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The Iosco County's Response to Finding
The Iosco County's response to the finding identified in our audit is described in the accompanying schedule of findings
and questioned costs. The Iosco County's response was not subjected to the auditing procedures applied in the audit of
the financial statements and, accordingly, we express no opinion on it.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the
entity’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.
.
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Report on Internal Control Over Compliance
Management of Iosco County is responsible for establishing and maintaining effective internal control over compliance with
the types of compliance requirements referred to above. In planning and performing our audit of compliance, we
considered the Iosco County's internal control over compliance with the types of requirements that could have a direct and
material effect on each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal program and to test and
report on internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the
effectiveness of the Iosco County's internal control over compliance.
A deficiency in internal control over compliance exists when the design or operation of a control over compliance does not
allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect and
correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of compliance requirement
of a federal program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance.
Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal
control over compliance and the results of that testing based on the requirements of the Uniform Guidance. Accordingly,
this report is not suitable for any other purpose.
Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance
We have audited the financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the Iosco County
as of and for the year ended December 31, 2017, and the related notes to the financial statements, which collectively
comprise the Iosco County's basic financial statements. We issued our report thereon dated June 29, 2018, which
contained unmodified opinions on those financial statements. Our audit was conducted for the purpose of forming
opinions on the financial statements that collectively comprise the basic financial statements. The accompanying schedule
of expenditures of federal awards is presented for purposes of additional analysis as required by the Uniform Guidance
and is not a required part of the basic financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the basic financial
statements. The information has been subjected to the auditing procedures applied in the audit of the financial statements
and certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the schedule of expenditures of federal awards is fairly stated in all material respects in
relation to the basic financial statements as a whole.
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IOSCO COUNTY
Tawas City, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2017
Summary of Auditors' Results
1.

The auditors' report expresses unmodified opinions on the financial statements of the Iosco County.

2.

One material weakness in internal control relating to the audit of the financial statements is reported in the
Independent Auditors' Report on Internal Control over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance with Government Auditing
Standards .

3.

No instances of noncompliance material to the financial statements of the Iosco County, which are
required to be reported in accordance with Government Auditing Standards, were disclosed during the
audit.

4.

No material weaknesses or significant deficiencies relating to the audit of internal control over major
federal award programs are reported in the Independent Auditors’ Report on Compliance For Each Major
Program and on Internal Control Over Compliance Required by the Uniform Guidance.

5.

The auditors’ report on compliance for the major federal award programs for Iosco County expresses an
unmodified opinion on all major federal programs.

6.

No audit findings relative to the major federal award programs for the Iosco County are reported in this
schedule.

7.

The programs tested as major programs included: CFDA #11.307 Economic Development Administration
- Economic Adjustment Grant for Military Base Closures, CFDA #93.563 Child Support Enforcement

8.

The threshold used for distinguishing between Type A and B programs was $750,000.

9.

The Iosco County does not qualify as a low-risk auditee.

Findings - Financial Statement Audit
2017-001

Financial Statement Preparation
Condition and Criteria: Accounting principles require personnel of the County have
the knowledge to review and determine the financial report and the Schedule of
Expenditures of Federal Awards is a complete presentation in accordance with
Generally Accepted Accounting Principles. Iosco County’s personnel prepare various
financial information throughout the year to assess operations and the financial
condition of the County. However, prior to the closing of the year end, various entries
material to the financial statements were proposed by the external auditors. Also, the
County relies on the external auditors to assist in preparing the annual financial report
and Schedule of Expenditures of Federal Awards in accordance with Generally
Accepted Accounting Principles.
Effect: As a result, the County is considered to have a material weakness, since
reporting errors or omissions could occur in the preparation of the annual financial
report and Schedule of Expenditures of Federal Awards that would be departures from
Generally Accepted Accounting Principles and the County would not be in a position to
detect the errors or omissions.
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IOSCO COUNTY
Tawas City, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2017
Findings - Financial Statement Audit (Continued)
2017-001

Financial Statement Preparation (Continued)
Cause: The County has in the past evaluated the cost vs. benefit of correcting this
finding and deemed it in its best interests to outsource the task to its external auditors.
Context: Iosco County has individuals on staff to review the financial report and
Schedule of Expenditures of Federal Awards to ensure they are accurate, and the
financial information reflects the recording of the proposed entries. However, the
individuals do not review and determine that the financial report and Schedule of
Expenditures of Federal Awards is a complete presentation in accordance with
Generally Accepted Accounting Principles.
Auditor's Recommendation: We recommend the County continue to re-evaluate the
cost vs. benefit considerations involved with remedying this situation.
Views of Responsible Officials: The County has evaluated the cost vs. benefit of
establishing internal controls over the preparation of financial statements in accordance
with GAAP, and determined that it is in the best interests of the County to outsource this
task to its external auditors, and to carefully review the draft financial statements and
notes and the Schedule of Expenditures of Federal Awards prior to approving them and
accepting responsibility for their content and presentation.
Corrective Action Plan: See attached corrective action plan from management.

Findings and Questioned Costs - Major Federal Award Programs Audit
There were no findings or questioned costs related to the major federal award program audit for the year ended
December 31, 2017.
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IOSCO COUNTY, MICHIGAN
Tawas City, Michigan
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2017

Federal Grantor or Pass Through Grantor
Program Title/Grantor's Number
U.S. Department of Agriculture
Housing Preservation Grant
Housing Preservation Grant Program Income

Federal
CFDA
Number

Current Year Expenditures to
Expenditures
Subrecipients

10.433

$

4,069
1,150
5,219

$

0
0
0

Passed through the Michigan Department of Natural Resources:
Schools & Roads - Grants to States National Forest Revenue 2017

10.665

114,203

114,203

Rural Business Enterprise Fund Grant

10.769

43,355

0

162,777

114,203

Total U.S. Department of Agriculture
U.S. Department of Commerce
Economic Development Administration - Economic
Adjustment Grant for Military Base Closures

11.307

4,210,934

0

U.S. Department of Housing and Urban Development
Passed through Michigan Economic Development Corporation:
Community Development Block Grant Revolving Loan Fund

14.228

77,376

77,376

14.228

75,480
13,178
88,658

0
0
0

166,034

77,376

Passed through Michigan State Housing Development Authority:
Community Development Block Grant Program Income
ICHRRLP Revolving Loan Fund

Total U.S. Department of Housing and Urban Development
U.S. Department of Interior
Payment in Lieu of Taxes 2017

15.226

124,885

0

U.S. Department of Justice
Bulletproof Vest Partnership Program 2015

16.607

1,086

0

The accompanying notes are an integral part of this schedule.
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IOSCO COUNTY, MICHIGAN
Tawas City, Michigan
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2017

Federal Grantor or Pass Through Grantor
Program Title/Grantor's Number

Federal
CFDA
Number

Current Year Expenditures to
Expenditures
Subrecipients

U.S. Election Assistance Commission
Passed through the Michigan Department of State:
Non-Cash Assistance (Equipment):
Help America Vote Act

90.401

$

U.S. Department of Health and Human Services
Child Support Enforcement:
Passed through the Michigan Department of Human Services:
Child Support Enforcement Incentive Payment 2017
Prosecuting Attorney CSPA-17-35002
Friend of the Court Title IV-D CSFOC-17-35001

126,871

$

0

93.563

39,942
20,416
319,497
379,855

0
0
0
0

97.012

9,700

0

Passed through Michigan State Police:
Emergency Management Performance Grant EMC-2017-EP-00001-S01

97.042

9,108

0

Passed through Michigan State Police:
Homeland Security Grant Program, Operation Stone Garden EMW-2015-SS-00033

97.067

20,236

0

97.067

252,703
621,293
873,996

168,172
544,283
712,455

913,040

712,455

U.S. Department of Homeland Security
Passed through the Michigan Department of Natural Resources:
2017 Marine Safety Program Grant Agreement

Passed through Michigan Region 3 Homeland Security Planning Board:
2016 State Homeland Security Grant Program EMW-2016-SS-00010-S01
2015 State Homeland Security Grant Program EMW-2015-SS-00033

Total U.S. Department of Homeland Security
Total Federal Awards

$ 6,085,482

The accompanying notes are an integral part of this schedule.
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IOSCO COUNTY
Tawas City, Michigan
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2017

1. Basis of Presentation
The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal award activity of Iosco
County under programs of the federal government for the year ended December 31, 2017. The information in this Schedule is
presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Because the Schedule
presents only a selected portion of the operations of Iosco County, it is not intended to and does not present the financial
position, changes in net position, or cash flows of Iosco County.
2. Summary of Significant Accounting Policies
Expenditures reported on the schedule are reported on the accrual basis of accounting. Such expenditures are recognized
following the cost principles contained in the Uniform Guidance or OMB Circular A-87, Cost Principles for State, Local and
Indian Tribal Governments , depending when the award was granted.
Iosco County has not elected to use the 10 percent de minimis indirect cost rate as allowed under the Uniform Guidance.
3. Reconciliation to Financial Statements
Federal revenue presented in the financial statements

$

Amounts due from the State of Michigan that will be recognized as revenue
for the year ended December 31, 2018 because they are considered unavailable in
the governmental funds.
#97.067 Homeland Security Grant Program, Operation Stone Garden
Accounts receivable for year ended December 31, 2016, received more than 60 days after
year end and recognized as federal revenue in the fiscal year ended December 31, 2017
#93.563 Child Support Enforcement

1,595,914

20,236

(23,958)

Loans receivable for the year ended December 31, 2017
not recognized as federal revenue but recognized as federal award
expenditures.
#10.769 Rural Business Enterprise Fund Grant

31,033

Revolving Loan Fund Capital Base
#11.307 Economic Adjustment Grant for Military Base Closures

4,195,721

Loan disbursements, write-offs, and administrative expenses made for
the year ended December 31, 2017 not recognized as federal revenue, but
recognized as federal award expenditures.
#11.307 Economic Adjustment Grant for Military Base Closures
#14.228 CDBG Revolving Loan Fund

15,213
34,244

Cash balances and administrative expenses in revolving loan funds required to be
included in the Schedule of Expenditures of Federal Awards per the compliance
supplements but, not included as federal revenue in the financial statements.
#10.769 Rural Business Enterprise Fund Grant

12,322

The accompanying notes are an integral part of this schedule.
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IOSCO COUNTY
Tawas City, Michigan
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2017

3. Reconciliation to Financial Statements (Continued)
Loan repayments, loans disbursed by subrecipients, and interest revenue in revolving loan
funds recognized as mortgage repayment and interest revenue but required to be reported
on the Schedule of Expenditures of Federal Awards.
#14.228 ICHRRLP Revolving Loan Fund
#14.228 CDBG Revolving Loan Fund passed through the
Michigan Economic Development Corporation

$

77,376

Federal Awards passed through the County to other local units of government
required to be included on the Schedule of Expenditures of Federal Awards
but not recognized as revenue to the County.
#10.665 Schools & Roads - Grants to States National Forest Revenue 2017
Federal revenue expended per the Schedule of Expenditures of Federal Awards

The accompanying notes are an integral part of this schedule.
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13,178

114,203
$

6,085,482

Iosco County
Summary Schedule of Prior Year Audit Findings
Page 2

2016-003 – Required Written Policies and Procedures
Finding: The Uniform Guidance Part 200 Subpart D 200.302 requires certain written procedures. These
include written procedures for cash management and written procedures for determining the
allowability of costs in accordance with Subpart E – Cost Principals. Currently the County does not have
all of the required written procedures. The individual grants selected as major programs in the current
year have written procedures covering these areas. However, the County as a whole has not adopted
these written procedures. In addition, the Uniform Guidance Part 200 Subpart D 200.319 and 200.320
requires a written procurement policy including the method for conducting technical evaluations of
procurement proposals received and for selecting recipients. Iosco County has a written procurement
policy, however, it does not include the method for conducting technical evaluations of proposals , and it
also allows for the waiving of the procurement policy, for professional services over $10,000, if the
Board of Commissioners feels it is in the best interest of the County. However, the Uniform Guidance
requires sealed bids or competitive proposals for purchases over $150,000 charged to Federal Grants.
Year of Initial Occurrence: December 31, 2016
Status: This situation has been corrected. The County established written policies and procedures, in
the current year, as required by the Uniform Guidance.
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