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Our consideration of the internal control over financial reporting 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 financial reporting that might be deficiencies, significant deficiencies or
material weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above. However, we identified
a certain deficiency in internal control over financial reporting, described in the accompanying
schedule of findings and questioned costs that we consider to be a significant deficiency in
internal control over financial reporting (see finding 2009-1). A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

Mountain Communities Fire Safe Council’s response to the findings identified in our audit is
described in the accompanying schedule of findings and questioned costs. We did not audit
Mountain Communities Fire Safe Council’'s response and, accordingly, we do not express an
opinion on it.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Mountain Communities Fire Safe
Council’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.

This report is intended solely for the information and use of management, the Board of

Directors, others within the entity, 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.
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Internal Control Over Compliance

Management of the Mountain Communities Fire Safe Council 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 Mountain Communities Fire Safe Council’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 and to test and report on internal control over compliance in
accordance with OMB Circular A-133, 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 Mountain Communities Fire Safe Council’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.

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 deficiencies, significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of Mountain Communities Fire Safe Council as of and
for the year ended December 31, 2009, and have issued our report thereon dated May 5, 2010.-
Our audit was performed for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by OMB Circular A-133 and is not a
required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly
stated, in all material respects, in relation to the basic financial statements taken as a whole.

This report is intended solely for the information and use of management, the Board of

Directors, 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.
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Mountain Communities Fire Safe Council
Schedule of Expenditures of Federal Awards
Year Ended December 31, 2009

Federal  Pass-through Entity
Federal Grantor/ CFDA Identifying Federal
Pass-through Grantor/Program Title Number Number Expenditures
Major Programs:
U.S. Department of Agariculture
Pass-through from the Office of
Forest Service
Cooperative Forestry Assistance
Grant 10.664
San Jacinto Mountain Fuelbreak
and Evacuation Corridor Fuel
Reduction 09USFSEF0194 $ 530,230
San Jacinto Mountain Communities
Fuel Reduction 08USFS0147 272,783
WUl 07USFSW0226 49,530
Total U.S. Department of Agriculture 852,543
Total Expenditures of Federal Awards 3 852,543

The accompanying notes are an integral part of this schedule.
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(1)

Mountain Communities Fire Safe Council
Notes to the Schedule of Expenditures of Federal Awards
Year Ended December 31, 2009

Summary of Significant Accounting Policies Applicable to the Schedule of
Expenditures of Federal Awards

(a)

(b)

(c)

Scope of Presentation

Mountain Communities Fire Safe Council that are reimbursable under federal
programs of federal awards. For the purposes of this schedule, federal awards
include both federal awards received directly from a federal agency, as well as
federal funds received indirectly by the Mountain Communities Fire Safe Council
from a non-federal agency or other organization. Only the portion of program
expenditures reimbursable with such federal funds are reported in the
accompanying schedule. Program expenditures in excess of the maximum
federal reimbursement authorized or the portion of the program expenditures
that were funded with state, local or other non-federal funds are excluded from
the accompanying schedule.

The accompanying schedule presents only the expenditures incurred by the

Basis of Accounting

The expenditures included in the accompanying schedule are reported on the
accrual basis of accounting. The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133. Therefore, some
amounts presented in this schedule may differ from amounts presented in, or
used in the preparation of, the basic financial statements.

Matching

In accordance with the terms of the various grant funds expended during the
year, matching contributions in the amount of $326,294 were made by property
owners and donations.



Mountain Communities Fire Safe Council
Schedule of Findings and Questioned Costs
Year Ended December 31, 2009

l. Summary of Auditor’s Results
Financial Statements
Type of auditor's report issued: unqualified
Internal control over financial reporting:
Material weakness identified? yes
Significant deficiencies identified that
are not considered to be material
weaknesses? X yes
Noncompliance material to financial
statements noted? yes
Federal Awards
Internal control over major programs:
Material weaknesses identified? yes
Significant deficiencies identified that

are not considered to be material
weaknesses? yes

X

Type of auditor's report issued on compliance for major programs: unqualified

Any audit findings disclosed that are
required to be reported in accordance
with section 510(a) of Circular A-1337? yes

no

none reported

no

no

none reported

no



Mountain Communities Fire Safe Council
Schedule of Findings and Questioned Costs
Year Ended December 31, 2009

Summary of Auditor’s Results (continued)

Identification of major programs:

CEDA Number Name of Federal Program
10.664 Cooperative Forestry Assistance

Dollar threshold used to distinguish
between type A and type B programs: $ 300,000

Auditee qualified as low-risk auditee? yes X no

Findings — Financial Statement Audit

2010-1 Financial Statement Preparation

Conditions and Criteria: The Council has no personnel who have the skills and training
that would be requisite in order to be able to prepare financial statements in accordance
with generally accepted accounting principles.

Cause: The Council’s personnel, while competent in their performance of day-to-day
operations of the organization, do not possess the advanced level of skill that would be
required to prepare full disclosure GAAP basis financial statements.

Effect: The Council is unable to prepare GAAP basis financial statements through the
use of their own personnel.

Recommendation: Procedures should be implemented either to provide training to
current staff so that they possess the requisite skills to produce financial statements in
accordance with GAAP or obtain the services of a consultant or other outside party to
review the financial statements on the Council's behalf.

Response: The Council agrees with the finding and the recommended procedures have
been implemented.

Findings and Questioned Costs — Major Federal Award Programs Audit

No matters to be reported.



Mountain Communities Fire Safe Council
Summary Schedule of Prior Audit Findings
Year Ended December 31, 2009

Current Status of Prior Year Findings:

There were no prior year findings.



