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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 the City Council 
City of Walnut Creek, California 
 

We have audited, in accordance with the 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, the financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of Walnut Creek, 
California (the City), as of and for the year ended June 30, 2013, and the related notes to the financial statements, 
which collectively comprise the City’s basic financial statements, and have issued our report thereon dated 
February 18, 2014.    Our report included an emphasis of a matter paragraph regarding the City’s adoption of 
GASB Statement No. 63 – Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of 
Resources, and Net Position. Our report includes a reference to other auditors who audited the financial 
statements of the Boundry Oak Onsite Contract Operations Enterprise Fund, as described in our report on the 
City's financial statements.  This report does not include the results of the other auditors' testing of internal control 
over financial reporting or compliance and other matters that are reported on separately by those auditors. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the City’s internal control over 
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances 
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.  Accordingly, we do not express an opinion on the 
effectiveness of the City’s internal control. 

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 entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis.  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. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this section 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or, 
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not 
identified.  Given these limitations, during our audit we did not identify any deficiencies in internal control that 
we consider to be material weaknesses.  However, material weaknesses may exist that have not been identified.  
We did identify a certain deficiency in internal control, described in the accompanying Schedule of Findings and 
Questioned Costs as item 2013-001 that we consider to be a significant deficiency. 

Vavrinek, Trine, Day & Co., LLP
Certified Public Accountants
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the City’s financial statements are free from 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. 
 
City’s Response to Finding 
 
The City’s response to the finding identified in our audit is described in the accompanying Schedule of Findings 
and Questioned Costs.  The City’s response was not subjected to the auditing procedures applied in the audit of 
the financial statements and, accordingly, we express no opinion on it.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on 
compliance.  This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity’s internal control and compliance.  Accordingly, this communication is not 
suitable for any other purpose. 
 
 
 
Sacramento, California 
February 18, 2014 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL 
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT  

ON THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS  
REQUIRED BY OMB CIRCULAR A-133 

 
 
 
The Honorable Mayor and 
Members of the City Council 
City of Walnut Creek, California 
 
Report on Compliance for Each Major Federal Program 
 
We have audited the City of Walnut Creek, California’s (the City) 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 the City's major federal programs for the year ended June 30, 2013.  The City's major federal 
programs are identified in the summary of auditor’s results section of the accompanying schedule of findings and 
questioned costs. 
 
Management's Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants 
applicable to its federal programs. 
 
Auditors' Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the City's major federal programs based on 
our audit of the types of compliance requirements referred to above.  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'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 on compliance for each major federal 
program.  However, our audit does not provide a legal determination of the City's compliance. 
 
Opinion on Each Major Federal Program 
 
In our opinion, the City complied, in all material respects, with the types of 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, 2013. 

Vavrinek, Trine, Day & Co., LLP
Certified Public Accountants

VALUE  THE  D IFFERENCE

FRESN O  •   L AGUN A H I L LS   •   PALO ALTO  •   P LEASANTON  •   RAN C HO CUC AMON GA  •   ri  v ersi    d e   •   Sacramento
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Other Matters 
 
The results of our auditing procedures disclosed instances of noncompliance, which are required to be reported in 
accordance with OMB Circular A-133 and which are described in the accompanying schedule of findings and 
questioned costs as items 2013-002 and 2013-003.  Our opinion on each major federal program is not modified 
with respect to these matters. 
 
The City’s responses to the noncompliance findings identified in our audit are described in the accompanying 
schedule of federal awards findings and questioned costs.  The City’s responses were not subject to the auditing 
procedures applied in the audit of compliance and accordingly, we express no opinion on them. 
 
Report on Internal Control Over Compliance 
 
Management of the City is responsible for establishing and maintaining effective internal control over compliance 
with the types of compliance requirements referred to above.  In planning and performing our audit of 
compliance, we considered the City's internal control over compliance with the types of requirements that could 
have a direct and material effect on each major federal program to determine the auditing procedures that are 
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major federal 
program 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.  A significant deficiency in internal control over compliance is a deficiency, or a 
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.  
 
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 
material weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may 
exist that were not identified.  We did not identify any deficiencies in internal control over compliance that we 
consider to be material weaknesses.  However, we identified a certain deficiency in internal control over 
compliance, as described in the accompanying schedule of findings and questioned costs as item 2013-003 that 
we consider to be a significant deficiency. 
 
The City's response to the internal control over compliance finding identified in our audit is described in the 
accompanying schedule of findings and questioned costs.  The City's response was not subjected to the auditing 
procedures applied in the audit of compliance and, accordingly, we express no opinion on the response. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-133.  
Accordingly, this report is not suitable for any other purpose. 
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Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133 
 
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 as of and for the year ended June 30, 2013, and 
the related notes to the financial statements, which collectively comprise the City's basic financial statements.  We 
issued our report thereon dated February 18, 2014, which contained unmodified opinions on those financial 
statements.  Our report included an emphasis of a matter paragraph regarding the City’s adoption of GASB 
Statement No. 63 – Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and 
Net Position.  We did not audit the financial statements of the Boundry Oak Onsite Contract Operations 
Enterprise Fund for the year ended June 30, 2013.  Those financial statements were audited by other auditors 
whose report thereon has been furnished to us, and our opinion, insofar as it relates to the amounts included for 
the Boundry Oak Onsite Contract Operations Enterprise Fund is based on the report of the other auditors.  Our 
audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the 
basic financial statements.  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 is the responsibility of management and was derived from and relates 
directly to the underlying accounting and other records used to prepare the basic 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 basic financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the 
United States of America.  In our opinion, the schedule of expenditures of federal awards is fairly stated in all 
material respects in relation to the basic financial statements as a whole. 
 
 
 
Sacramento, California 
March 21, 2014 



CITY OF WALNUT CREEK, CALIFORNIA 
 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED JUNE 30, 2013 

 

See accompanying notes to the Schedule of Expenditures of Federal Awards. 
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FEDERAL GRANTOR FEDERAL DIRECT OR 
PASS-THROUGH GRANT OR CFDA PASS-THROUGH AWARD FEDERAL

PROGRAM TITLE NUMBER IDENTIFYING NUMBER AMOUNT EXPENDITURES

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
DIRECT PROGRAMS:

Community Development Block Grants/Entitlement Grants:
Community Development Block Program 14.218 B-10-MC-06-0030 341,962$               293,106$                  
Community Development Block Program 14.218 B-11-MC-06-0030 285,142                 232,839                   
Community Development Block Program 14.218 Program Income 8,473                     8,473                       

TOTAL U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 635,577                 534,418                   

U.S. DEPARTMENT OF TRANSPORTATION
PASSED THROUGH CALIFORNIA DEPARTMENT OF TRANSPORTATION

Highway Planning and Construction 20.205 04-CC-0-WLC 1,856,000              1,593,432                

PASSED THROUGH METROPOLITAN TRANSPORTATION COMMISSION
Highway Planning and Construction 20.205 N/A 500,000                 151,550                   

PASSED THROUGH COUNTY OF CONTRA COSTA
State and Community Highway Safety Program 20.600 N/A 1,954                     1,954                       

TOTAL U.S. DEPARTMENT OF TRANSPORTATION 2,357,954              1,746,936                

U.S. DEPARTMENT OF ENERGY
DIRECT PROGRAMS:

Renewable Energy Research and Development 81.087 DE-EE0003391 6,795                     6,795                       

81.117 DE-EE0005699 5,000                     5,000                         
81.128 ED-SC00002468 141,831                 46,372                     

TOTAL U.S. DEPARTMENT OF ENERGY 153,626                 58,167                     

U.S. DEPARTMENT OF HOMELAND SECURITY
PASSED THROUGH COUNTY OF ALAMEDA

Non-Profit Security Program 97.008 FY11-22-0077 14,984                   10,701                     

PASSED THROUGH CALIFORNIA EMERGENCY MANAGEMENT AGENCY
97.067 013-00000 50,000                   10,350                     

TOTAL U.S. DEPARTMENT OF HOMELAND SECURITY 64,984                   21,051                     

TOTAL EXPENDITURES OF FEDERAL AWARDS 3,212,141$            2,360,572$               

Energy Efficiency and Renewable Energy Information Dissemination,
         Outreach, Training and Technical Analysis/Assistance

ARRA - Energy Efficiency and Conservation Block Grant

Homeland Security Grant Program
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NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FOR THE YEAR ENDED JUNE 30, 2013 
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NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
General – The accompanying Schedule of Expenditures of Federal Awards presents the activity of all Federal 
awards programs of the City of Walnut Creek (City).  The City's reporting entity is defined in Note 1 to the City's 
basic financial statements. 
 
Basis of Accounting – The accompanying Schedule of Expenditures of Federal Awards is presented using the 
modified accrual basis of accounting except for programs recorded in the City's enterprise funds, which are 
presented using the accrual basis of accounting, which is described in Note 1 to the City's basic financial 
statements.  The information in this schedule is presented in accordance with the requirements of OMB Circular 
A-133, Audits of States, Local Governments, and Non-Profit Organizations.  
 
Relationship to Basic Financial Statements – The amounts reported in the accompanying Schedule of 
Expenditures of Federal Awards agrees, in all material respects, to amounts reported within the City's financial 
statements.  Federal award revenues are reported principally in the City's financial statements as 
intergovernmental revenues in the General and Special Revenue funds. 
 
Catalog of Federal Domestic Assistance (CFDA) Numbers – The CFDA numbers included in this report were 
determined based on the program name, review of grant contract information, and the Office of Management and 
Budget's Catalog of Federal Domestic Assistance. 
 
Pass-Through Entities' Identifying Number – When Federal awards were received from a pass-through entity, 
the Schedule of Expenditures of Federal Awards shows, if available, the identifying number assigned by the  
pass-through entity.  When no identifying number is shown, the City has determined that no identifying number is 
assigned for the program or the City was unable to obtain an identifying number from the pass-through entity. 
 
 
NOTE 2 – AMOUNT PROVIDED TO SUBRECIPIENTS 
 
Of the Federal expenditures presented in the accompanying Schedule of Expenditures of Federal Awards, the City 
provided Federal awards to subrecipients as follows: 
 

FEDERAL PASS-
CFDA THROUGH

PROGRAM TITLE NUMBER AMOUNT
Community Development Block Grants/Entitlement Grants 14.218 488,048$                 

Total 488,048$                 

 
 
 



CITY OF WALNUT CREEK, CALIFORNIA 
 

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED) 
FOR THE YEAR ENDED JUNE 30, 2013 

 
 

8 

NOTE 3 – LOAN PROGRAMS 
 
The City participates in certain federal programs that sponsor revolving loan programs, which are administered by 
the City.  These programs maintain serving and trust arrangements with the City to collect loan repayments.  The 
funds are returned to the program upon repayment of principal and interest and programs funded by these 
payments are reported as expenditures in the Schedule.  The City has reviewed the loans against Subpart B 
Section 205 of the A-133 and determined they do not have continuing compliance requirements other than the 
repayment of the loans. 
 
The following is a summary of loan program balances as of June 30, 2013: 
 

FEDERAL OUTSTANDING
CFDA LOANS

PROGRAM TITLE NUMBER JUNE 30, 2013
Community Development Block Grants/Entitlement Grants 14.218 2,823,500$              
Energy Efficiency and Conservation Block Grant Program 81.128 103,296                   

Total 2,926,796$              



CITY OF WALNUT CREEK, CALIFORNIA 
 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2013 

 
I. SUMMARY OF AUDITORS' RESULTS 
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FINANCIAL STATEMENTS
Unmodified

No
Yes
No

FEDERAL AWARDS

No
Yes

Unmodified

Yes

CFDA Number(s) Name of Federal Program or Cluster
14.218 Community Development Block Grant
20.205 Highway Planning and Construction

300,000$         
Auditee qualified as low-risk auditee? No

Type of auditors' report issued:
Internal control over financial reporting:

Material weakness(es) identified?
Significant deficiencies identified?

Noncompliance material to financial statements noted?

Internal control over major programs:

Identification of major programs:

Dollar threshold used to distinguish between Type A and Type B programs:

Material weakness(es) identified?
Significant deficiencies identified?

Type of auditors' report issued on compliance for major programs:

Any audit findings disclosed that are required to be reported in accordance with Circular A-
133, Section .510(a)
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2013 

 
II. FINANCIAL STATEMENT FINDINGS 
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Finding 2013-001 
 
Recording of Pension Asset 
 
Criteria:  
 
GASB Standard No. 27 – Accounting for Pensions by State and Local Government Employers indicates that when 
a City enters a cost sharing plan, an actuarial determination is made of the past service costs associated with the 
City’s employees participating in the plan.  It further indicates that a cost sharing employer can not have a net 
pension liability and conversely cannot have a net pension asset as a cost-sharing employer generally is not 
generally permitted to pay more each year than contractually required for that year. 
 
Condition Found:  
 
Significant Deficiency – The City of Walnut Creek reported a prepaid expense of $9,471,482 in the PERS Safety 
Side Fund Liability which represented Pension costs paid upon the Safety Plan joining the CalPERS Risk Pool in 
2003.  The City paid off the liability in June of 2010 and was amortizing the prepayment to correspond with the 
repayment of the advances of other funds by the PERS Safety Side Liability Internal Service Fund.  
 
Based on GASB No. 27, the Prepaid Expenses did not represent a true asset as a Net Pension Asset cannot 
generally exist in a cost-sharing plan as the costs in order to join the cost sharing plan are costs to bring the City 
onto equal footing with other employers in the cost-sharing pool.  

 
Context:  
 
The above condition resulted in a restatement of net position of $9,471,482 to reduce Prepaid Expenses and a 
corresponding reduction to the beginning net position.  
 
Effect:  
 
The City overstated the assets of the PERS Safety Side Fund Internal Service Fund and an audit adjustment was 
necessary to correct the overstatement. 
 
Cause:  
 
The cause was due to the City not recognizing the prepaid expenses in accordance with GASB No. 27 and 
therefore including a Net Pension Asset that was not in accordance with Generally Accepted Accounting 
Principles.  
 
Recommendation:  
 
The City should implement policies and procedures to ensure that Net Pension Assets and Liabilities are 
recognized in accordance with Generally Accepted Accounting Principles.  
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2013 

 
II. FINANCIAL STATEMENT FINDINGS, (CONTINUED) 
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View of Responsible Officials and Planned Corrective Action: 
 
In June 2010, the City paid the entire pension liability as a cost saving measure since CalPERS interest rates were 
higher than the rates the City could have earned with its investments.  At the time of the payment for the PERS 
Safety Side Liability, the City took the advice of the former auditors and amortized the payments over the length 
of time that CalPERS would have allowed for payments.  Since that time it has been noted that amortizing the 
payments was not in accordance with GASB No. 27.  Staff will ensure that Net Pension Assets and Liabilities are 
recognized in accordance with Generally Accepted Accounting Principles. 



CITY OF WALNUT CREEK, CALIFORNIA 
 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2013 
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FINDING 2013-002 
 
Program: Community Development Block Grant 
CFDA No.: 14.218 
Federal Agency: U.S. Department of Housing and Urban Development 
Award Year: FY 2012-13 
Compliance Requirement: Subrecipient Monitoring 
 
Criteria: 
 
The March 2013 Office of Management and Budget (OMB) OMB Circular A-133 Compliance Supplement states 
that a pass-through entity is responsible for “Award Identification – At the time of the award, identifying to the 
subrecipient the Federal award information (i.e., CFDA title and number, award name and number, and name of 
Federal agency) and applicable compliance requirements.”  
 
A pass-through entity is also responsible for “Determining Subrecipient Eligibility - In addition to any 
programmatic eligibility criteria, the pass-through entity is required to determine whether an applicant for a non-
ARRA subaward has provided a Dun and Bradstreet Data Universal Numbering System (DUNS) number as part 
of its subaward application or, if not, before award (2 CFR section 25.110 and Appendix A to 2 CFR part 25).” 
 
Condition Found: 
 
Instance of Non-Compliance – Through testing of subrecipient monitoring activities, we noted three instances 
from a sample size of three in which subrecipient award agreements between the City and subrecipients did not 
include the CFDA number, and one instance in which the City did not provide evidence of properly obtaining the 
DUNS number prior to issuance of subaward as required by OMB Circular A-133 for the period under audit. 
 
Questioned Costs: 
 
No questioned costs were identified as a result of the procedures performed. 
 
Context: 
 
The condition noted above was identified during our examination of the City’s agreements with its subrecipients 
pertaining to the Community Development Block Grant program. 
 
Effect: 
 
The subrecipient agreements do not specifically identify the CFDA number.  Accordingly, subrecipients may not 
be aware that they have received Federal funding that is subject to the compliance requirements of OMB Circular 
A-133.  In addition, the City did not obtain a DUNS number as part of the application process.  As a result, the 
applicant’s data may not be current or accurate, which could lead to eligibility errors or awarding funds to an 
ineligible subrecipient. 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2013 

 
III. FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS (CONTINUED) 
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Cause: 
 
The City did not include the federal program’s CFDA number in their subrecipient agreement template, which 
formally communicates all federal program information and OMB A-133 requirements.  Not obtaining the DUNS 
number from an applicant was primarily caused by not enforcing policies and procedures in place during the 
application process to ensure eligibility documentation contains all information to support a subaward. 
 
Recommendation: 
 
We recommend that the City follow its policies and procedures to ensure that information required by OMB 
Circular A-133 is included in subrecipient agreements.  In addition, we recommend that the City follow required 
eligibility procedures to obtain a DUNS number from each applicant prior to subaward. 
 
View of Responsible Officials and Planned Corrective Action: 
 
We concur.  The City’s normal process is to collect DUNS numbers from our subrecipients during the application 
and contract negotiation process.  Unfortunately, a DUNS number was inadvertently missed during a mid-cycle 
funding.  Staff will be diligent in following procedures in place to obtain appropriate information.  Also, the 
CFDA number will be included in future subrecipient agreements. 
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
FOR THE YEAR ENDED JUNE 30, 2013 
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FINDING 2013-003 
 
Program: Highway Planning and Construction 
CFDA No.: 20.205 
Federal Agency: U.S. Department of Transportation 
Pass-through: Metropolitan Transportation Commission 
Award Year: FY 2012-13 
Compliance Requirement: Procurement, Suspension and Debarment 
 
Criteria: 
 
The March 2013 Office of Management and Budget (OMB) OMB Circular A-133 Compliance Supplement states 
that “when a non-federal entity enters into a covered transaction with an entity at a lower tier, the non-federal 
entity must verify that the entity and its principals are not suspended or debarred or otherwise excluded from 
participation in the transaction.  This verification may be accomplished by (1) checking the Excluded Parties List 
System (EPLS) maintained by the General Services Administration (GSA), (2) collecting a certification from the 
entity, or (3) adding a clause or condition to the covered transaction with that entity.” 
 
Condition Found: 
 
Significant Deficiency, Instance of Non-Compliance– Through testing of procurement activities, we noted one 
instance from a sample size of two in which the City did not perform a suspension and debarment verification as 
part of the procurement process of a professional services agreement that qualifies as a covered transaction.  
 
Questioned Costs: 
 
No questioned costs were identified as a result of the procedures performed. 
 
Context: 
 
The condition noted above was identified during our examination of the City’s agreements with its vendors 
pertaining to the Highway Planning and Construction grant passed through the Metropolitan Transportation 
Commission. 
 
Effect: 
 
The City did not verify that a vendor was not suspended or debarred before entering into a covered transaction.  
 
Cause: 
 
Although procedures are established to check for suspended and debarred parties and included as part of the 
City’s overall procurement process, the City did not follow these procedures for the contract procured with the 
Highway Planning and Construction grant passed through the Metropolitan Transportation Commission. 
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Recommendation: 
 
We recommend that the City follow its policies and procedures, which include an excluded party verification as 
part of its procurement process to ensure vendors, are not suspended or debarred prior to entering into an 
agreement.  This may be accomplished by checking the Excluded Parties List System (EPLS), collecting a 
certification from the entity, or adding a clause or condition to the covered transaction with that entity.  
 
View of Responsible Officials and Planned Corrective Action: 
 
We concur.  The City will continue to include the Debarment and Suspension Certification in its contractor’s bid 
packet.  The City is also in the process of reviewing the standard contract language to incorporate a provision in 
which the contractor certifies that they are not debarred or suspended or otherwise excluded from participation in 
the transaction.  
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SCHEDULE OF PRIOR AUDIT FINDINGS 
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Financial Statement Prior Year Findings 
 
No matters were reported in the prior year. 
 
Federal Award Prior Year Findings and Questioned Costs 
 
No matters were reported in the prior year. 
 


