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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and

  Members of the City Council

City of South El Monte

South El Monte, California

We have audited, in accordance with the auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards, 

issued by the Comptroller General of the United States, the financial statements of the governmental 

activities, each major fund, and the aggregate remaining fund information of City of South El Monte (City) 

as of and for the year ended June 30, 2020, and the related notes to the financial statements, which 

collectively comprise the City's basic financial statements, and have issued our report thereon dated June 

11, 2021.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City's internal control 

over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in 

the circumstances for the purpose of expressing our opinions on the financial statements, but not for the 

purpose of expressing an opinion on the effectiveness of the City's internal control. Accordingly, we do not 

express an opinion on the effectiveness of the City's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management 

or employees in the normal course of performing their assigned functions, to prevent, or detect and correct 

misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 

internal control, such that there is a reasonable possibility that a material misstatement of the entity’s 

financial statements will not be prevented, or detected and corrected on a timely basis. A significant 

deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a 

material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this 

section and was not designed to identify all deficiencies in internal control that might be material 

weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may 

exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies 

in internal control over financial reporting that we consider to be material weaknesses. We did identify 

certain deficiencies in internal control, described in the accompanying schedule of findings and questioned 

costs as items 2020-001 through 2020-005 that we consider to be significant deficiencies.
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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 financial 

statements 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 Audit 

Standards.

The City's Response to Findings

The City's responses to the findings identified in our audit are described in the accompanying schedule of 

findings and questioned costs. The City's responses were not subjected to the auditing procedures applied 

in the audit of the financial statements and, accordingly, we express no opinion on the responses.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal 

control or on compliance. This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the City's internal control and compliance. Accordingly, this 

communication is not suitable for any other purpose.

San Diego, California

June 11, 2021
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM, ON

INTERNAL CONTROL OVER COMPLIANCE, AND REPORT ON THE SCHEDULE OF 

EXPENDITURES OF FEDERAL AWARDS AS REQUIRED BY THE UNIFORM GUIDANCE

The Honorable Mayor and

  Members of the City Council

City of South El Monte

South El Monte, California

Report on Compliance for Each Major Federal Program

We have audited City of South El Monte’s (City) compliance with the types of compliance requirements 

described in the OMB Compliance Supplement that could have a direct and material effect on each of the 

City’s major federal programs for the year ended June 30, 2020. The City’s major federal programs are 

identified in the summary of auditor’s results section of the accompanying schedule of findings and 

questioned costs.

Management’s Responsibility

Management is responsible for compliance with the federal statutes, regulations, and the terms and 

conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the City’s major federal programs 

based on our audit of the types of compliance requirements referred to above. We conducted our audit of 

compliance in accordance with auditing standards generally accepted in the United States of America; the 

standards applicable to financial audits contained in Government Auditing Standards, issued by the 

Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal 

Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 

Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan and 

perform the audit to obtain reasonable assurance about whether noncompliance with the types of 

compliance requirements referred to above that could have a direct and material effect on a major federal 

program occurred. An audit includes examining, on a test basis, evidence about the City’s compliance with 

those requirements and performing such other procedures as we considered necessary in the 

circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal 

program. However, our audit does not provide a legal determination of the City’s compliance.

Opinion on Each Major Federal Program

In our opinion, the City, complied, in all material respects, with the types of compliance requirements 

referred to above that could have a direct and material effect on each of its major federal programs for the 

year ended June 30, 2020.
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Report on Internal Control Over Compliance

Management of the City is responsible for establishing and maintaining effective internal control over 

compliance with the types of compliance requirements referred to above. In planning and performing our 

audit of compliance, we considered the City’s internal control over compliance with the types of 

requirements that could have a direct and material effect on each major federal program to determine the 

auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 

compliance for each major federal program and to test and report on internal control over compliance in 

accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the 

effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 

effectiveness of the City’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over 

compliance does not allow management or employees, in the normal course of performing their assigned 

functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 

federal program on a timely basis. A material weakness in internal control over compliance is a deficiency, 

or combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility 

that material noncompliance with a type of compliance requirement of a federal program will not be 

prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over 

compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type 

of compliance requirement of a federal program that is less severe than a material weakness in internal 

control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first 

paragraph of this section and was not designed to identify all deficiencies in internal control over 

compliance that might be material weaknesses or significant deficiencies and therefore, material 

weaknesses or significant deficiencies may exist that were not identified. We did not identify any deficiencies 

in internal control over compliance that we consider to be material weaknesses or significant deficiencies.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing 

of internal control over compliance and the results of that testing based on the requirements of the Uniform 

Guidance. Accordingly, this report is not suitable for any other purpose.
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Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the governmental activities, each major fund, and the 

aggregate remaining fund information of the City, as of and for the year ended June 30, 2020, and the 

related notes to the financial statements, which collectively comprise the City’s basic financial statements. 

We issued our report thereon dated June 11, 2021, which contained unmodified opinions on those financial 

statements. Our audit was conducted for the purpose of forming opinions on the financial statements that 

collectively comprise the basic financial statements. The accompanying schedule of expenditures of federal 

awards is presented for purposes of additional analysis as required by the Uniform Guidance and is not a 

required part of the basic financial statements. Such information is the responsibility of management and 

was derived from and relates directly to the underlying accounting and other records used to prepare the 

basic financial statements. The information has been subjected to the auditing procedures applied in the 

audit of the financial statements and certain additional procedures, including comparing and reconciling 

such information directly to the underlying accounting and other records used to prepare the basic financial 

statements or to the basic financial statements themselves, and other additional procedures in accordance 

with auditing standards generally accepted in the United States of America. In our opinion, the schedule of 

expenditures of federal awards is fairly stated in all material respects in relation to the basic financial 

statements as a whole.

San Diego, California

June 11, 2021
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CFDA 

Number

Pass-Through Entity 

Identifying Number

 Federal 

Expenditures 

U.S. Department of Housing and Urban Development:

Passed through The County of Los Angeles 

  Community Development Commission:

Community Development Block Grants/Entitlement Grants 14.218 601887-18 108,331$          

U.S. Department of Transportation:

Passed through the California Office of Traffic Safety:

Highway Planning and Construction 20.205 HSIPL-5352 329,614           

U.S. Department of Treasury:

Passed through the State of California, Department of Finance:

Coronavirus Relief Fund 21.019 N/A 198,038           

U.S. Department of Health and Human Services:

Passed through The County of Los Angeles 

  Workforce Development, Aging and Community Services:

Congregate and Homebound Meal Program 93.045 ENP162010 207,427           

Total Federal Expenditures 843,410$          

Federal Grantor/Pass-Through Grantor/Program or Cluster
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NOTE 1 - BASIS OF ACCOUNTING

The accompanying Schedule of Expenditures of Federal Awards includes the City's federal grant activity for 

the year ended June 30, 2020. The information in this schedule is presented in accordance with the 

requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, 

Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the schedule are reported on the modified accrual basis of accounting. Such 

expenditures are recognized following the cost principles contained in the Uniform Guidance, wherein 

certain types of expenditures are not allowable or are limited as to reimbursement. Therefore, some 

amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, 

the financial statements.

NOTE 3 - CATALOG OF FEDERAL DOMESTIC ASSISTANCE (CFDA) NUMBERS

The program titles and CFDA numbers were obtained from the federal or pass-through grantor or the 2020

Catalog of Federal Domestic Assistance.

NOTE 5 - INDIRECT COST RATE

The City did not elect to use the 10 percent de minimis indirect cost rate as covered in 2 CFR §200.414.

NOTE 6 - SUBRECIPIENTS

City of South El Monte did not make any payments to subrecipients during the fiscal year.
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SECTION I - SUMMARY OF AUDITORS' RESULTS

FINANCIAL STATEMENTS

Type of auditors' report issued: Unmodified

Internal control over financial reporting:

Material weaknesses identified? No

Significant deficiencies identified not considered 

to be material weaknesses? Yes

Non-compliance material to financial statements noted? No

FEDERAL AWARDS

Internal control over major programs:

Material weaknesses identified? No

Significant deficiencies identified not considered 

to be material weaknesses? None noted

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

Any audit findings disclosed that are required to be reported in accordance

with 2 CFR 200.516(a)? No

Identification of major programs:

CFDA Numbers Name of Federal Program of Cluster

20.205 Highway Planning and Construction

21.019 Coronavirus Relief Fund

Dollar threshold used to distinguish between Type A and Type B programs: 750,000$         

Auditee qualified as low-risk auditee? No
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SECTION II - FINANCIAL STATEMENT FINDINGS

2020-001 JOURNAL ENTRY REVIEW

Type of Finding: Significant Deficiency in Internal Control Over Financial Reporting

Condition/Context: During our review of internal control procedures over adjusting journal entries we 

noted that there is not always a segregation of duties between those that propose the entry and those that 

review and post the entry.

Criteria: Best practices require a review of all journal entries to reflect proper activity at year end in 

accordance with Generally Accepted Accounting Principles (GAAP).

Effect: Journal entries can affect material adjustments to the general ledger. Without adequate review by 

an individual with qualified experience, the entries could result in material misstatements. During the current 

fiscal year, material audit adjustments were proposed and subsequently recorded by management to 

properly record revenues, cash balances, receivable and liabilities from adjustments that were improperly 

recorded.

Cause: During the current fiscal year there was a significant change in management and accounting 

personal. In addition, there due to the limited staff size, there are not always individuals with proper 

experience to review certain closing and adjusting entries prepared by the accounting department.

Recommendation: In order to strengthen internal controls, the City should continue to evaluate its internal 

control policies and procedures over journal entry review and approval procedures. We recommend an 

individual with qualified experience review and approve journal entries that are prepared by the Accounting 

Manager or other employees. If such a qualified individual in not available, those entries should be reviewed 

and approved by the Interim Finance Director.

View of Responsible Officials:  The City agrees with the recommendation. The review and approval of 

journal entries will improve internal control. The City concurs that a formalized signoff process is best 

practice and is being implemented. 
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SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

2020-002 CASH RECONCILIATIONS

Type of Finding: Significant Deficiency in Internal Control Over Financial Reporting

Condition/Context: During our review of internal control procedures over cash and the corresponding 

reconciliation process, we identified that cash accounts were not reconciled within a timely manner. In 

addition, material variances between the general ledger and cash balances went unreconciled for multiple 

months. Lastly, bank reconciliations were not reviewed and approved by someone other than the preparer.

Criteria: Internal control procedures and best practices suggest bank reconciliation should be reconciled 

within a month of the period close. In addition, those reconciliations should be reviewed and approved by 

someone other than the preparer.

Effect: Material audit adjustments could be left unidentified and cash balance unreconciled if not properly 

reconciled, reviewed and approved within a reasonable time. During the current year, material audit 

adjustments were identified and recorded to properly reconcile cash at fiscal year-end. 

Cause: During the current fiscal year there was a significant change in management and accounting 

personal. In addition, due to the limited staff size, there are not always individuals with proper experience 

to review the bank reconciliations.  We noted after March of 2020 the City conducted a “catch-up” 

reconciliation of all accounts.  

Recommendation: To strengthen internal controls, the City should continue to evaluate its internal control 

policies and procedures over the cash reconciliation process. Bank statements should be reconciled to the 

general ledger, as identified in the City’s financial software, within a month after each period end. 

Additionally, we recommend the bank reconciliations are reviewed by someone other than the prepare to 

review for errors or omissions, and to properly segregate duties.  The preparation and review should be 

signed and dated by each individual to ensure timely preparation and review is maintained.  

View of Responsible Officials:  The City agrees with the recommendation. The review and approval of 

bank reconciliations is an internal control improvement. The City concurs that a formalized signoff process 

is best practice and is being implemented. When current staff joined the City there were several months of 

unreconciled bank statements requiring a one-time catchup effort. All accounts are reconciled and caught 

up. All accounts are now reconciled monthly. 
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SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

2020-003 INTERFUND ADVANCES

Type of Finding: Significant Deficiency in Internal Control Over Financial Reporting

Condition/Context: During our review of interfund activity, we noted that the City has recorded advances 

between various funds. In the prior year, these advances were authorized by City Council to be long-term 

in nature and repaid over time. However, in the current year, additional advances were not properly 

authorized by City Council. Authoritative guidance (GASB Cod. Sec. 1800.102a(1)) indicates that if repayment 

is not expected within a reasonable time, the interfund balances should be reduced and the amount that is 

not expected to be repaid should be reported as a transfer from the fund that made the loan to the fund 

that received the loan.

Criteria: Internal control procedures/best practices and Governmental Accounting Standards Board 

codification (GASB Cod. Sec. 1800.102a(1)).

Effect: Noncompliance with Governmental Accounting Standards Board guidance and internal control 

weakness.

Cause: Management oversight.

Recommendation: In order to comply with authoritative guidance, interfund advances should only be 

reported where there is a reasonable expectation that they will be repaid. To authorize those repayments 

and any estimated timeline, those advances should be authorized and approved by the governing board.

View of Responsible Officials:  Management concurs that providing City Council with the disclosure of 

material interfund transactions is necessary and will do so as required. In the prior year, Management agreed 

to have advances made ratified by City Council to provide visibility and understanding of the transactions.  

Disclosures on interfund transactions are included with the published financial statements.  Management is 

aware that if repayment is not expected within a reasonable time, the interfund balances should be reduced 

and the amount  that is not expected to be repaid should be reported as a transfer from the fund that made 

the loan to the fund that received the loan.  In Management’s opinion, this level of activity was not reached 

during the fiscal year.  In order to more timely address this requirement and gain concurrence with the 

independent CPA firm a discussion and determination will be reached during the course of the audit field 

work to determine if separate City Council action would be required. 
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SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

2020-004 CASH RECEIPTING AND REVENUE RECOGNITION

Type of Finding: Significant Deficiency in Internal Control Over Financial Reporting

Condition/Context: During our review of internal control procedures and testing of cash receipting 

procedure, we determined that cash receipts were not always accumulated and reconciled to bank deposits. 

There was no review of the cash deposited with the bank to ensure activity was properly recorded. In 

addition, revenues were not always recorded for the period incurred.

Criteria: Internal control procedures and best practices over the cash receipting process.

Effect: Material cash or check transactions could be left unposted. In addition, without properly 

reconciliation and review procedures over cash/check collections, opportunity is present for theft of City 

assets. Lastly, material audit adjustments were necessary to properly record revenue in the period incurred.

Cause: Management oversight.

Recommendation: In order to strengthen internal controls over the cash receipting process and revenue 

recognition, we recommend that all cash collected is receipted at the time received. Additionally, these cash 

and checks collected should be accumulated and reconciled to a deposit slip. Once deposited, these 

transactions should be reconciled from the bank statement to the general ledger through the cash 

reconciliation process. At the end of each period, receipts should be evaluated to ensure the revenue is 

reported in the proper period and receivables are recorded as necessary.

View of Responsible Officials:  The City concurs with the recommendation that cash collected is to be 

receipted when received and deposited timely. Any undeposited cash and checks are placed in the locked 

safe overnight. The conditions noted in the finding have been recognized and addressed starting in March 

2020. This change came about with the hiring of the Interim Finance Manager and Accounting Manager in 

the Finance Department.  As a result of the timely receipting and depositing, the transactions are part of 

the monthly bank reconciliation process. Management oversight will be further strengthened through an 

additional review and signoff of completed bank reconciliations prior to making any required adjustments.



CITY OF SOUTH EL MONTE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2020

13

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

2020-005 CREDIT CARDS

Type of Finding: Significant Deficiency in Internal Control Over Financial Reporting

Condition: During  our  review of  internal  control procedures  and tests  of  controls over  credit  card 

transactions we noted that credit card user agreements were not always maintained, invoices to support 

purchases were sometimes missing, approvals were not always present on purchase documentation and 

purchases exceeded City guidelines.

Context: For two of 25 credit card disbursements tested, supporting receipts were not maintained to 

support the purchase made. For ten of 25 credit card disbursements tested, we were not provided 

cardholder agreements to authorize the purchaser to make the tested purchased. Lastly, for fifteen of 25 

credit card disbursements tested, documentation to show a Department Director reviewed the purchase 

was not provided.

Criteria: Best practices over credit card policies and procedures.

Effect: Lack of strong internal control procedures.

Cause: Management oversight.

Recommendation: In order to strengthen internal controls, we recommend the City review its policies and 

procedures over the credit card process. All cardholders should sign a cardholder agreement and attend a 

training, so they understand the purchase limits and the procedures to make credit card purchases. Receipts 

and other supporting documentation should be maintained to support all purchases made and those 

purchases should be reviewed and approved by an appropriate supervisor or department head.

View of Responsible Officials:  Management agrees that controls require strengthening. The 

documentation process will be enhanced by requiring the purchaser sign the receipt, since certain small 

dollars purchase cards are done on a generic “City card”, not assigned to a specific employee. There are 

three such credit cards,  Walmart, Home Depot, and US Bank. These three credit cards are used solely for 

small dollar purchases of materials and supplies as part of addressing normal business operations. These 

cards provide a convenient way to purchase small dollar value supplies and parts to complete assigned 

duties in a timely manner. The receipts are to be reviewed by department management for reasonableness 

and follow up is done on items requiring clarification. Accounts Payable will examine to ensure all receipts 

are attached. Missing receipts will be followed up on.   During the audit period, no purchases were made 

with a credit card for Federal Grant activities, other than $133.00 for food for the Senior Nutrition Program.  
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SECTION III - FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

None noted.
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS:

Finding 2019-001 Financial Statement Preparation

Status: Corrected in the current year.

Finding 2019-002 Journal Entry Review

Status: See finding 2020-001.

Finding 2019-003 Cash Reconciliations

Status: See finding 2020-002.

Finding 2019-004 Cutoff Procedures

Status: See finding 2020-004.

Finding 2019-005 Cash Receipting and Revenue Recognition

Status: See finding 2020-004.

Finding 2019-006 Human Resources and Payroll

Status: Corrected in the current year.

Finding 2019-007 Credit Cards

Status: See finding 2020-005.

Finding 2019-008 Accounts Payable Disbursements

Status: Corrected in the current year.
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