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The Honorable Members of the
Board of Supervisors of the
County of Santa Clara
San Jose, California
INDEPENDENT AUDITOR’S REPORT
We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate discretely presented component units and remaining fund information of
the County of Santa Clara, California, (the County), as of and for the fiscal year ended June 30, 2008,
which collectively comprise the County’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the County’s management. Our responsibility is to
express opinions on these financial statements based on our audit. We did not audit the financial
statements of the FIRST 5 Santa Clara County; the County Sanitation District 2 – 3 of Santa Clara
County; the Santa Clara County Vector Control District; the Silicon Valley Tobacco Securitization
Authority; the Santa Clara County Tobacco Securitization Corporation; and the Santa Clara County
Central Fire Protection District, the South Santa Clara County Fire District, and Los Altos Hills County
Fire District (collectively, “Fire Districts”), which represent the following percentages of assets, net assets
and revenues as of and for the fiscal year ended June 30, 2008:
Opinion Unit
Governmental activities
Business-type activities
Aggregate discretely presented component units
and remaining fund information

Assets
2.8%
1.1%

Net Assets
3.8%
6.2%

Revenues
3.8%
0.3%

3.7%

4.3%

1.2%

Those financial statements were audited by other auditors whose reports thereon have been furnished to
us, and our opinion, insofar as it relates to the amounts included for those entities, is based on the reports
of the other auditors.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the County’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit and the reports of other auditors provide a reasonable
basis for our opinions.
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In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, each major fund, and the aggregate discretely presented component
units and remaining fund information of the County as of June 30, 2008, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.
As discussed in Note 1(o) to the basic financial statements, effective July 1, 2007, the County adopted the
provisions of Governmental Accounting Standards Board (GASB) Statement No. 45, Accounting and
Financial Reporting by Employers for Postemployment Benefits Other Than Pensions and GASB
Statement No. 50, Pension Disclosures—an amendment of GASB Statements No. 25 and No. 27.
In accordance with Government Auditing Standards, we have also issued our report dated
December 17, 2008, on our consideration of the County’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing the
results of our audit.
The management’s discussion and analysis, schedule of funding progress and budgetary comparison
schedule – General Fund as listed in the table of contents are not a required part of the basic financial
statements but are supplementary information required by the accounting principles generally accepted in
the United States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the County’s basic financial statements. The accompanying schedule of expenditures of federal
awards (the Schedule) is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not a required part of the basic financial statements. In addition, the Schedule does
not include expenditures of federal awards received by the Housing Authority of the County of Santa
Clara (Housing Authority), which expended $223,757,449 in federal awards during the year ended
June 30, 2008. The Housing Authority’s expenditures are separately audited in accordance with OMB
Circular A-133. The Schedule has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole.

Certified Public Accountants
Walnut Creek, California
December 17, 2008
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GOVERNMENT-WIDE FINANCIAL ANALYSIS
The County’s assets exceeded its liabilities by $1.9 billion at June 30, 2008. As stated earlier, net assets may
serve over time as a useful indicator of a government’s financial position. When applicable, prior year numbers
have been reclassified to make them comparable to the current year.

Table 1—Net Assets (in thousands)
Governmental
Activities
2007
2008
Current and other assets
Capital assets
Total assets

$

Current and other liabilities
Long-term liabilities
Total liabilities
Net assets:
Invested in capital assets, net
of related debt
Restricted net assets
Unrestricted net assets
Total net assets

$

1,728,725
866,027
2,594,752

$

2,052,927
931,127
2,984,054

Business-type
Activities
2007
2008
$

437,319
407,370
844,689

$

386,256
504,919
891,175

Total
2007
$

2,166,044
1,273,397
3,439,441

2008
$

Total
Dollar
Percent
Change
Change

2,439,183
1,436,046
3,875,229

$ 273,139
162,649
435,788

12.6%
12.8%
12.7%

215,533
650,403
865,936

218,965
1,038,578
1,257,543

65,728
598,421
664,149

95,702
652,667
748,369

281,261
1,248,824
1,530,085

314,667
1,691,245
2,005,912

33,406
442,421
475,827

11.9%
35.4%
31.1%

673,075
106,038
949,703
1,728,816

693,874
144,803
887,834
1,726,511

42,466
119,345
18,729
180,540

65,821
137,550
(60,565)
142,806

715,541
225,383
968,432
1,909,356

759,695
282,353
827,269
1,869,317

44,154
56,970
(141,163)
$ (40,039)

6.2%
25.3%
(14.6%)
(2.1%)

$

$

$

$

$

Assets
The County’s total assets increased by $435.8 million or 12.7 percent primarily due to the following:
Governmental activities. Total assets for the governmental activities increased by $389.3 million or 15.0
percent. The current and other assets increased by $324.2 million. The primary reason for this increase is that
the County issued $389.5 million of bonds used to prepay part of the pension plan’s unfunded actuarial accrued
liability creating a $350.5 million net pension asset at June 30, 2008. Also contributing to the increase in
current and other assets is a $71.6 million increase in the internal borrowings from the business-type activities
discussed in the business-type activities section. Offsetting these increases included the County’s contribution
of $80.0 million used to establish an irrevocable trust with the California Employer’s Retiree Benefit Trust
(CERBT) used to fund its retiree healthcare benefits. In June 2004, the Governmental Accounting Standards
Board (GASB) issued Statement No. 45, Accounting and Financial Reporting by Employers for
Postemployment Benefits Other than Pension (OPEB). This statement requires the County to report its costs
and obligations related to postemployment healthcare and other non-pension benefits. Accordingly, the County
hired a consultant to conduct an actuarial valuation to determine its retiree healthcare or OPEB annual required
contributions (ARC). During 2008, the County established an irrevocable trust to fund the ARC.
Capital assets used to support governmental activities increased by $65.1 million or 7.5 percent; depreciable
capital assets increased by $23.8 million, while non-depreciable capital assets increased by $41.3 million.
Changes in capital assets will be discussed in the Capital Assets section on page 17.
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At the end of the current fiscal year, the County reported positive balances in all categories of net assets for its
governmental activities. For business-type activities, a negative balance of $60.5 million existed for the
unrestricted net asset category due to SCVMC’s return of compensated absence cumulative funded subsidies to
the General Fund.
Net Assets (in m illions)

$ 2,500

Change in Net Assets
(in m illions)

Unrestrict ed

$ 2,000

$50

$ 1,500

$0

Rest ricted

($50)
$ 1,000

($100)
Invest ed in
capital asset s,
net of related
debt

$ 500
$0

05-06

06-07

($150)
Tot al

Unrest ricted

Restrict ed

07-08

Invested in
capit al assets,
net of related
debt

The County’s net assets decreased by $40.0 million or 2.1 percent for the year. This change in net assets is
explained below in the context of the County’s governmental and business-type activities.
Governmental activities
The governmental activities decreased the County’s net assets by $2.3 million. Revenues exceeded expenses
by $119.2 million. In addition, net transfers of $121.5 million were made to the business-type activities.
As an arm of the state government, the County provides various mandated services, such as public assistance,
public health, and mental health. Revenues directly generated by or attributable to a specific governmental
function are called program revenues. These include charges for services and restrictive (program specific)
grants and contributions, both operating and capital. The following chart shows the County’s program
revenues and expenses for the year. The general revenues—taxes (property, business, and sales), unrestricted
grants, and investment income are not included in this chart. These general revenues are not be shown by
program, but are available to support the program activities countywide.
Expenses and Revenues - Governmental Activities

M
i
l
l
i
o
n
s

$800
$700
$600
$500
$400
$300
$200
$100
$-

$728
$642
$541
$424

Expenses

$366
$276

$278

Program Revenues

$165
$83

General
government

Public protection

$48

Public ways &
facilities

$34

Health & sanitation Public assistance

8

Education

$4

$29

$12

Recreation &
Culture

$22

$0

Interest on longterm debt

Changes in the County’s net assets from its governmental activities are explained in the context of changes in
revenues and expenses:
Table 2—The Change in Net Assets (in thousands)
Governmental
Activities
2007
2008

Business-type
Activities
2007
2008

Total
Dollar
Change

Total
2007

2008

Percent
Change

Revenues:
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions

258,938
1,141,284
13,847

$ 647,725
9,138
9,230

$ 732,360
9,276
11,560

702,776
7,437
60,652
39,490
105,118
217
56,353

748,462
6,974
59,542
25,862
42,294
60,757

10,056
10,008
-

8,202
14,472
-

702,776
17,493
60,652
39,490
115,126
217
56,353

2,278,529

2,357,960

686,157

775,870

198,510
696,216
89,741
392,171
601,222
27,932
26,681
18,887
2,051,360

275,888
728,482
83,103
424,495
641,710
33,640
29,433
22,008
2,238,759

823,409
3,451
2,514
829,374

Excess (deficiency) before transfers

227,169

119,201

Transfers

(274,867)

General revenues:
Property taxes
Sales and use taxes
Other taxes
Unrestricted grants and contributions
Unrestricted investment income
Gain on sale of capital assets
Other revenue
Total revenues
Program expenses:
General government
Public protection
Public ways and facilities
Health and sanitation
Public assistance
Education
Recreation and culture
Interest on long-term liabilities
SCVMC
Airport
Sanitation District
Total expenses

Increase (decrease) in net assets

$

253,859
1,042,424
10,203

$

$

901,584
1,051,562
19,433

$

991,298
1,150,560
25,407

$

89,714
98,998
5,974

10.0%
9.4%
30.7%

748,462
15,176
59,542
25,862
56,766
60,757

45,686
(2,317)
(1,110)
(13,628)
(58,360)
(217)
4,404

6.5%
(13.2%)
(1.8%)
(34.5%)
(50.7%)
(100.0%)
7.8%

2,964,686

3,133,830

169,144

5.7%

928,986
3,589
2,772
935,347

198,510
696,216
89,741
392,171
601,222
27,932
26,681
18,887
823,409
3,451
2,514
2,880,734

275,888
728,482
83,103
424,495
641,710
33,640
29,433
22,008
928,986
3,589
2,772
3,174,106

77,378
32,266
(6,638)
32,324
40,488
5,708
2,752
3,121
105,577
138
258
293,372

39.0%
4.6%
(7.4%)
8.2%
6.7%
20.4%
10.3%
16.5%
12.8%
4.0%
10.3%
10.2%

(143,217)

(159,477)

83,952

(40,276)

(124,228)

(148.0%)

(121,506)

274,867

121,506

-

-

-

(47,698)

(2,305)

131,650

(37,971)

83,952

(40,276)

(124,228)

1,776,514

1,728,816

49,208

180,540

1,825,722

1,909,356

83,634

4.6%

1,776,514

1,728,816

(318)
48,890

237
180,777

(318)
1,825,404

237
1,909,593

555
84,189

(174.5%)
4.6%

$ 1,728,816

$ 1,726,511

$ 180,540

$ 142,806

$ 1,909,356

$ 1,869,317

$ (40,039)

(2.1%)

n/a
(148.0%)

Net assets, beginning of year, as
previously reported
Prior period adjustment
Net assets, beginning of year, as restated
Net assets, end of year
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Revenues
The County’s revenue for its governmental activities increased $79.4 million or 3.5 percent to $2.36 billion.
The program revenues increased by $107.6 million or 8.2 percent, while general revenues decreased by $28.2
million or 2.9 percent. Over the past three years, the County’s program revenues and general revenues from its
governmental activities have contributed about 64.1 percent and 35.9 percent, respectively, of total revenue for
running those governmental programs.
The largest source of program revenues for the County’s governmental activities is federal and state grants and
contributions, both operating and capital. These revenues amount to about 81.7 percent of the County’s
program revenues, and about 49.0 percent of its total revenues. For the year, revenues from grants and
contributions increased by $102.5 million or 9.7 percent, while revenues from charges for services increased by
$5.1 million or 2.0 percent. Contributing to this increase was the State’s increase in CalWorks, State
Realignment for Public Health and State Medi-Cal administration local share ratio and reimbursement rates,
increase in delegated payments from the San Jose Redevelopment Agency (SJRDA) and increases in other
health related and public assistance grants. In prior years, the SJRDA has agreed to pass-through property
taxes to the County. A portion of the pass-throughs are restricted to be used in a particular redevelopment
project area (delegated payment) and a portion is unrestricted (pass-through payment). During fiscal year, the
County reclassified its presentation of the delegated payment which resulted in an increase in the operating
grants and contributions in the amount of $40.0 million and a decrease in the unrestricted grants and
contribution in the amount of $15.4 million. The increased revenues from the SJRDA reflects the terms of the
agreement which states 20 percent of any new debt proceeds secured by the SJRDA property tax revenues are
to be paid to the County. Revenues from charges for services increased due to higher revenues earned from
services provided by the Central Fire District and Office of the Sheriff to its customers as well as increased
permit fees collected by the Environmental Health Department.

Program Re ve nues By Source - Governme ntal
Activitie s

General Revenues By Sour ce - Gover nmental
Activities
Property tax 79.3%

Charg es fo r s ervices
18 .3 %

Sales tax 0.7%
Other taxes 6.3%

Cap it al g rants &
co ntrib utio ns 1.0 %
Op erating g rants &
co ntrib utio ns 8 0 .7%

Unrestricted grants &
contributions 2.7%
Investment earnings 4.5%
Other revenue 6.4%

The County’s general revenues decreased by $28.2 million or 2.9 percent from the prior year. General
revenues include taxes, investment earnings, unrestricted grants and contributions, and some miscellaneous
revenues not directly related to governmental programs. General revenues support government programs by
defraying costs, which those programs cannot cover from their own revenues. Tax revenues are the County’s
second largest revenue source—grants and contributions being the largest. The County earned $815.0 million
in tax revenues (property tax, property tax in lieu of motor vehicle license fee, and sales tax) for the current
year. This is approximately 86.3 percent of the general revenues, and 34.6 percent of the total current year
revenues. These general revenues provide the Board of Supervisors (the Board) with most of its discretionary
spending ability.
Property tax revenues increased by $45.7 million or 6.5 percent from the prior year. For 2008, the assessed
value of property in the County increased by $21.6 billion and the total assessed value, net of non-reimbursable
institutional exemptions (e.g., qualifying charge and welfare organizations) was $283.5 billion, an increase of
8.3% over the previous year. However, this increase in the property tax assessments was tempered by increases
in property tax refunds and delinquent accounts and the downward trend in the residential housing market due
to increasing home foreclosures.
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The following chart shows the County’s expenses by functional category for the governmental activities.
E x p e n s e s B y F u n c tio n /P r o g r a m

- G o v e r n m e n ta l A c tiv itie s

H e a lth a n d S a n ita tio n
1 9 .0 %

P u b lic w a y s a n d fa c ilitie s
3 .7 %
In te r e st
o n lo n g -te r m
1 .0 %

E d u c a tio n
1 .5 %

d eb t

G en eral G overn m en t
1 2 .3 %

P u b lic A s s is ta n c e
2 8 .7 %
R e c r e a tio n & C u ltu r e
1 .3 %

P u b lic P r o t e c t io n 3 2 .5 %

Business-type activities
Business-type activities decreased the County’s net assets by $38.0 million. The business-type activities had a
net operating deficit of $159.5 million and which was offset by net transfers of $121.5 million from the
governmental activities.
The largest of the County’s business-type activities, SCVMC, had $915.8 million in expenses and $746.3
million in program revenues for the year. This is about 99.1 percent of the program revenues of all businesstype activities. Its program revenues increased by $85.3 million primarily due to increase in patient activity
and changes of Federal Qualified Health Center requirements that caused an increase in the service charge rate.
As a result, its charge for services increased by $84.2 million, while operating grants and contributions
revenues increased by $1.1 million. SCVMC’s expenses increased by $92.4 million. One key factor is payroll
costs increased $49.8 million due to higher negotiated salary increases and increased full-time equivalents
(FTE) (4,905 FTE in 2007 to 4,970 FTE in 2008) due to higher outpatient activity. Outpatient visits increased
6.8% from 702,860 to 750,849 visits. Increased contract services and supplies of $42.2 million due to higher
outpatient activity, inflation and outside medical costs also attributed to the increase. SCVMC consists of a)
Valley Medical Center—a 574-bed licensed acute-care hospital, and clinics for outpatient and ambulatory
services, and b) Valley Health Plan—a licensed HMO with 62,000 clients.
The other enterprise operations—airport and sanitation districts—are very small in size and did not change
much in the year. The first chart below shows expenses and revenues by each business activity, while the
second chart shows revenues by source for the business activities.
Expenses and ProgramRevenues - Business-type Activities

Revenues By Source - Business-type Activities

(Dollars in millions)
$916

Expenses

$746
$1,000

Prgram Revenues

$900
$800
$700
$600
$500
$400
$4

$300

$5

$3

$2

$200

Charges for services 94%

Investment earnings 2%

$100

Operating grants & contributions 1%

Capital grants & contributions 2%

$-

Sales tax 1%

SCVMC

Airport

Sanitation District
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General Fund revenues and expenditures for the year were $2.02 billion and $1.88 billion, respectively. While
its revenues increased by $96.9 million or 5.0 percent for the year, its expenditures increased by $1.1 million or
0.1 percent. The Fund’s revenues by sources and expenditures by function as well as increases or decreases
from the prior fiscal year are presented below:
Table 3—General Fund Revenue Classified by Source (in thousands)
FY 2007
Revenues by source
Taxes
Licenses and permits
Fines, forfeitures and penalties
Interest and investment income
Intergovernmental revenues
Charges for services
Other
Total

Amount
$
596,235
12,451
44,672
37,444
1,046,635
131,784
59,536
$ 1,928,757

FY 2008
Percent
Amount
30.9% $
633,133
0.7%
13,733
2.3%
40,873
1.9%
25,749
54.3%
1,147,477
6.8%
132,982
3.1%
31,667
100.0% $ 2,025,614

Increase/(Decrease)
Percent Amount
Percent
31.3% $
36,898
6.2%
0.7%
1,282
10.3%
2.0%
(3,799)
(8.5%)
1.3%
(11,695)
(31.2%)
56.5%
100,842
9.6%
6.6%
1,198
0.9%
1.6%
(27,869)
(46.8%)
100.0% $
96,857
5.0%

Table 4—General Fund Expenditures by Function (in thousands)

Expenditures by function
General government
Public protection
Public ways and facilities
Health and sanitation
Public assistance
Capital Outlay
Debt service
Principal retirement
Interest and fiscal charges
Totals

FY 2007
FY 2008
Increase/(Decrease)
Amount
Percent
Amount
Percent Amount
Percent
$
171,175
9.1% $
178,450
9.6% $
7,275
4.3%
614,531
32.6%
637,304
33.8%
22,773
3.7%
40,584
2.2%
28,304
1.5%
(12,280)
(30.3%)
372,695
19.8%
393,718
20.9%
21,023
5.6%
595,560
31.6%
627,573
33.3%
32,013
5.4%
2,866
0.2%
4,588
0.2%
1,722
60.1%
78,794
7,637
$ 1,883,842

4.1%
7,723
0.4%
7,245
100.0% $ 1,884,905

0.3%
0.4%
100.0% $

(71,071)
(392)
1,063

(90.2%)
(5.1%)
0.1%

General Fund revenues from taxes, licenses and permits, intergovernmental revenue, and charges for services
increased for the year. Its expenditures on all governmental functions, except for public ways and facilities and
debt service, also increased. Combined debt service expenditures (principal and interest) decreased due to a
reduction in scheduled principal and interest payments on outstanding bonds.
Our discussion on the County’s governmental activities identified key reasons for changes in its revenues and
expenses that also help explain significant changes in the General Fund because it is the chief operating fund of
the County, and its revenues and expenditures respectively cover 87.1 percent and 82.9 percent of the County’s
total current year revenues and expenditures of all governmental funds. For this reason, we will briefly
mention the points that were elaborated in our earlier discussion on the countywide revenues and expenses.
This section will elaborate only those points that were not included in our earlier discussion.
·

Tax revenues rose by $36.9 million or 6.2 percent. This was mainly due a $40.7 million increase in both
secured property tax revenues and property taxes in lieu of vehicle license fees due to growth in the
assessment roll and new construction. There were also increases of $2.5 million in the aircraft assessment
roll due to more aircraft being located in Santa Clara County last year and $1.8 million in unitary taxes.
These increases were offset by a $7.2 million decrease in property tax transfer fees as the real estate market
slowed and $0.8 million decline in sales taxes.
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CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital assets
As shown in Table 5 below, the County’s investment in capital assets (net of accumulated depreciation) as of
June 30, 2008 was $1.44 billion. This includes investment in land, buildings and improvements, leasehold
improvements, infrastructure, equipment and vehicles, and construction in progress.
TABLE 5-Capital Assets (Net of depreciation, in thousands)

Land
Buildings &improvements
Infrastructure
Equipment and vehicles
Leasehold improvements
Construction in progress
Total

Governmental Activities
FY2007
FY2008
$ 187,062 $ 192,138
294,439
286,590
130,556
159,659
37,812
40,407
216,158
252,333

Business-type Activities
FY2007
FY2008
$
6,310 $
6,310
201,017
191,262
23,214
21,309
985
881
175,844
285,157

Total
FY2007
FY2008
$ 193,372 $ 198,448
495,456
477,852
130,556
159,659
61,026
61,716
985
881
392,002
537,490

Dollar
Change
$ 5,076
(17,604)
29,103
690
(104)
145,488

Percent
Change
2.6%
(3.6%)
22.3%
1.1%
(10.6%)
37.1%

$ 866,027 $ 931,127

$ 407,370 $ 504,919

$ 1,273,397 $ 1,436,046

$ 162,649

12.8%

The County’s net capital assets increased $162.6 million or 12.8 percent for the year. Net capital assets for the
governmental activities increased by 7.5 percent, while the business-type activities’ net capital assets increased
by 24.0 percent. Changes in capital assets by activity type were as follows:
Governmental activities
The County’s capital assets for its governmental activities rose by $65.1 million as follows:
Land increased by $5.0 million due to a donation received by the Parks and Recreation Department.
Buildings and improvements declined by $7.8 million due to depreciation.
Infrastructure increased by $29.1 million. This was due to the following projects: Montague Expressway
Improvement Project ($14.8 million), Signal Synchronization ($4.0 million), Bridge Seismic Retrofitting ($1.5
million), miscellaneous improvements and right of way purchases ($6.0 million), and miscellaneous bridge
repair and maintenance ($2.8 million).
Construction in progress activities increased by $36.2 million as $155.0 million in construction occurred during
the last fiscal year. Of these amounts, the following projects were completed and transferred to other asset
categories: various Road Fund projects, including the projects mentioned under the Infrastructure category
above ($37.3 million), building improvements completed by the Facilities and Fleet Department ($4.5 million),
and various construction projects completed at SCVMC ($76.8 million).
Business-type activities
Net capital assets for business-type activities increased by $97.5 million for the year. The SCVMC
construction in progress includes $262.6 million for various buildings, building improvements, and equipment
at SCVMC, and $2.5 million for the security fencing and facility improvements at South County Airport, Palo
Alto Airport and Reid Hillview Airport.
Commitment of Resources for Construction Work in Progress
At June 30, 2008, the County had committed $22.6 million of its net assets from the governmental activities
and $69.8 million of its net assets from the business-type activities for various uncompleted capital projects
included in the construction in progress.
Additional information on the County’s capital assets can be found in Note 6 on page 56 of this report.
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Long-term debt
The County’s long-term outstanding debt as of June 30, 2008 was $1.4 billion as shown in Table 6 below:
TABLE 6-Outstanding Debt (in thousands)
Governmental
Activities
FY 2007
FY 2008

Lease revenue bonds
(net of discounts and deferred
loss on refunding)
$ 281,902
Pension obligation bonds
Certificates of participation
4,872
Capital lease obligations
4,167
Capital appreciation bonds
104,654
Total
$ 395,595

$

$

292,981
394,716
4,438
3,119
110,911
806,165

Business-type
Activities
FY 2007
FY 2008

$ 533,533
$ 533,533

$ 593,785
$ 593,785

Total
Dollar
Change

Total
FY 2007

FY 2008

$ 815,435
4,872
4,167
104,654
$ 929,128

$ 886,766
394,716
4,438
3,119
110,911
$ 1,399,950

$

$

71,331
394,716
(434)
(1,048)
6,257
470,822

Percent
Change

8.7%
n/a
(8.9%)
(25.1%)
6.0%
50.7%

The County’s long-term debt, net of debt service principal pay-off of $24.2 million for the year, increased
$470.8 million or 50.7 percent. The County issued two new bonds, taxable pension funding bonds in the
amount of $389.5 million and 2007 Series K bonds totaling $93.5 million, and refunded several variable rate
bonds.
In July 2007, the County issued taxable pension funding bonds, series 2007 in the amount of $389.5 million to
pay for a portion of the County’s unfunded accrued actuarial liability with its pension plan.
In August 2007, the Santa Clara County Financing Authority (Authority) issued the 2007 Series K lease
revenue bonds in the amount of $93.5 million. These bonds were issued to provide funds for the construction of
the Valley Health Clinic in Milpitas, seismic retrofit of the Los Gatos courthouse, construction of a new fleet
facility, and renovation of the west wing of the Santa Clara County Hall of Justice.
In February 2008, the Authority issued 2008 Series A bonds for $126.4 million to refund a portion of the 1997
Series A lease revenue bonds. The purpose of the refunding was to acquire lower interest rates on the previous
fixed rate bonds.
In May 2008, the Authority converted the 2003 D, 2005 H, and 2006 J Series variable rate bonds into the 2008
Series L fixed rate bonds in the amount of $112.8 million. The 2005 F and G Series bonds were also converted
into the 2008 Series M variable rate demand obligations in the amount of $143.1 million. These conversions
were prompted by the liquidity crisis in the credit market, which caused bond interest rates to increase
significantly.
For its outstanding revenue bonds and certificates of participation, the County has maintained an AA rating
from the Standard & Poor’s (S&P), and an Aa3 rating from the Moody’s Investors Service. S&P has also
maintained the County’s general obligation bond rating to AA+ and Moody’s rating Aa2. This combination of
S&P and Moody’s ratings are the highest rating any large California County has ever achieved since
Proposition 13 was passed in 1978. The County’s TRANS ratings are SP-1+ from Standard & Poor’s and
MIG 1 from Moody’s. Each rating is the highest awarded for short-term notes.
Additional information on the County’s long-term debt can be found in Note 8 on page 61 of this report.
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Required Suplementary Information

The Honorable Members of the
Board of Supervisors of the
County of Santa Clara
San Jose, California
INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate discretely presented component units and remaining fund information of
the County of Santa Clara, California, (the County), as of and for the fiscal year ended June 30, 2008,
which collectively comprise the County’s basic financial statements, and have issued our report thereon
dated December 17, 2008. Our report was modified to include a reference to other auditors. Our report
also includes an explanatory paragraph indicating that the County adopted the provisions of
Governmental Accounting Standards Board (GASB) Statement No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions and GASB Statement No. 50,
Pension Disclosures – an Amendment of GASB Statements No. 25 and 27. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Other auditors audited the financial statements of the FIRST 5 Santa Clara
County; the County Sanitation District 2 – 3 of Santa Clara County; the Santa Clara County Vector
Control District; the Silicon Valley Tobacco Securitization Authority; the Santa Clara County Tobacco
Securitization Corporation; and the Santa Clara County Central Fire Protection District, the South Santa
Clara County Fire District, and Los Altos Hills County Fire District (collectively, “Fire Districts”), as
described in our report on the County’s financial statements. This report does not include the results of
the other auditors’ testing of internal control over financial reporting or compliance and other matters that
are reported on separately by those other auditors.
Internal Control Over Financial Reporting
In planning and performing our audit, we considered the County’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
County’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the County’s internal control over financial reporting.
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Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.
A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the County’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the County’s financial statements that is more than
inconsequential will not be prevented or detected by the County’s internal control. We consider the
deficiencies as listed as items 2008-A and 2008-B in the accompanying schedule of findings and
questioned costs to be significant deficiencies in internal control.
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the County’s internal control.
Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessary identify all deficiencies in the internal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. However, we believe that none of the
significant deficiencies described above are material weaknesses.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the County’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
We noted certain matters that we reported to management of the County in a separate letter dated
December 17, 2008.
The County’s responses to the findings identified in our audit are described in the accompanying schedule
of findings and questioned costs. We did not audit the County’s responses and, accordingly, we express
no opinion on them.
This report is intended solely for the information and use of the Board of Supervisors, County
management, federal awarding agencies and pass-through entities and is not intended to be and should not
be used by anyone other than these specified parties.

Certified Public Accountants
Walnut Creek, California
December 17, 2008
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The Honorable Members of the
Board of Supervisors of the
County of Santa Clara
San Jose, California
INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133
Compliance
We have audited the compliance of the County of Santa Clara, California (the County), with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the fiscal year ended
June 30, 2008. The County’s major federal programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to each of its major federal programs is
the responsibility of the County’s management. Our responsibility is to express an opinion on the
County’s compliance based on our audit.
The County’s basic financial statements include the operations of the Housing Authority of the County of
Santa Clara (Housing Authority), which expended $223,757,449 in federal awards, which is not included
in the schedule of expenditures of federal awards (SEFA) for the fiscal year ended June 30, 2008. Our
audit, described below, did not include the operations of the Housing Authority because we audited and
reported on the Housing Authority in accordance with OMB Circular A-133 as a separate engagement.
We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
County’s compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination of the County’s compliance with those requirements.
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As described in item 2008-1, in the accompanying schedule of findings and questioned costs, the County
did not comply with the requirement regarding program income that is applicable to its HOME
Investment Partnerships Program (CFDA No. 14.239). Compliance with such requirement is necessary, in
our opinion, for the County to comply with the requirements applicable to that program.
In our opinion, except for the noncompliance described in the preceding paragraph, the County complied,
in all material respects, with the requirements referred to above that are applicable to each of its major
federal programs for the fiscal year ended June 30, 2008. Also, the results of our auditing procedures
disclosed instances of noncompliance with those requirements, which are required to be reported in
accordance with OMB Circular A-133 and which are described in the accompanying schedule of findings
and questioned costs as items 2008-2, 2008-3, 2008-4, and 2008-5.
Internal Control Over Compliance
The management of the County is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the County’s internal control over
compliance with the requirements that could have a direct and material effect on a major federal program
in order to determine our auditing procedures for the purpose of expressing our opinion on compliance,
but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the County’s internal control over
compliance.
Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in the entity's internal control that
might be significant deficiencies or material weaknesses as defined below. However, as discussed below,
we identified certain deficiencies in internal control over compliance that we consider to be significant
deficiencies and one deficiency that we consider to be a material weakness.
A control deficiency in an entity’s internal control over compliance exists when the design or operation of
a control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity’s internal control. We consider
the deficiencies in internal control over compliance described in the accompanying federal awards
schedule of findings and questioned costs as items 2008-1, 2008-2, 2008-3, 2008-4, and 2008-5 to be
significant deficiencies.
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity’s internal control. Of the significant
deficiencies in internal control over compliance described in the accompanying schedule of findings and
questioned costs, we consider item 2008-1 to be a material weakness.
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The County’s responses to the findings identified in our audit are described in the accompanying schedule
of findings and questioned costs. We did not audit the County’s responses and, accordingly, we express
no opinion on them.
This report is intended solely for the information and use of the Board of Supervisors, County
management, federal awarding agencies and pass-through entities and is not intended to be and should not
be used by anyone other than these specified parties.

Certified Public Accountants
Walnut Creek, California
March 20, 2009
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COUNTY OF SANTA CLARA
Schedule of Expenditures of Federal Awards
For the Fiscal Year Ended June 30, 2008

Federal Grantor/Pass Through Entity/Grant Name
U.S. Department of Agriculture
Passed Through State Department of Social Services
Food Stamps
State Administrative Matching Grants for the Supplemental Nutrition Assistance Program
State Administrative Matching Grants for the Supplemental Nutrition Assistance Program
State Administrative Matching Grants for the Supplemental Nutrition Assistance Program
State Administrative Matching Grants for the Supplemental Nutrition Assistance Program
State Administrative Matching Grants for the Supplemental Nutrition Assistance Program

Federal
CFDA No.

Pass Through
Entity Number

10.551

43-10439

10.561
10.561
10.561
10.561
10.561

04-35461
04-35881
07-65337
07-65348
n/a

Subtotal State Administrative Matching Grants for the Supplemental
Nutrition Assistance Program

Expenditures

$

78,296,179
93,270
1,041,070
277,581
20,000
16,211,955
17,643,876

Subtotal Pass Through State Department of Social Services

95,940,055

Passed Through State Department of Health Services
Special Supplemental Nutrition Program for Women, Infants, and Children

10.557

05-45797

Passed Through State Department of Agriculture
Inspection Grading and Standardization

10.162

8415

Passed Through State Department of Education
School Breakfast Program
National School Lunch Program

10.553
10.555

43-10439-6066435-01
43-10439-6066435-01

Subtotal Child Nutrition Cluster

2,610,468
1,528
255,050
383,328
638,378

Subtotal Passed Through State Department of Education

638,378

Total U.S. Department of Agriculture

99,190,429

U.S. Department of Housing and Urban Development
Direct Programs
Community Development Block Grants/Entitlement Grants
HOME Investment Partnerships Program

14.218
14.239

n/a
n/a

2,191,012
9,711,594

Total U.S. Department of Housing and Urban Development

11,902,606

U.S. Department of Interior
Passed Through State Department of Parks and Recreation
Cooperative Endangered Species Conservation
Technical Preservation Services
Total U.S. Department of Interior
U.S. Department of Justice
Direct Programs
Juvenile Accountability Incentive Block Grants
Grants to Encourage Arrest Policies and Enforcement of Protection Orders
Community Capacity Development Office
State Criminal Alien Assistance Program
Edward Byrne Memorial Justice Assistance Grant Program

15.615
15.915

P0330012
06-01549

16.523
16.590
16.595
16.606
16.738

n/a
n/a
n/a
n/a
n/a

369,049
233,427
602,476

160,687
412,026
135,483
1,527,544
338,928

Subtotal Direct Programs

2,574,668

Passed Through State Office of Emergency Services
Crime Victim Assistance
Building Our Leaders For Tomorrow
Edward Byrne Memorial Justice Assistance Grant Program
Edward Byrne Memorial Justice Assistance Grant Program

16.575
16.609

VW 07260430
US 05020430

294,306
6,523

16.738
16.738

MS 07060430
DC 07180430

177,169
563,154

Subtotal Edward Byrne Memorial Justice Assistance Grant Program

740,323

Subtotal Passed Through State Office of Emergency Services

1,041,152

Total U.S. Department of Justice

3,615,820

See accompanying notes to the Schedule of Expenditures of Federal Awards.
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COUNTY OF SANTA CLARA
Schedule of Expenditures of Federal Awards (Continued)
For the Fiscal Year Ended June 30, 2008

Federal Grantor/Grant Name
U.S. Department of Transportation
Direct Program
Airport Improvement Program
Passed Through State Department of Transportation
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction
Highway Planning and Construction

Federal
CFDA No.

Pass Through
Entity Number

20.106

n/a

20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205

STPLH 5937(102)
STPL 5937 (101)
STPL 5937(108)
STPLZ 5937(033)
BRLO 5937 (047)
BRLO 5937 (046)
STPLZ-5937(087)
STPLZ-5937(088)
BHLO 5937(096)
BRLS 5937(077)
STPLZ-5937 (033)
BHLO 5937(093)
BRLO 5937(106)
STPLZ 5937(058)
STPLER -5937(099)
BRL-NBIS (508)

Expenditures

1,585,140
1,232,244
81,313
697,237
714,789
45,875
45,928
384,522
601,775
726
1,510,254
348,911
31,336
4,339
125,471
100,000
70,293

Subtotal Passed Through State Department of Transportation

5,995,013

Passed Through State Department of Parks and Recreation
Recreational Trails Program
Recreational Trails Program

20.219
20.219

RT-43-005
RT-43-006

153,000
67,353

Subtotal Passed Through State Department of Parks and Recreation

220,353

Passed Through State Office of Traffic Safety
State and Community Highway Safety
State and Community Highway Safety
State and Community Highway Safety
State and Community Highway Safety
Subtotal Passed Through State Office of Traffic Safety

20.600
20.600
20.600
20.600

AL0632
AL0668
CT080102/238/396
AL0807

102,558
111,179
13,055
357,368
584,160

Total U.S. Department of Transportation

8,384,666

Institute of Museum and Library Services
Passed Through California State Library
Grants to States

45.310

n/a

4,860

Total Institute of Museum and Library Services

4,860

Environmental Protection Agency
Passed Through California Environmental Protection Agency - Air Resources Board
Environmental Information Exchange Network Grant Program and Related Assistance
Leaking Underground Storage Tank Trust Fund Program

66.608
66.805

OS-83137601-1
07-016-250-0

Total Environmental Protection Agency

177,029
95,000
272,029

U.S. Department of Education
Passed Through State Department of Alcohol and Drug
Safe and Drug Free Schools and Communities_State Grants

84.186

n/a

Total U.S. Department of Education

116,496
116,496

See accompanying notes to the Schedule of Expenditures of Federal Awards.
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COUNTY OF SANTA CLARA
Schedule of Expenditures of Federal Awards (Continued)
For the Fiscal Year Ended June 30, 2008

Federal Grantor/Grant Name
U.S. Department of Health and Human Services
Direct Programs
Consolidated Health Centers (Community Health Center, Migrate Health Centers,
Health Care for the Homeless, Public Housing Primary Care, and School Based
Health Centers)
Enhance the Safety of Children Affected By Parental Methamphetamine
or Other Substance Abuse

Federal
CFDA No.

Pass Through
Entity Number

93.224

n/a

945,144

93.087

n/a

159,245

Expenditures

1,104,389

Subtotal Direct Programs
Passed Through Council on Aging Silicon Valley
Special Programs for the Aging_Title III, Part C_Nutrition Services
Nutrition Service Incentive Program

93.045
93.053

AP-0708-10
AP-0708-10

1,164,424
710,319

Subtotal Aging Cluster

1,874,743

Passed Through State Department of Education
Child Care Mandatory and Matching Funds of the Child Care and Development Fund
Child Care Mandatory and Matching Funds of the Child Care and Development Fund

93.596
93.596

43-W038
43-2243

272,552
1,806,065

Subtotal Passed Through State Department of Education

2,078,617

Passed Through State Department of Health Services
Public Health and Social Services Emergency Fund
Public Health Emergency Preparedness
Project Grants and Cooperative Agreements for Tuberculosis Control Programs
Projects for Assistance in Transition from Homelessness (PATH)
Immunization Grants
Centers for Disease Control and Prevention _ Investigations
and Technical Assistance

93.003
93.069
93.116
93.150
93.268

n/a
n/a
n/a
n/a
07-65249

2,287,175
376,799
486,308
230,287
951,451
1,303,585

93.283

n/a

93.576
93.576
93.576
93.576

n/a
07-43-90841-01
07-43-90840-1
07-43-9460-1A

Medical Assistance Program (Medicaid: Title XIX)
Grants for Training in Primary Care Medicine and Dentistry
HIV Emergency Relief Project Grants
HIV Care Formula Grants
Grants to Provide Outpatient Early Intervention Services with
Respect to HIV Disease
HIV Prevention Activities_Health Department Based

93.778
93.884
93.914
93.917

n/a
PS0423
n/a
94-19897 A-1

4,394,917
631,414
2,373,482
371,203

93.918
93.940

n/a
n/a

713,663
1,603,781

Public Health Traineeships
Public Health Traineeships
Public Health Traineeships

93.964
93.964
93.964

2007-43 MCH
2007-43 BIH
2007-43 AFLP

93.994
93.994
93.994

2007-43 BIH
2007-43 AFLP
2007-43 MCH

Refugee and Entrant Assistance_Discretionary Grants
Refugee and Entrant Assistance_Discretionary Grants
Refugee and Entrant Assistance_Discretionary Grants
Refugee and Entrant Assistance_Discretionary Grants
Subtotal Refugee and Entrant Assistance_Discretionary Grants

25,674
35,296
310,236
119,609
490,815

Subtotal Public Health Traineeships

124,542
217,499
236,826
578,867

Maternal and Child Health Services Block Grant to the States
Maternal and Child Health Services Block Grant to the States
Maternal and Child Health Services Block Grant to the States
Subtotal Maternal and Child Health Services Block Grant to the States

340,123
90,691
322,928
753,742

Subtotal Passed Through State Department of Health Services

17,547,489

Passed Through State Department of Child Support Services
Child Support Enforcement

93.563

IV-356

See accompanying notes to the Schedule of Expenditures of Federal Awards.
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25,133,084

COUNTY OF SANTA CLARA
Schedule of Expenditures of Federal Awards (Continued)
For the Fiscal Year Ended June 30, 2008

Federal
CFDA No.

Federal Grantor/Grant Name
U.S. Department of Health and Human Services (Continued)
Passed Through State Department of Social Services
Substance Abuse and Mental Health Services_Projects of
Regional and National Significance
Promoting Safe and Stable Families
Temporary Assistance for Needy Families (TANF)
Refugee and Entrant Assistance_State Administered Programs
Refugee and Entrant Assistance_Targeted Assistance Grants
Child Welfare Services_State Grants
Foster Care_Title IV-E
Adoption Assistance
Social Services Block Grant
Chafee Foster Care Independence Program
Medical Assistance Program (Medicaid: Title XIX)

Pass Through
Entity Number

Expenditures

93.243

n/a

544,844

93.556
93.558
93.566
93.584
93.645
93.658
93.659
93.667
93.674
93.778

n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a
n/a

1,093,899
124,808,892
885,911
440,980
1,378,728
41,914,969
11,069,061
9,303,013
504,035
55,536,437

Subtotal Passed Through State Department of Social Services

247,480,769

Passed Through State Department of Mental Health
Block Grants for Community Mental Health Services

93.958

n/a

Passed Through State Department of Alcohol and Drug
Block Grants for Prevention and Treatment of Substance Abuse

93.959

n/a

687,217
11,272,305

Total U.S. Department of Health and Human Services

307,178,613

U.S. Department of Homeland Security
Passed Through the City of San Jose
Urban Areas Security Initiative

97.008

n/a

566,230

Passed Through the City and County of San Francisco
Urban Areas Security Initiative

97.008

2006-0071

245,865

Passed Through the State Office of Emergency Services
Homeland Security Grant Program
Homeland Security Grant Program
Homeland Security Grant Program
Homeland Security Grant Program

97.067
97.067
97.067
97.067

2006-0015
2006-0071
2007-8
2005-0015

97.017
97.017
97.017

OES # PJ55
OES # PJ37
OES # PJ45

97.042
97.042

2006-GR-0008
2007-6

250,987
248,225

97.078

2005-GR-15-0068

174,332

1,445,372
1,590,932
823,283
9,859
3,869,446

Subtotal Homeland Security Grant Program
Pre-Disaster Mitigation Competitive Grants
Pre-Disaster Mitigation Competitive Grants
Pre-Disaster Mitigation Competitive Grants
Subtotal Pre-Disaster Mitigation Competitive Grants

600,718
1,710,092
5,295
2,316,105

Emergency Management Performance Grants
Emergency Management Performance Grants
Subtotal Emergency Management Performance Grants

499,212

Buffer Zone Protection Program
Subtotal Passed Through State Office of Emergency Services

6,859,095

Total U.S. Department of Homeland Security

7,671,190

Total Expenditures of Federal Awards

$ 438,939,185

See accompanying notes to the Schedule of Expenditures of Federal Awards.
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COUNTY OF SANTA CLARA
Notes to the Schedule of Expenditures of Federal Awards
For the Fiscal Year Ended June 30, 2008
Note 1 – General
The accompanying Schedule of Expenditures of Federal Awards (SEFA) presents the expenditures of all
federal award programs of the County of Santa Clara, California (the County), for the fiscal year ended
June 30, 2008, except for the Housing Authority of the County of Santa Clara (Housing Authority) (see
Note 4). The County’s reporting entity is defined in Note 1 to the County’s basic financial statements. All
federal awards received directly from federal agencies, as well as federal awards passed through other
government agencies, are included on the SEFA.
Note 2 – Basis of Accounting
The accompanying SEFA is presented using the modified accrual basis of accounting for grants
accounted for in the governmental fund types and the accrual basis of accounting for grants accounted for
in the proprietary fund types, as described in Note 1 to the County’s basic financial statements. In
addition, the outstanding balance of prior year’s loans that have significant continuing compliance
requirements has been included in the total federal expenditure for the HOME Investment Partnerships
program (note 7) and the total federal expenditures for the State Criminal Alien Assistance Program
(SCAAP) includes the awarded funds as a one-time payment that is expended as of the date receipt
pursuant to the SCAAP Guidance and Application.
Note 3 – Relationship to the Financial Statements
Expenditures of federal awards are reported in the County’s basic financial statements as expenditures in
the General Fund and nonmajor special revenue funds and as expenses in the Airport enterprise fund.
Note 4 – Housing Authority (Discrete Component Unit) Federal Expenditures
The Housing Authority federal expenditures are excluded from the SEFA because the Housing
Authority’s federal expenditures are separately audited. Expenditures for the programs of the Housing
Authority listed below are taken from the separately issued single audit report. The programs of the
Housing Authority are as follows:
Federal Grantor/Program Title
U.S. Department of Housing and Urban Development
Pass-through the City of San Jose:
Community Development Block Grants/Entitlement Grants
Direct:
Shelter Plus Care
Public and Indian Housing
Section 8 Project Based Cluster:
Lower Income Housing Assistance Program - Section 8 New
Construction/Substantial Rehabilitation -Huff Gardens
Section 8 Moderate Rehabilitation Single Room Occupancy
Lower Income Housing Assistance Program - Section 8
Moderate Rehabilitation

CFDA Number

Grantor
Identifying
Number

14.218

HTF-07-006

14.238
14.850

n/a
n/a

2,477,637
1,301,830

14.182
14.249

n/a
n/a

339,035
837,451

14.856

n/a

1,200,907

Federal
Expenditures

$

59,337

2,377,393

Subtotal Section 8 Project Based Cluster
14.871
14.872

Section 8 Housing Choice Vouchers
Public Housing Capital Fund

n/a
n/a

216,680,514
860,738
$ 223,757,449

Total Federal Expenditures
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COUNTY OF SANTA CLARA
Notes to the Schedule of Expenditures of Federal Awards (Continued)
For the Fiscal Year Ended June 30, 2008
Note 5 – Food Stamps
Food stamps expenditures of $78,296,179 represent the face value of food stamps distributed to program
participants. They do not represent cash expenditures in the County’s basic financial statements for the
fiscal year ended June 30, 2008.
Note 6 – Amounts Provided to Subrecipients
Of the federal expenditures presented in the SEFA, the County provided federal awards to subrecipients
as follows:
Program Title
Special Supplemental Nutrition Program for Women, Infants, and Children
State Administrative Matching Program for
the Supplemental Nutrition Assistance Program
Community Development Block Grants/Entitlement Grants
HOME Investment Partnerships Program
Juvenile Accountability Incentive Block Grants
Grants to Encourage Arrest Policies and Enforcement of
Protection Orders
Edward Byrne Memorial Justice Assistance Grant Program
Environmental Information Exchange Network Grant Program
and Related Assistance
Leaking Underground Storage Tank Trust Fund Program
Safe and Drug Free Schools and Communities_State Grants
Special Programs for the Aging_Title III, Part C_Nutrition Services
Nutrition Services Incentive Program
Project Grants and Cooperative Agreements for
Tuberculosis Control Programs
Projects for Assistance in Transition from Homelessness (PATH)
Substance Abuse and Mental Health Services_Projects of
Regional and National Significance
Immunization Grants
Center for Disease Control and Prevention _ Investigations
and Technical Assistance
Temporary Assistance for Needy Families (TANF)
Refugee and Entrant Assistance_State Administered Programs
Refugee and Entrant Assistance_Discretionary Grants
Refugee and Entrant Assistance_Targeted Assistance Grants
Chafee Foster Care Independent Living
Grants for Training in Primary Care Medicine and Dentistry
HIV Emergency Relief Project Grants
HIV Care Formula Grants
HIV Prevention Activities_Health Department Based
Block Grants for Community Mental Health Services
Block Grants for Prevention and Treatment of Substance Abuse
Public Health Traineeships
Maternal and Child Health Services Block Grant to the States
Urban Area Security Initiative
Homeland Security Grant Program
Buffer Zone Protection Program
Total
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CFDA Number
10.557

Amount
Provided to
Subrecipients
$
67,318

10.561
14.218
14.239
16.523

330,107
1,364,386
392,855
81,059

16.590
16.738

412,026
686,635

66.608
66.805
84.186
93.045
93.053

177,029
95,000
73,307
1,164,424
710,319

93.116
93.150

25,000
230,287

93.243
93.268

182,330
245,482

93.283
93.558
93.566
93.576
93.584
93.674
93.884
93.914
93.917
93.940
93.958
93.959
93.964
93.994
97.008
97.067
97.078

622,102
4,854,549
154,727
23,026
352,558
423,093
265,789
882,383
307,702
295,665
85,861
4,809,514
236,826
79,045
53,500
469,860
99,287
20,253,051

$

COUNTY OF SANTA CLARA
Notes to the Schedule of Expenditures of Federal Awards (Continued)
For the Fiscal Year Ended June 30, 2008
Note 7 – Loans Outstanding
The County participates in certain federal award programs that sponsor revolving loan programs, which
are administered by the County. These programs maintain servicing and trust arrangements with the
County to collect loan repayments. The funds are returned to the programs upon repayment of the
principal and interest. The federal government has imposed certain continuing compliance requirements
with respect to the loans rendered under the HOME Investment Partnerships Program (HOME). During
the fiscal year 2008, the County incurred $240,000 in expenditures related to new loans under this
program. As of June 30, 2008, the total amount of HOME loans outstanding subject to continuing
compliance requirements was $9,441,256, which is included in the SEFA.
Note 8 – California Department of Aging (CDA) Grant
The terms and conditions of agency contracts with CDA require agencies to display state-funded
expenditures discretely along with the related federal expenditures. The following schedule is presented
to comply with these requirements.
Federal Grantor
Pass-through Grantor
Program Title
U.S. Department of Health & Human Services
Pass through the Council on Aging Silicon Valley
Special Programs for the Aging_Title III, Part C
Nutrition Services
Pass through the Council on Aging Silicon Valley
Nutrition Services Incentive Program

CFDA
Number

Grant/
Contract
Number

93.045

AP-0708-10

93.053

AP-0708-10

Total Expenditures of State and Federal Awards

Expenditures
State
Federal

$

153,204
-

$

$ 1,164,424
710,319

153,204

$ 1,874,743

Note 9 – Program Totals
The SEFA does not summarize programs that receive funding from various funding sources or grants.
The following table summarizes these programs by CDFA numbers:

Program Title /
Federal Grantor or Pass-Through Grantor

Federal
Expenditures

CFDA Number 16.738 - Anti-Drug Abuse Enforcement Program
U.S. Department of Justice
State of California, Office of Emergency Services

$
$

338,928
740,323
1,079,251

CFDA Number 93.778 - Medical Assistance Program (Medicaid: Title XIX)
State of California, Department of Social Services
State of California, Department of Health Services

$
$
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55,536,437
4,394,917
59,931,354

COUNTY OF SANTA CLARA
Notes to the Schedule of Expenditures of Federal Awards (Continued)
For the Fiscal Year Ended June 30, 2008
Note 10 – Homeland Security Cluster
The County is a recipient of 2005 and 2006, and 2007 Urban Areas Security Initiative (UASI) grant
awards (CFDA No. 97.008). Per the 2008 A-133 Compliance Supplement, UASI grant awards for the
specified grant years listed above are part of the Homeland Security Cluster. In addition, the County
incurred federal expenditures under the Homeland Security Grant Program (HSGP) (CFDA No. 97.067),
which are also part of the Homeland Security Cluster program. The following table summarizes these
programs by CDFA numbers:

Program Title /
Federal Grantor or Pass-Through Grantor
CFDA Number 97.008 - Urban Area Security Initiative
Passed through the City of San Jose
Passed through the City and County of San Francisco
Subtotal Urban Area Security Initiative
CFDA Number 93.067 - Homeland Security Grant Program
Passed through the State Office of Emergency Services
Total Homeland Security Cluster

Federal
Expenditures
$

3,869,446
$

118

566,230
245,865
812,095

4,681,541

COUNTY OF SANTA CLARA
Notes to the Schedule of Expenditures of Federal Awards (Continued)
For the Fiscal Year Ended June 30, 2008
Note 11 - Schedules of the Office of Emergency Services (OES), California Victims Compensation & Government
Claims Board, and California Department of Justice grant expenditures
State of California Office of Emergency Services grant expenditures:
The following represents grant expenditures for Department of Justice grants passed through the State of California Office of Emergency Services
for the fiscal year ended June 30, 2008.
Program Title and Expenditure Category
Victim Witness Assistance - OES
Operating Expenses
Total
Building Our Leaders for Tomorrow
Operating Expenses
Total

Grant Award
Number/Period
VW 07260430
7/1/07 to 6/30/08

US 05020430
10/1/05 to 12/31/08

Marijuana Suppression Program
Operating Expenses
Total

MS 07060430
7/1/07 to 6/30/08

Anti-Drug Abuse Enforcement Program
Personal Services
Operating Expenses
Equipment
Total

DC 07180430
7/1/07 to 6/30/08

Actual
Non-match

Budget

Actual
Match

Actual
Total

Variance

$
$

294,306
294,306

$
$

294,306
294,306

$
$

-

$
$

294,306
294,306

$
$

-

$
$

25,000
25,000

$
$

6,523
6,523

$
$

-

$
$

6,523
6,523

$
$

18,477
18,477

$
$

177,169
177,169

$
$

177,169
177,169

$
$

-

$
$

177,169
177,169

$
$

-

$

167,739
322,646
72,769
563,154

$

167,739
322,646
72,769
563,154

$

-

$

167,739
322,646
72,769
563,154

$

-

$

$

$

$

$

(Note: The non-match expenditure of $294,306, $6,523, $177,169, and $563,154 for grants VW 07260430, US 05020430, MS 07060430, and DC 07180430,
respectively, are reported as federal expenditures in the SEFA under the following CFDA numbers: 16.575, 16.609, and 16.738.)
The following represents the State of California Office of Emergency Services summary grant expenditures for the fiscal year ended June 30, 2008.
This information is included in the County's single audit report at the request of the State of California's Office of Emergency Services.

Program Title and Expenditure Category

Grant Award
Number/Period

Victim Witness Assistance - OES
Personal Services
Operating Expenses
Total

VW 06250430
7/1/06 to 6/30/07

Victim Witness Assistance - OES
Operating Expenses
Total

VW 07260430
7/1/07 to 6/30/08

Child Abuser Vertical Prosecution Program
Personal Services
Total

VB 07050430
7/7/07 to 6/30/08

High Technology Theft Apprehension & Prosecution
Personal Services
Operating Expenses
Equipment
Total

HT 06070430
7/1/06 to 6/30/07

Actual
Non-match

Budget

$
$

223,410
124,889
348,299

$
$

$

6,579
6,579

348,299
348,299

$
$

$
$

436,083
436,083

$

635,672
1,793,213
5,691
2,434,576

$

$

Actual
Match

$

-

332,487
332,487

$
$

$
$

436,083
436,083

$

10,776
5,691
16,467

$

$

Actual
Total

$

6,579
6,579

$

223,410
118,310
341,720

-

$
$

332,487
332,487

$
$

15,812
15,812

$
$

-

$
$

436,083
436,083

$
$

-

$

-

$

10,776
5,691
16,467

$

635,672
1,782,437
2,418,109

$

$

Variance

$

$

$

(Continued)
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COUNTY OF SANTA CLARA
Notes to the Schedule of Expenditures of Federal Awards (Continued)
For the Fiscal Year Ended June 30, 2008
Note 11 - Schedules of the Office of Emergency Services (OES), California Victims Compensation & Government
Claims Board, and California Department of Justice grant expenditures (Continued)

Program Title and Expenditure Category

Grant Award
Number/Period

High Technology Theft Apprehension & Prosecution
Personal Services
Operating Expenses
Equipment
Total

HT 07080430
7/1/07 to 6/30/08

High Technology Theft Apprehension & Prosecution
Personal Services
Operating Expenses
Total

HD 07070430
7/1/07 to 6/30/08

Actual
Non-match

Budget

$

$

$
$

1,188,056
1,238,144
8,376
2,434,576

232,695
469,684
702,379

$

$

$
$

701,141
1,238,144
8,376
1,947,661

176,505
385,398
561,903

Actual
Match

$

$

$
$

Actual
Total

486,915
486,915

56,190
84,286
140,476

$

$

$
$

1,188,056
1,238,144
8,376
2,434,576

232,695
469,684
702,379

Variance

$

-

$

$

-

$

California Victims Compensation & Government Claims Board grant expenditures
The following represents the California Victims Compensation & Government Claims Board grant expenditures for the fiscal year ended June 30, 2008.
This information is included in the County's single audit report at the request of the California Victims Compensation & Government Claims Board.

Program Title and Expenditure Category

Grant Award
Number/Period

Victim Witness Assistance - BOC
Personal Services
Operating Expenses
Total

VCGC7059
7/1/07 to 6/30/08

Victim Witness Restitution for Crime Victims
Personal Services
Operating Expenses
Total

VCGC7077
7/1/07 to 6/30/08

Santa Clara County Parole Advocacy program
Operating Expenses
Equipment
Total

PA06010430
11/1/06 to 9/30/08

Actual
Non-match

Budget

$
$

$
$

$
$

957,375
173,738
1,131,113

176,211
2,050
178,261

158,828
27,250
186,078

$
$

$
$

$
$

875,375
155,738
1,031,113

176,211
2,050
178,261

116,683
116,683

Actual
Match

$

Actual
Total

-

$

$

-

$

$

-

$

$
$

$
$

$
$

875,375
155,738
1,031,113

176,211
2,050
178,261

116,683
116,683

Variance

$
$

82,000
18,000
100,000

$

-

$

$
$

42,145
27,250
69,395

California Department of Justice grant expenditures:
The following represents the California Department of Justice grant expenditures for the fiscal year ended June 30, 2008. This information is included in the County's single
audit report at the request of the California Department of Justice.

Program Title and Expenditure Category
Spousal Abuser Prosecution Program
Personal Services
Other
Total

Grant Award
Number/Period
07SA14B030
7/1/07 to 6/30/08

Actual
Non-match

Budget

$
$

64,816
57,680
122,496

120

$
$

44,400
57,680
102,080

Actual
Match

$
$

20,416
20,416

Actual
Total

$
$

64,816
57,680
122,496

Variance

$
$

-

COUNTY OF SANTA CLARA
Schedule of Findings and Questioned Costs
For the Fiscal Year Ended June 30, 2008
Section I – Summary of Auditor’s Results
Financial Statements:
Type of auditor’s report issued:

Unqualified

Internal control over financial reporting:
•
•

Material weaknesses identified?
Significant deficiencies identified that are
not considered to be material weaknesses?

Noncompliance material to financial statements noted?

No
Yes
No

Federal Awards:
Internal control over major programs:
•
•

Material weaknesses identified?
Significant deficiencies identified that are
not considered to be material weaknesses?

Type of auditor’s report issued on compliance for major programs:
Any audit findings disclosed that are required
to be reported in accordance with section
510(a) of Circular A-133?

Yes
Yes
Qualified for
CFDA No. 14.239

Yes

Identification of major programs:
CFDA No. 14.218 Community Development Block Grants/ Entitlement Grants
CFDA No. 14.239 HOME Investment Partnership Program
CFDA No. 93.558 Temporary Assistance for Needy Families (TANF)
CFDA No. 93.658 Foster Care – Title IV-E
CFDA No. 93.667 Social Services Block Grant
CFDA No. 93.778 Medical Assistance Program (Medicaid: Title XIX)
CFDA No. 93.959 Block Grants for Prevention and Treatment of Substance Abuse
CFDA No. 97.008/
97.067 Homeland Security Cluster
Dollar threshold used to distinguish between
Type A and Type B programs:

$3,000,000

Auditee qualified as low-risk auditee?

No
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COUNTY OF SANTA CLARA
Schedule of Findings and Questioned Costs (Continued)
For the Fiscal Year Ended June 30, 2008
Section II – Financial Statement Findings
Significant Deficiency #1 – Item 2008-A
Coordination of the County’s Accounting Standard Implementations
The Santa Clara County Central Fire Protection District (Central Fire), a component unit of the County,
engages another audit firm to complete its audit. Central Fire has a separate defined benefit
postemployment healthcare plan from the County. Based on our review of the Central Fire’s stand alone
audited financial statements, we noted that the Central Fire did not implement Governmental Accounting
Standards Board (GASB) Statement No. 45, Accounting and Financial Reporting by Employers for
Postemployment Benefits Other than Pensions¸ for the fiscal year ended June 30, 2008 along with the rest
of the County. Although the County recorded its net other postemployment benefit obligations (OPEB) in
accordance with GASB Statement No. 45 at June 30, 2008 for its employees covered by the defined
benefit postemployment healthcare plan administrated by the Employee Services Agency, the County
under reported the Central Fire’s OPEB by approximately $12 million.
The County should work with Central Fire and all of their other auditors in coordinating the accounting
standards to be implemented and presented in their stand alone financial statements at least annually so
that these statements meet the County’s comprehensive financial reporting requirements. In addition, the
County should review the stand-alone draft financial reports to ascertain whether the information
provided for consolidation into the County’s Comprehensive Annual Financial Report is prepared in
accordance with the required standards.
Management Response from the Finance Department
We concur with the recommendation, and will develop a checklist to help staff review the audit reports of
all component units for compliance with GASB requirements. We will discuss all new reporting
requirements with our external auditors at the ‘Entrance Conference’ held in May each year and also
communicate those requirements to our component units and their independent auditors. The ControllerTreasurer Department routinely monitors all GASB pronouncements for any new accounting and
reporting requirements or changes to the existing standards. We communicate those requirements to the
departments and component units on a periodic basis. In addition, we provide training and information on
major GASB pronouncements to departments and component units at our quarterly fiscal officers’
meetings. Annually, we communicate the upcoming deadlines for new GASB requirements to
independent auditors of all component units. The new checklist and annual discussion with external
auditors will enhance our ability to ensure the component units’ are coordinated with the County in its
compliance with all GASB reporting requirements.
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COUNTY OF SANTA CLARA
Schedule of Findings and Questioned Costs (Continued)
For the Fiscal Year Ended June 30, 2008
Section II – Financial Statement Findings (Continued)
Significant Deficiency #2 – Item 2008-B
Financial Reporting of Net Pension Asset
In May 2005, the State’s Public Employees’ Retirement System (PERS) agreed to restructure the
County’s pension contribution for the 2004-05 fiscal year-end and defer $35 million of the scheduled
payment. Since May 2005, interest in the amount of $7.2 million has accumulated and was added to the
liability. In fiscal year 2007-08, the County issued taxable pension funding bonds in order to refinance
this obligation and to prepay other amounts arising from enhanced retirement benefits accruing to County
employees totaling $386.6 million.
During the fiscal year, the County did not reduce the deferred amount and cumulative accrued interest in
the amount of $42.2 million at June 30, 2008 against the prepayment of $386.6 million, thereby
overstating the County’s net pension obligation and related net pension asset. This overstatement also
caused the net pension asset amortization schedules to be incorrectly computed. As a result, an audit
adjustment was recorded to reduce the County’s obligation in the amount of $42.2 million, reduce the net
pension asset in the amount of $29.7 million and increase net assets by $12.5 million.
As the County enters into complex transactions, the Finance Agency staff should continue dialogue
between affected parties (e.g., finance and benefits staff) and timely record these transactions in the
accounting system to ensure accurate financing reporting.
Management Response from the Finance Department
We agree with the recommendation, and have already taken steps to improve communication among staff
performing different aspects of certain complex financial transactions. For all future bond issuances, the
debt administration staff will meet with the accounting and reporting staff to update on all pertinent
financial aspects of the debt (issue or refunding) transaction upon completion of such transaction. This
will ensure timely and accurate reporting of such transactions in the County’s financial statements.
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COUNTY OF SANTA CLARA
Schedule of Findings and Questioned Costs (Continued)
For the Fiscal Year Ended June 30, 2008
Section III – Federal Award Findings and Questioned Costs
Finding No. 2008-1

U.S. Department of Housing and Urban Development
CFDA No. 14.239 – HOME Investment Partnerships Program
Program Income

Criteria:
Program income is gross income received that is directly generated by the federally funded project during
the grant period, and includes payments of principal and interest on loans made with grant funds. In
accordance with the Code of Federal Regulations Title 24 Housing and Urban Development,
section 85.25 Program Income, program income shall ordinarily be deducted from total allowable costs to
determine the net allowable costs and should be used for current costs unless the federal agency
authorizes otherwise.
The U.S. Department of Housing and Urban Development (HUD) has also published Notice CPD 97-09
to provide guidance to HOME participating jurisdictions on the requirements governing program income.
The notice specifies that participating jurisdictions must maintain records which adequately identify the
source and application of their HOME funds (including program income) as part of the financial
transactions of their HOME program, consistent with generally accepted accounting principles.
Furthermore, program income must be used to the extent available before additional HOME allocation
funds are drawn down. A participating jurisdiction may not draw down HOME allocation funds while
allowing program income to accumulate in its local account.
Condition/Context:
During the performance of our testwork over this federal compliance requirement, we noted the County
received program income in the amount of $44,272 for payments of principal and interest on loans made
with HOME grant funds. The County did not factor in the program income received during the fiscal
year when it requested for draw down of HOME funds through the HUD’s Integrated Disbursement and
Information System (IDIS).
Effect:
The County is at risk of non-compliance with program income requirements.
Questioned Costs:
$44,272
Recommendation:
HUD has designed the IDIS for participating jurisdictions to enter, maintain, and report on projects and
activities for its Office of Community Planning and Development (CPD) grant programs. The County
already uses IDIS to draw down HOME funds and to submit information in compliance with program
requirements. The IDIS User Manual provides specific instructions on the IDIS program income process
and identifies the various reports which can be generated. We recommend the County utilize IDIS to
report the receipt of program income at reasonable periodic intervals such that program income is abated
against subsequent drawdowns to ensure compliance with program income requirements.
Views of Responsible Officials and Planned Correction Plan:
The management agrees with the recommendation. Effective in FY09, OAH has implemented a procedure
to enter HOME program income in IDIS quarterly and maintain a log of program income receipts to
ensure it is used to the extent available before HOME funds are drawn down.
Corrective Action Plan Contact Person:
Neena Batallones, Accountant III, Office of Affordable Housing
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COUNTY OF SANTA CLARA
Schedule of Findings and Questioned Costs (Continued)
For the Fiscal Year Ended June 30, 2008
Section III – Federal Award Findings and Questioned Costs (Continued)
Finding No. 2008-2

U.S. Department of Health and Human Services
CFDA No. 93.778 – Medical Assistance Program (Medicaid: Title XIX)
Passed-through the State of California Department of Health Services
Passed-through the State of California Department of Social Services
Eligibility

Criteria:
In accordance with OMB A-133, a grantee is responsible for documenting eligibility determinations.
Under the Medical Assistance Program eligibility requirements, all forms used for eligibility
determination should be properly documented, re-evaluated and approved.
Under Medical Assistance Program compliance guidelines, the County should document qualified alien
status if the applicant or recipient is not a U.S. citizen (42 USC 1320b-7d) using the State of California
Department of Health Services’ MC-13 form. This form is used by eligibility workers to document the
applicant’s citizenship or immigration status declaration and verification of immigration status for noncitizens who claim satisfactory immigration status.
Condition/Context:
During the performance of our testwork over this federal compliance requirement, we noted that in two
out of the forty cases tested (out of a population of 145,866), the County did not document the eligibility
determination with a MC-13 form in the case file for theses two non U.S. citizen applicants.
Effect:
The lack of documentation indicating the applicant’s citizenship and immigration status may result in
inadequate eligibility determinations, thus benefits could be disbursed to ineligible participants.
Questioned Costs:
Not applicable. The County was only responsible for assisting the State of California in determining
eligibility and received reimbursements for administrative costs only. Direct Medi-Cal expenditures are
not included in the SEFA.
Recommendation:
We recommend that the Social Service Agency (SSA) strengthen its monitoring controls over the
eligibility determination process to ensure the completion and maintenance of required documentation.
Eligibility workers should be held responsible for filing all required documentation and supervisors
should review and monitor the process of adequately documenting eligibility determinations.
Views of Responsible Officials and Planned Correction Plan:
SSA agrees with the recommendation on the missing MC-13 forms for non-citizens. As part of our
current application procedures, the MC-13 form is part of the Intake packet of forms given to the
applicant when he/she submits a Medi-Cal application. These forms are reviewed and explained in detail
with the applicant by the eligibility worker and all necessary forms are signed and scanned into our
Integrated Document Management (IDM) system. An Agency Memorandum will be issued to all
eligibility staffs, reminding them to obtain an MC-13 form for all non-citizen applicants and requiring
supervisors to review all cases transferred to the Continuing Units to ensure the completed MC-13 forms
are scanned into IDM. In addition, our Agency’s Staff Development continues to offer training in various
Medi-Cal topics, including the application requirements.
Corrective Action Plan Contact Person:
Tomás Dolcini, Application and Decision Support Manager, Social Service Agency.
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COUNTY OF SANTA CLARA
Schedule of Findings and Questioned Costs (Continued)
For the Fiscal Year Ended June 30, 2008
Section III – Federal Award Findings and Questioned Costs (Continued)
Finding No. 2008-3

U.S. Department of Housing and Urban Development
CFDA No. 14.239 – HOME Investment Partnerships Program
Special Tests & Provisions – Housing Quality Standards

Criteria:
Under the requirements of the Single Audit Act and OMB Circular A-133, the participating jurisdiction
has the responsibility to comply with the Housing Quality Standards inspection requirements. During the
period of affordability (i.e., the period for which the non-Federal entity must maintain subsidized
housing) for HOME assisted rental housing, the County, as the participating jurisdiction, must perform
on-site inspections to determine compliance with property standards and verify the information submitted
by the owners no less than:
•
•
•

Every three years for projects containing 1 to 4 units;
Every two years for projects containing 5 to 25 units; and
Every year for projects containing 26 or more units.

The County must also perform on-site inspections of rental housing occupied by tenants receiving
HOME-assisted tenant-based rental assistance to determine compliance with housing quality standards
and to assure that any needed repairs are completed timely.
Condition/Context:
During the performance of our testwork over this federal compliance requirement, we noted that out of
the 9 projects tested (out of a population of 29 projects), the Office of Affordable Housing (OAH) did not
perform the housing quality inspection performed for 8 projects within the required timeframe.
Subsequent to the required timeframe, the OAH has performed and completed housing quality standards
inspection on all 8 projects in question.
Effect:
Non-compliance with housing quality requirements should result in immediate corrective action by the
borrower. Continued non-compliance by the borrower after notification by the County may potentially
result in the calling of the HOME funded loan. In addition, should HUD determine that the County has
not met its burden in verifying continued compliance in the HOME program it may possibly result in
increased oversight by HUD and reduced annual allocation of HOME funding for future projects.
Questioned Costs:
Not applicable, as the County has subsequently performed and completed the housing quality standards
inspection on all 8 projects in question.
Recommendation:
We recommend the OAH evaluate and reinforce existing procedures over housing quality inspections to
ensure timely inspections. Adequate controls should include procedures to proactively identify and track
inspection due dates ensuring that on-site inspections are scheduled in advance of the due dates to allow
sufficient time for the site reviews. In addition, procedures should be implemented to obtain approved
deadline extensions for instances when inspections are expected to be delayed. The approved extensions
should be documented within the inspection files to demonstrate compliance with program requirements.
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Finding No. 2008-3 (Continued)
Views of Responsible Officials and Planned Correction Plan:
OAH concurs with the recommendation. OAH now understands that inspections are required within the
calendar from the prior inspection rather than by fiscal year.
OAH has revised its existing procedures for Housing Quality Inspections to ensure timely inspections are
completed. The revised procedures included adequate controls which identify and track inspection due
dates to ensure on-site inspections are scheduled in advance of the due dates to allow sufficient time for
the site reviews. When an unforeseeable need for a deadline extension occurs, OAH will obtain the
extension from HUD and document in the contract file to ensure that the County is in compliance with
program requirements.
Corrective Action Plan Contact Person:
Angelina McCormick, Senior Management Analyst, Office of Affordable Housing
Finding No. 2008-4

U.S. Department of Homeland Security
CFDA No. 97.008/97.067 – Homeland Security Cluster
Passed-through the City of San Jose
Passed-through the City and County of San Francisco
Passed-through the State of California Office of Emergency Services
Subrecipient Monitoring

Criteria:
In accordance with OMB Circular A-133, grantees are required to ensure that subrecipients who
ultimately expend $500,000 or more in Federal awards during the subrecipient’s fiscal year have met the
audit requirements of OMB Circular A-133 and that the required audits are completed within 9 months of
the end of the subrecipient’s audit period. The grantee is further required to issue a management decision
on audit findings within 6 months after receipt of the subrecipient’s audit report, and ensure that the
subrecipient takes timely and appropriate corrective action on all audit findings. In cases of continued
inability or unwillingness of a subrecipient to have the required audits, the pass-through entity shall take
appropriate action using sanctions.
Condition/Context:
During the performance of our testwork over this federal compliance requirement, we noted the Office of
Emergency Services (OES) obtained and reviewed the subrecipients’ invoices and supporting schedules
before disbursing reimbursement funds to the subrecipients. However, the OES did not require its
subrecipients receiving pass-through funding to submit single audit reports. The County did not identify
the subrecipients in which single audits are performed, obtain and review the most recent single audit
reports to determine if the subrecipients had a completed audit within the required time frame, nor
ascertain if these subrecipients had findings or questioned costs related to the grants provided.
Effect:
The County is not in compliance with Subrecipient Monitoring requirements.
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Finding No. 2008-4 (Continued)
Questioned Costs:
None, as the OES has obtained and reviewed the subrecipients’ invoices and supporting schedules before
disbursing reimbursement funds to the subrecipients.
Recommendation:
The OES should develop procedures to identify and determine which subrecipients are required to have a
single audit, ensure that the subrecipients are audited within 9 months of the end of the subrecipient’s
audit period, and acquire the single audit reports from its subrecipients. In addition, the OES should
follow up on any findings that arise as a result of these audits within 6 months after receipt of the
subrecipient’s audit report and take timely and appropriate corrective action on all related audit findings.
Views of Responsible Officials and Planned Correction Plan:
OES concurs that the County has responsibility as a grantee for monitoring subrecipient single audits,
pursuant to OMB Circular A-133.
OES has requested copies of single audit reports from all subrecipients who expended (received)
$500,000 or more in Federal grant funds for FY 2008 subsequent to year-end. Staff is in the process of
review to determine if there are any findings related to Homeland Security Grant expenses. If there are
any pertinent findings, OES will follow up with the subrecipients to monitor if appropriate corrective
actions were made in a timely way.
Beginning with FY 2009:
1. The County will establish a procedure to identify which subrecipients are subject to single audit
requirements. Procedure development will include consideration of options such as adding a clause in
each MOU to submit a Single Audit report to OES if total federal grant funds exceed $500,000 during
a fiscal year.
2. All such subrecipients will be required to provide a copy of the single audit report performed within 9
months of the end of the audit period to the OES Grants Program Manager. Copies of all reports will
be maintained in County Homeland Security Grant program files.
3. If any findings have been made, relating to Homeland Security Grant expenses, for any subrecipient,
the OES Grants Program Manager will follow up within 6 months of receipt of the single audit report,
and take timely and appropriate corrective actions
Corrective Action Plan Contact Person:
Diane Stambaugh, Grants Program Manager, Santa Clara County Office of Emergency Services.
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U.S. Department of Health and Human Services
CFDA No. 93.558 - Temporary Assistance for Needy Families (TANF)
Passed-through the State of California Department of Social Services
Special Tests & Provisions –
Child Support Non Cooperation, Penalty for Refusal to Work

Criteria:
In accordance with OMB Circular A-133, a grantee is responsible for determining and documenting
eligibility determinations. Specifically, the County is required to:
•
•

Terminate or reduce assistance by at least 25 percent for child support non-cooperation;
Reduce or terminate assistance for refusal to work subject to any good cause or exemption, such as
unavailability of appropriate child care for an adult single custodial parent caring for a child under the
age of six.

The County has established policies and procedures to send out a notice of action (NOA) to participants
who do not cooperate with child support or who refuse to work at least ten days before the effective date
of the County imposing a sanction on the participants’ benefits.
Condition/Context:
During the performance of our testwork over these federal compliance requirements, we noted the
following:
•

Child Support Non Cooperation – Two out of the forty cases tested (out of a population of 105 fiscal
year 2008 cases) that had benefits reduced or terminated did not have a notice of action form in the
case file.

•

Penalty for Refusal to Work – One out of the forty cases tested (out of a population of 12,845 cases)
that had benefits reduced did not have a notice of action form in the case file.

Effect:
The County is not in compliance with the Special Tests & Provisions compliance requirement. This may
potentially allow the continuation of funding or over-funding to ineligible individuals.
Questioned Costs:
None, the County reduced or terminated the benefit payments for the cases noted above.
Recommendation:
We recognize that the Social Services Agency (SSA) has provided additional instructions to staff on steps
to follow to ensure that the County is in compliance with the Federal and State regulations. We
recommend the County continue to offer supplemental trainings so that its caseworkers could improve on
their awareness of the regulations. Management should continue to strengthen control ensuing that all
cases information is documented as required.
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Views of Responsible Officials and Planned Correction Plan:
SSA agrees with the above recommendations. SSA continues to provide training on a regular basis on
client rights and responsibilities, as stated in the Santa Clara County CalWORKs Handbook of Policy and
Procedures, which include the right to a 10-day Notice of Action (NOA) prior to a decrease or
termination of benefits. In addition, our internal corrective action team reviews cases randomly for
specific items and the 10-day NOA for child support non-cooperation and Welfare-to Work sanctions are
among the items in their review. When an error is identified, the worker is instructed to take the necessary
corrective actions and provide verification of the corrective action taken within a specified amount of
time. A County Memorandum is also being issued by Management as a reminder to staff of the existing
regulations and the 10-day NOA requirement.
Corrective Action Plan Contact Person:
Maria Candy Savin, CalWORKs Program Coordinator, Social Service Agency.
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Reference Number:

2007-1

Federal Catalog Number:

U.S. Department of Housing and Urban Development
14.218 Community Development Block Grants/Entitlement Grants
14.239 HOME Investment Partnerships Program

Audit Finding:

Reporting
The County did not complete the Form HUD 60002, Section 3 Annual
Summary Report as required by 24 CFR Sections 135.3(a), 135.90, and
570.607 for the Community Development Block Grant and the HOME
Investment Partnerships Program. The County has not attended recent
trainings provided by U.S. Department of Housing and Urban
Development (HUD) and as such did not realize that they were required
to complete a separate annual report because the County was a prime
recipient of funds over $200,000 that involved housing rehabilitation,
housing construction or other public construction.

Status of Corrective Action:

Appears corrected based on our testing of the programs in the current
year.

Reference Number:

2007-2

Federal Catalog Number:

U.S. Department of Health and Human Services
Passed through the State of California, Department of Social Services
93.658 – Foster Care_Title IV-E
Eligibility
 4 participant files did not have a Form FC 2 completed during fiscal
year 2007, thus not meeting the required twelve-month eligibility redetermination requirement.
 4 participant files had Form FC 2 completed after the required due
date during fiscal year 2007, thus not meeting the required twelvemonth eligibility re-determination requirement.
 1 participant file did not have a complete Form SOC 815 on file.

Audit Finding:

Status of Corrective Action:

Appears corrected based on our testing of the program in the current
year.
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Reference Number:

2007-3

Federal Catalog Number:

U.S. Department of Health and Human Services
Passed through the State of California, Department of Social Services
93.658 – Foster Care_Title IV-E

Audit Finding:

Reporting
The 3 monthly CA-237 reports selected for testing ranged from 2 to 9
days late and 1 out of 3 monthly CA-800 reports selected for testing was
filed 20 days after the due date.

Status of Corrective Action:

Appears corrected based on our testing of the program in the current
year.

Reference Number:

2007-4

Federal Catalog Number:

U.S. Department of Health and Human Services
Passed through the State of California, Department of Social Services
93.558 - Temporary Assistance for Needy Families

Audit Finding:

Allowable Costs/Cost Principles
Out of a sample size of 35, 5 employees did not have an approving
signature from the department supervisor on the time cards. Without
adequate internal controls over the approval of time entry, cash payments
to the employees could not be readily verified as authorized.

Status of Corrective Action:

Appears corrected based on our testing of the program in the current
year.
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