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WHITE NELSON DIEHL EVANS LLP

Certitied Public Accountants & Consultants

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANACIAL 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 Tustin

Tustin, California

We have audited the financial statements of the governmental activities, the business-type activities,
each major fund and the aggregate remaining fund information of the City of Tustin, as of and for the
year ended June 30, 2011, which collectively comprise the City of Tustin’s basic financial statements
and have issued our report thereon dated December 29, 2011. 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

Management of the City is responsible for establishing and maintaining effective 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 and correct misstatements on a timely basis. A material weakness is a deficiency, or a
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.
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Internal Control Over Financial Reporting (Continued)

Our consideration of 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 significant deficiency in internal control over financial reporting as finding
number 2011-01. 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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Tustin, California’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.

We noted certain matters that we reported to management of the City in a separate letter dated
December 29, 2011.

The City’s response to the finding identified in our audit is 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.

This report is intended for the information of the City Council, management and 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.

Irvine, California
December 29, 2011



WHITE NELSON DIEHL EVANS LLP

Certified Public Accountants &'Cons_ultants

INDEPENDENT AUDITORS’ 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 AND ON
THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The Honorable Mayor and
Members of City Council

City of Tustin

Tustin, California

Compliance

We have audited the City of Tustin’s (the City) compliance with the types of compliance requirements described
in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that could have a
direct and material effect on each of the City’s major federal programs for the year ended June 30, 2011. The
City of Tustin’s major federal programs are identified in the summary of auditors’ 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 Tustin’s management. Our responsibility is to express an opinion on the City of Tustin’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 Tustin’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 hot provide a legal
determination on the City of Tustin’s compliance with those requirements.

In our opinion, the City of Tustin 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 compliance 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 finding number 2011- 02.
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Internal Control Over Compliance

The management of the City 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’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 City’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.

The City’s response to the finding identified in our audit is 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 the
response.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the City of Tustin 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 December 29, 2011, which contained unqualified opinions on those statements. Our audit was
performed for the purpose of forming opinions on the financial statements that collectively comprise the City’s
basic financial statements. The schedule of expenditures of federal awards is 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 is not a required part of the basic 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 basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and
other records used to prepare the basic financial statements of the City 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 basic financial
statements taken as a whole,

This report is intended for the information of the City Council, management and 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.

LA Yl Mokt o) 227
Irvine, California
March 14, 2012, except to the date of the Schedule of Expenditures of Federal Awards to which the date is

December 29, 2011
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SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
AND
SCHEDULE OF FINDINGS AND QUESTIONED COSTS



CITY OF TUSTIN

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the year ended June 30, 2011

Catalog of
Federal
Domestic Program
Federal Grantor / Pass - Through Assistance Identification Federal
Grantor / Program / Cluster Title Number Number Expenditures
United States Department of Commerce
Passed through City of Santa Ana:
Public Safety Interoperable
Communications Grant (PSIC) 11.555 2007 - GS - H7 - 0008 $ 14,180
United States Department of Housing
and Urban Development
Direct Assistance:
Community Development Block Grant 14.218 B-06-MC-06-0583 60
(CDBG) 14.218 B-07-MC-06-0583 13,487
14.218 B-08-MC-06-0583 23,065
14.218 B-09-MC-06-0583 293,049
14.218 B-10-MC- 06 - 0583 236,937
Total United States Department of .
Housing and Urban Development 566,598
United States Department of Justice
Passed through the County of Orange:
Edward Byme Justice Assistance Grant (JAG) 16.738 2010-DJ-BX - 0324 11,793
United States Department of Transportation
Passed through State of California:
State and Community Highway Safety 20.600 CTT11439 1,321
Passed through University of Berkeley:
Alcohol Impaired Driving
Countermeasures Incentive Grants I 20.601 SC11439 6,883
Total United States
Department of Transportation 8,204
United States Department of Energy
Direct Program:
Energy Efficiency and Conservation

Block Grant 81.128 DE - SC0002328 218,225

(Continued)

See Independent Auditors' 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 and the Schedule of
Expenditures of Federal Awards (pages 3 and 4) and Notes to Schedule of Expenditures of Federal Awards (pages 7 and 8).
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CITY OF TUSTIN

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

(CONTINUED)

For the year ended June 30, 2011

Catalog of

Federal
Domestic Program
Federal Grantor / Pass - Through Assistance Identification Federal
Grantor / Program / Cluster Title Number Number Expenditures
United States Department of
Homeland Security
Passed through California Emergency
Management Agency:
Disaster Grants - Public Assistance
(Presidentially Declared Disasters) 97.036 FEMA -1952-DR-CA $ 6,657
Urban Areas Security Initiative Grant 97.067 OES 059-95010 1,555
Passed through County of Orange:
Regional Catastrophic Preparedness Grant 97.111 208 -CP-T8-0018 14,685

Total United States Department
of Homeland Security

TOTAL EXPENDITURES
OF FEDERAL AWARDS

22,897

S 841897

See Independent Auditors' 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 and the Schedule of

Expenditures of Federal Awards (pages 3 and 4) and Notes to Schedule of Expenditures of Federal Awards (pages 7 and 8).
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CITY OF TUSTIN

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the year ended June 30, 2011

. GENERAL:

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all federal
financial assistance programs of the City of Tustin (the City). The City’s reporting entity is
defined in Note 1 of the notes to the City’s financial statements. All financial assistance received
directly from federal agencies as well as federal financial assistance passed through other
government agencies to the City is included in the accompanying schedule.

. BASIS OF ACCOUNTING:

The accompanying Schedule of Expenditures of Federal Awards is présented using the modified
accrual basis of accounting for governmental funds and the accrual basis for proprietary funds,
which is described in the Note 1 of the notes to the City’s financial statements.

. RELATIONSHIP TO COMPREHENSIVE ANNUAL FINANCIAL REPORT:

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

. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS:

Amounts reported in the accompanying Schedule of Expenditures of Federal Awards agree with
amounts reported in federal financial reports.

SUBRECIPIENTS:

During the fiscal year ended June 30, 2011, the City disbursed federal funds to the following
subrecipients under the Community Development Block Grant program (CFDA #14.218):

Amount
Disbursed

Community Senior Services $ 20,000
Boys and Girls Club of Tustin 15,000
Laurel House 5,000
Community Service Program 10,000
Human Options 5,000
Olive Crest 5,000
Fair Housing Foundation 17.412

Total disbursed to subrecipients $ 77,412

See Independent Auditors” 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 and on the Schedule 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 TUSTIN

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
(CONTINUED)

For the year ended June 30, 2011

6. CONTINGENCIES:

Under the terms of federal and state grants, additional audits may be requested by the grantor
agencies and certain costs may be questioned as not being appropriate expenditures under the terms
of the grants. Such audits could lead to a request for reimbursement to the grantor agencies.

See Independent Auditors’ 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 and on the Schedule of Expenditures of Federal Awards (pages 3 and 4) and on

the Schedule of Expenditures of Federal Awards (pages 5 and 6).
-8-




CITY OF TUSTIN

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the year ended June 30, 2011

SUMMARY OF AUDITORS’ RESULTS:

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

b. One significant deficiency was disclosed during the audit of the financial statements and is
reported in this schedule. See Finding Number 2011-01. The deficiency was not considered a
material weakness. '

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

d. No significant deficiencies in internal control over major federal award programs are reported
in this schedule.

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

f. Audit findings that are required to be reported in accordance with Section 510(a) of
OMB Circular A-133 are reported in this Schedule. See Finding Number 2011-02.

g. The threshold used for distinguish between type A and type B programs was $300,000.
h. The programs tested as major programs were:
Community Development Block Grant CFDA No. 14.218

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

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 Accordance with
Government Auditing Standards and Independent Auditors’ 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 and on Schedule of Expenditures of Federal
Awards (pages 1 through 4). ‘
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CITY OF TUSTIN

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)

For the year ended June 30, 2011

FINANCIAL STATEMENT FINDINGS:

Finding Number 2011-01

Criteria

An important element of internal control over cash is the reconciliation process which enables City
staff to identify differences between the bank and general ledger balances and resolve such differences
in a timely manner.

Condition

During our testing of bank reconciliations, we noted several instances in which the monthly bank
reconciliation process was not completed and reviewed timely.

Recommendation

We recommend that the monthly bank reconciliation process be completed and reviewed in a timely
basis.

Management Response

Management acknowledges that the bank reconciliations during fiscal year 2010 - 2011 were not
completed in a timely manner due to staff time being directed to a major payroll software conversion.
This has been corrected as the payroll software conversion is complete and an accountant was hired
who is responsible for preparing the bank reconciliations in a timely manner.

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 Accordance with
Government Auditing Standards and Independent Auditors’ 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 and on Schedule of Expenditures of Federal
Awards (pages 1 through 4).
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CITY OF TUSTIN

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)

For the year ended June 30, 2011

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM AUDIT:

Finding Number 2011-02

Major Program

U.S. Department of Housing and Urban Development - Community Development Block Grant,
(CFDA No. 14.218) Identification Number B-xx-MC-06-0583

Criteria

The Davis-Bacon Act requires that all laborers and mechanics employed by contractors or
subcontractors to work on construction contracts in excess of $2,000 financed by federal assistance
funds must be paid wages not less than those established for the locality of the project (prevailing wage
rates) by the Department of Labor. :

Condition

Per our review of certified payrolls, we noted that laborers used by contractors for several projects
funded by the grant were paid less than the prevailing wage rates established for the locality of those
projects. In addition, the City did not perform onsite interviews of laborers verifying if they were paid
the prevailing wage rates.

Effect
The City may be penalized or fined for its noncompliance with program compliance requirements.
Cause

The wage rates submitted by the contractor were compared only to the California Department of
Industrial Relations as opposed to comparing to both the State and Federal minimum wage
determinations, resulting in laborers being paid less than the prevailing wage rates.

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 Accordance with
Government Auditing Standards and Independent Auditors’ 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 and on Schedule of Expenditures of Federal
Awards (pages 1 through 4).
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CITY OF TUSTIN

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
(CONTINUED)

For the year ended June 30, 2011
FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM AUDIT
(CONTINUED):

Finding Number 2011-02 (Continued)

Questioned Cost

None

Recommendation

We recommend that City performs random onsite interviews and implement procedures that will
ensure laborers used by contractors for projects funded by the grant are paid the prevailing wage rates
established for the locality of those projects.

Management’s Response

The City directed the contractor to submit revised certified payroll documentation utilizing the correct
wage determination and to correct underpayment to applicable laborers. Appropriate documentation to
ensure proper payment, including cancelled checks, were required and provided. For future projects
the City will use both the State and Federal minimum wage determinations to ensure laborers are being
paid the prevailing wage rates and will also perform onsite interviews of laborers to verify if they are
paid the prevailing wage rates.

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 Accordance with
Government Auditing Standards and Independent Auditors’ 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 and on Schedule of Expenditures of Federal
Awards (pages 1 through 4).
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CITY OF TUSTIN

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For the year ended June 30, 2011

Financial Statement Findings

Finding Number 2010-01

Condition

Material audit adjustments were identified relating to accounts receivable, deferred revenue, interest
earnings and revenue. The number of the adjustments resulted from the deficiencies in the City’s
internal controls over financial reporting and the year-end close process. After the financial statements
were issued, management identified a material misstatement related to an overstatement in revenues
and accounts receivable resulting in the financial statements originally issued on January 24, 2011 to
be reissued on March 1, 2011.

Recommendation

The City should develop and document a year-end close process policy that encompasses all facets of
financial reporting. We further recommend the City incorporate into the policy the review of year-end
account balances and perform reconciliations on account balances prior to completion of the year-end
processing and before the commencement of the audit to ensure proper financial reporting.

Current Status

The finding has been corrected.

Finding Number 2009-01
Condition

The following items were noted as it relates to information technology (IT) policy and procedures:
IT personnel are not prohibited from initiating or authorizing transactions.
IT personnel are not prohibited from initiating changes to master files and there are no other
control procedures to monitor those changes. ,
e When changes are made to master files, the requesting department is not provided a report
demonstrating the changes made.
e Lack of separation of duties between programmers, system administrators, and users.

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 Accordance with
Government Auditing Standards and Independent Auditors’ 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 and on Schedule of Expenditures of Federal
Awards (pages 1 through 4).
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CITY OF TUSTIN

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
(CONTINUED)

For the year ended June 30, 2011

Financial Statement Findings (Continued)

Finding Number 2009-01 (Continued)

Condition (Continued)

e Programmers have access to applications in live operation, job control language, and live data
files

e Lack of procedures to prevent testing of new or revised applications on live data files.

e Passwords are not required to be changed at regular intervals.

e Logs are not maintained for administrator activities. With the absence of logs of administrator
activities, supervisory personnel are unable to review for unusual entries.

e System administrators are not required to report system failures, restart and recovery, or other
unusual incidents to appropriate supervisory personnel for review.

e Access to the Data Center is not limited to IT personnel only, causing a potential breach in
physical security over the IT Data Center.

Recommendation

The City should review its existing internal control policy and procedures specifically related to the
above enumerated items related to information technology and formalize a comprehensive policy and
procedures operation, which would include monitoring the adequacy and effectiveness of the internal
control procedures established. This risk should be evaluated at least annually to consider any changes
to the City's operating environments.

Current Status

The finding has been corrected.

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 Accordance with
Government Auditing Standards and Independent Auditors” 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 and on Schedule of Expenditures of Federal
Awards (pages 1 through 4).
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CITY OF TUSTIN

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
(CONTINUED)

For the year ended June 30, 2011

Financial Statement Findings (Continued)

Finding Number 2009-02

Condition

The City had difficulty in preparing the capital asset records during the fiscal year resulting from a lack
of information and monitoring of certain ongoing capital improvement projects. The lack of
information included whether the improvement projects were owned by the City and the funding
source of the capital improvement projects. Several adjusting journal entries were required including a
restatement of prior year net assets to properly account for the City's capital assets

Recommendation

The City should develop and implement procedures to ensure that all improvement projects are
properly identified and monitored to ensure that all of the City's capital related assets are accounted for -

properly.
Current Status

The finding has been corrected.

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 Accordance with
Government Auditing Standards and Independent Auditors’ 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 and on Schedule of Expenditures of Federal

Awards (pages 1 through 4).
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CITY OF TUSTIN

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
(CONTINUED)

For the year ended June 30, 2011

Major Federal Award Program Audit Findings

Finding Number 2010-02

Condition

The SEFA was prepared and provided prior to the recording of all adjustments as the result of the
financial statement audit procedures. The numerous adjustments resulted in a financial statement
material weakness finding noted in Financial Statement Finding 2010-01.

Recommendation

The City should develop procedures that encompass all facets of financial reporting. Further, the City
should record all required adjustments prior to the preparation of the SEFA. The SEFA should be
reviewed prior to providing it to the auditors.

Current Status

The finding has been corrected.

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 Accordance with
Government Auditing Standards and Independent Auditors® 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 and on Schedule of Expenditures of Federal
Awards (pages 1 through 4).
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