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DESCRIPTION OF AGENCY 
 

The Michigan AIDS Coalition (“MAC”) is organized as a not-for-profit agency, under the 

provisions of 501(c)(3) of the Internal Revenue Code.  MAC’s administrative office is located in 

Ferndale, Michigan.  MAC operates under the legal supervision and control of its Board of 

Directors.  MAC promotes positive health practices and lifestyles for individuals affected by 

HIV/AIDS through various programs including the HIV Prevention Program and Technical 

Assistance Program. 

 

 

FUNDING METHODOLOGY 
 

MAC’s services are funded from local sources, fees and collections, and grant programs.  Two 

grant programs are administered through the Michigan Department of Community Health 

(MDCH), which consist of federal and state funds.  MDCH provides MAC with grant funding 

monthly, based on Financial Status Reports, in accordance with the terms and conditions of the 

grant agreement and budget. 

 

The HIV Prevention Program and Technical Assistance Program were funded by MDCH Grant 

Funds.  Grant funding from MDCH for the HIV Prevention Program includes federal funding 

under federal catalog number 93.940. 

 

 

PURPOSE AND OBJECTIVES 
 

The purpose of this review was to assess MAC’s financial reporting and internal controls for the 

HIV Prevention Program and Technical Assistance Program, and to determine the MDCH share 

of HIV Prevention Program and Technical Assistance Program costs.  The following were the 

specific objectives of the review: 

 

1. To assess MAC’s effectiveness in establishing and implementing internal controls over 

the HIV Prevention Program and Technical Assistance Program. 
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2. To assess MAC’s effectiveness in reporting their HIV Prevention Program and Technical 

Assistance Program financial activity to MDCH in accordance with applicable MDCH 

requirements and agreements, applicable federal standards, and generally accepted 

accounting principles. 

3. To determine the MDCH share of costs for the HIV Prevention Program and Technical 

Assistance Program in accordance with applicable MDCH requirements and agreements, 

and any balance due to or due from MAC.  

 

 

SCOPE AND METHODOLOGY 
 

We examined MAC’s records and activities for the two years October 1, 2008 to September 30, 

2010.  Our review procedures included the following: 

 

- Reviewed the most recent MAC Single Audit report for any HIV Prevention Program or 

Technical Assistance Program concerns. 

- Completed an internal control questionnaire. 

- Reconciled the HIV Prevention Program and Technical Assistance Program Financial 

Status Reports (FSRs) to the accounting records. 

- Tested a sample of expenditures for program compliance, and policy and approval 

procedures. 

- Reviewed cost allocations for reasonableness, and an equitable methodology. 

- Reviewed payroll expenditures. 

 

Our review did not include a review of program content or quality of services provided. 

 

 

2 



 

CONCLUSIONS, FINDINGS AND RECOMMENDATIONS 
 

INTERNAL CONTROLS 
 

Objective 1:  To assess MAC’s effectiveness in establishing and implementing internal controls 

over the HIV Prevention Program and Technical Assistance Program. 

 

Conclusion:  MAC was generally not effective in establishing and implementing internal 

controls over the identification, documentation and reporting of program expenditures; and 

ensuring compliance with Federal regulations and contract requirements.  We noted exceptions 

with expenditure reporting (Findings 1, 2 and 3), personnel activity reports (Finding 4), and 

staffing plan adherence (Finding 5). 

 

Finding 

1. Reported Costs Not Supported by the General Ledger or Other Documentation 

MAC reported costs on the monthly FSRs that did not agree with the general ledger and 

lacked supporting documentation in violation of contract provisions and OMB Circular 

A-122. 

 

The grant agreements between MDCH and MAC, Part II, Section IV. Financial 

Requirements, Subpart C. Financial Status Report Submission, require that FSRs include 

total actual program expenditures as follows:   

The monthly FSRs must reflect total actual program expenditures, regardless of 
the source of funds. 

 

The grant agreements between MDCH and MAC, Part II, Section III. Assurances, Subpart A. 

Compliance with Applicable Laws, require that MAC comply with the Federal Office of 

Management and Budget (OMB) Circular A-122 as follows: 

The Contractor will comply with applicable federal and state laws, guidelines, 
rules and regulations in carrying out the terms of this agreement.  The contractor 
will also comply with all applicable general administrative requirements such as 
OMB Circulars covering cost principles, grant/agreement principles, and audits 
in carrying out the terms of this agreement. 
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For costs to be allowable under the MDCH grant, OMB Circular A-122 (located at 2 CFR 

Part 230) requires the costs to be included in the agency’s accounting records, adequately 

documented, and incurred specifically for the award or distributed appropriately among 

benefiting programs.  These general principles of OMB Circular A-122 are included in 

Appendix A, Section A. Basic Considerations as follows: 

2. Factors affecting allowability of costs.  To be allowable under an award, costs 
must meet the following general criteria: 
a. Be reasonable for the performance of the award and be allocable thereto 

under these principles. 
b. Conform to any limitations or exclusions set forth in these principles or in 

the award as to types or amount of cost items… 
e. Be determined in accordance with generally accepted accounting 

principles (GAAP)… 
g. Be adequately documented… 

4. Allocable costs.  a. A cost is allocable to a particular cost objective, such as a 
grant, contract, project, service, or other activity, in accordance with the 
relative benefits received.  A cost is allocable to a Federal award if it is 
treated consistently with other costs incurred for the same purpose in like 
circumstances and if it: 
(1) Is incurred specifically for the award. 
(2) Benefits both the award and other work and can be distributed in 

reasonable proportion to the benefits received, or 
(3) Is necessary to the overall operation of the organization, although a direct 

relationship to any particular cost objective cannot be shown. 
 

While the grant agreements and Federal requirements require reporting of total actual 

program expenditures, and allow only those expenditures that are adequately documented, 

allocable, and included in the agency’s accounting records, the majority of expenditure line 

items reported by MAC on their monthly FSRs could not be traced and agreed to MAC’s 

general ledger, and MAC had no supporting documentation to justify the differences.  In our 

testing of line items reported on monthly FSRs, we could only rarely trace and agree them to 

MAC’s general ledger, and no documentation existed to explain differences.  Additionally, 

MAC inappropriately adjusted the majority of reported year end (or contract end) amounts up 

or down to budgeted amounts rather than reporting total actual program expenditures as 

required. 
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Financial adjustments revising reported amounts to actual amounts supported by the general 

ledger and other adequate documentation for each effected line item are included on the 

attached Statements of MDCH Grant Program Revenues and Expenditures.  Certain line 

items, while they could not be traced and agreed to the general ledger, were accepted as 

reported based on various audit testing procedures.   

 

Recommendation 

We recommend that MAC implement policies and procedures to ensure that reported 

expenditures on each line of the FSR represent total actual program expenditures, agree with 

the agency’s accounting records, are adequately documented, and are incurred specifically 

for the award or have been distributed appropriately among all benefiting programs. 

 

Finding 

2. Fringe Benefits Improperly Reported at Budgeted 30% Rate 

MAC reported fringe benefits expenditures on the Financial Status Reports (FSRs) based on 

the budgeted fringe benefits rate instead of actual cost. 

 

As previously stated in Finding 1, the grant agreements and Federal requirements require 

reporting of total actual program expenditures, and allow only those expenditures that are 

adequately documented, allocable, and included in the agency’s accounting records.  Rather 

than reporting actual fringe benefits expenditures incurred specifically for the MDCH awards 

or a distribution of actual fringe benefits expenditures based on a reasonable proportion of 

benefits received, MAC simply reported fringe benefits expenditures based on the budgeted 

fringe benefits rate of 30% of salaries and wages.  The actual fringe benefits rates based on 

actual total agency salaries and wages, and fringe benefits expenditures for fiscal year ends 

2009 and 2010 were determined to be 22.02% and 20.05% of salaries and wages, 

respectively. 

 

Financial adjustments revising reported fringe benefits expenditures to allowable fringe 

benefits expenditures based on actual cost are included on the attached Statements of MDCH 

Grant Program Revenues and Expenditures. 
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Recommendation 

We recommend that MAC implement policies and procedures to ensure that reported fringe 

benefits expenditures represent actual fringe benefits expenditures incurred specifically for 

the MDCH awards or a distribution of actual fringe benefits expenditures based on a 

reasonable proportion of benefits received. 

 

Finding 

3. Space Cost Improperly Reported at Set Monthly Amounts Equaling Contract Budget 

MAC reported space cost on the Financial Status Reports (FSRs) at set monthly amounts that 

resulted in the annual budgeted amount instead of actual cost. 

 

As previously stated in Finding 1, the grant agreements and Federal requirements require 

reporting of total actual program expenditures, and allow only those expenditures that are 

adequately documented, allocable, and included in the agency’s accounting records.  Rather 

than reporting actual space expenditures incurred specifically for the MDCH awards or a 

distribution of actual space expenditures based on a reasonable proportion of benefits 

received, MAC simply reported space expenditures based on the budgeted amount.  

Expenditures such as rent, utilities, property taxes and maintenance that are associated with 

the building used by MAC for activities performed under multiple grant programs must be 

allocated to all grant programs based on a reasonable proportion of benefits received. 

 

Financial adjustments for space cost will not be made for FYE 2010 as space cost reported on 

the FSRs for the MDCH grants was deemed reasonable in proportion to MAC’s total actual 

agency space cost.  However, financial adjustments for space cost will be made for 

FYE 2009 to adjust reported costs to actual per the general ledger (Finding 1) and to add an 

accrual for FYE 2009 property taxes. 
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Recommendation 

We recommend that MAC implement policies and procedures to ensure that reported space 

cost expenditures represent actual space cost incurred specifically for the MDCH awards or a 

distribution of actual space cost based on a reasonable proportion of benefits received. 

 

Finding 

4. Required Personnel Activity Reports Not Maintained 

MAC’s distribution of salaries and wages to the MDCH grants were not supported by 

personnel activity reports as required by OMB Circular A-122. 

 

The distribution of salaries and wages to awards must be supported by personnel activity 

reports as prescribed in subparagraph 8.m.(2) of Appendix B to OMB Circular A-122 as 

follows: 

Reports reflecting the distribution of activity of each employee must be 
maintained for all staff members (professionals and nonprofessionals) whose 
compensation is charged, in whole or in part, directly to awards…Reports 
maintained by non-profit organizations to satisfy these requirements must meet 
the following standards: 
(a) The reports must reflect an after-the-fact determination of the actual activity 

of each employee.  Budget estimates (i.e., estimates determined before the 
services are performed) do not qualify as support for charges to awards. 

(b) Each report must account for the total activity for which employees are 
compensated and which is required in fulfillment of their obligations to the 
organization. 

(c) The reports must be signed by the individual employee, or by a responsible 
supervisory official having first hand knowledge of the activities performed by 
the employee, that the distribution of activity represents a reasonable estimate 
of the actual work performed by the employee during the periods covered by 
the reports. 

(d) The reports must be prepared at least monthly and must coincide with one or 
more pay periods. 

 

MAC maintains “Weekly Time Sheets” for hourly staff, but not for salaried staff or various 

program staff.  General work activities are sporadically identified on the time sheets, but they 

do not identify the grant program worked on by the employee to support the distribution of 

salaries and wages to awards.   
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The time sheets are not signed by the individual employee, or by a responsible supervisory 

official.  Finally, while the weekly time sheets coincide with pay periods, employees are paid 

on Fridays for a pay period that ends the following day requiring numerous weekly 

adjustments to account for differences between time worked and time paid.  

Administratively, this is very inefficient. 

 

Recommendation 

We recommend that MAC implement personnel activity reports that comply with OMB 

Circular A-122 provisions.  The personnel activity reports must be maintained for all staff 

members, must specifically indicate the time worked on MDCH grants versus other programs 

and activities, must account for the total activity for each employee, and must be signed by 

the employee or by a responsible supervisory official.  Payroll distributions must agree with 

the personnel activity report time distributions.  Finally, we recommend that MAC consider 

moving pay dates back a week to allow for payroll processing based on actual time worked to 

eliminate the numerous weekly adjustments and improve administrative efficiencies. 

 

Finding 

5. Lack of Adherence to Approved Staffing Plan 

MAC reported salary expense for one staff member that far exceeded the approved staffing 

plan without advanced authorization from MDCH. 

 

Attachment A of the grant agreements between MDCH and MAC requires that MAC adhere 

to approved staffing plans with any deviations requiring advanced authorization as follows: 

Adhere to time lines, work plans, budgets and staffing plans submitted to and 
approved by HAPIS/DHWDC.  Deviations from approved time lines, work plans, 
budgets, and staffing plans must receive advance authorization from 
HAPIS/DHWDC. 
 

For the 2008/2009 fiscal year, the Program Assistant had an approved level of effort of 10% 

and salary of $2,046 for the HIV Prevention Program, and an approved level of effort of 30% 

and salary of $6,402 for the Technical Assistance Program.  However, MAC far exceeded the 

approved staffing plan by reporting Program Assistant salaries of $6,099 for the HIV 

Prevention Program and $19,906 for the Technical Assistance Program.   
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MDCH provided no authorization for this deviation.  Furthermore, due to the lack of required 

personnel activity reports (Finding 4), the Program Assistant work time on these respective 

grant programs could not be verified. 

 

Financial adjustments revising reported amounts to approved staffing plan amounts are 

included on the attached Statements of MDCH Grant Program Revenues and Expenditures. 

 

Recommendation 

We recommend that MAC implement policies and procedures to ensure that advance 

authorization from MDCH is obtained for any deviations from approved time lines, work 

plans, budgets, and staffing plans; and that reported costs agree with approved budgets and 

plans. 

 

 

FINANCIAL REPORTING 
 

Objective 2:  To assess MAC’s effectiveness in reporting their HIV Prevention Program and 

Technical Assistance Program financial activity to MDCH in accordance with applicable MDCH 

requirements and agreements, applicable federal standards, and generally accepted accounting 

principles. 

 

Conclusion:  MAC was not effective in reporting the HIV Prevention Program and Technical 

Assistance Program financial activity to MDCH in accordance with applicable MDCH 

requirements and agreements, applicable federal standards, and generally accepted accounting 

principles.  MAC’s lack of internal controls over the identification, documentation and reporting 

of program expenditures; and ensuring compliance with contract requirements as addressed in 

Findings 1, 2, 3 and 5 resulted in erroneous financial reporting.  Applicable financial adjustments 

revising reported amounts to correct amounts are included on the attached Statements of MDCH 

Grant Program Revenues and Expenditures. 
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10 

MDCH SHARE OF COSTS AND BALANCE DUE 
 

Objective 3:  To determine the MDCH share of costs for the HIV Prevention Program and 

Technical Assistance Program in accordance with applicable MDCH requirements and 

agreements, and any balance due to or due from MAC. 

 

Conclusion:  The MDCH obligations under the HIV Prevention Program and Technical 

Assistance Program for the two years October 1, 2008 through September 30, 2010 are as 

follows: 

 
HIV Prevention - October 1, 2008 – September 30, 2009..........................$426,585 
Technical Assistance - October 1, 2008 – September 30, 2009 ...................111,330 
HIV Prevention - October 1, 2009 – January 31, 2010 ................................129,773 
HIV Prevention - February 1, 2010 – September 30, 2010 ..........................201,858 
Technical Assistance - October 1, 2009 – September 30, 2010 .....................69,891 

 

The attached Statements of MDCH Grant Program Revenues and Expenditures show the 

budgeted, reported, and allowable costs.  A total of $114,719 in reported costs that were 

previously paid to MAC were determined unallowable and must be repaid to MDCH. 

 



 

 

Michigan AIDS Coalition 

HIV Prevention Services 

Statement of MDCH Grant Program Revenues and Expenditures 

10/1/08 - 9/30/09 
 

 BUDGETED REPORTED Adjustment Allowable 
          

REVENUES:         
          

 MDCH Grant $457,661  $457,661 1 ($31,076)  $426,585  
          
          

TOTAL REVENUES $457,661  $457,661  ($31,076)  $426,585  

          

EXPENDITURES:         
          
 Salaries & Wages $250,406  $250,406  $1,889 2 $248,242  
      ($4,053) 3   
 Fringe Benefits $75,122  $75,122  ($20,459) 4 $54,663  
 Travel $7,822  $7,822  $770 2 $8,592  
 Supplies & Materials $47,531  $47,531  ($10,747) 2 $36,784  
 Contractual $44,760  $44,760  $0  $44,760  
 Other - Communications $6,998  $6,998  $0  $6,998  
           - Rent / Space $25,022  $25,022  $1,524 5 $26,546  
          
          

TOTAL EXPENDITURES $457,661  $457,661  ($31,076)  $426,585  

  

1 Actual MDCH payments. 

2 To adjust to actual per general ledger (Finding 1). 

3 To adjust to approved Staffing Plan (Finding 5). 

4 To adjust to actual per total agency fringe rate (Finding 2). 

5 To adjust to actual per general ledger (Finding 1) and to add a $6,796 accrual for property taxes (Finding 3). 
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Michigan AIDS Coalition 

Technical Assistance Training 

Statement of MDCH Grant Program Revenues and Expenditures 

10/1/08 - 9/30/09 
 

 BUDGETED REPORTED Adjustment Allowable 
          

REVENUES:         
          

 MDCH Grant $131,558  $131,558 1 ($20,228)  $111,330  
          
          

TOTAL REVENUES $131,558  $131,558  ($20,228)  $111,330  

          

EXPENDITURES:         
          
 Salaries & Wages $53,578  $56,604  $14,665 2 $57,765  
      ($13,504) 3   
 Fringe Benefits $16,073  $16,981  ($4,261) 4 $12,720  
 Travel $2,856  $2,856  ($622) 2 $2,234  
 Supplies & Materials $17,854  $21,154  ($11,311) 2 $9,843  
 Contractual - Stipends & Mileage $28,400  $27,492  ($11,833) 2 $15,659  
 Other - Commun. & Space $12,797  $6,471  $6,638 5 $13,109  
          
          

TOTAL EXPENDITURES $131,558  $131,558  ($20,228)  $111,330  

  

1 Actual MDCH payments. 

2 To adjust to actual per general ledger (Finding 1). 

3 To adjust to approved Staffing Plan (Finding 5). 

4 To adjust to actual per total agency fringe rate (Finding 2). 

5 To adjust to actual per general ledger (Finding 1) and to add a $1,582 accrual for property taxes (Finding 3). 
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Michigan AIDS Coalition 

HIV Prevention Services 

Statement of MDCH Grant Program Revenues and Expenditures 

10/1/09 - 1/31/10 
 

 BUDGETED REPORTED Adjustment Allowable 
          

REVENUES:         
          

 MDCH Grant $153,464  $153,464 1 ($23,691)  $129,773  
          
          

TOTAL REVENUES $153,464  $153,464  ($23,691)  $129,773  

          

EXPENDITURES:         
          
 Salaries & Wages $90,515  $90,515  ($5,906) 2 $84,609  
 Fringe Benefits $27,155  $27,155  ($10,191) 3 $16,964  
 Travel $2,696  $2,696  $263 2 $2,959  
 Supplies & Materials $20,858  $20,858  ($7,857) 2 $13,001  
 Contractual $0  $0  $0  $0  
 Other - Communications $2,531  $2,531  $0  $2,531  
           - Rent / Space $9,709  $9,709  $0  $9,709  
          
          

TOTAL EXPENDITURES $153,464  $153,464  ($23,691)  $129,773  

  

1 Actual MDCH payments. 

2 To adjust to actual per general ledger (Finding 1). 

3 To adjust to actual per total agency fringe rate (Finding 2). 
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Michigan AIDS Coalition 

HIV Prevention Services 

Statement of MDCH Grant Program Revenues and Expenditures 

2/1/10 - 9/30/10 
 

  BUDGETED REPORTED Adjustment Allowable 
          

REVENUES:         
          

 MDCH Grant $225,529  $225,306 1 ($23,448)  $201,858  
          
          

TOTAL REVENUES $225,529  $225,306  ($23,448)  $201,858  

          

EXPENDITURES:         
          
 Salaries & Wages $132,825  $132,077  $0  $132,077  
 Fringe Benefits $39,849  $39,622  ($13,141) 3 $26,481  
 Travel $10,673  $9,321  ($5,009) 2 $4,312  
 Supplies & Materials $27,283  $29,297  ($5,298) 4 $23,999  
 Other - Commun. / Space $14,899  $14,989  $0  $14,989  
          
          

TOTAL EXPENDITURES $225,529  $225,306  ($23,448)  $201,858  

  

1 Actual MDCH payments. 

2 To adjust to actual per general ledger (Finding 1). 

3 To adjust to actual per total agency fringe rate (Finding 2). 

4 To adjust to actual per general ledger (Finding 1) and to add a $2,450 expense incurred 9/30/2010 that was  

     erroneously not included on the FSR. 
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Michigan AIDS Coalition 

Technical Assistance Training 

Statement of MDCH Grant Program Revenues and Expenditures 

10/1/09 - 9/30/10 
 

  BUDGETED REPORTED Adjustment Allowable 
          

REVENUES:         
          

 MDCH Grant $86,167  $86,167 1 ($16,276)  $69,891  
          
          

TOTAL REVENUES $86,167  $86,167  ($16,276)  $69,891  

          

EXPENDITURES:         
          
 Salaries & Wages $41,957  $42,909  $0  $42,909  
 Fringe Benefits $12,587  $12,873  ($4,270) 3 $8,603  
 Travel $2,152  $1,647  ($17) 2 $1,630  
 Supplies & Materials $5,618  $5,146  $405 2 $5,551  
 Contractual $0  $0  $0  $0  
 Other Expenses         
           - Communication $1,893  $1,632  $0  $1,632  
           - Space $1,360  $1,360  $0  $1,360  
           - Speaker Stipends $11,100  $11,100  ($3,325) 2 $7,775  
           - Speaker Mileage $2,000  $2,000  ($1,569) 2 $431  
           - Americorps Stipends $7,500  $7,500  ($7,500) 2 $0  
          

TOTAL EXPENDITURES $86,167  $86,167  ($16,276)  $69,891  

  

1 Actual MDCH payments. 

2 To adjust to actual per general ledger (Finding 1). 

3 To adjust to actual per total agency fringe rate (Finding 2). 

  
 

 



 

Corrective Action Plan 
 

Finding Number: 1 

Page Reference: 3 

Finding:  Reported Costs Not Supported by the General Ledger or Other 

Documentation 

MAC reported costs on the monthly FSRs that did not agree with the 

general ledger and lacked supporting documentation in violation of 

contract provisions and OMB Circular A-122. 

 

Recommendation: Implement policies and procedures to ensure that reported expenditures on 

each line of the FSR represent total actual program expenditures, agree 

with the agency’s accounting records, are adequately documented, and are 

incurred specifically for the award or have been distributed appropriately 

among all benefiting programs. 

 

MAC Comments: The finding is true.  There was little to no documentation that was able to 

be found and there was little tie out to the General Ledger. 

 

Corrective Action: A complete overhaul of the monthly accounting close process has been 

implemented.  Every transaction has a traceable receipt, invoice or 

documentation that has been stored in either a new filing system or up on 

the server in an electronic format.  Through the use of multiple monthly 

close spreadsheets, MAC is now breaking down the actual transactions 

and their subsequent appropriation to the MDCH grants.  These 

spreadsheets are used in monthly reclass journal entries that tie the MAC 

general ledger to the monthly financial status reports submitted to MDCH. 

 

Anticipated  
Completion Date: February 2011; completed documentation available for February FSR and 

going forward. 

16 



 

MDCH Response: MAC must ensure all reported expenditures (including expenditures 

reported prior to February 2011) on the FYE 2011 FSRs agree with the 

agency’s accounting records and are adequately documented. 
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Corrective Action Plan 
 

Finding Number: 2 

Page Reference:  5 

Finding: Fringe Benefits Improperly Reported at Budgeted 30% Rate 

MAC reported fringe benefits expenditures on the Financial Status 

Reports (FSRs) based on the budgeted fringe benefits rate instead of actual 

cost. 

 

Recommendation: Implement policies and procedures to ensure that reported fringe benefits 

expenditures represent actual fringe benefits expenditures incurred 

specifically for the MDCH awards or a distribution of actual fringe 

benefits expenditures based on a reasonable proportion of benefits 

received. 

 

MAC Comments: The fringe benefit rate of 30% has been used since the inception of the 

agencies that pre-dated MAC.  It came to our knowledge that this line item 

needed to be submitted as actual figures during the State audit process. 

 

Corrective Action: A complete overhaul of the monthly accounting close process has been 

implemented.  MAC has both traceable documentation and spreadsheet 

backup that denotes the methodology for calculation as well as the actual 

figures.  The spreadsheets are used in monthly reclass journal entries that 

tie the MAC general ledger to the monthly financial status reports 

submitted to MDCH. 

 

Anticipated  
Completion Date: February 2011; completed documentation available for February FSR and 

going forward. 
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MDCH Response: MAC must ensure all reported expenditures (including expenditures 

reported prior to February 2011) on the FYE 2011 FSRs agree with the 

agency’s accounting records and are adequately documented. 
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Corrective Action Plan 
 

Finding Number: 3 

Page Reference: 6 

Finding: Space Cost Improperly Reported at Set Monthly Amounts Equaling 

Contract Budget 

MAC reported space cost on the Financial Status Reports (FSRs) at set 

monthly amounts that resulted in the annual budgeted amount instead of 

actual cost. 

 

Recommendation: Implement policies and procedures to ensure that reported space cost 

expenditures represent actual space cost incurred specifically for the 

MDCH awards or a distribution of actual space cost based on a reasonable 

proportion of benefits received. 

 

MAC Comments: MAC has used this process throughout and acknowledges subsequently 

that this did not conform to MDCH’s expectations.  MAC will attempt to 

institute some type of overhead allocation or percentage that takes into 

account the myriad of other expenses that are not 100% directly 

attributable to MDCH in the future as portions of these expenses are valid 

costs that MDCH has not had to cover. 

 

Corrective Action: MAC has both traceable documentation and spreadsheet backup that 

denotes the methodology for calculation as well as the actual figures.  All 

MDCH-apportioned expenses are now recorded as a percentage of the 

total expense depending on location and benefit received by the 

appropriate MDCH program.  These adjusted calculations and allocations 

will affect the total of the line items for the year by increasing what was 

previously budgeted, so MAC will more than likely hit the ceiling for line 

item adjustments during the 2010-11 year. 
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Anticipated  
Completion Date: February 2011; completed documentation available for February FSR and 

going forward. 

 

MDCH Response: MAC must ensure all reported expenditures (including expenditures 

reported prior to February 2011) on the FYE 2011 FSRs agree with the 

agency’s accounting records and are adequately documented. 
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Corrective Action Plan 
 

Finding Number: 4 

Page Reference: 7 

Finding: Required Personnel Activity Reports Not Maintained 

MAC’s distribution of salaries and wages to the MDCH grants were not 

supported by personnel activity reports as required by OMB Circular 

A-122. 

 

Recommendation: Implement personnel activity reports that comply with OMB Circular A-

122 provisions.  The personnel activity reports must be maintained for all 

staff members, must specifically indicate the time worked on MDCH 

grants versus other programs and activities, must account for the total 

activity for each employee, and must be signed by the employee or by a 

responsible supervisory official.  Payroll distributions must agree with the 

personnel activity report time distributions.  Additionally, consider 

moving pay dates back a week to allow for payroll processing based on 

actual time worked to eliminate the numerous weekly adjustments and 

improve administrative efficiencies. 

 

MAC Comments: The finding is true.  Personnel activity reports, while periodically 

maintained, never had the formality or systemic process that was needed 

to ensure reliability and accuracy. 

 

Corrective Action: A new timesheet process has been implemented.  Currently, an Excel 

spreadsheet is electronically submitted via email to the employee’s 

manager, who then approves and submits the document to the Director of 

Finance to ensure payroll accuracy.  It is maintained in electronic format 

on the server.  Also, MAC moved pay dates back a week. 
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Anticipated  
Completion Date: New timesheet process was implemented on 11/1/2010, and the payroll 

timing issue was corrected on 3/11/11. 

 

MDCH Response: None. 
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Corrective Action Plan 
 

Finding Number: 5 

Page Reference: 8 

Finding: Lack of Adherence to Approved Staffing Plan 

MAC reported salary expense for one staff member that far exceeded the 

approved staffing plan without advanced authorization from MDCH. 

 

Recommendation: Implement policies and procedures to ensure that advance authorization 

from MDCH is obtained for any deviations from approved time lines, 

work plans, budgets, and staffing plans; and that reported costs agree with 

approved budgets and plans. 

 

MAC Comments: There were changes to the staffing plan that occurred during the audited 

years.  The lack of adherence comes from lack of documentation and 

traceable evidence for the staffing changes.  Due to the nature of work 

being performed and the sensitivity and stress of such work, individual 

staff is likely to continue to change as we strive to complete all of the 

goals and objectives set forth in the agreement with MDCH.  MAC agrees 

that they need to be much more proactive in alerting our program manager 

to these changes and how we will cope with them.  Having concrete 

backup and a methodology as to any changes are considered imperative 

going forward.   

 

Corrective Action: MAC now has a monthly wage re-class that denotes the actual wages by 

employee for each time period in question that is tied out to the staffing 

plan.   

 

Anticipated  
Completion Date: The monthly wage re-class and tie out to the staffing plan was 

implemented in October 2010. 
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MDCH Response: Any deviations from approved staffing plans must receive advance 

authorization from HAPIS/DHWDC.  This important step in correcting 

this finding was not addressed in MAC’s response. 
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