipients, there did not appear to be other financial or
programmatic monitoring to verify subrecipients complied with
applicable requirements. In addition, Public Health did not
obtain supporting documentation for any expenditures
invoiced by the subrecipients. Follow-up monitoring for
subrecipients with no single audit reports did not appear to be
performed. On-site monitoring visits were not completed.
Public Health was wunable to provide evidence that
suspension and debarment status of subrecipients was
checked prior to entering into subaward.

Public Health used a Department Allocation Letter (DAL) for
the COVID-19 program instead of an agreement or contract
for the subaward to subrecipients. Certain required
information for the subaward federal award information such
as ALN and Title and Federal Award ldentification Number
(FAIN) were not clearly identified in the DAL.

Public Health should establish and document formal
procedures for conducting risk assessments of subrecipient
funding, including criteria for evaluating organizational
capacity, financial stability, compliance history, and
programmatic capabilities. Public Health should also develop
and implement procedures outlining the process of obtaining
single audit reports from subrecipients. Furthermore, a
monitoring mechanism should be implemented to track
compliance with the single audit mandate among
subrecipients, including regular follow-ups and documentation
of communication efforts.

Public Health should ensure every subaward includes all
requirements imposed on the subrecipient so that the federal
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award is used in accordance with federal statutes,
regulations, and the terms and conditions of the federal
award.

Partially Corrected. The finding was repeated in fiscal year
2023-24. Refer to Finding 2024-009.

2023-010
93.575
California Department of Social Services (CDSS)

Reporting. Due to employee turnover and position
responsibilities not clearly identified, CDSS did not submit its
FFATA reports timely for the fiscal years ended June 30,
2023, and 2022.

CDSS should compile a report tracking process and identify
all fiscal and compliance reports to be submitted with clear
position responsibilities and workflow to ensure reports
include accurate information and are timely prepared. CDSS
should have a centralized tracking mechanism and assign
and document a responsible position instead of a responsible
individual person, which will reduce the risk of reports not
being filed if turnover occurs.

Fully Corrected. The finding was repeated in fiscal year 2023-
24, Refer to Finding 2024-014

2023-011

93.575
93.596

California Department of Social Services (CDSS)

Reporting. For the fiscal year ended June 30, 2023,
$2,183,002,451 was reported on the SEFA for the CCDF
Cluster; however, CDSS is unable to reconcile the ACF-696
reports (Financial Reporting Form for the Child Care and
Development Fund State & Territory Lead Agencies)
submitted to the amount reported on the SEFA. The SEFA is
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$53,163,387 greater than the cumulative quarterly reports
which totaled $2,129,839,064 for the fiscal year ended June
30, 2023.

The expenditures tracked and recorded by CDSS and CDE
are reported together on the ACF-696 quarterly reports.
CDSS, the department responsible for filing the reports for the
fiscal year ended June 30, 2023, cannot identify the
expenditures at the department level and therefore is unable
to reconcile the discrepancy.

CDSS should review its procedures for capturing and
reporting quarterly information in the ACF-696 reports to
ensure the information is complete and accurate and maintain
documentation  supporting the amounts  reported.
Furthermore, CDSS should perform a year-end reconciliation
of the ACF-696 reports to the amount reported in the SEFA.

Remains Uncorrected. The finding was repeated in fiscal year
2023-24. Refer to Finding 2024-015

Reference Number:

Assistance Listing Number:

State Administering Department:

Audit Finding:

2023-012

93.575
93.596

California Department of Social Services (CDSS)

Subrecipient Monitoring. Based on the testing of selected 60

subrecipient contracts (14 local educational agency (LEA)
contracts and 46 non-LEA contracts) from 50 subrecipient
entities and compliance with subrecipient monitoring
requirements, the following were noted:

LEAs
e Three LEA contracts/contractors had no records for
the receipt of a corrective action plan or notification of
resolution for findings identified in monitoring reports.
e One LEA contract/contractor did not have the quarterly
fiscal reports available for review for the quarter
selected for testing.

Non-LEAs
e Five non-LEA contracts/contractors had no records
available to demonstrate risk assessment of the
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contractor.

e Four non-LEA contracts/contractors had no record of
on-site monitoring over five years.

e Seven non-LEA contracts/contractors had no records
for the receipt of the corrective action plan or
notification of resolution for findings identified in
monitoring reports.

o Five non-LEA contracts/contractors did not have the
quarterly fiscal reports available for review for the
quarters selected for testing.

The monitoring of the contractors’ single audit reports and
follow-up on noted findings continued to be a shared
responsibility between CDSS and CDE during 2022-23. The
transition of audit report monitoring responsibilities over LEAs
receiving CCDF Cluster program funds is still in process and
not yet centralized with CDSS. Furthermore, subrecipients
continue to report the pass-through entity as CDE and not
CDSS. Questioned costs were $175,631,433 of $332,931,906
sampled contract expenditures for fiscal year ended June 30,
2023.

To enhance the effectiveness of the annual risk assessment
process, a thorough evaluation that focuses on the
identification and inclusion of all subrecipients, and defined
risk criteria as mandated in 2 CFR 200.332 is recommended.
Furthermore, it is crucial to establish and document a
transparent basis for risk profiling that directly correlates such
profiles with compliance monitoring activities across fiscal,
program, and single audit requirements.

Furthermore, CDSS should perform a comprehensive post-
transition review to ensure all monitoring responsibilities
transferred from CDE have been fully identified and assigned.
This review should validate robust mechanisms are in place
for accurate documentation and proper retention of records.

Fully Corrected. The finding was repeated in fiscal year 2023-
24. Refer to Finding 2024-017.

2023-013
93.575

California Department of Social Services (CDSS)
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Special Tests and Provisions — Child Care Provider Eligibility
for American Rescue Plan Act Stabilization Funds. CDSS
uses a third-party service provider to administer payments to
child care contractors and assist with the coordination and
collection of certain information required to be eligible to
receive state and federal child care funding. The third-party
service provider is considered a fiduciary and not a
subrecipient, thus CDSS is responsible for monitoring
eligibility compliance related to the ARPA Stabilization
funding.

Of the 25 samples we selected for testing eligibility criteria
related to the ARPA Stabilization fundings, 22 contractors
were determined eligible by the third-party service provider;
however, CDSS did not monitor that the third-party service
provider appropriately discharged its duties and correctly
determined that recipients were eligible. The questioned costs
were $232,082,456.

CDSS should review its contract with the third-party service
provider and identify compliance requirements delegated to
the provider and develop a monitoring program to ensure the
third-party service provider is accurately fulfilling its
responsibilities in determining compliance of contractors.

Audit Finding Does Not Warrant Further Action. Refer to the
State of California Single Audit Report for the fiscal year
ended June 30, 2024.

2023-014
93.575

California Department of Social Services (CDSS)

Special Tests and Provisions — Health and Safety
Requirements. CDSS has not established health and safety
monitoring procedures to ensure licensed-exempt providers
serving children who receive subsidies comply with all
applicable health and safety requirements. Accordingly, no
monitoring procedures were

performed on licensed-exempt providers during the fiscal year
ended June 30, 2023.
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CDSS should complete its development and implementation
of a monitoring process over the health and safety standards
and develop a mechanism to identify and track all contracts
requiring health and safety compliance monitoring.

Remains Uncorrected. The finding was repeated in fiscal year
2023-24. Refer to Finding 2024-016.

2023-015
93.767

California Department of Health Care Services (DHCS)

Activities Allowed or Unallowed. Eighteen of 56 contractor
counties of Short-Doyle funding were tested and seventeen
had not submitted their cost reports by the December 31 due
date. Five of the seventeen contractor counties have not
submitted their cost reports for 2021-22 (more than 12 months
late) and thirteen of the seventeen contractor counties have
subsequently submitted their cost reports for 2021-22.
Although the Mental Health Division of DHCS did take the
required action of notifying the eighteen contractor counties in
writing within 30 days of noncompliance, it has not taken any
additional action necessary to ensure contract and
performance compliance. The cost reports are the basis for
the allocation of payments made to contractor counties
providing mental health services to eligible beneficiaries and
serve to provide the Mental Health Division with fiscal
oversight for contract and performance compliance.

DHCS should develop and follow policies and procedures to
take additional action for significantly late annual cost reports.
These policies and procedures should include imposing
sanctions, including, but not limited to, fines, penalties, the
withholding of payments, probationary or corrective actions, or
any other actions deemed necessary to promptly ensure
contract and performance compliance.

Fully Corrected. The finding was repeated in fiscal year 2023-
24. Refer to Finding 2024-010.

2023-016
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93.778

California Department of Public Health (Public Health)

Special Tests and Provisions — Provider Health and Safety

Standards. There was no evidence of surveyor signature or
supervisor review and approval on Form CMS-1539 for all 40

surveys of providers tested.

Public Health should update its processes and controls in
place to ensure timely review and approval of Form CMS-
1539, including for situations when staff are on leave and/or

have left the department.

Fully Corrected. The finding was repeated in fiscal year 2023-

24. Refer to Finding 2024-012.

Reference Number:

Assistance Listing Number:

State Administering Department:

Audit Finding:

Status of Corrective Action:

2023-017
93.917

California Department of Public Health (Public Health)

Eligibility. All applications must be reviewed internally by AIDS
Drug Assistance Program (ADAP) staff via an electronic
secondary review process to confirm eligibility; however, one

of sixty applications was not reviewed by ADAP staff.

The ADAP Branch should continue to monitor compliance with
its policies to ensure secondary reviews of ADAP applications

follow the established guidelines.

Fully Corrected. Corrective action was taken. Refer to the
State of California Single Audit Report for the fiscal year

ended June 30, 2024.

Reference Number:

Assistance Listing Number:

State Administering Department:

2023-018
93.959

California Department of Health Care Services (DHCS)
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Audit Finding:

Status of Corrective Action:

Reference Number:

Assistance Listing Number:

State Administering Department:

Audit Finding:

Status of Corrective Action:

YEAR ENDED JUNE 30, 2025

Activities Allowed or Unallowed. During the testing of
60 employee timesheets, DHCS did not have documentation
of the approval for time charged to the Prevention and
Treatment of Substance Abuse (SAPT) program for one of the
samples tested.

DHCS should adhere to its processes and controls in place to
ensure all timesheets are reviewed and approved by a
manager or supervisor.

Fully Corrected. Corrective action was taken. Refer to the
State of California Single Audit Report for the fiscal year
ended June 30, 2024.

2023-019
96.001

California Department of Social Services (CDSS)

Allowable Costs/Cost Principles. The documentation for one
of forty samples selected for testing did not agree to the
payment disbursed to a provider for medical evidence of
record (MER) services. The provider was overpaid by $5.
Questioned costs are projected to be $54,398.

CDSS should strengthen its controls over the review for
accuracy of the provider invoice amounts input into the
Modernized Integrated Disability Adjudicative System
(MIDAS).

Fully Corrected. Corrective action was taken. Refer to the
State of California Single Audit Report for the fiscal year
ended June 30, 2024.
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SUMMARY SCHEDULE OF 2022 PRIOR AUDIT FINDINGS

Reference Number:

Assistance Listing Number:

State Administering Department:

Audit Finding:

Status of Corrective Action:

2022-003

10.557

California Department of Public Health (Public Health)

Eligibility. During the fiscal year ended June 30, 2020, the
Special Supplemental Food Program for Women, Infants and
Children (WIC) nutrition program implemented phase 1 of a
new management information system known as the Women,
Infants, and Children Web Information System Exchange
(WIC-WISE) in a two-phased approach to replace the WIC
Management Information Systems (WIC-MIS). WIC-WISE is
programmed such that updates to eligibility information
overwrite existing data. As a result, key data and
documentation to support the initial participant eligibility are
removed during the recertification process. Public Health’s
WIC Division requested a correction to WIC-WISE to retain
eligibility history in the “Cert History Report” when subsequent
eligibility information is input. The correction had not been
implemented, and the system defect still existed during the
fiscal year ended June 30, 2022.

WIC-WISE system updates should be promptly implemented
and tested to ensure that participant data and eligibility
documentation are appropriately retained within the system.

Partially Corrected. In August 2023, the WIC Division
implemented new audit tables in WIC-WISE to prevent
overwriting of participant eligibility data. From this date
forward, the system retains all new eligibility information as
required.

During validation of these updates, the WIC Division identified
two defects impacting the display of certification history
reports. USDA-mandated modernization work delayed
implementation of the fix. The WIC Division anticipates
releasing the display corrections in the third quarter of 2026.



CALIFORNIA STATE AUDITOR
Report 2025-002 | August 2026 | Page 148

STATE OF CALIFORNIA

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

YEAR ENDED JUNE 30, 2025

SUMMARY SCHEDULE OF 2021 PRIOR AUDIT FINDINGS

Reference Number:

Assistance Listing Number:

State Administering Department:

Audit Finding:

Status of Corrective Action:

2021-007

21.019

California Business, Consumer Services, and Housing
Agency (BCSH) and California Department of Housing and
Community Development (HCD)

California Department of Education (CDE)

California Department of Social Services (CDSS)

Subrecipient Monitoring. For 2 of 60 subawards tested, the
State did not communicate required subaward information to
its subrecipients of the Coronavirus Relief Fund (CRF)
program at the time of the subaward, or when the State
became aware of changes in subaward information, including
identification that the subaward funds represented federal
funding. Also, for 4 of 60 direct costs tested, the transactions
were subsequently determined to be subawards, for which the
required subaward information was not properly
communicated to the subrecipients. The 4 direct costs
transactions were from BCSH; 1 of the subawards was from
CDE; and 1 of the subawards was from CDSS.

The state administering departments identified above should
review all subawards provided which were funded using CRF
program funds, provide the subrecipients with subaward
information required by 2 CFR 200.332(a), and determine
whether the subrecipients properly reported CRF subawards
and related expenditures in their respective Schedule
pursuant to 2 CFR 200.502. If federal subawards were not
reported, the state administering departments should perform
appropriate follow-up monitoring procedures.

BCSH/HCD - Fully Corrected. HCD instituted numerous
protocols to increase grantee accountability and transparency
after the transition of BSCH'’s grant programs to HCD on July
1, 2024. The CRF funds in question were all expended and
the program closed out before the California Interagency
Council on Homelessness (Cal ICH) program portfolio was
transferred to HCD in 2024. Since that time, HCD has made
substantial improvements to the transparency, monitoring,
and tracking of the inherited BSCH programs.
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HCD has protocols in place to ensure accurate and timely
reporting and to prevent a similar finding in the future. HCD
requires all the reports and submissions below and uses
those data sources to tailor the appropriate technical
assistance to improve program performance, mitigate
compliance issues, and increase oversight and accountability.
HCD has developed a robust desk audit process, especially
for the Homeless Housing, Assistance, and Prevention
(HHAP) Program, which requires grantees to demonstrate
they have met key programmatic and fiscal milestones before
HCD will disburse the second half of their HHAP award. HCD
also utilizes its program and statutory authority to revoke
funds or require other consequences or corrective actions, if
needed.

e HHAP Program: HCD requires monthly fiscal reports
capturing dollars obligated and expended by grantees.
Obligated is defined as "the amount of funding for
which the grantee has placed orders, awarded
contracts, received services, or entered into similar
transactions that require payment." Expended is
defined as "the amount of funding for which the
grantee has obligated grant dollars under contract or
subcontract that have been fully paid and no invoices
remain outstanding." HHAP fiscal progress is reflected
on the HHAP Fiscal Dashboard, and fiscal progress
toward statutory fiscal milestones is reflected in the
HHAP_Fiscal Snapshot. These tools are refreshed
monthly with the newest data.

e Encampment Resolution Funding (ERF) Program:
HCD requires quarterly reports capturing funds
obligated and expended, grantee self-reported
progress status in accordance with predetermined
definitions provided by HCD, and data on the number
of individuals served and housed in interim or
permanent housing solutions by award. ERF fiscal
progress is reflected in the ERF Fiscal Dashboard,
and the most recent cumulative ERF quarterly reports
with progress statuses and the number of individuals
served and housed are aggregated and posted
quarterly on the ERF website.

e Both programs require Annual Reports due every April
1, with a Final Report in lieu of the final Annual Report.
For reference, the 2025 ERF Annual Report and the
2025 HHAP_ Annual Report are posted online, with
cumulative program data through December 31, 2024.
Annual Reports require the following data for every
program activity:

o Specific description of the activity or project
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funded by the HHAP funding or ERF award
o The eligible use category the activity supports
o Address or general location (if applicable) for
interim or permanent housing, or where
services were provided to an encampment or
multiple encampments
o If a subcontractor was utilized, the name of the
subcontractor to whom the funds were
obligated/contracted, or to which organization
funds were sub-granted
o Amount obligated
o Amount expended
o Activity status, and if complete, the date the
activity was completed
o For HHAP only:
= Whether the activity supports the
required Youth Set-Aside
= The California System Performance
Measure(s) improved by the activity

CDE — Fully Corrected. Corrective action was taken. Refer to
the State of California Single Audit Report for fiscal year
ended June 30, 2022.

CDSS - Fully Corrected. Corrective action was taken. Refer to
the State of California Single Audit Report for fiscal year
ended June 30, 2022.
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DEPARTMENT OF Gavin Newsom = Governor

< \1
rore” FI NAN CE 1021 O Street, Suite 3110 » Sacramento CA 95814 » www.dof.ca.gov
OFFICE OF THE DIRECTOR

July 31, 2026

CliftonLarsonAllen LLP
915 Highland Pointe Drive, Suite 300
Roseville, CA 95678

Thank you for the opportunity to respond to the federal compliance audit report for the fiscal year ended
June 30, 2025. This report was the result of your examination of the State of California’s administration
of federal programs and will be included in the Single Audit Report for this period. California is
committed to ensuring all its state entities implement effective accounting, reporting, and operational
practices. State entities with findings and recommendations provided responses directly to
CliftonLarsonAllen LLP (CLA), and CLA compiled the attached responses. Finance will remind state
entities of their responsibility for implementing corrective actions.

Finance appreciates CLA’s efforts in completing California’s Single Audit. If you have any questions
concerning this letter, please contact Cheryl L. McCormick, Chief, Office of State Audits and
Evaluations, at (916) 322-2985.

Sincerely,

/C@L ]\Lt‘hw

JOE STEPHENSHAW
Director

(146)
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2025-001 Preparation of the Schedule of Expenditures of Federal Awards

California Department of Social Services

CDSS partially disagrees with the $668 million misclassification of expenditures among the four federal
programs. Out of this amount, $588 million of expenditures relate to ALN 10.555 that was reclassified to
ALN 10.558. This was not a concern for the Food and Nutrition Administration (FNA) because ALN
10.555 and 10.558 are part of the same block funding structure, which combines the funding for the
National School Lunch Program (NSLP), the Summer Food Service Program (SFSP) and the Child and
Adult Care Food Program (CACFP). When this discrepancy was initially discussed with FNA in January
2024, FNA confirmed that the next Grant Award Document (GAD) would be adjusted to ALN 10.558.
However, the adjustment was never made, so CDSS continued to report expenditures using the ALN
indicated in the GAD to maintain consistency and Federal compliance.

As of January 20, 2026, CDSS again reached out to FNA and reminded FNA that per 7 CFR 226, ALN
10.558 and 10.555 need to be separated as CDE continues to facilitate NSLP. FNA corrected this issue
on March 18, 2026, and the SEFA report was updated accordingly. With this correction in ALN 10.558,
the auditor informed CDSS that this was no longer part of the scope of the audit.

CDSS agrees with the remaining discrepancy of $80 million related to the TANF Transfer to Stage 2
Child Care, which had been incorrectly mapped to ALN 93.575. The mapping of the associated service
location has since been corrected in FISCAL, and the FY2024/25 SEFA was updated accordingly on
July 6, 2026.

Regarding the $117 million negative adjustment in the SNAP reporting for the FY 2024-25 SEFA, this
amount represents unused Pandemic EBT-related food benefits. These benefits were automatically
expunged when card holders did not use the card for 365 days after issuance or after the last
transaction. CDSS reported this negative adjustment in the SEFA because the benefits had been
recorded as expenditures in prior years when they were originally issued to recipients. In prior years,
non-cash award reporting in the SEFA for food benefits was based on the net amount of issuances and
returns, which consistently aligned with GAAP reporting. The unusually large volume of negative
returns occurred only in FY 2024-25, and due to a lack of clear guidance on the SEFA procedures on
how to handle this negative adjustment, CDSS followed the same reporting process used in previous
years.

The SEFA database has a control in place that prevents negative adjustments. Because CDSS did not
have access to enter the adjustment, the Department coordinated with the Department of Finance to
have it entered directly in the database. DOF did not express any concerns with the adjustment, and it
was subsequently reviewed by the California State Auditor (CSA) as part of ACFR audit. With these
additional reviews, CDSS Accounting believed that the negative adjustment was correctly posted. It
was later confirmed that the non-cash items shouldn’t be negative and that SEFA should report on a
cash basis only. As a result, the negative adjustment was removed and corrected in the SEFA
database on July 6, 2026.

The misclassification of the expenditures from ALN 10.555 and ALN 10.558 was corrected in March
2026. The remaining corrections related to the $80 million adjustment from ALN 93.575 to ALN 93.667
along with the $117 million negative adjustment on non-cash award were reflected in the SEFA report
on July 6, 2026.
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Although this finding includes multiple variables, CDSS will strengthen its federal reporting procedures
to ensure accurate submission of financial data. Because federal financial reports are due July 30,
before the state fiscal year is closed, we therefore rely on preliminary numbers. The Federal Reporting
Unit will implement a formalized process to conduct preliminary reviews and reconciliations of the SEFA
report immediately upon the June period closure. This process will ensure that any misclassification
errors are identified and corrected before the SEFA reporting is submitted.

Estimated Implementation Date: November 2026
Contact:

¢ Rosali Bautista, Chief, Accounting and Reporting Bureau, Accounting and Fiscal Systems
Branch, Finance and Accounting Division

California Department of Veteran Affairs

Management agrees with the SEFA adjustment related to CalVet and concurs that removal of the
program was necessary to ensure accurate reporting in accordance with Uniform Guidance
requirements.

Estimated Implementation Date: Completed

Contact:
e  Eric Lau, Accounting Administrator I, Accounting and Finance Services Division



CALIFORNIA STATE AUDITOR
Report 2025-002 | August 2026 | Page 155

STATE OF CALIFORNIA
MANAGEMENT'S RESPONSE AND CORRECTIVE ACTION PLAN
YEAR ENDED JUNE 30, 2025

2025-002 Reporting

California Department of Education

Partially Concur. The Department agrees that timely submission of FFATA reports is an important
requisite. However, the circumstances that triggered the late submission were created by the control
agency shifting to a new system without ensuring it met everyone’s needs, not by a lack of Department
staffing or resources. Nevertheless, to strengthen existing procedures, the Department will review
processes and determine if contingency procedures are appropriate and feasible. Management will also
continue to monitor federal system changes, document implementation challenges, and maintain
communication with federal agencies to ensure awareness of external system limitations that could
affect reporting timelines. The Department will continue to work with the U.S. General Services
Administration on automated reporting solutions to mitigate any future late submittals and to ensure
timely submission of all FFATA reports.

Estimated Implementation Date: September 30, 2026
Contact:

e  Yiping Hu, Accounting Administrator, Fiscal and Administrative Services Division

2025-003 Reporting

California Department of Social Services

California Department of Social Services (CDSS) agrees with this finding. CDSS is developing a
Federal Reporting Dashboard to monitor all federal reporting requirements, including due dates and
completion status. This dashboard will be used by both staff and management to track upcoming
deadlines and ensure timely submission of all federal reports. While the dashboard is still in
development, the preparer and reviewer of the FNS-46 have implemented interim controls by setting
calendar reminders for the FNS-46 reporting deadlines.

Estimated Implementation Date: October 2026
Contact:

¢ Rosali Bautista, Chief, Accounting and Reporting Bureau, Accounting and Fiscal Systems
Branch, Finance and Accounting Division

2025-004 Period of Performance

Employment Development Department

Employment Development Department (EDD) agrees that it did not have documented procedures or
formal ongoing monitoring activities to adequately ensure that payroll charges to Federal awards fell
within the authorized award dates before costs were charged to the grant. As a result, payroll costs
were incurred outside of the approved period of performance and were not prevented or detected in a
timely manner.
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EDD’s Unemployment Insurance Branch (UIB) established the procedures to be overseen by the UIB
Budget Unit to ensure proper controls are in place moving forward and costs are appropriately charged
to current and future grants. See artifacts titled ‘Project-Activity Code Establishment Procedure for DUA
Revised 7.6.26’ and ‘UIAN DUA Template for Code Release Instructions’.

To address the 25 instances where payroll hours were charged to a grant after the approved period of
performance end date of May 22, 2025, the Department identified and removed those expenditures
from the federal grant and reallocated them to an appropriate state funding source via ledger
adjustments. Adjustments were processed during the month end closing process for May and June. As
a result, all expenditures outside of the grant’s period of performance have been identified and
appropriately removed from the federal grant.

Estimated Implementation Date: Currently implemented
Contact:

¢ Diane Underwood, Division Chief, Unemployment Insurance Branch

2025-005 Reporting

Employment Development Department

Recognizing the finding does not include any questioned costs, EDD agrees that during the sampled
time period it did not have a formal reconciliation process to ensure Form 9130 reports align with the
general ledger. As a result, differences emerged between the amounts reported on the Form 9130 and
those reflected in the Administrative Fund (0870) general ledger.

Since then, EDD’s Fiscal Programs Division (FPD) formed a workgroup at the end of 2025 to identify
key staff responsible for establishing a formal reconciliation process. This effort is documented in an
artifact titled, General Ledger 9130 to SEFA Recon Procedure (Final). The workgroup consisted of
representatives from the Budget and Forecasting Section and the Accounting Section and resulted in
the creation of a draft reconciliation procedure. FPD assigned Accounting Section personnel to lead the
overall process, including coordinating deadlines, reviewing completed reconciliations, and ensuring
any issues are investigated and resolved. Budget and Forecasting Section staff are responsible for
providing accurate and timely expenditure data, while the Accounting Section prepares the
reconciliations and documents any variances. In addition, EDD provided initial training to staff to ensure
a consistent understanding of the new procedures and responsibilities.

In late May 2026, EDD began its first pilot testing of the new reconciliation procedure using data from
the quarter ending March 2026. The pilot was successful, and EDD has finalized the reconciliation
procedures and distributed them to all relevant staff.

Estimated Implementation Date: Currently implemented

Contact:
o Diane Underwood, Division Chief, Unemployment Insurance Branch
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2025-006 Special Tests and Provisions

Employment Development Department

EDD has current policies, procedures, and training in place instructing employees to include applicable
penalty amounts when establishing overpayments in the database. When the overpayment for the
sample in question was established, the employee did not follow proper procedure to include the
penalty. EDD accepts this oversight and is committed to reviewing its applicable policies and
procedures to ensure they are clear, and the penalty requirements are emphasized.

Regarding internal controls, EDD leverages a process known as the Field Office Basic Evaluation
System (FOBES). This process includes a standardized form that is utilized by leadership to evaluate
the quality of their employees’ work in a variety of processes, including overpayment processing. EDD
continues to review and modernize the existing assessment form and FOBES process to ensure
effectiveness and consistency while evaluating employee compliance with policies and procedures.

EDD will enhance current procedures to outline the steps for reviewing claimant eligibility and applying
disqualification penalties by:
¢ Updating procedures in the various resources available for our determination false statement
processes to include more comprehensive guidance.
e  Providing updated training for employees on any changes to procedures.

Milestones:
e Update Ul Manuals by 8/14/2026.
e Engage with UIB training team to update overpayment-related training and create a new
refresher training by 8/14/2026.
o Evaluate when a refresher training can be presented to determination trained employees by
8/14/2026.
e  Provide updated milestone to DOL by 9/30/2026.

Estimated Implementation Date: September 2026
Contact:

¢ Diane Underwood, Division Chief, Unemployment Insurance Branch

2025-007 Reporting

California Department of Aging

California Department of Aging (CDA) partially agrees with this finding as this was a prior audit finding
that was communicated to CDA. CDA has implemented corrective actions in response to that finding,
but the actions were implemented during the scope of this current audit. The cause of the lack of
FFATA reporting was due to a lack of staffing for the reporting responsibilities. CDA has already
created processes and procedures and is continuing to update them as more information is available or
roles and responsibilities change within the Budget Team.
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CDA hired an employee in April 2024 to fulfill the FFATA duties and CDA has been able to keep current
with FFATA reporting. In addition, CDA has recently updated the FFATA procedures to include a
Review and Approval process and to include a process for identifying when FFATA reporting needs to
be completed. This process involves multiple members of the Budget Team depending upon the
program. Since this has been a recent update to the procedures, this will not be in effect if there is an
audit next year.

In addition, the analyst assigned to FFATA reporting is continually monitoring the Federal website
(SAM.gov) for any additional training or guidance. Please note that FFATA reporting has been
converted to SAM.gov and the FSRS website mentioned in the Reporting Requirements is no longer
valid. Any links for training that were on the FRSR website are no longer valid and can’t be viewed.
Estimated Implementation Date: Procedures and processes updated July 2026.
Contact:

e Kim Elliott, Chief Budget Officer

2025-008 Subrecipient Monitoring

California Department of Aging

Certification: The Department will incorporate a standard suspension and debarment certification
clause into all subrecipient agreement templates, requiring each subrecipient to certify it is not
suspended, debarred, proposed for debarment, or otherwise excluded from participation in federally
funded transactions, consistent with 2 CFR §200.214 and 2 CFR Part 180, Subpart C.

SAM.gov_verification: Prior to executing any covered transaction, program staff will perform and
document a search of the subrecipient in the SAM Exclusions database (SAM.gov). A screenshot or
printed confirmation of the search results (including the date performed and the staff member who
performed it) will be retained in the subrecipient's contract file.

Checklist and Desk Procedures: The Department will update the checklist to include both a
UEl/registration verification step and a separate Exclusions/Debarment verification step. Desk
procedures will be updated to ensure staff follow the checklist and verify both the UEI and Exclusions
status on SAM.gov.

Retroactive review: For the eight subrecipient agreements identified in this finding, the Department will
perform and document SAM.gov Exclusions to confirm suspension/debarment status, in addition to UEI
verification, and retain the results in each contract file.

Training: Staff responsible for subrecipient monitoring will receive training on the distinction between
UEI/SAM registration checks and suspension/debarment exclusion checks, and on where to document
each in the file.

Estimated Implementation Date: September 2026
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Contact:
e Han Pham, Section Chief Business Management

2025-009 Period of Performance

California Department of Public Health

The California Department of Public Health (CDPH) agrees with this finding. CDPH is reviewing and
updating existing processes and training materials to ensure expenditures are charged to the
appropriate federal award and within the applicable period of performance. CDPH will coordinate with
relevant staff in the Financial Management Division to strengthen grant monitoring during the award
closeout process and will continue to review expenditures on an ongoing basis to prevent the
misclassification of post-award costs.

Estimated Implementation Date: June 2027
Contact:

e Louise Karsten, Emergency Funding Coordination Branch Manager, Center for Preparedness
and Response

2025-010 Suspension and Debarment

California Department of Public Health

The California Department of Public Health (CDPH) agrees with this finding. CDPH has implemented
interim procedures to verify vendor suspension and debarment status prior to the execution of federally
funded procurements, including agreements funded through emergency programs. CDPH is in the
process of finalizing department-wide procedures and updating procurement checklists to ensure
compliance with federal requirements. Until the formal procedures are published, staff will continue
applying the interim procedures to ensure all required verifications are completed and appropriately
documented in procurement files.

Estimated Implementation Date: July 2026
Contact:

o Louise Karsten, Emergency Funding Coordination Branch Manager, Center for Preparedness
and Response

2025-011 Subrecipient Monitoring

California Department of Public Health

The California Department of Public Health (CDPH) agrees with this finding. CDPH has not yet
formalized procedures governing the issuance of Direct Allocation Letters. CDPH is currently
developing a comprehensive process in collaboration with the Program Support Division and the Office
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of Legal Services to ensure compliance with federal audit requirements and state contracting
guidelines. The revised procedures will require each Direct Allocation Letter to include the applicable
Assistance Listing Number (ALN) and Federal Award Identification Number (FAIN). CDPH is prioritizing
this effort and expects to publish written procedures that establish consistent practices and provide
clear guidance to ensure compliance with all applicable requirements.

Estimated Implementation Date: December 2026
Contact:

e Louise Karsten, Emergency Funding Coordination Branch Manager, Center for Preparedness
and Response

2025-012 Reporting

California Department of Social Services

CDSS does not agree with this finding that the FFATA reporting deadline was not met for the subaward
reporting for all 58 counties for the Foster Care grant. The FFY 2025 FFATA report was originally
submitted on November 27, 2024, which met the federal submission deadline of November 30, 2024.
During this initial submission, however, data lines for two counties failed to upload into the legacy
FSRS.gov system and required additional research. The corrected data was subsequently submitted on
December 10, 2024.

Since that time, FSRS.gov has migrated to SAM.gov, and the new system only displays the most
recent submission date as the official record. It appears that SAM.gov does not retain or display the
historical log of submissions FSRS.gov. As a result, the system reflects only the December 10
submission date, even though the original, timely submission occurred on November 27, 2024.

CDSS is developing a Federal Reporting Dashboard to track all grants with FFATA reporting
requirements, including due dates and completion status. Additionally, CDSS will designate a primary
point and a backup person within the Federal Reporting Section to monitor all FFATA reporting
deadlines. This designated staff member will issue 45 days advance notifications to the grant owner
and reviewing manager, set calendar reminders for grant owners, and provide regular status updates to
Accounting Management.

To strengthen timely compliance, these reminders will also instruct grant owners to complete the
FFATA submission 10 days before the federal deadline, ensuring sufficient time to resolve any errors
that may occur during the upload process.

Estimated Implementation Date: November 2026

Contact:

¢ Rosali Bautista, Chief, Accounting and Reporting Bureau, Accounting and Fiscal Systems
Branch, Finance and Accounting Division

2025-013 Special Tests and Provisions
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California Department of Social Services

CDSS agrees with this finding. CDSS Accounting has coordinated with the Foster Care Rates and Data
Section to update internal procedures to post the annual Sharing Ratio All County Letter (ACL) by
August 1st to counties prior to the August 20th deadline for the July Assistance Claims. This will ensure
the counties have sufficient time to implement the approved sharing ratio for the current fiscal year.
CDSS will now include a link to the current ACL with the monthly CA800 claim templates. After the
claims are submitted, accounting will perform a review of the rates for the 58 counties to ensure the
correct sharing ratio was applied.

Estimated Implementation Date: September 2026
Contact:

e Jay Lal, Chief, Accounting and Disbursement Bureau, Accounting and Fiscal Systems Branch,
Finance and Accounting Division

2025-014 Period of Performance

California Department of Social Services

CDSS agrees with this finding. State operations costs incurred from July through September 2024 were
incorrectly charged to FFY 2025 when the federal drawdown was processed in October, rather than
being charged to FFY 2024.

The issue identified in the audit period has been corrected in the ACF-696 report submitted on April 30,
2026. Upon identifying the error, CDSS provided additional training to staff and added a second level of
supervisory review to ensure the appropriate federal fiscal year is applied when processing drawdowns
that cross both the state and federal fiscal years. These corrective actions are intended to prevent
similar misclassifications and strengthen compliance with federal reporting requirements.

Estimated Implementation Date: July 2026
Contact:

o Rosali Bautista, Chief, Accounting and Reporting Bureau, Accounting and Fiscal Systems
Branch, Finance and Accounting Division

2025-015 Reporting

California Department of Social Services

CDSS does not agree with this finding and its characterization as an ACF-696 reporting inaccuracy.
The discrepancy between the ACF-696 and the general ledger is primarily due to timing differences.
The ACF-696 was due on July 30, 2025, and relies on preliminary figures that were prepared before
final cost allocations and accruals were posted. In contrast, the general ledger is based on the final
expenditure data, including all adjustments, and finalized in September 2025. Any discrepancies or
adjustments from the June 2025 quarter were reported in the following quarter. The Administration for
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Children and Families has confirmed with CDSS Accounting that the current practice of reflecting these
adjustments in the subsequent quarter for federal reporting is acceptable. CDSS began performing the
reconciliation of the ACF-696 and the general ledger following the close of FY 2024-25. However,
completion of this process was delayed due to an unprecedented volume of ongoing audit activities and
the significant demands associated with supporting the Department, the California Health and Human
Services Agency, the continual flux of federal funding changes, and federal shutdown preparedness
drills.

CDSS submitted a Budget Change Proposal in response to the previous audit finding 2024-015 to
complete this reconciliation between ACF-696 and the general ledger. This request has been approved,
and we are in the process of hiring for this position. Once this position is filled, responsibility for the
reconciliation activities will be transferred to the newly assigned staff member to ensure consistent
oversight, timely completion, and ongoing maintenance of the reconciliation process.

Estimated Implementation Date: September 2026
Contact:

¢ Rosali Bautista, Chief, Accounting and Reporting Bureau, Accounting and Fiscal Systems
Branch, Finance and Accounting Division

2025-016 Reporting

California Department of Social Services

CDSS agrees with this finding and has already begun developing appropriate procedures that will
support this recommendation, using the CCDF program area as a model.

CDSS will implement improved procedures and consider if a grant management solution would be
feasible and necessary. CDSS has already begun establishing a process that determines and
documents whether funding actions are reportable subrecipients or contractors. CDSS has also begun
establishing a field within the CDSS accounting system that identifies subrecipients at the contract level
so this data is automatically included when extracted for FFATA reporting, which will ensure reports are
submitted accurately and timely.

CDSS is also developing a Federal Reporting Dashboard to track all grants with FFATA reporting
requirements, including due dates and completion status. Additionally, CDSS will designate a primary
point and a backup person within the Federal Reporting Section to monitor all FFATA reporting
deadlines. This designated staff member will issue 45 days advance notifications to the grant owner
and reviewing manager, set calendar reminders for grant owners, and provide regular status updates to
Accounting Management.

To strengthen timely compliance, these reminders will also instruct grant owners to complete the
FFATA submission 10 days before the federal deadline, ensuring sufficient time to resolve any errors
that may occur during the upload process.

Estimated Implementation Date: November 2026
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Contact:
o Jeff Fowler, Child Care Administration Bureau Chief Central Operations Branch, Child Care
and Development Division
¢ Rosali Bautista, Chief, Accounting and Reporting Bureau, Accounting and Fiscal Systems
Branch, Finance and Accounting Division

2025-017 Special Tests and Provisions

California Department of Social Services

CDSS agrees with this finding. This was identified in the previous audit. CDSS Child Care and
Development Division is working towards compliance with federal requirements for license-exempt
health and safety monitoring with an anticipated completion date of July 1, 2029, assuming additional
resources are secured. This plan has been outlined in Appendix A of the Federal Fiscal Year 2025-27
State Plan for California with Administration of Children and Families (State Plan). The State Plan can
be provided upon request.

Estimated Implementation Date: July 2029
Contact:

o Jeff Fowler, Child Care Administration Bureau Chief Central Operations Branch, Child Care
and Development Division

2025-018 Special Tests and Provisions

California Department of Social Services

CDSS agrees in part and disagrees in part with this finding. Section 10.1 of the State Plan, “Effective
Internal Controls” which establishes the review cycle for CDSS’s monitoring activities inadvertently
contains a conflicting timing requirement for contractor reviews. This finding is based upon the
language in subsection 10.1.2 “Fiscal management practices,” which states that CDSS must conduct
contract monitoring review of each contracting agency every three years. However, subsection 10.1.1
“Organizational structure to support integrity and internal controls,” and the related regulation in Title 5
California Code of Regulations Section 18023(b), both require onsite monitoring every three years, or
as resources permit.

Importantly, CDSS conducts an annual risk assessment and schedules monitoring visits based on both
contractor risk level and time since previous review. Staffing constraints required prioritizing higher-risk
contractors, which resulted in two lower-risk contractors not receiving onsite monitoring within a three-
year review cycle. This was not due to a lack of internal controls, but a strategic decision based on
resource levels, level of risk, and within the allowable parameters of Subsection 10.1.1 of the State
Plan.

CDSS will correct this section within the State Plan to ensure that it is clear that all contract monitoring
is subject to the same every three years, or as resources permit, requirement.
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Estimated Implementation Date: October 2027
Contact:

o Jeff Fowler, Child Care Administration Bureau Chief Central Operations Branch, Child Care
and Development Division

2025-019 Reporting

California Department of Social Services

CDSS will implement improved procedures and consider if a grant management solution would be
feasible and necessary. CDSS has already begun establishing a process that determines and
documents whether funding actions are reportable subrecipients or contractors. CDSS has also begun
establishing a field within the CDSS accounting system that identifies subrecipients at the contract level
so this data is automatically included when extracted for FFATA reporting, which will ensure reports are
submitted accurately and timely.

CDSS is also developing a Federal Reporting Dashboard to track all grants with FFATA reporting
requirements, including due dates and completion status. Additionally, CDSS will designate a primary
point and a backup person within the Federal Reporting Section to monitor all FFATA reporting
deadlines. This designated staff member will issue 45 days advance notifications to the grant owner
and reviewing manager, set calendar reminders for grant owners, and provide regular status updates to
Accounting Management.

To strengthen timely compliance, these reminders will also instruct grant owners to complete the
FFATA submission 10 days before the federal deadline, ensuring sufficient time to resolve any errors
that may occur during the upload process.

Estimated Implementation Date: November 2026

Contact:

¢ Rosali Bautista, Chief, Accounting and Reporting Bureau, Accounting and Fiscal Systems
Branch, Finance and Accounting Division

2025-020  Eligibility

California Department of Health Care Services

DHCS is currently in the process of reevaluating its Medi-Cal Eligibility Data System (MEDS) monitoring
process by taking the following steps:

Research and Data Collection
e DHCS will initiate the revised MEDS alert hierarchy process by conducting targeted research.
This effort will include obtaining the total number of records associated with each MEDS Alert,
encompassing the entire universe of MEDS alerts.
e As part of this research, DHCS will review the highest volume alerts and identify the root
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causes.

County Staff Workgroup: DHCS will form a workgroup with County Staff to collaborate on refining the
MEDS Alerts process.

The objectives of this workgroup are to:
o Determine whether certain alerts can be streamlined to improve efficiency.
o Assess if additional functionality can be added to CalSAWS to address issues that lead to high
volume alerts.
e Develop strategies to ensure counties have sufficient support to resolve MEDS alerts both
accurately and timely.

Hierarchy Revision and Implementation

e DHCS will use the findings from the research phase and the input provided by the workgroup to
revise the MEDS Alerts Hierarchy and ACWDL.

e The Program Review Branch will update the Bl tool to incorporate all MEDS alerts that affect
eligibility, and pertinent high-volume alerts.

o We are considering amendments to WIC section 14154.5 to reflect any changes in calculating
performance standards for MEDS alerts.

e DHCS will postpone posting MEDS Alerts performance data to the public facing dashboard until
the end of this process.

DHCS does not resolve MEDS Alerts. The purpose of the above process is to reduce the number of
MEDS alerts created because of caseworker action by providing additional guidance to counties and
potentially adding functionality to CalSAWS that would reduce the number of alerts created due to
system discrepancies. This is anticipated to reduce the number of MEDS alerts, which would ease the
county staff workload and allow counties to better manage the MEDS alerts workload. Focused reviews
will continue to assist the department in identifying counties that do not act upon newly reported
information that negatively impacts eligibility. DHCS will require counties to submit a corrective action
plan and emphasize implementing ongoing trainings to mitigate inappropriate continuation of benefits.
DHCS will continue to monitor progress until the identified issues no longer persist.

Estimated Implementation Date: June 2027
Contact
e Sarah Crow, Medi-Cal Eligibility Division, Division Chief

e Harold Higgins, Medi-Cal Eligibility Division, Branch Chief
e  Amy Halim, Medi-Cal Eligibility Division, Section Chief

2025-021 Special Tests and Provisions

California Department of Public Health

Public Health concurs with the finding that a portion of the federally-required Skilled Nursing Facility
(SNF) and Intermediate Care Facility (ICF) recertification surveys were not completed within the 15.9-
month requirement.
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Public Health’s ability to meet survey workload was hindered by the nearly three-month federal
shutdown, reduced staffing capacity due to budget constraints, and competing high-priority workloads.
Surveys that were overdue in FFY 2024-25 have been prioritized in FFY 2025-26, focusing first on
facilities presenting the highest risk and those with the longest intervals since their last survey.

Public Health will continue prioritizing the highest-risk federal workload within the limits of available
staffing and budget. The federal contract allotment has remained stagnant despite increased
expectations, and reductions in state funding during SFY 2024-25 and continuing through SFY 2025-26
limit Public Health’s ability to backfill gaps with state resources. As a result, Public Health will focus
surveyor efforts on Immediate Jeopardy (lJ) investigations, quality-of-care issues, access-to-care-
concer, and Tier 1 workload (including SNFs and ICFs). This approach aligns with CMS’s shift toward
prioritizing 1J and high-risk intakes over lower-tier recertification surveys.

Public Health remains committed to completing all federal workload assignments and will strive to meet
Mission and Priorities Document (MPD) and State Performance Standards Systems (SPSS)
requirements to the fullest extent possible given current staffing and budget limitations.

Estimated Implementation Date June 2027

Contact

¢ Andy Barbusca, State Surveyors Branch Chief, Center for Health Care Quality, California
Department of Public Health

2025-022 Activities Allowed and Unallowed

California Department of Health Care Services

DHCS reinstated county performance standards effective June 1, 2024, through Medi-Cal Eligibility
Division Letter (MEDIL 24-12) and issued All County Welfare Directors Letter (ACWDL) 24-17 on
November 25, 2024. ACWDL notified counties DHCS would leverage data to monitor application
processing times. The data will be used to select counties for focused reviews targeting application
processing times and procedures to ensure counties are performing eligibility determinations timely and
accurately. DHCS has implemented multiple monitoring activities to address the recommendation and
strengthen oversight of county processing of Medi-Cal applications.

In May 2024, DHCS issued Medi-Cal Eligibility Division Letter (MEDIL) 24-12, ending the temporary
hold harmless provisions and resumed standard county performance accountability.

Subsequently, DHCS issued ACWDL 24-17, which established the Department's transition to using
system-generated eligibility data, rather than county self-certification, to monitor application timeliness.
Under this approach, DHCS evaluates county performance using statewide eligibility data, publishes
application timeliness performance through statewide dashboards, and uses the data to identify
counties for focused reviews.

Focused reviews evaluate both the timeliness and accuracy of county eligibility determinations.
Counties that do not meet established performance expectations are subject to corrective actions
consistent with the Welfare and Institutions Code (WIC) section 14154 performance monitoring
framework, including the application of statutory performance corrective action plans (CAPS), and
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financial penalties where applicable.

Collectively, these actions establish an ongoing oversight process that enables DHCS to monitor
county compliance with Medi-Cal application timeliness requirements, identify performance issues,
require counties to implement corrective actions to address any deficiencies identified through focused
reviews, and promote continued improvement in the timely and accurate processing of Medi-Cal
applications.

In 2025, DHCS issued MEDIL | 25-19, Reinstatement of the Aid Code Clean-Up Effort, which reinstated
the Department's statewide process for identifying beneficiaries assigned to obsolete pre-Affordable
Care Act (ACA) aid codes, transitional aid codes, or other records that may require reevaluation of
eligibility. As part of this effort, DHCS provides counties with standardized reports on a bi-monthly
basis to assist in identifying records that require review and action.

Counties are required to review records, and either transition beneficiaries to the appropriate Medi-Cal
aid code or discontinue eligibility, as applicable.

Through the reinstated Aid Code Clean-Up process, DHCS performs ongoing statewide monitoring of
aid code usage, identifies obsolete or inappropriate aid codes, and requires counties to take the
appropriate action to ensure these beneficiaries are enrolled under the correct Medi-Cal aid category.

Estimated Implementation Date: Fully Implemented
Contact
e Sarah Crow, Medi-Cal Eligibility Division, Division Chief

e Harold Higgins, Medi-Cal Eligibility Division, Branch Chief
e  Amy Halim, Medi-Cal Eligibility Division, Section Chief

2025-023 Eligibility

California Department of Health Care Services

DHCS reinstated county performance standards effective June 1, 2024, through Medi-Cal Eligibility
Division Letter (MEDIL 24-12) and issued All County Welfare Directors Letter (ACWDL) 24-17 on
November 25, 2024. ACWDL notified counties DHCS would leverage data to monitor application
processing times. The data will be used to select counties for focused reviews targeting application
processing times and procedures to ensure counties are performing eligibility determinations timely and
accurately. DHCS has implemented multiple monitoring activities to address the recommendation and
strengthen oversight of county processing of Medi-Cal applications.

In May 2024, DHCS issued Medi-Cal Eligibility Division Letter (MEDIL) 24-12, ending the temporary
hold harmless provisions and resumed standard county performance accountability.

Subsequently, DHCS issued ACWDL 24-17, which established the Department's transition to using
system-generated eligibility data, rather than county self-certification, to monitor application timeliness.
Under this approach, DHCS evaluates county performance using statewide eligibility data, publishes
application timeliness performance through statewide dashboards, and uses the data to identify
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counties for focused reviews.

Focused reviews evaluate both the timeliness and accuracy of county eligibility determinations.
Counties that do not meet established performance expectations are subject to corrective actions
consistent with the Welfare and Institutions Code (WIC) section 14154 performance monitoring
framework, including the application of statutory performance corrective action plans (CAPS), and
financial penalties where applicable.

Collectively, these actions establish an ongoing oversight process that enables DHCS to monitor
county compliance with Medi-Cal application timeliness requirements, identify performance issues,
require counties to implement corrective actions to address any deficiencies identified through focused
reviews, and promote continued improvement in the timely and accurate processing of Medi-Cal
applications.

In 2025, DHCS issued MEDIL | 25-19, Reinstatement of the Aid Code Clean-Up Effort, which reinstated
the Department's statewide process for identifying beneficiaries assigned to obsolete pre-Affordable
Care Act (ACA) aid codes, transitional aid codes, or other records that may require reevaluation of
eligibility. As part of this effort, DHCS provides counties with standardized reports on a bi-monthly
basis to assist in identifying records that require review and action.

Counties are required to review records, and either transition beneficiaries to the appropriate Medi-Cal
aid code or discontinue eligibility, as applicable.

Through the reinstated Aid Code Clean-Up process, DHCS performs ongoing statewide monitoring of
aid code usage, identifies obsolete or inappropriate aid codes, and requires counties to take the
appropriate action to ensure these beneficiaries are enrolled under the correct Medi-Cal aid category.

Estimated Implementation Date: Fully Implemented

Contact
e  Sarah Crow, Medi-Cal Eligibility Division, Division Chief
e Harold Higgins, Medi-Cal Eligibility Division, Branch Chief
e Amy Halim, Medi-Cal Eligibility Division, Section Chief

2025-024 Period of Performance

California Governor’s Office of Emergency Services

In July of 2024, Cal OES implemented EMPOWER, a new electronic time reporting system.
EMPOWER captures employees' daily time worked, and activities identified with service locations
(funding code) by cost category. The established EMPOWER Standard Operating Procedure instructs
Cal OES Administrative Services staff on how to set the service location incident period start date,
which creates system controls to not allow any activities to be entered prior to the start date. To
address the transaction identified by CLA and prevent recurrence, Cal OES is troubleshooting and
testing potential solutions to develop a systematic fix in EMPOWER.

In addition, Cal OES will provide refresher training for all first-line managers to improve their oversight
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of funding codes and cost categories and ensure their staff submit time entries accordingly. Cal OES
Administrative Services will also integrate a resource checklist into its monthly pre-labor review and
posting process to add an extra layer of transaction oversight.

Currently, Cal OES Administrative Services reviews and reconciles all cost category claims and
supporting documentation before submitting to FEMA for obligation. This continuous review ensures
Cal OES flags and corrects ineligible or out-of-period transactions before requesting reimbursement.
Furthermore, Cal OES will review and correct the identified transaction.
Estimated Implementation Date: October 2026
Contact:

e Mary Rucker, Assistant Director Administrative Services, Finance & Logistics Administration

2025-025 Reporting

California Governor’s Office of Emergency Services

Based on CSA's Federal Compliance Audit Report for the Fiscal Year Ended June 30, 2024 - Finding
2024-020, Cal OES revised its FFATA reporting procedures and has taken several actions to
strengthen internal controls, resolve discrepancies among reporting systems, and ensure staff are fully
trained to maintain compliance with all FFATA reporting requirements. In March of 2025, Cal OES
developed the Financial Administrative Branch (FAB) FFATA SOP (Attachment #1) for FFATA reporting
which outlines steps for collecting subrecipient data, preparing reports, and submitting reports within
the required time frames.

In addition, Cal OES enhanced its existing FFATA reporting procedures using a software platform to
provide accurate data reports for federally funded grant projects. These reports are then used to ensure
accurate reporting and timely updates to existing FFATA records. To ensure clear assignment of
accountability, Cal OES FAB analysts are responsible for completing and submitting FFATA reporting
accurately, with all required fields completed, and obtaining review and approval from their respective
peer reviewer analysts and managers to verify accuracy and completeness.

Furthermore, in June of 2025, Cal OES FAB staff were provided with a comprehensive FFATA training
course to ensure staff understand the process and reporting requirements for FFATA (Attachment #2).
Cal OES continues to provide training for staff responsible for submitting FFATA reports during
onboarding and on an as-needed basis. Because the revised FFATA reporting procedures were not
fully implemented by the close of Fiscal Year 2024-2025, Cal OES was not able to capture all projects
concluding the reporting cycle. Moreover, the procedures have been fully implemented and in effect
since the start of Fiscal Year 2025-2026.

Estimated Implementation Date: Implemented

Contact:
o Heidi Palchik, Chief, Recovery Financial Administration Branch Interagency, Recovery
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Coordination Section

2025-026 Special Tests and Provisions

California Governor’s Office of Emergency Services

On December 10, 2025, Cal OES implemented communication protocol improvements by re-
emphasizing correct threshold applicability prior to payment during team meetings. In addition, by
August 31, 2026, Cal OES will revise its Project Threshold standard operating procedure to include a
review control that verifies the applicability of project thresholds, specifically the Large Project
threshold, based on the appropriate timing criteria. Cal OES will also provide training to all grants
processing and support staff on the revised procedure, including how to correctly identify and enter
Large Project Thresholds, verify disaster data against approved sources, and apply the appropriate
thresholds for specific declaration dates. Refresher training will be provided as needed thereafter.
Furthermore, guidance on Large Project Thresholds will be incorporated into the onboarding process
for all new staff.

Estimated Implementation Date: August 2026
Contact:

¢ Heidi Palchik, Chief, Recovery Financial Administration Branch, Interagency Recovery
Coordination Section
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