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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

The Honorable Mayor and
Members of City Council

City of Oceanside

Oeeansidc, California

We have audited the finaneial statements of the governmental activities, the busincss-type activities,
each major fund, and the aggrepate remaining fund information of the City of Oceanside, California
(the City), as of and for the year ended June 30, 2008, which colleetively comprise the City’s basic
finaneial statements, and have issued our report thereon dated December 5, 2008. We conducted our
audit in accordance with anditing standards generally accepted in the United States of America and the
standards applieable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporiing

In planning and performing our audit, we considered the City’s internal eontrol over finaneial 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 cffectiveness 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 control deficicney cxists when the design or operation of a control does not allow management or
employees, in the normal course of performing thcir assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control dcfieicney, or combination of
control deficiencies, that adversely affects the City’s ability to initiate, authorize, reeord, process, or
report financial data rcliably in accordance with generally accepted accounting prineiples such that
there is niore than a remote likelihood that a misstatement of the City’s financial statements that is
more than inconsequential will not be prevented or deteeted by the City’s internal control.
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Internal Control Over Financial Reporting {Continued)

A matcrial weakness is a significant deficieney, or combination of significant deficicncies, that results
in more than a remote likelihood that a matcrial misstatement of the financial statements will not be
prevented or detccted by the City’s internal control.

Our consideration of intcrnal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficieneies or material weaknesscs. We did not identify any deficieneies in
internal control over financial reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statemcnts are free of
matcrial 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, wc do not express
such an opinion. The results of our tests diselosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

We noted certain other matters that we have reported to the management of the City of Oceanside in a
separate letter dated Deeember 5, 2008.

This report is intcnded solely for the information and use of the City Council, management, others
within the City, federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specificd parties.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 AND ON THE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The Honorable Mayor and
Members of City Council

City of Oceanside

Oceanside, California

Compliance

We have andited the compliance of City of Oceanside (the City) with the types of compliance requirements
described in the U.S. Officc of Management and Budget (OMB) Circular A-133 Compliance Suppiement that
are applicablc to each of its major federal programs for the year ended June 30, 2008. The City’s major federal
programs are idcntified in the summary of anditors’ 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’s management. Our respousibility is to
express an opinion on the City’s compliance based on our andit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audiis contained in Government Auditing Standards,
issued by thc Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Orpanizations. Those standards and OMB Circular A-133 require that we plan
and perform the aundit 1o obtain reasonable assurance about whether noncompliance with the types of
compliance rcquirements referred to above that could have a direct and material cffect on a major federal
program occurred. An audit includes examining, on a test basis, cvidence about the City’s compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances. We
helieve that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on the City’s compliance with those requirements.

In our opinion, the City complied, in all material respects, with the requiremnents referred to above that are
applicable to each of its major federal programs for the year ended June 30, 2008. However, the results of onr
auditing procedures disclosed instances of noncomplianee with those requirements which are required to be
reported in aecordance with OMB Circular A-133 and which are described in the accompanying Schedule of
Findings and Questioned Costs as Finding Number 2008 - 01.
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Intemal] Control Over Compliance

The management of the City is responsible for establishing and maintaining effective internal eontrol over
compliance with the requirements of laws, regulations, contraets, and grants applicable to federal programs. In
planning and performing our audit, we considered the City’s internal eontrol over compliance witb the
requirements that could have a direet and material effeet on a major federal program in order to determine our
auditing procedures for the purpose of expressing our opinion on eompliance, but not for the purpose of
expressing an opinion on the effeetiveness of internal eontrol over compliance. Aecordingly, we do not express
an opinion on the effectiveness of the City’s internal eontrol over eompliance.

A eontro] defieieney in the City’s internal control over eompliance exists when the design or operation of a
eontrol does not allow management or employees, in the normal course of performing their assigned functions,
to prevent or deteet noneompliance with a type of compliance requirement of a federal program on a timely
hasis. A signifieant deficieney is a control deficiency, or eombination of control defieiencies, that adversely
affects the City’s ability to administer a federal program such that there 1s morc than a remote likelihood that
noncompliance with a typc of eompliance requirement of a federal program that is more than inconsequential
will not be prevented or deteeted by the City’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that material noneompliance with a type of compliancc requirement of a federal
program will not be prevented or detected by the City’s internal control.

Our consideration of imternal control over eompliance was for the limited purpose deseribed in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
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.

The City of Oceanside’s response to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit the City’s response and, accordingly, we express no
opinion on it.

Sehedule of Expenditurcs of Federal Awards

We havc audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaming fund information of the City of Oceanside, as of and for the year ended
June 30, 2008, and have issued our report thereon dated December 5, 2008. Our audit was performed for the
purpose of forming opinions on the financial statements that eollectively comprise the City’s basic financial
statements taken as a whole. The accompanying schedule of expenditurcs of federal awards s presented for
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 1s not a required part of the basic financial
stalements. Such information has been subjected 1o the auditing proeedures applied in the audit of the financial
statemcnts and, in our opinion, is fairly stated, in all material respeets, in relation to the basic financial
statements taken as a whole.

This report is intended solely for the information and use of the City Council, management, others within the
City, and federal awarding agencies and pass-through entities and is not intended to be and shouid not be uscd

by anyone other than these spccified parties.
o&mﬁj bomng % X4

March 17, 2009, exeept 1o the date for the Schedule of Expenditures of Federal Awards, (o which the date is
December 5, 2008.
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
AND
SCHEDULE OF FINDINGS AND QUESTIONED COSTS



CITY OF OCEANSIDE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the year ended June 30, 2008

Caralog of
Federal
Domestic Program Disbursements
Federal Grantor / Pass - Through Assistance Identification Federal lo
Granwr / Program Number Nunber Expenditures Subrecipicnis
us, artmenl o Housing and Urban Development
Direct Programs:
Cowmnmunity Development Block Grant -

Entitlement Grant 14.218 B07-MC-(6-0547 $ 16743719 % 356.24%
Emergency Sheler Grants Program 14.231 S07MC060547 80,638 -
Supportive Housing Program 14.235 CA 168510007 84,964

CA [6B710005 58.829 -
HOME tovestment Partnership Program 14.239 MO7-MC-06-0523 640,773 -
Economic Development lnitiative - Special Project.
Neightorhood Iniative and Miscellaneous Grants 14.251 B-03-SP-CA-0378 248,000
B-(}6-SP-CA-0099 198,000 -
Section 8 Housing Clioice Voucliers 14.871 CA 132V0O 13,724,307 -
Total U.S. Departmenl of Housing and Urban Developmem 16,719,890 356,249
U.S, Department of Justice
Direct Programs:
Assel Seizure 16.000 Unavailable 29 800 -
Bulletproo[ Vest Partnership Program 16.607 2007 11,152 -
Edward Byme Memonal Justice Assisiance
Grant Program 16.738 2005-DJ-BX-1300 36,377
2006-DI-BX-0423 72316
2007-DJ-BX-020] .242 -
Passed throngh San Diego County Sheriff's Depanment;
Services for Trafficking Victims 16.320 517470 36,035
Edward Byme Memuorial Stale and Local Law Enforcemem
Assistance Discretionary Granle Program 16.580 TRE50000 35,123 -
Total U.S. Depariment of Justice 223,045 -
(Continued)

See independent Auditors' Report on Compliance with Requirements Applicable to Each Major Program
on Internal Control Over Compiiance in Accordance with OMB Circular A-133 and ou the Sehedule of

Expenditures of Federal Awards (pages 3 and 4) and Notes 10 Schedule of Expenditures of Federal

Awards (pagc 7).
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CITY OF OCEANSIDE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
(CONTINUED)

For the year ended June 30, 2008

Catalog of
Federal
Domestic Program Drisbursemems
Federal Granior / Pass - Through Assistance Identification Federal 0
Grantot / Program Number Number Expenditures Subrecipiems
U.S. Depanment of Transportation
Passed through California Department of Transportation:
Highway Flanning and Construction 20.205 BRLKS-307%(01%) § 11494564 & -
STPLER-5079{026) 18,838 -
Fassed through UC Berkeley Traffic Safety Cenier:
State and Community Highway Safety 20,600 CT082%1 4,505 -
Passed through Califomia Office of Tralfic Safely,
Stale and Community Highway Safety 20,600 PT0611 64,243 -
Tolal Department of Transportation 11,582,150 -
L\.S. Environmeni Proleclion Agency
Direct Program:
Special Purpose Grants 66.606 XP-9765601-3 £9,183 -
U.S. Deparrmem of Health and Human Services
Direct Program:
Basic Center Grant 93.623 09CYS[32:02 2399
09CY 5132403 76,930 -
Total U.S. Deparimem of Health and Human Services 102,821 -
U.S. Depanment of Homeland Security
Drirect Program:
Disasler Housing Assistance (ranl 97105 CA132FE 21,611 -

Passed through San Dicge County Sheriff's Depaniment:

Disaster Granis - Public Assistance 97036 FEMA-1731-DR-CA 7.958
Passed through Califomia Governor's Office of

Emergency Services:

IDnsaster Grants - Public Assistance 97.036 FEMA-1731-DR-CA 85,953 -
Paszed through County of San Dicgo’
Homeland Sccunty Grant Prograin 97.067 473-00000 41,444 -
Total U.S. Department of Homelund Secnrity 156,966 -
TOTAL EXPENDITURES OF FEDERAL AWARDS 3 28874155 % 356,249

See Independent Auditors' Report on Compliance with Requirements Applicable to Each Major Program
on Internal Control Over Compliance in Accordance with OMB Circular A-133 and on the Schedule of
Expenditures of Federal Awards (pages 3 and 4) and Notes to Schedule of Expenditures of Federa)
Awards (page 7).
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CITY OF OCEANSIDE
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the year ended June 30, 2008

1. GENERAL:

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all federal
financial assistance programs of the City of Occanside (the City). The City’s reporting entity is
defincd in Notc 1 of the notes to the City’s financial statements. All financial assistance received
dircetly from federal agencies, federal financial assistance passed through other government
agencies to the City, as well as federal financial assistance passed through the County of San Diego
is included in the accompanying schedulc.

2. BASIS OF ACCOUNTING:

The accompanying Sehedule of Expenditures of Federal Awards is presented using the modified
aecrual basis of accounting for govemmental funds and the accrual basis for proprietary funds,
which is described in the Note 1 of the notes to the City’s finaneial statements.

3. RELATIONSHIP TO COMPREHENSIVE ANNUAL FINANCIAL REPORT:

Amounts reportcd in the aceompanying Schedule of Expenditures of Fcderal Awards agree to
amounts reported within the City’s Comprehensive Annual Financial Report.

4. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying sehedule agrec with amounts reported in federal financial
reports,

FEDERALLY FUNDED LOANS:

wn

The City administers loans, primarily deferred loans, made from funds provided by the following
federal programs:

Loans Expended
During the Year Loans Outstanding
Federal Programs Ended Junc 30, 2008 as of June 30, 2008
Community Development
Block Grant - Entitlement
Grant $ 278,480 ) 2,578,110
HOME Investment
Partnership Program 5 511,016 N 2,494,780

Sce Independent Auditors’ Report on Compliance with Requirements Applicable to Each Major
Program and on Internal Control Over Compliance in Accordanee with OMB Circular A-133 and on
thc Schedulc of Expenditures of Federal Awards (pages 3 and 4) and the Schedule of Expenditures of
Federal Awards (pages 5 and 6).
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CITY OF OCEANSIDE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the year ended June 30, 2008

1. Summary of Auditors’ Results:

d.

1.

The auditors’ report expresses an unqualified opinion on the financial statements of the City of
Oceanside.

No instances of significant dcficiencies were disclosed during the audit of the financial
staticment.

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

No instances of significant deficiencies in internal control over major federal award programs
were diselosed during the audit.

The auditors’ report on compliance for the major federal award programs for the City of
Oceanside expresses an unqualified opinion on all major federal programs.

Audit findings that arc required to be reported in accordancc with Section 510{a) of OMB
Circular A-133 are reported in this Schedule. See Finding Numbers 2008 - 01.

The threshold used for distinguish between typc A and type B programs was $866,225.

The programs tested as major programs were:

Community Development Block Grant - Entitlement Grant - CFDA No. 14.218

Economic Development Initiative - Special Projeet, Neighborhood Initiative and Miscellaneous
Grants - CFDA No. 14.251

Section 8 Housing Choice Vouchers - CFDA NO. 14.871

The City of Oceanside did not qualify as a low-risk auditee.

2. Findings - Financial Statements Audit:

There were no significant deficicncies or noneompliance materal to the financial statements whieh
were disclosed by the audit of the financial statements of the City of Oceanside for the year ended
June 30, 2008,

See lidependent Auditors’ Report on Intermal Control Over Finaneial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Pcrformed in Accordance with
Government Auditing Standards and Independent Auditors’ Report on Conpliance with Requirements

Applicable to Each Major Program and on Intemal Control Over Compliance in Accordance with
OMB Circular A-133 and on the Schedule of Expenditures of Federal Awards (pages 1 through 4).
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CITY OF OCEANSIDE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)

For the year ended June 30, 2008

3. Findings and Question Costs - Major Federal Award Programs Audit:
Finding Number 2008-01 - Reporting
Major Program

U.S. Department of Housing and Urban Development - Community Development Block Grant -
Entitlement Grant (CFDA No. 14.218).

Condition

The results of our reporting test work indieated that the City did not file the Federal Cash
Transactions Reports (SF-272) on a timely basis for all quarters during the fiscal year.

Criteria

The applicable federal codc (24 CFR 84.52) states, “Reeipients shall be required to submit not
more than the original and two copies of the SF-272 15 calendar days following the end of each
quarter.”

Effect

The City may be penalized or fined for its noncompliance with program eompliance requirements.
Questioned Cost

None noted.

Recommendation

We recommend that the City establish procedures to ensure that the required reports are filed on a
timely basts. The performanee of these procedures should be documented to ensure compliance
with the monitoring and review programs.

Management Response

The City has since filed correct SF-272 reports for 2007-08 and is up to date with reports due thus
far in 2008-09. Next report is due for January - March 2009 and will be filed no later than
Aprl 10, 2009. Finance staff, in Neighborhood Services, has established procedures to ensure
timely eompliance. The City has received no notiee of sanction from the U.S. Department of
Housing and Urban Devclopment regarding submittal of the SF-272 reports.

See Independent Auditors’ Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed in Aceordanee with
Government Auditing Standards and Independent Auditors” Report on Compliance with Requirements
Applicable to Each Major Program and on Intermal Control Over Compliance in Accordance with
OMB Circular A-133 and on the Schedule of Expenditures of Federal Awards (pages 1 through 4).
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CTY OF OCEANSIDE
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For the year ended June 30, 2008

Finding No. 2007-01 - Earmarking
Major Program

U.S. Department of Housing and Urban Development - Community Development Block Grant -
Entitlement Grant (CFDA No. 14.218).

Condition

The resuits of our earmarking test work indicated the City used more than 20 percent of the total
grant for planning and administration costs.

Recommendation

We recommend that the City establish procedures to ensure that they do not obligate morc than 20
percent of the total grant and 20 percent of program ineome for planning and administration
activities during a program year. The performance of these procedures should be documented to
ensure eompliance with the monitoring and review programs.

Current Status

The finding has been corrected.

See Independent Auditors’ Report on Internal Contrel Over Financial Reporting and on Compliance
and Other Mattcrs Based on an Audit of Financial Staicments Pcrformed in Accordance with
Governmcnt Auditing Standards and Independent Auditors’ Report on Compliance with Requirements
Applicable to Each Major Program and on Internal Control Over Compliance in Accordance with
OMB Circular A-133 and on the Schedule of Expenditures of Federal Awards (pages 1 through 4).
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CITY OF OCEANSIDE

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
{CONTINUED)

For the year ended June 30, 2008

Finding No. 2007-02 - Reporting
Major Program

U.S. Department of Housing and Urban Development - Community Development Block Grant -
Entitlement Grant (CFDA No. 14.218).

Condition

The results of our reporting test work indicated the City did not file the Federal Cash Transactions
Reports for the quarters ended September 30, 2006 and December 31, 2006.

Recommendation

We recommend that the City cstablish procedures to ensurc that required reports are filed on a
timely basis. The performance of these procedures should be documented to ensure compliance
with the monitoring and review programs.

Current Status

Not resolved, see current year Finding No. 2008 - 01.

See Independent Auditors” Report on Internal Control Over Financial Reporting and on Complianee
and Othcr Matters Based on an Audit of Finaneial Statements Performed in Accordance with
Govermment Auditing Standards and Independent Auditors’ Report on Compliance with Requirements
Applicablc to Each Major Program and on Internal Control Over Compliance in Accordance with
OMB Circular A-133 and on the Schedule of Expenditures of Fedcral Awards (pages | through 4).
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