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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 

 
To the Honorable Mayor and Members of the City Council 
City of Escondido, California 
 
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 City of Escondido, California, (the City) as of and for the year ended June 30, 2011 which 
collectively comprise the City’s basic financial statements and have issued our report thereon dated  
February 6, 2012. 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. 
 

Internal Control Over Financial Reporting 
 

In planning and performing our audit, we considered the City’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 City’s internal control 
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the City’s internal 
control over financial reporting. 
 
A deficiency in internal control 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 material weakness is a deficiency, or combination of deficiencies, in internal control such 
that there is a reasonable possibility that a material misstatement of the City’s financial statements will not be 
prevented, or detected and corrected on a timely basis. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the first 
paragraph 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 the following deficiencies in internal control over financial reporting that we consider 
to be significant deficiencies in internal control over financial reporting. A significant deficiency is a 
deficiency, or combination of deficiencies, in internal control that is less severe that a material weakness, yet 
important enough to merit attention by those charged with governance. 
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To the Honorable Mayor and Members of the City Council 
City of Escondido, California 
 

Compliance and Other Matters 
 

As part of obtaining reasonable assurance about whether the City’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.  Such provisions included those provisions of laws and regulations identified in 
the Guidelines for Compliance Audits of California Redevelopment Agencies, issued by the State Controller 
and as interpreted in the Suggested Auditing Procedures for Accomplishing Compliance Audits of California 
Redevelopment Agencies, issued by the Governmental Accounting and Auditing Committee of the California 
Society of Certified Public Accountants.  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 instances of noncompliance that is required to be reported under Government Auditing Standards 
issued by the Comptroller General of the United States and under the Guidelines for Compliance Audits of 
California Redevelopment Agencies, issued by the State Controller as follows: 
 

Annual Report 
 

In accordance with Health and Safety Code Section 33080.1, the Commission is required to 
submit an annual report to the governing body and the State Controller’s Office which should 
include a description of the agency's progress, including specific actions and expenditures, in 
alleviating blight in the previous fiscal year.  In addition, the Commission is required to 
submit a description of the total number and nature of the properties that the agency owns 
and those properties the agency has acquired in the previous fiscal year.  This information 
was not included in the annual report.  We recommend that the Agency include this 
information for the year under audit. 
 

This report is intended solely for the information and use of management, the audit committee, the City 
Council, 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. 
 

 
Brea, California 
February 6, 2012 



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS 
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON 

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
 

To the Honorable Mayor and Members of the City Council 
City of Escondido, California 
 

Compliance 
 
We have audited the City of Escondido, California’s compliance with the types of compliance requirements 
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on 
each of City of Escondido, California’s major federal programs for the year ended June 30, 2011. The City of 
Escondido, California’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 
City of Escondido, California’s management. Our responsibility is to express an opinion on the City of 
Escondido, California’s compliance based on our audit. 
 
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 City of Escondido, 
California’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 City of Escondido, California’s compliance with those 
requirements.   
 
In our opinion, the City of Escondido, California, complied, in all material respects, with the compliance 
requirements referred to above that could have a direct and material effect on each of its major federal 
programs for the year ended June 30, 2011.  However, the results of our auditing procedures disclosed an 
instance of noncompliance with those requirements, which is required to be reported in accordance with OMB 
Circular A-133 and which is described in the accompanying schedule of findings and questioned costs as  
item 2011-1. 
 

Internal Control over Compliance 
 
Management of the City of Escondido, California, 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 City of Escondido, California’s 
internal control over compliance with the requirements that could have a direct and material effect on a major 
federal program to determine the 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 City of Escondido, California’s internal control over 
compliance.
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To the Honorable Mayor and Members of the City Council 
City of Escondido, California 
 
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.  However, we identified certain 
deficiencies in internal controls over compliance that we consider to be significant deficiencies as described in 
the accompanying schedule of findings and questioned costs as item 2011-1.  A significant deficiency in 
internal control over compliance is a deficiency, or 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. 
 

Schedule of Expenditures of Federal Awards 
 
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 City of Escondido, California, as of and for the year ended June 30, 2011, and have issued our 
report thereon dated February 6, 2012, which contained unqualified opinions on those financial statements.  
Our audit was performed for the purpose of forming opinions on the financial statements as a whole.  The 
schedule of expenditures of federal awards is presented for the 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 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 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 financial statements or 
to the financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America.  In our opinion, the information is fairly stated in all 
material respects in relation to the financial statements as a whole. 
 
City of Escondido, California’s responses to the findings identified in our audit are described in the 
accompanying schedule of findings and questioned costs. We did not audit City of Escondido, California’s 
responses and, accordingly, we express no opinion on the responses. 
 
This report is intended solely for the information and use of management, City Council, 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. 
 

 
Brea, California  
February 23, 2012 (except for the Schedule of Expenditures of Federal Awards which is as of  
February 6, 2012) 
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CITY OF ESCONDIDO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Federal Pass-Through
CFDA Grantor's

Federal Grantor/Pass-Through Grantor/Program Title Number Number Expenditures

U.S. Department of Housing and Urban Development
Direct Programs:

Community Development Block Grant * 14.218 B-09-MC-06-0552 937,231$
B-0X-MC-06-0552 985,125

ARRA - Community Development Block Grant B-09-MY-06-0552 263,153
2,185,509

Home Investment Partnership Program 14.239 M-09-MC-06-0542 418,970
M-09-MC-06-0542 70,249

489,219

ARRA -  Homeless Prevention and Rapid Re-Housing Grant * 14.257 S09-MY-06-0552 275,134

ARRA -  Neighborhood Stabilization Program 14.256 09-NSP1-6110 401,245

     Total U.S. Department of Housing
       and Urban Development 3,351,107

U.S. Department of Justice
Direct Program:

Organized Crime Drug Enf Task Force 16.000 SWCAS355 14,927
Federal Assets Forfeiture N/A 181,425

196,352

Bulletproof Vest Partnership Program 16.607 N/A 2,624
N/A 4,052

6,676

Public Safety Partnership and Community 16.710 2008-CK-WX-0616 152,412
Policing Grants 2010-DD-BX-0492 200,000

ARRA - Public Safety Partnership and Community 
Policing Grants 2009-RK-WX-0149 533,733

886,145

Edward Byrne Memorial Justice Assistance 16.738 2010-DJ-BX-0715 66,847
Grant Program

ARRA - Edward Byrne Memorial Justice Assistance
Grant Program 16.804 2009-SB-B9-0784 13,623

80,470

Criminal and Juvenile Justice and 16.745 2010-MO-BX-0010 32,250
Mental Health Collaboration Program

Edward Byrne Memorial Competitive Grant Program 16.751 N/A 8,601

Passed through the County of San Diego, 
Sheriffs Department:

Edward Byrne Memorial Justice Assistance 16.738 N/A 47,135
Grant Program

Services for Trafficking Victims 16.320 N/A 5,470
18,339            
23,809

     Total U.S. Department of Justice 1,281,438
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CITY OF ESCONDIDO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Federal Pass-Through
CFDA Grantor's

Federal Grantor/Pass-Through Grantor/Program Title Number Number Expenditures

U.S. Department of Transportation
Passed through the State of California,

Department of Transportation:
Highway Planning and Construction * 20.205 STPLN-5081(014) 376,035

1,001,893
1,377,928

Passed through the State of California,
Office of Traffic Safety:

State and Community Highway Safety 20.600 CT10132 845
CT11132 3,788
SC10132 12,273
SC10132 35,961
AL1078 107,225
AL1132 160,820
AL0939 9,709
PT0901 9,367

339,988

     Total U.S. Department of Transportation 1,717,916

U.S. Office of Library Services
Passed through the California State Library:

Grants to States 45.310 40-7130 577
40-7004 326

Total U.S. Office of Library Services 903

Environmental Protection Agency
Passed through the California Department of Public Health:

ARRA - Capitalization Grants for Drinking Water 
State Revolving Funds * 66.468 AR09FP27 2,661,429

Total Environmental Protection Agency 2,661,429

U.S. Department of Energy
Direct Program:

ARRA: Energy Efficiency and Conservation Block 
Grant Program (EECBG) 81.128 SC0001629 41,539

Total U.S. Department of Energy 41,539

U.S. Department of Education
Passed through the Escondido Union Elementary

School District:
Safe and Drug-Free Schools and Communities_

National Programs 84.184 29,962

Total U.S. Department of Education 29,962
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CITY OF ESCONDIDO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

Federal Pass-Through
CFDA Grantor's

Federal Grantor/Pass-Through Grantor/Program Title Number Number Expenditures

U.S. Department of Health and Human Services
Direct Program:

Early Retiree Reinsurance Program 93.546 507300 13,507

Passed through the County of San Diego, 
Health and Human Services Agency:

Special Programs for the Aging_Title III, Part B_ 93.044 513856 65,385
Grants for Supportive Services and Senior Centers

Special Programs for the Aging_Title III, Part C_ 93.045 513856 113,423
Nutrition Services

Nutrition Services Incentive Program 93.053 513856 17,719
196,527

Passed through the San Diego Association of Governments:
ARRA - Prevention and Wellness – Communities Putting 

Prevention to Work Funding Opportunities Announcement 93.724 1U58DP002496-01 9,126

Total U.S. Department of Health and Human Services 219,160

U.S. Department of Homeland Security
Direct Program:

Assistance to Firefighters Grant 97.044 EMW-2010-FO-05725 9,067

Passed through the City of San Diego, 
Office of Homeland Security:

Non-Profit Security Program 97.008 N/A 52,214

Passed through California Emergency Management Agency:
97.036 FEMA-1952-DR-CA 20,752

Passed through the City of San Diego, Sheriff's Department:
Homeland Security Grant Program 97.067 N/A 33,119

Passed through the State of California, 
Department of Homeland Security:

Homeland Security Grant Program 97.067 073-00000 73,680

State Homeland Security Program (SHSP) 97.073 073-00000 48,936

Passed through the County of San Diego:
Buffer Zone Protection Program (BZPP) 97.078 073-00000 106,334

     Total U.S. Department of Homeland Security 344,102

     Total Federal Expenditures 9,647,556$

*Major Program

Note Refer to Note 1 to the schedule of expenditures of federal awards for a description of 
significant accounting policies used in preparing this schedule.

Note There was no federal awards expended in the form of noncash assistance and insurance in effect
during the year.

Note Refer to Note 2 to the schedule of expenditures of federal awards for payments made
to subrecipients during the year.

Disaster Grants - Public Assistance (Presidentially Declared 
Disasters)
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CITY OF ESCONDIDO 
 
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED JUNE 30, 2011 
 
Note 1: Summary of Significant Accounting Policies Applicable to the Schedule of Expenditures of 

Federal Awards 
 

a. Scope of Presentation 
 

The accompanying schedule presents only the expenditures incurred by the City of Escondido, 
California, that are reimbursable under federal programs of federal financial assistance. For the 
purposes of this schedule, federal awards include both federal financial assistance received 
directly from a federal agency, as well as federal funds received indirectly by the City from a  
non-federal agency or other organization. Only the portion of program expenditures reimbursable 
with such federal funds is 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. 

 
b. Basis of Accounting 

 
The expenditures included in the accompanying schedule were reported on the modified accrual 
basis of accounting. Under the modified accrual basis of accounting, expenditures are incurred 
when the City becomes obligated for payment as a result of the receipt of the related goods and 
services. Expenditures reported included any property or equipment acquisitions incurred under 
the federal program. 
 

Note 2: Payments to Subrecipients 
 

For the year ended June 30, 2011 payments to subrecipients consisted of the following: 
 

 
 
 
 
 
 
 
 
 
 
 

CFDA 
# Program Name Amount 

14.218 Community Development Block Grant  $  263,153  
14.257 Homeless Prevention and Rapid Re-Housing Grant      275,134  

 $  538,287  
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CITY OF ESCONDIDO 
 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2011  
 

SECTION I - SUMMARY OF AUDITORS' RESULTS 
 
Financial Statements 
 
Type of auditors' report issued:  Unqualified Opinion 
 
Internal control over financial reporting: 
 
� Significant deficiencies identified?         yes    X     no 
 
� Material weaknesses identified?         yes    X      none reported 
 
Noncompliance material to financial 

statements noted?         yes    X      no 
 
Federal Awards 
 
Internal control over major programs: 
 
� Significant deficiencies identified?     X    yes           no 
  
� Material weaknesses identified?           yes    X     none reported 
 
Type of auditors' report issued on compliance for major programs:  Unqualified Opinion 
 
Any audit findings disclosed that are required to be 

reported in accordance with Section 510(a) of  
Circular A-133?     X     yes           no 

 
Identification of major programs: 
 

CFDA Number(s) Name of Federal Program or Cluster   
 

14.218 Community Development Block Grant 
 ARRA - Community Development Block Grant 
14.257 ARRA - Homeless Prevention and Rapid Re-Housing 
20.205 Highway Planning and Construction 
66.468 ARRA - Sage Drinking Water State Revolving Loan Fund 

 
Dollar threshold used to distinguish 

between type A and type B program $300,000  
 
Auditee qualified as low-risk auditee?           yes    X     no 
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CITY OF ESCONDIDO 
 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2011 
 

SECTION II - FINANCIAL STATEMENT FINDINGS 
 
No matters were reported. 
 
 

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

Finding 2011-01 

Federal Program 
 

CFDA number:  20.205 
Title:  Highway Planning and Construction 
Federal Grantor:  U.S. Department of Transportation 
Pass-Through Grantor: State of California, Department of Transportation 
Grant Number:  RPSTPLE-5081(017) 

 
Criteria or specific requirement 
 

The City is required to verify contractors are not a debarred party. 
 
Condition 
 

Management indicated they were not aware of such a requirement and even that the website existed. 
 
Questioned Costs 
 

None. 
 
Context 
 

There is no consequence of this audit finding.  Testing found that the contractor was not included on the EPLS 
as a debarred party. 

 
Effect 

 
The City did not verify contractors were not a debarred party prior to the contract being entered into. 

 
Recommendation 
 

The City should develop and document procedures to ensure that the monitoring process of the contractor’s 
approval is completed and maintain documentation that was performed in order to comply with the grant 
requirements. 

 
Management Response 
 

The City will prepare a Monitoring Plan for all incoming grant agreements with the U.S. Department of 
Transportation that complies with the grant requirements. 
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CITY OF ESCONDIDO 
 
SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010 
 

SECTION II - FINANCIAL STATEMENT FINDINGS 
 
Finding 2010-01 
 
Restatement of Net Assets 
 

During our review of capital assets, we noted the City made an adjustment to beginning net assets to remove 
accumulated depreciation relating to assets disposed of in the prior year.  Management has internal controls in 
place to identify and properly record capital assets, therefore we believe this was an oversight. We recommend 
that management continue following its procedures relating to capital assets and pay close attention that 
accumulated depreciation is removed when capital assets are disposed of. 

 
 

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 
 
Finding 2010-02 
 
Program 

 
CFDA number: 14.257 
Title: ARRA - Homeless Prevention and Rapid Re-Housing Program  
Federal Grantor: U. S. Department of Housing and Urban Development 
Grant Number: S09-MY-06-0552 

 
Criteria 

 
The City is required to monitor the subrecipient to verify they are using the funds for purposes approved by 
the federal agency and ensure that the subrecipient has had audits as required. 

 
Condition 

 
Management stated that they performed desk audits of the subrecipient to make sure that they were in 
compliance with the grant requirements, however no documentation was maintained for the auditors to verify 
monitoring procedures were performed. 
 

Questioned Costs 
 
None 
 

Effect 
 
We are unable to verify compliance with subrecipient monitoring. 

 
Recommendation 

 
The City should develop and document procedures to ensure that the monitoring process of the sub-recipient 
is completed and maintain documentation that it was performed in order to comply with the grant 
requirements.
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CITY OF ESCONDIDO 
 
SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010  
 

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued) 
 

Finding 2010-02 (Continued) 
 

Management’s Response 
 
HPRP Subrecipient monitoring procedures have been reviewed and appropriate actions taken to ensure future 
compliance. 

 
Status 
 

This grant was tested as a major program in the current year and based on our testwork, this appears to have 
been corrected. 

 
Finding 2010-03 
 
Program 
 

CFDA number: 14.257 
Title: ARRA - Homeless Prevention and Rapid Re-Housing Program  
Federal Grantor: U. S. Department of Housing and Urban Development 
Grant Number: S09-MY-06-0552 

 
Criteria 
 

The City is required to verify that the subrecipient is registered with the Central Contractor Registration 
(CCR) and has obtained a DUNS number. 

 
Condition 
 

Management verified that the subrecipient had obtained a DUNS number, however they did not verify that the 
subrecipient was registered with the CCR. 
 

Questioned Costs 
 

None 
 

Effect 
 

We are unable to verify compliance with this requirement of subrecipient monitoring. 
 

Recommendation 
 

The City should develop and document procedures to ensure all subrecipients have registered with the CCR 
and maintain documentation that it was performed in order to comply with the grant requirements. 
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CITY OF ESCONDIDO 
 
SCHEDULE OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS (CONTINUED) 
FOR THE FISCAL YEAR ENDED JUNE 30, 2010  
 

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS (Continued) 
 
Finding 2010-03 (Continued) 
 
Management’s Response 

 
Management has confirmed that the subrecipient is actively registered with the Central Contractor 
Registration (CCR) per program requirements.  The CCR information is now included in the Divisions master 
federal programs policy file as well as the HPRP contract file. 

 
Status 
 

This grant was tested as a major program in the current year and based on our testwork, this appears to have 
been corrected. 
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