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The Honorable Mayor Gavin Newsom 
The Honorable Members of the Board of Supervisors 
City and County of San Francisco, California 

 
Independent Auditor's Report 

 
We have audited the accompanying 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 and County of San Francisco, California (the City), as of and for the 
year ended June 30, 2007, which collectively comprise the City’s basic financial statements as listed in 
the table of contents. These financial statements are the responsibility of the City’s management. Our 
responsibility is to express opinions on these financial statements based on our audit. We did not audit 
the financial statements of the San Francisco International Airport, San Francisco Water Enterprise, 
Hetch Hetchy Water and Power, San Francisco Municipal Railway, the Parking Garage Corporations, San 
Francisco Wastewater Enterprise, Port of San Francisco, San Francisco Market Corporation, City and 
County of San Francisco Finance Corporation, Employees’ Retirement System, Health Service System, 
and the San Francisco Redevelopment Agency, which collectively represent the following percentages of 
assets, net assets/fund balances and revenues/additions as of and for the year ended June 30, 2007: 
 

Opinion Unit 
 

Assets 
Net Assets/ 

Fund Balances 
Revenues/ 
Additions 

Governmental activities 1% 10% 0% 
Business-type activities 95% 93% 74% 
Discretely presented component units 100% 93% 94% 
Municipal Transportation Agency enterprise fund 97% 100% 93% 
Aggregate remaining fund information 91% 93% 49% 

 
Those financial statements were audited by other auditors whose reports thereon have been furnished to 
us, and our opinions, insofar as they relate to the amounts included for those entities, are based solely on 
the reports of the other auditors. The prior year partial and summarized comparative information has been 
derived from the City’s 2006 basic financial statements and, in our report dated December 20, 2006, we 
expressed unqualified opinions, based on our audit and the reports of other auditors, on the respective 
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.  
 
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 Statements. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. An audit includes consideration of internal control over financial reporting as a 
basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the City’s internal control over financial reporting. 
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements, assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audit and the reports of other auditors provide a reasonable 
basis for our opinions. 
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In our opinion, based on our audit and the reports of other auditors, the financial statements referred to 
above present fairly, in all material respects, the respective financial position 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 and County of San Francisco, California, 
as of June 30, 2007, and the respective changes in financial position, and, where applicable, cash flows, 
thereof, and the respective budgetary comparison for the General Fund for the year then ended in 
conformity with accounting principles generally accepted in the United States of America. 
 
In accordance with Government Auditing Standards, we have also issued our report dated December 21, 
2007 on our consideration of the City’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the internal 
control over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards and should be considered in assessing the results of 
our audit. 
 
The financial statements include partial or summarized prior year comparative information. Such prior 
year information does not include all of the information required to constitute a presentation in conformity 
with accounting principles generally in the United States of America. Accordingly, such information should 
be read in conjunction with the City’s basic financial statements for the year ended June 30, 2006, from 
which such partial or summarized information was derived. 

 
The management’s discussion and analysis and schedules of funding progress listed in the 
accompanying table of contents are not a required part of the basic financial statements but are 
supplementary information required by accounting principles generally accepted in the United States of 
America. We and the other auditors have applied certain limited procedures, which consisted principally 
of inquiries of management regarding the methods of measurement and presentation of the required 
supplementary information. However, we and the other auditors did not audit the information and express 
no opinion on it. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the City’s basic financial statements. The accompanying schedule of expenditures of federal 
and state 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 has been 
subjected to the auditing procedures applied by us and the other auditors in the audit of the basic 
financial statements and, in our opinion, based on our audit and the reports of other auditors, is fairly 
stated in all material respects in relation to the basic financial statements taken as a whole. 
 
 
 
Certified Public Accountants 
 
Walnut Creek, California 
December 21, 2007 
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Changes in Net Assets 
Year Ended June 30, 2007 (in thousands) 

 
Governmental Business-type

activities activities Total
2007 2006 2007 2006 2007 2006

Revenues
Program revenues:

Charges for services....................................  382,489$      399,265$      1,822,047$   1,714,488$   2,204,536$    2,113,753$   
Operating grants and contributions..............  927,256        859,919       183,301       188,672       1,110,557      1,048,591    
Capital grants and contributions...................  50,479          248,329       150,080       110,403       200,559         358,732       

General revenues:
Property taxes..............................................  1,126,992     1,016,220    -                   -                   1,126,992      1,016,220    
Business taxes.............................................  337,592        323,153       -                   -                   337,592         323,153       
Other local taxes..........................................  668,824        595,664       -                   -                   668,824         595,664       
Interest and investment income...................  86,233          71,129         85,692         53,161         171,925         124,290       
Other............................................................  33,046          56,022         218,184       272,873       251,230         328,895       

Total revenues......................................  3,612,911      3,569,701      2,459,304      2,339,597      6,072,215      5,909,298      

Expenses
Public protection..........................................  870,381          780,642         -                   -                   870,381         780,642       
Public works, transportation  

and commerce......................................  309,095          272,397         -                   -                   309,095         272,397       
     Human welfare and  

neighborhood development..................  751,034          858,396         -                   -                   751,034         858,396       
Community health........................................  516,321          478,844         -                   -                   516,321         478,844       
Culture and recreation.................................. 290,547          244,423         -                   -                   290,547         244,423       
General administration and finance..............  185,961          167,490         -                   -                   185,961         167,490       
General City responsibilities.........................  67,948            49,054           -                   -                   67,948           49,054         
Unallocated Interest on long-term  

debt......................................................  94,060            94,923           -                   -                   94,060           94,923         
Airport..........................................................  -                    -                  624,832         633,102         624,832         633,102       
Transportation..............................................  -                    -                  726,053         695,593         726,053         695,593       
Port..............................................................  -                    -                  61,937           55,329           61,937           55,329         
Water...........................................................  -                    -                  236,824         213,584         236,824         213,584       
Power........................................................... -                    -                  95,020           119,146         95,020           119,146       
Hospitals......................................................  -                    -                  714,349         646,149         714,349         646,149       
Sewer........................................................... -                    -                  168,954         160,701         168,954         160,701       
Market..........................................................  -                    -                  1,061           1,035           1,061             1,035           

Total expenses.....................................  3,085,347     2,946,169    2,629,030    2,524,639    5,714,377      5,470,808    
Increase/(decrease) in net assets  
 before special items and transfers.......  527,564        623,532       (169,726)      (185,042)     357,838         438,490       
Special items........................................  -                      -                     17,386           -                      17,386           -                  
Transfers..............................................  (451,171)       (329,996)     451,171       329,996       -                    -                  
Change in net assets............................  76,393          293,536       298,831       144,954       375,224         438,490       

Net assets at beginning of year.........................  1,794,618     1,501,082    4,412,433    4,267,479    6,207,051      5,768,561    

Net assets at end of year..................................  1,871,011$    1,794,618$    4,711,264$    4,412,433$    6,582,275$    6,207,051$    

 
 
Analysis of Changes in Net Assets 
 
The City’s net assets overall increased by $375.2 million during fiscal year 2006-2007, compared to a 
$438.5 million increase during the prior fiscal year. The governmental activities accounted for $76.4 
million of this increase and the business-type activities accounted for $298.8 million. While all 
business-type activities realized increases to their net assets, approximately 68.1 percent, $203.4 
million is due to increases at Laguna Honda Hospital (LHH) and Municipal Transportation Agency 
(MTA). The LHH increase to net assets was $111.8 million and was primarily due to transfers from 
the City’s governmental funds to support rebuilding of the hospital.  The MTA increase of $91.6 
million was partially due to increases in capital contributions from state and federal sources.  A 
discussion of these and other changes in both governmental and business-type activities is presented 
on the following pages. 
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Governmental activities.  Governmental activities increased the City’s total net assets by $76.4 
million during fiscal year 2006-2007, compared to a $293.5 million increase during fiscal year 2005-
2006.  Key factors contributing to this year’s increase are as follows: 
 

• Overall, governmental activities’ revenue increased by approximately $43.2 million while 
expenses increased by $139.2 million and net transfers out increased by $121.2 million.  This 
resulted in a net asset increase of $76.4 million for governmental activities at the end of fiscal 
year 2006-2007.   

 
• Expenses for Human Welfare and Neighborhood Development were approximately $107.3 

million less in fiscal year 2006-2007 as compared to the prior year.  This was partially due to 
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a one-time increase in the allowance for uncollectible loans account last year because of a 
change in accounting policy for the City’s low-income housing program. At the government-
wide level, this was approximately $160 million offset by this year’s increase in expenses of 
$53 million for personnel, grants, and other administrative expenses.  

 
• Property tax revenue increased significantly by $110.8 million or 10.9 percent during the 

fiscal year.  Most of this growth is due to a 7.6 percent increase in net assessed valuations in 
fiscal year 2006-2007 as compared to fiscal year 2005-2006, the expiration of ERAF III (the 
State is shifting the property taxes from the City to the Educational Revenue Augmentation 
Fund for Schools), and 1.9 percent increase due to escape billings and supplemental billings.  

 
• Business tax revenue increased $14.4 million or 4.5 percent, due largely to wage growth as 

well as moderate employment growth.  San Francisco had 12,200 more jobs in calendar year 
2006 as compared to calendar year 2005, representing an annual growth in jobs of 2.4 
percent. 

 
• Revenues from other local taxes, which includes real property transfer tax, hotel, sales, utility 

users and parking tax, increased by $73.2 million or 12.3 percent.  The largest components of 
growth were hotel tax (up $20.4 million or 11.7 percent), real property transfer tax (up $12.7 
million or 9.7 percent), local sales tax (up $9.6 million or 5.5 percent).  Factors contributing to 
this growth include increased hotel occupancy and average daily room rates, increased 
transfer tax revenues associated with increased property sales activity, increasing sales 
activity and increased parking tax collections due to higher parking demand and rate 
increases. On a related note, in fiscal year 2006-2007, the implementation of Ordinance No. 
71-07 transferred the 40 percent or $25.9 million parking tax allocation related to public 
transit (which formerly accrued directly to the MTA) to the General Fund with an associated 
transfer out to the MTA in lieu of the parking tax.   

 
• Interest and investment income improved by about $15.1 million or 21.2 percent during the 

year primarily due to higher interest rates during the period.  The earned yield on City pooled 
investments increased nearly 24 percent from 4.2 percent to 5.2 percent.  In general, these 
returns reflect the City’s concentration of investments in Treasury Bills and Notes and other 
short-term investments combined with increasing interest rates from the Federal Reserve.  At 
the fiscal year end, deposits and investments for governmental activities with the City 
Treasury were $1.35 billion, a 10.7 percent decrease over the previous year. 

 
• Operating grants and contributions increased by $67.3 million or 7.8 percent during fiscal 

year 2006-2007.  This included additional Homeland Security funds of close to $12.7 million 
for public works, transportation and commerce and approximately $3.8 million for public 
protection.  Grant increases to other public protection programs were approximately $7.0 
million. Federal grants for community development and housing programs increased by about 
$14.2 million and state funds for health and welfare programs rose by close to $20.0 million. 
The City also realized an additional $4.5 million in fiscal year 2006-2007 for state mandated 
programs, and $5.7 million for election support. 

 
• The capital grants and contributions revenue significant decrease of $197.9 million is 

primarily due to recognition of the City’s newly rebuilt de Young Museum in 2005-2006 which 
was constructed with private funding through an independent non-profit corporation.  Apart 
from this major contribution change year-over-year, the revenue for fiscal year 2006-2007 
was at the same level as the previous fiscal year.  

 
• Net transfers to business-type activities were $451.2 million in fiscal year 2006-2007, a net 

$121.2 million increase over fiscal year 2005-2006.  These transfers included a net increase 
of $41.7 million and $7.0 million to Laguna Honda Hospital to support for re-construction of 
the hospital and operating subsidy respectively; a $36.4 million net increase to San Francisco 
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General Hospital Medical Center related to increased General Fund support; a $35.3 million 
net increase to MTA, of which $25.9 million was due to the change in parking tax budgeting 
discussed earlier and the remaining due to higher baseline funding.  In addition, there was a 
net decrease of $1.8 million in Airport transfers, and Water recorded a one-time net transfer 
of $9.7 million to the Governmental activities for the acquisition of land. 

 
The charts shown previously illustrate the City’s governmental expenses and revenues by function, 
and its revenues by source.  As shown, public protection is the largest function in expense (28.2 
percent), followed by human welfare and neighborhood development (24.3 percent), and community 
health (16.7 percent).  General revenues such as property, business, and sales taxes are not shown 
by program, but are used to support program activities citywide.  For governmental activities, property 
taxes were the largest single source of funds (31.2 percent) in fiscal year 2006-2007, as compared to 
28.4 percent in fiscal year 2005-2006.  In addition, operating grants and contributions were the 
second largest source of funds (25.7 percent) in fiscal year 2006-2007 slightly increased from 24.1 
percent in fiscal year 2005-2006.  The ratios for other revenue categories shifted only slightly from the 
prior fiscal year 2005-2006: business taxes (9.3 percent vs. 9.1 percent in the prior year), other local 
taxes (18.5 percent versus 16.7 percent in the prior year), and charges for services (10.6 percent 
versus 11.2 percent in the prior year).  The changes in ratios are partly due to the decrease in capital 
contributions this year which was previously discussed. 
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Catalog of Federal Amount State Expenditures
Domestic Assistance Federal Provided to for Certain

Federal Grantor/Pass-Through Grantor/Program Title Number (CFDA) Expenditures Subrecipients HHS Programs

U.S. DEPARTMENT OF AGRICULTURE
Direct Programs:

Child and Adult Care Food Program 10.558 5,995$               -$                       -$                       
Food Stamp Program Outreach Grants 10.580 68,000               -                         -                         

Sub-Total of Direct Programs 73,995               -                         -                         

Pass-Through Program, Girls 2000:
Community Food Projects 10.225 27,120               -                         -                         

Pass-Through Programs, State of California, Department of Social Services:
Food Stamp Cluster:

Food Stamps 10.551 39,482,323        -                         -                         
State Administrative Matching Grants for Food Stamp Program 10.561 21,820,381        12,692,345        -                         

Sub-Total of Food Stamp Cluster 61,302,704        12,692,345        -                         

Pass-Through Program, State of California, Department of Health and Human Services:
Special Supplemental Nutrition Program for Women, Infants, and Children 10.557 2,101,443          862                    -                         

Pass-Through Program, State of California, Department of Education:
Summer Food Service Program for Children 10.559 559,807             130,716             -                         

 Sub-Total of Pass-Through Programs 63,963,954        12,823,923        -                         

TOTAL U.S. DEPARTMENT OF AGRICULTURE 64,065,069        12,823,923        -                         

U.S. DEPARTMENT OF COMMERCE
Direct Program:

Economic Adjustment Assistance 11.307 133,426             -                         -                         

TOTAL U.S. DEPARTMENT OF COMMERCE 133,426             -                         -                         

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Direct Programs:

Community Development Block Grants/Entitlement Grants 14.218 24,825,167        18,717,229        -                         
Emergency Shelter Grants Program 14.231 911,295             833,550             -                         
Supportive Housing Program 14.235 8,295,176          7,118,207          -                         
Shelter Plus Care 14.238 4,352,243          4,320,894          -                         
Home Investment Partnerships Program 14.239 85,441,170        13,910,921        -                         
Community Development Block Grants/Brownfields Economic Development Initiative 14.246 990,000             990,000             -                         
Community Development Block Grants-Section 108 Loan Guarantees 14.248 27,852               -                         -                         
Economic Development Initiative-Special Project, Neighborhood Initiative 

and Miscellaneous Grants 14.251 361,463             -                         -                         
Lead Based Paint Hazard Control In Privately-Owned Housing 14.900 2,501,886          -                         -                         

TOTAL U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 127,706,252       45,890,801        -                         

U.S. DEPARTMENT OF INTERIOR
Direct Program:

Urban Park and Recreation Recovery Program 15.919 500,000             -                         -                         

Pass-Through Programs, State of California, Department of Boating and Waterways:
Clean Vessel Act Grant 15.616 34,298               -                         -                         

Pass-Through Programs, State of California, State Agency of California State Parks:
Outdoor Recreation Acquisition, Development, and Planning 15.916 80,000               -                         -                         

 Sub-Total of Pass-Through Programs 114,298             -                         -                         

TOTAL U.S. DEPARTMENT OF INTERIOR 614,298             -                         -                         

U.S. DEPARTMENT OF JUSTICE
Direct Programs:

Comprehensive Approaches to Sex Offender Management Discretionary 
Grant (CASOM) 16.203 42,399               9,572                 -                         

Supervised Visitations, Safe Havens for Children 16.527 74,837               74,837               -                         
Part E - Developing, Testing and Demonstrating Promising New Programs 16.541 125,054             -                         -                         
Missing Children's Assistance 16.543 102,454             76,610               -                         
National Institute of Justice Research, Evaluation, and Development Project Grants 16.560 285,889             -                         -                         
Edward Byrne Memorial State and Local Law Enforcement Assistance 

Discretionary Grants Program 16.580 814,117             496,896             -                         
Grants to Encourage Arrest Policies and Enforcement of Protection Orders 16.590 213,808             106,892             -                         
Community Capacity Development Office 16.595 89,477               50,000               -                         
State Criminal Alien Assistance Program 16.606 1,212,624          -                         -                         
Bulletproof Vest Partnership Grant 16.607 4,671                 -                         -                         
Community Prosecution and Project Safe Neighborhoods 16.609 207,072             -                         -                         
Public Safety Partnership and Community Policing Grants 16.710 6,117,074          -                         -                         
Gang Resistance Education and Training 16.737 142,805             38,102               -                         
Edward Byrne Memorial Justice Assistance Grant Program 16.738 418,835             64,003               -                         
Paul Coverdell Forensic Sciences Improvement Grant Program 16.742 56,451               -                         -                         

Sub-Total of Direct Programs 9,907,567          916,912             -                         
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Catalog of Federal Amount State Expenditures
Domestic Assistance Federal Provided to for Certain

Federal Grantor/Pass-Through Grantor/Program Title Number (CFDA) Expenditures Subrecipients HHS Programs

U.S. DEPARTMENT OF JUSTICE (Continued)
Pass-Through Programs, State of California, Office of Emergency Services:

Crime Victim Assistance 16.575 486,671             -                         -                         
Violence Against Women Formula Grants 16.588 351,950             -                         -                         
Community Prosecution and Project Safe Neighborhoods 16.609 64,271               20,000               -                         
Edward Byrne Memorial Justice Assistance Grant Program 16.738 256,418             -                         -                         
Anti Gang Initiative 16.744 29,901               -                         -                         

Pass-Through Programs, State of California, State Correction and Standards Authority:
Juvenile Accountability Incentive Block Grants 16.523 108,305             -                         -                         
Juvenile Justice and Delinquency Prevention 16.540 199,660             190,000             -                         

Pass-Through Programs, University of California San Francisco:
Part E - Developing, Testing and Demonstrating Promising New Programs 16.541 143,838             20,000               -                         

 Sub-Total of Pass-Through Programs 1,641,014          230,000             -                         

TOTAL U.S. DEPARTMENT OF JUSTICE 11,548,581        1,146,912          -                         

U.S. DEPARTMENT OF TRANSPORTATION
Direct Programs:

Airport Improvement Program 20.106 36,402,680        -                         -                         
Federal Transit Cluster:

Federal Transit-Capital Investment Grants 20.500 21,590,004        -                         -                         
Federal Transit-Formula Grants 20.507 54,400,412        -                         -                         

Sub-Total of Federal Transit Cluster 75,990,416        -                         -                         

Transportation, Planning, Research and Education 20.931 28,567               -                         -                         

Sub-Total of Direct Programs 112,421,663       -                         -                         

Pass-Through Program, State of California, Department of Transportation:
Highway Planning and Construction 20.205 9,970,848          -                         -                         
State Planning and Research 20.515 25,855               -                         -                         

Pass-Through Program, Transbay Joint Powers Authority:
Federal Transit-Formula Grants 20.507 1,349,318          -                         -                         

Pass-Through Program, State of California, Office of Traffic Safety:
State and Community Highway Safety 20.600 1,003,920          239,959             -                         

Sub-Total of Pass-Through Programs 12,349,941        239,959             -                         

TOTAL U.S. DEPARTMENT OF TRANSPORTATION 124,771,604       239,959             -                         

NATIONAL FOUNDATION ON THE ARTS & HUMANITIES
Pass-Through Program, California State Library

Grants to States 45.310 9,632                 -                         -                         

TOTAL NATIONAL FOUNDATION ON THE ARTS & HUMANITIES 9,632                 -                         -                         

U.S. ENVIRONMENTAL PROTECTION AGENCY
Direct Programs:

Surveys, Studies, Investigations, Demonstrations and Special Purpose 
Activities Relating to the Clean Air Act 66.034 15,200               -                         -                         

Beach Monitoring and Notification Program Implementation Grants 66.472 22,989               -                         -                         
Environmental Justice Small Grant Program 66.604 18,068               -                         -                         
Protection of Children and Older Adults (Elderly) from Environmental Health Risks 66.609 3,892                 1,730                 -                         
Source Reduction Assistance 66.717 20,972               -                         -                         

Sub-Total of Direct Program 81,121               1,730                 -                         

Pass-Through Programs, State of California, State Water Control Resources Board:
Leaking Underground Storage Tank Trust Fund Program 66.805 423,415             -                         -                         
Solid Waste Management Assistance 66.808 7,423                 -                         -                         

Sub-Total of Pass-Through Programs 430,838             -                         -                         

TOTAL U.S. ENVIRONMENTAL PROTECTION AGENCY 511,959             1,730                 -                         

U.S. DEPARTMENT OF ENERGY
Pass-Through Programs, State of California, Office of Emergency Services:

Energy Efficiency and Renewable Energy Information Dissemination, Outreach,
Training and Technical Analysis/Assistance 81.117 70,116               -                         -                         

TOTAL U.S. DEPARTMENT OF ENERGY 70,116               -                         -                         

U.S. DEPARTMENT OF EDUCATION
Direct Program:

Literacy Programs for Prisoners 84.255 312,929             234,594             -                         

TOTAL U.S. DEPARTMENT OF EDUCATION 312,929             234,594             -                         
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Catalog of Federal Amount State Expenditures
Domestic Assistance Federal Provided to for Certain

Federal Grantor/Pass-Through Grantor/Program Title Number (CFDA) Expenditures Subrecipients HHS Programs
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Direct Programs:
Injury Prevention and Control Research and State and Community Based Programs 93.136 7,147                 -                         -                         
Consolidated Knowledge Development and Application (KD&A) Program 93.230 432,085             214,189             -                         
Mental Health Research Grants 93.242 246,174             76,824               -                         
Substance Abuse and Mental Health Services-Projects of Regional 

and National Significance 93.243 1,625,405          528,550             -                         
Occupational Safety and Health Research Projects 93.262 166,458             91,997               -                         
Drug Free Communities Support Program 93.276 58,146               13,535               -                         
Drug Abuse Research Programs 93.279 177,623             -                         -                         
Center for Disease Control and Prevention-Investigations and Technical Assistance 93.283 1,380,344          201,274             -                         
Child Support Enforcement Demonstration and Special Projects 93.601 743                    -                         -                         
Centers for Medicare Services, Research, and Medicaid Services (CMS), 

Research, Demonstration and Evaluation 93.779 509,561             422,052             -                         
Child Health and Human Development Extramural Research 93.865 28,687               -                         -                         
Grants to Provide Outpatient Early Intervention Services with Respect to HIV Disease 93.918 521,381             37,546               -                         
HIV Prevention Activities - Health Department Based 93.940 9,109,117          5,579,053          -                         
Human Immunodeficiency Virus (HIV)/Acquired Immunodeficiency Virus 

Syndrome (AIDS) Surveillance 93.944 2,053,958          414,838             -                         

Sub-Total of Direct Programs 16,316,829        7,579,858          -                         

Pass-Through Program, US Conference of Mayors:
Acquired Immunodeficiency Syndrome (AIDS) Activity 93.118 1,243                 -                         -                         

Pass-Through Program, San Francisco Community Clinic Consortium:
Voting Access for Individuals with Disabilities - Grants to States 93.617 98,510               -                         -                         

Pass-Through Program, Secretary of State:
Community Health Centers 93.224 796,670             -                         -                         

Pass-Through Programs, State of California, Department of Aging:
State and Territorial & Technical Assistance Capacity Development -

Minority HIV/AIDS Demonstration Program 93.006 239,998             63,402               -                         
Special Programs for the Aging-Title VII, Chapter 3-Programs for

Prevention of Elder Abuse, Neglect and Exploitation 93.041 15,309               15,309               686                    
Special Programs for the Aging-Title VII, Chapter 2-Long Term Care

Ombudsman Services for Older Individuals 93.042 31,593               31,593               3,951                 
Special Programs for the Aging Title III, Part D-Disease Prevention and 

Health Promotion Services 93.043 64,379               64,379               2,866                 

Special Programs for the Aging Cluster:
Special Programs for the Aging-Title III, Part B-Grants for Supportive

Services and Senior Centers 93.044 1,090,119          610,713             123,695             
Special Programs for the Aging-Title III, Part C-Nutrition Services 93.045 1,375,797          1,375,797          966,809             
Nutritional Services Incentive Program 93.053 1,032,155          1,032,155          -                         

Sub-Total of Special Programs for the Aging Cluster 3,498,071          3,018,665          1,090,504          

National Family Caregiver Support 93.052 441,484             401,706             -                         
Comprehensive Community Mental Health Services for Children with 

Serious Emotional Disturbances (SED) 93.104 1,799,219          834,665             -                         
Centers for Medicare Services, Research, and Medicaid Services (CMS), 

Research, Demonstration and Evaluation 93.779 66,479               66,479               238,089             

Pass-Through Programs, State of California, Department of Health and Human Services:
Public Health and Social Services Emergency Fund 93.003 626,870             -                         -                         
Project Grants and Cooperative Agreements for Tuberculosis Control Programs 93.116 2,984,785          1,449,352          -                         
Projects for Assistance in Transition from Homelessness (PATH) 93.150 525,451             230,644             -                         
Coordinated Services and Access to Research for Women, Infants,

Children, and Youth 93.153 104,009             -                         -                         
Childhood Lead Poisoning Prevention Projects - State and Local Childhood Lead 

Poisoning Prevention and Surveillance of Blood Lead Levels in Children 93.197 209,848             -                         -                         
Immunization Grants 93.268 473,126             196,652             -                         
Medical Assistance Program 93.778 35,023,293        1,106,428          -                         
National Bioterrorism Hospital Preparedness Program 93.889 406,823             -                         -                         
HIV Emergency Relief Project Grants 93.914 28,755,430        24,320,412        -                         
HIV Care Formula Grants 93.917 1,242,313          597,639             -                         
Special Project of National Significance 93.928 83,595               -                         -                         
HIV Demonstration, Research, Public and Professional Education Projects 93.941 204,433             164,567             -                         
Epidemiologic Research Studies of Acquired Immunodeficiency Syndrome 

(AIDS) and Human Immunodeficiency Virus (HIV) Infection in 
Selected Population Groups 93.943 575,046             37,368               -                         

Assistance Programs for Chronic Disease Prevention and Control 93.945 749,047             391,908             -                         
Preventive Health Services- Sexually Transmitted Diseases Control Grants 93.977 1,894,096          361,794             -                         
Preventive Health and Health Services Block Grant 93.991 2,046,590          -                         -                         
Maternal and Child Health Services Block Grant to the States 93.994 1,765,796          408,781             -                          
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Catalog of Federal Amount State Expenditures
Domestic Assistance Federal Provided to for Certain

Federal Grantor/Pass-Through Grantor/Program Title Number (CFDA) Expenditures Subrecipients HHS Programs
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES (Continued)

Pass-Through Programs, State of California, Department of Social Services:
Promoting Safe and Stable Families 93.556 398,354             398,354             -                         
Temporary Assistance for Needy Families 93.558 49,689,558        12,392,466        -                         
Child Support Enforcement 93.563 9,577,338          -                         -                         
Refugee and Entrant Assistance-State Administered Programs 93.566 307,549             132,448             -                         
Child Care and Development Cluster:

Child Care and Development Block Grant 93.575 7,021,370          7,021,370          -                         
Child Care Mandatory and Matching Fund 93.596 110,693             110,693             -                         

Sub-Total of Child Care and Development Cluster 7,132,063          7,132,063          -                         

Refugee and Entrant Assistance-Discretionary Grants 93.576 211,713             127,746             -                         
Refugee and Entrant Assistance-Targeted Assistance Grants 93.584 10,595               10,595               -                         
Child Welfare Services-State Grants 93.645 8,315,438          -                         -                         
Foster Care-Title IV-E 93.658 40,008,455        1,171,899          -                         
Adoption Assistance 93.659 8,340,783          367,007             -                         
Chafee Foster Care Independent Living 93.674 685,614             445,243             -                         

Pass-Through Program, State of California, Department of Mental Health:
Block Grants for Community Mental Health Services 93.958 2,895,464          660,249             -                         

Pass-Through Program, State of California, Department of Alcohol and Drug Programs:
Block Grants for Prevention and Treatment of Substance Abuse 93.959 10,330,033        10,330,033        -                         

Pass-Through Program, California Family Planning Council:
Family Planning Services 93.217 378,154             -                         -                         

Pass-Through Program, University of California, San Francisco:
Microbiology and Infectious Diseases Research 93.856 739,494             -                         -                         

Pass-Through Program, Public Health Foundation Enterprise:
Allergy, Immunology and Transplantation Research 93.855 64,270               -                         -                         

Sub-Total of Pass-Through Programs 223,808,381       66,929,846        1,336,096          

TOTAL U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 240,125,210       74,509,704        1,336,096          

CORPORATION FOR NATIONAL AND COMMUNITY SERVICES
Direct Program:

Retired and Senior Volunteer Programs 94.002 49,704               -                         -                         
TOTAL CORPORATION FOR NATIONAL AND COMMUNITY SERVICES 49,704               -                         -                         

SOCIAL SECURITY ADMINISTRATION
Direct Program:

Social Security Research and Demonstration 96.007 98,457               62,458               -                         

TOTAL SOCIAL SECURITY ADMINISTRATION 98,457               62,458               -                         

U.S. DEPARTMENT OF HOMELAND SECURITY
Direct Programs:

Urban Areas Security Initiative 97.008 1,980,748          4,810,328          -                         
Assistance to Firefighters Grant 97.044 331,395             40,000               -                         
Metropolitan Medical Response System 97.071 120,161             -                         -                         
National Explosive Detection Canine Team Program 97.072 27,503               -                         -                         

Sub-Total of Direct Programs 2,459,807          4,850,328          -                         

Pass-Through Programs, State of California, Governor's Office of Homeland Security:
Homeland Security Cluster:

State Domestic Preparedness Equipment Support Program 97.004 2,127,700          -                         -                         
Homeland Security Grant Program 97.067 9,078,268          853,278             -                         

Sub-Total of Homeland Security Cluster 11,205,968        853,278             -                         

Urban Areas Security Initiative 97.008 25,315,066        -                         -                         
Pre-Disaster Mitigation (PDM) Competitive Grants 97.017 3,869,525          -                         -                         
Hazard Mitigation Grant Program 97.039 1,041,889          -                         -                         
Rail and Transit Security Grant Program 97.075 544,332             -                         -                         
Buffer Zone Protection Plan 97.078 18,773               -                         -                         

Pass-Through Program, UC Lawrence Livermore National Laboratory:
Pilot Demonstration or Earmarked Projects 97.001 7,789,319          -                         -                         

Pass-Through Programs, State of California, Governor's Office of Emergency Services:
Emergency Management Performance Grants 97.042 119,278             -                         -                         

Pass-Through Program, California Department of Boating and Waterways:
Boating Safety Financial Assistance 97.012 1,552                 -                         -                         

Sub-Total of Pass-Through Programs 49,905,702        853,278             -                         

TOTAL U.S. DEPARTMENT OF HOMELAND SECURITY 52,365,509        5,703,606          -                         

TOTAL EXPENDITURES OF FEDERAL AWARDS 622,382,746$     140,613,687$     1,336,096$        
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1. GENERAL 
 

The schedule of expenditures of federal and state awards (Schedule) includes the federal grant 
activity and certain state grant expenditures of the City and County of San Francisco (the City). 
All federal awards received directly from federal agencies as well as federal awards passed 
through other governmental and educational agencies are included in this Schedule except for 
assistance related to Medical Assistance (Medical) and Medicare Hospital Insurance (Medicare) 
(see Note 5). In addition, the Schedule includes state awards related to the grants passed 
through by the State of California, Department of Aging, as required by the grant agreements. 
 
The basic financial statements include the operations of the San Francisco Redevelopment 
Agency (Agency), which expended $8,491,933, in federal awards that are not included in the 
accompanying Schedule for the year ended June 30, 2007. The Agency issued a separate single 
audit report. 
 

2. BASIS OF ACCOUNTING 
 

The accompanying Schedule is presented using the modified accrual basis of accounting for 
program expenditures accounted for in the governmental funds and the accrual basis of 
accounting for program expenditures accounted for in the proprietary funds as described in Note 
2(b) of the City’s basic financial statements, with the exception of the HOME Investment 
Partnership Program (see Note 7).  

 
3. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS 
 

Amounts reported in the accompanying Schedule agree or can be reconciled with amounts 
reported in the related federal award reports. 

 
4. RELATIONSHIP TO BASIC FINANCIAL STATEMENTS 
 

Federal award expenditures agree or can be reconciled with the amounts reported in the City’s 
basic financial statements. 

 
5. MEDICAL AND MEDICARE 
 

Direct Medical and Medicare expenditures are excluded from the Schedule. These expenditures 
represent fees for services and are not included in the Schedule or in determining major 
programs. The City assists the State in determining eligibility and provides Medical and Medicare 
services through City-owned facilities. Administrative costs related to Medical and Medicare are, 
however, included in the Schedule under the Medical Assistance Program (Federal CFDA 
number 93.778). 

 
6. FOOD COUPONS  
 

The City issued food coupons valued at $39,482,323 for the year ended June 30, 2007, which are 
included in the accompanying Schedule. This amount is for information only as receipts and 
issuances of food coupons are not recorded in the City’s financial records. 
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7. LOANS OUTSTANDING 
 

The City participates in certain federal award programs that sponsor revolving loan programs, 
which are administered by the City. These programs maintain servicing and trust arrangements 
with the City to collect loan repayments. The funds are returned to the programs upon repayment 
of the principal and interest. The federal government has imposed certain continuing compliance 
requirements with respect to the loans rendered under the HOME Investment Partnership 
Program (HOME). During the fiscal year ended June 30, 2007, the City expended $15,841,974 
for new loans under this program. As of June 30, 2007, the total amount of HOME loans 
outstanding was $85,441,170, which is included in the Schedule (Federal CFDA number 14.239.) 

 
8. SAN FRANCISCO MUNICIPAL RAILWAY 
 

The San Francisco Municipal Railway (MUNI) federal expenditures were separately audited by 
other auditors. Expenditures for the programs of the MUNI listed below are taken from the 
separately issued single audit report. MUNI’s federal programs are as follows: 
 

CFDA Federal
Program Title Number Expenditures

Federal Transit Cluster:
Federal Transit-Capital Investment Grants 20.500 21,590,004$        
Federal Transit-Formula Grants 20.507 55,749,730          

Subtotal Federal Transit Cluster 77,339,734$        
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9. CALIFORNIA DEPARTMENT OF AGING (CDA) SINGLE AUDIT 
REPORTING REQUIREMENTS 

 
The terms and conditions of agency contracts with CDA require agencies to display state-funded 
expenditures discretely along with the related federal expenditures. CDA grant expenditures that 
involve federal funding have been presented in the Schedule. For state grants not involving 
federal funding, the amounts are to be displayed separately. The following schedule is presented 
to comply with these requirements. 

Federal Grantor
Pass-through Grantor Grant CFDA Expenditures

Program Title Code GRDTL No. State Federal

U.S. Department of Health & Human Services 
   Passed through CA Department of Aging

Special Programs for the Aging-Title VII, 
Chapter 3-Programs for Prevention of 
Elder Abuse, Neglect and Exploitation AGELAB 07 93.041 686$              15,309$         

Special Programs for the Aging-Title VII, 
Chapter 2-Long Term Care Ombudsman 
Services for Older Individuals AGSUPP 077A 93.042 3,951             31,593           

Special Programs for the Aging Title III, 
Part D-Disease Prevention and Health 
Promotion Services AGNUTR 073D 93.043 2,866             64,379           

Special Programs for the Aging-Title III, 
Part B-Grants for Supportive Services 
and Senior Centers AGSUPP 073B 93.044 123,695         1,090,119      

Special Programs for the Aging-Title III, 
Part C-Nutrition Services AGNUTR 07C1 93.045 363,693         890,664         

Special Programs for the Aging-Title III, 
Part C-Nutrition Services AGNUTR 07C2 93.045 603,116         485,133         

Centers for Medicare Services, Research, 
and Medicaid Services (CMS), Research, 
Demonstration and Evaluation AGCBSP 07HI 93.779 170,830         19,900           

Centers for Medicare Services, Research, 
and Medicaid Services (CMS), Research, 
Demonstration and Evaluation AGCBSP 07MM 93.779 67,259           46,579           

Subtotal 1,336,096      2,643,676$    

State Awards - California Department of Aging:
Alzheimer's AGCBSP 07AL n/a 206,269         
CBSP - Brown Bag AGCBSP 07BB n/a 23,337           
CBSP - Linkages AGCBSP 07LI n/a 237,411         
Senior Companion FY 06-07 AGCBSP 07SC n/a 24,585           
Medicaid Penalty Citations Ombudsman AGOBMC 07 n/a 39,841           

Total Expenditures of CDA Awards 1,867,539$    
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10. PROGRAM TOTALS 
 

The schedule of expenditures of federal awards does not summarize programs that receive 
funding from various funding sources. The following table summarizes these programs by CFDA 
numbers. 
 

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

(a) CFDA number 16.541 - Part E - Developing, Testing and Demonstrating 
Promising New Programs
U.S. Department of Justice 125,054$         
University of California San Francisco 143,838           

Program Total 268,892$        

(b) CFDA number 16.609 - Community Prosecution and Project Safe 
Neighborhoods
U.S. Department of Justice 207,072$         
State of California, Office of Emergency Services 64,271             

Program Total 271,343$        

(c) CFDA number 16.738 - Edward Byrne Memorial Justice Assistance 
Grant Program
U.S. Department of Justice 418,835$         
State of California, Office of Emergency Services 256,418           

Program Total 675,253$        

(d) CFDA numbers 20.500 and 20.507 - Federal Transit Cluster
20.500 - U.S. Department of Transportation 21,590,004$    
20.507 - U.S. Department of Transportation 54,400,412      
20.507 - Transbay Joint Powers Authority 1,349,318        

Program Total 77,339,734$    

(e) CFDA number 93.779 - Centers for Medicare Services, Research, and 
Medicaid Services (CMS), Research, Demonstration and Evaluation
U.S. Department of Health and Human Services 509,561$         
State of California, Department of Aging 66,479             

Program Total 576,040$        

(f) CFDA number 97.008 - Urban Areas Security Initiative
U.S. Department of Homeland Security 1,980,748$      
State of California, Governor's Office of Homeland Security 25,315,066      

Program Total 27,295,814$    
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The Honorable Mayor Gavin Newsom 
The Honorable Members of the Board of Supervisors 
City and County of San Francisco, California 
 

Independent Auditor’s 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 
 
We have audited the accompanying 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 and County of San Francisco, California (the City), as of and for the 
year ended June 30, 2007, which collectively comprise the City’s basic financial statements as listed in 
the table of contents. Our report was modified to include a reference to other auditors. These financial 
statements are the responsibility of the City’s management. Our responsibility is to express opinions on 
these financial statements based on our audit. Other auditors audited the financial statements of the San 
Francisco International Airport, San Francisco Water Enterprise, Hetch Hetchy Water and Power, San 
Francisco Municipal Railway, the Parking Garage Corporations, San Francisco Wastewater Enterprise, 
Port of San Francisco, San Francisco Market Corporation, City and County of San Francisco Finance 
Corporation, Employees’ Retirement System, Health Service System, and the San Francisco 
Redevelopment Agency, 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, 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. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we 
identified a certain deficiency in internal control over financial reporting that we consider to be a significant 
deficiency. 
 
A control deficiency 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 significant deficiency is a control deficiency, or combination of control 
deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or report 
financial data reliably in accordance with generally accepted accounting principles such that there is more 
than a remote likelihood that a misstatement of the entity’s financial statements that is more than 
inconsequential will not be prevented or detected by the entity’s internal control. We consider the 
deficiency described in the accompanying schedule of findings and questioned costs as finding 2007-A, 
to be a significant deficiency in internal control over financial reporting. 
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that a material misstatement of the financial statements will not be 
prevented or detected by the entity’s internal control. 
 
Our consideration of internal 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 deficiencies and, accordingly, would not necessarily disclose all significant 
deficiencies that are also considered to be material weaknesses. However, we believe the significant 
deficiency above is not a material weakness. 
 
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. 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 21, 2007. 
 
The City’s responses 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. 
 
This report is intended solely for the information and use of the Board of Supervisors, City management, 
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. 
 
 
 
Certified Public Accountants 
 
Walnut Creek, California 
December 21, 2007 
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The Honorable Mayor Gavin Newsom 
The Honorable Members of the Board of Supervisors 
City and County of San Francisco, California 

 
Independent Auditor’s Report on Compliance with Requirements  

Applicable to Each Major Program and Internal Control Over 
Compliance in Accordance With OMB Circular A-133 

 
Compliance 
 
We have audited the compliance of the City and County of San Francisco, California (City) with the types 
of compliance requirements described in the OMB Circular A-133 Compliance Supplement that are 
applicable to each of its major federal programs for the year ended June 30, 2007. 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. 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 
responsibility is to express an opinion on the City’s compliance based on our audit.  
 
The City’s basic financial statements include the operations of the San Francisco Redevelopment Agency 
(Agency) and the San Francisco Municipal Railway (MUNI), which expended $8,491,933 and 
$77,339,734, respectively, in federal awards. The expenditures of the Agency are not included in the 
schedule of expenditures of federal and state awards for the year ended June 30, 2007. MUNI’s 
expenditures are included in the schedule of federal and state awards for the year ended June 30, 2007. 
Our audit, described below, did not include the operations of the Agency and MUNI because the Agency 
and the MUNI engaged other auditors to perform an audit in accordance with OMB Circular A-133, Audits 
of States, Local Governments, and Non-Profit Organizations. MUNI’s expenditures 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 MUNI, is based on the report of the other auditors.  
 
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 and the report of other auditors of MUNI 
provide a reasonable basis for our opinion. Our audit does not provide a legal determination of the City's 
compliance with those requirements. 
 
As described in item 2007-04 in the accompanying schedule of findings and questioned costs, the City 
did not comply with requirements regarding site reviews that are applicable to its Summer Food Services 
Program for Children (CFDA number 10.559). Compliance with such requirements is necessary, in our 
opinion, for the City to comply with the requirements applicable to that program.  
 
In our opinion, except for the noncompliance described in the preceding paragraph, the City complied, in 
all material respects, with the requirements referred to above that are applicable to each of its major 
federal programs for the year ended June 30, 2007. The results of our auditing procedures also disclosed 
other instances of noncompliance with those requirements, which are required to be reported in 
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accordance with OMB Circular A-133 and which are described in the accompanying schedule of findings 
and questioned costs as items 2007-01 through 2007-03 and 2007-05. 
 
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, 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. 
 
Our consideration of internal control over compliance was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in the City’s internal control that 
might be significant deficiencies or material weaknesses as defined below. However, as discussed below, 
we identified certain deficiencies in internal control over compliance that we consider to be significant 
deficiencies and others that we consider to be material weaknesses. 
 
A control deficiency in an entity's internal control over compliance 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 noncompliance with a type of compliance requirement of a federal program 
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, 
that adversely affects the entity's ability to administer a federal program such that there is more than a 
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is 
more than inconsequential will not be prevented or detected by the entity's internal control. We consider 
the deficiencies in internal control over compliance described in the accompanying schedule of findings 
and questioned costs as items 2007-01 and 2007-03 through 2007-05 to be significant deficiencies.  
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that material noncompliance with a type of compliance requirement of a 
federal program will not be prevented or detected by the entity's internal control. Of the significant 
deficiencies in internal control over compliance described in the accompanying schedule of findings and 
questioned costs, we consider items 2007-04 and 2007-05 to be material weaknesses. 
 
The City's responses 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.  
 
This report is intended solely for the information and use of the Board of Supervisors, City management, 
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. 
 
 
 
Certified Public Accountants 
 
Walnut Creek, California 
February 29, 2008, except for the expenditures  

of federal awards of the San Francisco Municipal  
Railway, which is dated November 26, 2007 
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Section I – Summary of Auditor’s Results 
 
Financial Statements: 
 

Type of auditor’s report issued:  Unqualified 
   
Internal control over financial reporting:   
   
• Material weaknesses identified?   No 
• Significant deficiencies identified that are 

not considered to be material weaknesses 
 Yes 

   
Noncompliance material to financial   
 statements noted?  No 

 
Federal Awards: 
 

Internal control over major programs: 
   
• Material weaknesses identified?  Yes 
• Significant deficiencies identified that are 

not considered to be material weaknesses 
 Yes 

   
Type of auditor’s report issued on compliance 
for major programs 

 Qualified 

   
Any audit findings disclosed that are required   
 to be reported in accordance with section   
 510(a) of Circular A-133?  Yes 

 
 Identification of major programs: 

   
Summer Food Services Program for Children  10.559 
Supportive Housing Program  14.235 
Shelter Plus Care  14.238 
Supportive Housing for the Elderly (Section 202)  14.246 
Lead Based Paint Hazard Control Program  14.900 
Urban Park and Recreation Recovery  15.919 
Highway Planning and Construction  20.205 
Federal Transit Cluster  20.500/20.507 
Comprehensive Community Mental Health Services  93.104 
Temporary Assistance to Needy Families  93.558 
Child Support Enforcement  93.563 
Adoption Assistance  93.659 
HIV/AIDS Virus Surveillance  93.944 
Assistance Programs for Chronic Disease Prevention and Control  93.945 
Substance Abuse Prevention and Treatment Block Grant  93.959 
Pre-Disaster Mitigation (PDM) Competitive Grants  97.017 
   
Dollar threshold used to distinguish  
 between Types A and B programs: 

  
$3,000,000 

   
Auditee qualified as a low-risk auditee under Section 530  
 of OMB Circular A-133: 

 Yes 
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Section II – Financial Statement Findings 
 
Finding No. 2007-A Fund Financial Statements Revenue Recognition Procedures under 

Modified Accrual Basis of Accounting 
 
Criteria: 
Governmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting. Under the modified accrual basis of accounting, 
revenues are recognized when they are “susceptible to accrual”, that is when they are both measurable 
and available to finance expenditures of the fiscal period. As disclosed in Note 2 (b) to the City’s basic 
financial statements, it is the City’s policy to recognize revenues other than property tax revenues when 
available, which is defined as “generally” collected within 120 days after year-end. Governmental 
accounting principles generally accepted in the U.S. (GAAP) require property taxes to be recognized as 
revenue if collected within a 60-day availability period, and allows longer availability periods for other 
revenue sources.  Under GAAP, “available” means collectible within the current period or soon enough 
thereafter to be used to pay the City’s liabilities of the current period.  Application of the "susceptibility to 
accrual" criterion requires judgment, consideration of the materiality of the item in question, and due 
regard for the practicality of accrual, as well as consistency in application.  
 
Observation: 
During our audit, we noted that certain departments did not consistently follow the City’s 120-day 
availability revenue recognition policy under the modified accrual basis of accounting.  Also, we noted that 
the City does not have an efficient process to evaluate the collectibility of receivable balances to properly 
recognize related revenue. We and staff in the Controller’s Office’s Systems and Reporting Unit spent 
considerable time and effort reconciling departmental detailed schedules to the general ledger because 
departments did not consistently follow the City’s revenue recognition policies. The results of the final 
year-end analysis indicated that the City should defer $8.2M in general fund revenues and $15.5M in 
nonmajor governmental fund revenues for fiscal year 2007.  In addition, the analysis indicated that there 
were errors in the prior year analysis, in which $17.2M in general fund revenues and $1.8M in other 
nonmajor governmental fund revenues should have been deferred in fiscal year 2006.  These errors were 
not corrected in the fiscal year 2007 financial statements because they were deemed to be immaterial by 
management. However, there is still more than a remote likelihood that a misstatement of the City’s 
financial statements that is more than inconsequential will not be prevented or detected in the future. 
 
Recommendation: 
We recommend that the Controller’s Office continue training departments on the application of the 
availability criterion for financial reporting purposes and emphasize the importance of consistent 
treatment. The training should emphasize that GAAP financial reporting is separate and distinct from 
budgetary reporting.  Management should also consider re-evaluating the current policy of the 120-day 
availability period for reasonableness in relation to GAAP guidance. Such consideration may include 
using a single availability period for all revenue sources for financial reporting and should be determined 
independent of budgetary reporting. In addition, the Controller’s Office should establish a review process 
at the end of the availability period to compare significant governmental year-end revenue accruals with 
remittances received to date. Departments that show significant variances in collections of receivables 
should provide documentation supporting the validity and propriety of the revenue recorded in 
accordance with the City’s policy.  
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Section II – Financial Statement Findings (Continued) 
 
Finding No. 2007-A (Continued) 
 
Management Response: 
We believe that the City follows its established policy, but that it may need to be clarified with 
departments to ensure the consistency of its application.  Clearly defined, the City’s revenue recognition 
policy defines available as “generally” collected within 120 days after year-end, in that a significant portion 
of our revenues are collected within the 120 days and the remaining uncollected amounts are very 
insignificant in relation to the total revenues of the City’s general fund of $2.6 billion in fiscal year 2007, 
and $2.5 billion in fiscal year 2006.  We plan to clarify our policy with departments by enforcing the strict 
120-day availability periods for governmental revenues other than property taxes, with the exception of 
delays in collections due to highly unusual circumstances for which recognition would be allowed after the 
120 days. 
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Section III – Federal Award Findings and Questioned Costs 
 
Finding No. 2007-01 –  U.S. Department of Health and Human Services 

Temporary Assistance for Needy Families (TANF) (CFDA# 93.558) 
Adoption Assistance (CFDA# 93.659) 
Passed Through the State of California, Department of Social Services 
Allowable Costs/Cost Principles 

 
Criteria: 
Federal and State guidelines require equitable distribution of costs among programs such that all 
programs pay their fair share of applicable administrative costs. The State requires all California counties 
to submit the County Expense Claim (CEC) quarterly, which summarizes and allocates administrative 
costs incurred by counties for various social service programs. County employees are required to prepare 
time studies quarterly which are used as the basis of allocating costs to the various programs claimed. If 
a program benefits from a cost factor (e.g. caseworker, space, supplies, telephones, computer systems, 
etc.), that program is allocated a proportionate share of those costs via the ratios created in the CEC from 
the employee time study hours. Time studies are required to be reviewed and signed by a supervisor. 
 
Condition: 
During our audit of the CEC, we selected 40 Time Study Sheets and noted 8 errors related to the 
accurate capture of time study hours: 
 6 time studies were not recorded correctly in the City’s time study summary spreadsheet 
 2 time studies were not signed by a supervisor 

 
Effect: 
Mathematical and data entry errors result in incorrect allocation of administrative costs to the programs 
claimed. Missing supervisor signatures indicates of lack of review of allocations, which could result in 
incorrect allocation of costs. 
 
Questioned Costs: 
Indeterminable. The State of California Department of Social Services, as the pass-through grantor, 
reviews the CEC and determines the final funding allocation.  
 
Recommendation: 
We recommend that the Human Services Agency review control procedures over the CEC process and 
educate supervisors on the importance of reviewing time studies for mathematical accuracy prior to 
approving and signing all time studies for employees in their charge. In addition, the Time Study 
Coordinator should verify the mathematical accuracy of the time studies and review them for supervisor 
signature prior to inputting data in the summary spreadsheet. Finally, the summary spreadsheet should 
be reviewed in detail for data entry errors prior to input into the CEC. 
 
Management Response and Corrective Action Plan: 
The Human Services Agency (HSA) concurs with the finding. For the errors found in the sample, HSA 
included the corrections in the adjustment claim that was submitted in January 2008. For the future, HSA 
will remind their supervisors quarterly to stress the importance of signing the time study forms. 
Additionally, the HSA Revenue Manager will conduct and document a spot check of at least 2% of the 
time studies received each quarter for data entry accuracy and signatures on forms. These processes will 
be included in the Revenue Management Unit Procedures Manual. 
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Section III – Federal Award Findings and Questioned Costs (Continued) 
 
Finding No. 2007-02 –  U.S. Department of Health and Human Services 

Temporary Assistance for Needy Families (TANF) (CFDA# 93.558) 
Passed Through the State of California, Department of Social Services 
Special Provision – Child Support Non-Cooperation 

 
Criteria: 
In accordance with Code of Federal Regulations, Title 45 sections 264.30 and 264.31, the City is 
responsible for applying sanctions to individuals who do not comply with the child support non-
cooperation requirement. Specifically, the City is required to terminate or reduce assistance by at least 25 
percent for participants who do not cooperate with child support services and do not qualify for good 
cause. 
 
On November 1, 2005, the City’s Human Services Agency (HSA) implemented the CalWIN (CalWORKs 
Welfare Information Network) welfare case management system. CalWIN is a computerized information 
system that automates eligibility determination and case maintenance functions for specific City-
administered social services programs in the State of California, including CalWORKs, Food Stamps, 
Medi-Cal, Cash Assistance Program for Immigrants (CAPI), General Assistance, and Foster Care. The 
system has been configured to the business processes and reference information specific to HSA.  
 
HSA has established policies and procedures to send out a notice of action (NOA) form to participants 
who do not cooperate with child support before the effective date of the sanction of the participants’ 
benefits. CalWIN was designed to automatically generate the NOA forms when information in the system 
indicates that participants are not complying with program requirements. The NOA forms are required to 
be sent to the participants 10 days prior to sanction to allow the participant to either correct their non-
compliance or prove they qualify for a waiver of the requirement for good cause.  
 
Condition: 
During our audit of the TANF program, we noted 3 out of 30 cases selected for review, from a population 
of 106 for the child support non-cooperation requirement, in which the participant was not provided a 
notice of action for the benefit reductions. However, we were able to verify benefits for these individuals 
were properly reduced by at least the required percentage. Through our discussions with management, 
HSA experienced many challenges during the implementation of CalWIN and is still actively addressing 
some these issues, including the function of properly generating NOA forms. 
 
Effect: 
The City is at risk of erroneously reducing benefits when participants are not notified in advance of an 
intended benefit sanction due to noncompliance. Advance notice allows that participant to either correct 
their non-compliance or prove they qualify for a waiver of the requirement for good cause. 
 
Questioned Costs: 
None. 
 
Recommendation: 
We recommend that the HSA continue to evaluate and design effective control procedures over the 
sanction notification process to ensure that Notice of Action forms are sent to the program participants in 
a timely manner. 
 
Management Response and Corrective Action Plan: 
The three cases cited, where the required notices of action (NOAs) were not provided to the program 
participants, occurred in late summer or fall of 2006 due to a CalWIN system glitch. As the system glitch 
was gradually uncovered, a temporary work-around was implemented in October 2006. As of January 
2007, CalWIN has been fixed and has been providing the required NOAs on a regular basis. HSA will 
continue to monitor the system to ensure that required NOAs are sent to program participants in a timely 
manner. 
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Section III – Federal Award Findings and Questioned Costs (Continued) 
 
Finding No. 2007-03 –  U.S. Department of Housing and Urban Development 

Shelter Plus Care (CFDA# 14.238) 
Reporting 

 
Criteria: 
In accordance with 24 CFR section 582.300 (d), the HUD-40118 Annual Progress Report (OMB No. 
2506-0145) is due from each grantee (and separately for each component funded) within 90 days after 
the end of its operating year.  
 
Condition: 
Out of 14 Annual Progress Reports selected for testing, 2 Annual Progress Reports (APR) were filed with 
HUD after the 90-day timeframe. 
 
Effect: 
Timely submissions of required reports to grantors are essential so that accurate financial and 
programmatic information is collected for analysis and determination of future funding levels. 
 
Questioned Costs: 
None. 
 
Recommendation: 
We recommend the Human Services Agency (HSA) evaluate and strengthen controls over reporting to 
ensure timely submissions of required reports. Adequate controls should include mechanisms to identify 
and track report due dates ensuring that required information is readily available. Also, procedures should 
be implemented to obtain approved deadline extensions for instances when reports are expected to be 
submitted late. The approved extensions should be documented within the reporting files of HSA for 
auditor review. 
 
Management Response and Corrective Action Plan: 
The Human Services Agency concurs with the finding. In order to ensure annual progress reports are 
submitted on time (90 days after the end of the operating period), the Homeless Division has developed 
and will enforce a new tracking system immediately. At the end of each operating period, the division will 
contact the subcontractors to remind them to submit the annual progress reports within 45 days before 
the  report due date. At 45 days, the division will follow up with the subcontractors, if reports were still not 
submitted, and work with the subcontractors to ensure that the report will be certified and submitted to 
Housing and Urban Development (HUD) by the 90th day. Additionally, the department will conduct annual 
training for all subcontractors. 
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Section III – Federal Award Findings and Questioned Costs (Continued) 
 
Finding No. 2007-04 –  U.S. Department of Agriculture 

Summer Food Service Program for Children (CFDA# 10.559) 
Passed through the State of California, Department of Education 
Other – Fourth Week Site Reviews 

 
Criteria: 
In accordance with Code of Federal Regulations, Title 7, Section 225.15(d)(3) and the 2007 
Administrative Guidance for Sponsors published by the U.S. Department of Agriculture, the City as the 
primary grant recipient must review all sites at least once during the first four weeks of program 
operations. After this initial period, sponsors must conduct a reasonable level of monitoring. If a site 
operates less than four weeks, the sponsor must still conduct a review. 
 
To accomplish this, a site monitor must observe a complete meal service from beginning to end, which 
includes delivery or preparation of meals, the meal service, and clean up after meals. The USDA has 
developed sample site review forms to assist grantees with their efforts to maintain the appropriate 
supporting documentation as evidence of site reviews. 
 
Condition: 
During our audit, we selected 30 site reviews for testing and noted the following: 
 8 site reviews were conducted after the first 4 weeks of program operations. Late reviews range from 

3 to 24 days late; and  
 5 site reviews were not on file and thus unavailable for review. 
 7 site reviews had incomplete information. The 7 site review forms are categorized as follows:  

– 3 review forms did not record the site monitor’s arrival and departure times; 
– 3 review forms had unanswered questions; and  
– 1 review form was not signed by the site monitor. In addition, the monitor left the site before meal 

time. 
 
Effect: 
Timely site reviews are essential to ensure sponsor sites comply with program regulations and for 
effective program operations. Records of site reviews help Department of Children, Youth, and Families 
(DCYF) assess the operation of its sites. Incomplete review forms may suggest inadequate site 
monitoring, the site monitor’s lack of program knowledge, or the site monitor’s misunderstanding of 
his/her responsibilities. Furthermore, failure to maintain adequate site or sponsor records may affect the 
amount of reimbursement the DCYF will receive. 
 
Questioned Costs: 
None. 
 
Recommendation: 
We recommend the DCYF evaluate controls over site reviews to ensure timely performance and 
adequate documentation of site reviews. Adequate controls should include mechanisms to identify and 
track site review due dates ensuring that site reviews are scheduled with the site sponsors to allow 
sufficient time for the reviews. The DCYF may also establish a procedure of secondary review by a 
supervisor to certify site reviews are performed in accordance with program requirements. Site monitors 
may attend annual trainings provided by the USDA to ensure the quality of site review documentation.  
 
Procedures should be implemented to obtain approved deadline extensions for instances when reviews 
are expected to be submitted late due to staffing constraints. The approved extensions should be 
documented within DCYF’s site monitoring files to demonstrate compliance.  
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Section III – Federal Award Findings and Questioned Costs (Continued) 
 
Finding No. 2007-04 (Continued) 
 
Management Response and Corrective Action Plan: 
The Department of Children, Youth and Their Families (DCYF) concurs with the finding. The delay in site 
reviews was due to changes in staffing and communication of timing and schedules to program staff. The 
Child Nutrition Coordinator will improve the process by providing proper training to all staff and monitoring 
the schedules of all site visits. 
 
During the summer program in 2007, the DCYF has implemented additional monitoring procedures. 
Starting June 1, 2007, the department began using a checklist to ensure all the documents were 
completed and filed by the monitors. The DCYF also instituted weekly Friday meetings in which monitors 
were trained to provide the appropriate information. These additional methods began on June 1 and 
continued throughout the summer program until September 1, 2007.  
  
In the upcoming summer, starting June 1, 2008, the DCYF intends to institute further rigor in the process 
through the following:  

1) Add two monitors to lessen amount of sites per monitor; the department will have 10 sites per monitor 
instead of 12 sites per monitor. 

2) Use a tracking spreadsheet to ensure site reviews are made in the first four weeks of the program. 

3) Fiscal Manager or Budget Director will review tracking spreadsheet weekly to ensure site monitoring 
is on target, and all site review forms are being filed.  

The department will utilize this procedure for the upcoming summer program starting June 1 through 
September 1, 2008. 
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Section III – Federal Award Findings and Questioned Costs (Continued) 
 
Finding No. 2007-05 -  U.S. Department of Homeland Security 

Pre-Disaster Mitigation (PDM) Competitive Grants (CFDA# 97.017) 
Passed through the State of California, Governor's Office of Emergency Services 
Reporting 

 
Criteria: 
In accordance with the FY 2005 Pre-Disaster Mitigation Program guidance published by the Federal 
Emergency Management Agency (FEMA) of the U.S. Department of Homeland Security. The Grantee 
must submit performance/progress reports for each grant award to the FEMA Regional Office within 30 
days from the end of the first federal quarter following the initial grant award. The Regional Director may 
waive the initial report. The Grantee shall submit quarterly performance/progress reports thereafter until 
the grant ends. Reports are due on January 30, April 30, July 30, and October 30. 
 
Condition: 
During our testing of internal controls and compliance over the reporting requirements related to the PDM 
program, we noted that out of 4 quarterly progress reports tested, 1 was not signed nor dated to indicate 
the date of report review and approval for submission; and 3 were not submitted within the required 
timeframe. Late reports range from 2 to 32 days, as shown below. 
 

Submission No. of Days
Report Period Deadline Past Due

10/1/06 - 12/31/06 1/30/07 29
1/1/07 - 3/31/07 4/30/07 32
4/1/07 - 6/30/07 7/30/07 2  

 
Effect: 
Timely submissions of required reports to the grantor are essential so that accurate financial and 
programmatic information is collected for analysis and determination of future funding levels. 
 
Questioned costs: 
None. 
 
Recommendation: 
We recommend the Pubic Utilities Commission evaluate existing procedures over reporting to ensure 
timely submissions of required reports. Adequate controls should include mechanisms to identify and 
track report due dates ensuring that required information is readily available to allow sufficient time for 
report preparation. Also, procedures should be implemented to obtain approved deadline extensions for 
instances when reports are expected to be submitted late due to staffing constraints or system problems. 
The approved extensions should be documented within the reporting files of the grant.  
 
Management Response and Corrective Action Plan: 
The department concurs. The reporting requirement was not met in a timely manner as a result of 
turnover in a Project Manager position. In the future, the Grants Writer plans to update the written 
procedures to emphasize the reporting requirements, which will include keeping signed copies of reports, 
and verify that every Project Manager receives a copy of the procedures. The Grants Writer will also 
maintain a schedule of due dates to remind staff and track completion dates. 
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Reference Number:  2006-01 
Federal Catalog Number/ 
Program Title 

 93.558 Temporary Assistance for Needy Families (TANF) 

Audit Finding:  Eligibility – Out of 40 files tested, 2 files did not have a signed Income 
and Eligibility Verification System (IEVS) form; 1 had an unsigned 
SAWS-2 Form; 1 had a SAWS-2 form with no indication on whether the 
applicant was convicted of fraudulent statement; and 1 file did not 
contain complete documentation supporting the relocation of the 
participant and child. 

Status of Corrective Finding:  Corrected. 

Reference Number:  2006-02
Federal Catalog Number/ 
Program Title 

 93.558 Temporary Assistance for Needy Families (TANF) 

Audit Finding:  Reporting – All of the 12 performance reports tested were submitted to 
the State after the required due date. Late submission ranged from 4 
days to 62 days. 

Status of Corrective Finding:  Corrected. 

Reference Number:  2006-03 

Federal Catalog Number/ 
Program Title 

 20.205 Highway Planning and Construction 

Audit Finding:  Davis Bacon Act – Out of 40 certified payrolls selected, 8 were not 
available for review. 

Status of Corrective Finding:  Corrected. 

Reference Number:  2006-04 

Federal Catalog Number/ 
Program Number 

 93.563 Child Support Enforcement 

Audit Finding:  Allowable Costs/Cost Principles – Out of a sample size of 40, 2 
employees did not have an approving signature from the department 
supervisor on the time cards. 

Status of Corrective Finding:  Corrected. 
   
Reference Number:  2006-05 

Federal Catalog Number/ 
Program Title 

 93.959 Substance Abuse Prevention & Treatment (SAPT) 

Audit Finding:  Reporting – The Annual Cost Report for fiscal year 2005-06 was 
submitted 15 days after the required due date. 

Status of Corrective Finding:  Corrected. 

 




