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MO D O C C OU N T Y 
A U D I T O R / R E C O R D E R  

 

February 8, 2007 
 
 
 
Greg Small 
Foreman 
2006-07 Modoc County Grand Jury 
County of Modoc 
Alturas, CA 96101 
 
Dear Mr. Small: 
 
In response to the Grand Jury letter of December 14, 2006, the following is respectfully submitted:  
 
Findings: 
 

1. Few Special Distr icts have been audited and none have been fi led with the County 
Auditor. 

Response: 
I spoke with the State Controller's Office in regard to the qualifications needed to be able to do 

an audit under GC26909 and was told that you have to either be a Certified Public Accountant or a 
Public Accountant licensed with the Board of Accountancy. I do not qualify under these requirements.. 

 
2. The County Auditor now estimates that each audit by a CPA would cost about 51,500.00. It 

may be possible to reduce the cost if the audits are performed at the same time or on a schedule 
convenient to the CPA. 

Response: 
I have conferred with the County's current Independent Auditor and he feels he can do an audit 

for less than the $1,500.00 if the special districts revenues and expenditures are all transacted through the 
county's financial systems. 

 
3. Many of the small special districts are staffed by volunteers and have 

insufficient funds. The cost of the audits is a significant burden for them. 
Response: 

I agree with this statement and have been saying this for years. At one of my State Controller's 
Conferences a while back the Auditors were talking about doing legislation to change the Government 
Code because of the financial problems the districts are having, but so far nothing has happened. 

 
4. Government Code 29009 does not address non-payment of audit costs by a district, but most 

districts have tax funds through the County and can be charged for the audit. 
Response: 
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GC29009 refers to proposed and final budgets. I do believe you are referring to GC26909. The 
districts do received tax revenue each year but by the time they pay their worker's compensation and 
liability insurance, there is not much , if any, left for any other expenses. 

 
5. The County Auditor maintains the tax funds of most districts and pays bills on presentation of 

the invoice by the district. Many small districts work entirely though the Auditor. Many provide 
the original invoice for such bill payments. The Auditor could also handle donated or outside 
monies. For districts whose monies and original invoices are handled by the Auditor, the audit 
process would be much easier and presumably less costly. 

Response: 
I am in agreement with your finding and will use it in my letter to the Special Independent 

Districts whoare governed by their appointed Boards of Trustees. 
 

6. Dependent districts are covered by the annual County Audit. 
Response: 

I agree with your statement. 
 

7. The County Auditor is the initiator of the audits absent action by the districts (Government 
Code 26906 (a)). 

Response: 
I will be requesting audits from the special districts this year. I will take action 

if I don't receive any answers. 
 

8. The County Auditor has been doing the annual financial reports to the State Controller for the 
districts (Government Code 53890). 

Response: 
That is correct that this office is doing the annual financial reports to the State Controller for the 

districts. We have taken care of this as far back as I can remember. 
 

9. Sound accounting, audits, filing of audits, and public review of the audits is important to 
efficient and proper government. 

Response: 
I agree completely with finding #9. 
 

Recommendations:  
a  Notify all independent special districts that they are required to participate in an audit as per 

Government Code 26909. 
Response: 

I agree with your recommendations and will implement a program this year for all the 
independent districts so we can get them into compliance. 

 
b. Contract with a CPA to do all of the districts audits, or hire a part-time or temporary audit 

staff member. 
Response: 

After the special districts are notified this year, I will again contact our Independent Auditor and 
get a current quote for all districts desiring to have our Auditor do their audits. 

 
c. Consider including the districts audits in the annual County audit contract if it would reduce 

the cost. The two and five year audits could be scheduled with a certain number each year.  
Response: 

I will contact our Independent Auditor and ask for his opinion on this matter, i.e. the one year, 
two year or five year audits. 
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d. The first audit should cover the past five years or back to the last filed audit whichever is 
the lesser. Future audits or audit filing would occur annually or every two or five years 
if a 26909(f) schedule is approved. 

Response: 
Again, I will contact our Independent Auditor and ask his opinion on the matter. 

We are working to resolve these findings and recommendation as quickly as possible.  
 
Sincerely, 
 
 
 
Judith J. Stevens 
Auditor/Re 

 


