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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 
and the Transportation Development Act 

 
To the Board of Directors 
North County Transit District 
 
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 North County 
Transit District (NCTD), as of and for the year ended June 30, 2018, and the related notes to the financial 
statements, which collectively comprise NCTD’s basic financial statements, and have issued our report 
thereon dated December 26, 2018. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered NCTD’s internal control 
over financial reporting (internal control) to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of NCTD’s internal control. Accordingly, we do 
not express an opinion on the effectiveness of NCTD’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. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
 
Compliance and Other Matters 
  
As part of obtaining reasonable assurance about whether NCTD’s financial statements are free from 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts, grant agreements, and the applicable provisions of the Transportation Development Act as 
required by Section 6667 of Title 21, Division 3, Chapter 2, Article 5.5 of the California Code of 
Regulations and Public Utilities Code Section 99245, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an opinion on 
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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. 
 
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 NCTD’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering NCTD’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 
 

 
San Diego, California 
December 26, 2018 
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Independent Auditor’s Report on Compliance for the Major Federal Program; 
Report on Internal Control Over Compliance; and Report on Schedule of  

Expenditures of Federal Awards Required by the Uniform Guidance  
 
To the Board of Directors 
North County Transit District 
 
Report on Compliance for the Major Federal Program 
 
We have audited North County Transit District’s (NCTD) compliance with the types of compliance 
requirements described in the OMB Compliance Supplement that could have a direct and material effect 
on NCTD’s major federal program for the year ended June 30, 2018. NCTD’s major federal program is 
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 NCTD’s major federal program 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 NCTD’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 the major federal 
program. However, our audit does not provide a legal determination of NCTD’s compliance. 
 
Opinion on the Major Federal Program 
 
In our opinion, NCTD complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on its major federal program for the year 
ended June 30, 2018.   
 
Report on Internal Control Over Compliance 
 
Management of NCTD 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 NCTD’s internal control over compliance with the types of 



 

4 

requirements that could have a direct and material effect on its major federal program to determine the 
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for the 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 NCTD’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. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
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. 
 
Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance  
 
We have audited the financial statements of NCTD as of and for the year ended June 30, 2018, and the 
related notes to the financial statements, which collectively comprise NCTD’s basic financial statements. 
We issued our report thereon dated December 26, 2018, which contained an unmodified opinion on those 
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 
December 26, 2018 



Federal Grant
CFDA Identification

Number Number

U.S. Department of Transportation
Direct:

Federal Transit Cluster:
Federal Transit - Capital Investment Grants 20.500 CA-03-0621 4,226
Federal Transit - Capital Investment Grants 20.500 CA-03-0718 307,843
Federal Transit - Capital Investment Grants 20.500 CA-04-0188 110

Subtotal 312,179               

Federal Transit - Formula Grants 20.507 CA-90-0345 35,213
Federal Transit - Formula Grants 20.507 CA-90-0467 26,946
Federal Transit - Formula Grants 20.507 CA-90-Y556 4,539
Federal Transit - Formula Grants 20.507 CA-90-Y632 49,874
Federal Transit - Formula Grants 20.507 CA-90-Y705 27,037
Federal Transit - Formula Grants 20.507 CA-90-Y815 445,606
Federal Transit - Formula Grants 20.507 CA-90-Y874 791,157
Federal Transit - Formula Grants 20.507 CA-90-Y959 710,589
Federal Transit - Formula Grants 20.507 CA-90-Z096 105,299
Federal Transit - Formula Grants 20.507 CA-90-Z200 1,737,705
Federal Transit - Formula Grants 20.507 CA-90-Z241 651,940
Federal Transit - Formula Grants 20.507 CA-2016-068 153,917
Federal Transit - Formula Grants 20.507 CA-2016-113 3,316,990
Federal Transit - Formula Grants 20.507 CA-2017-134 9,794,947
Federal Transit - Formula Grants 20.507 Future FTA Funding (152,149)

Subtotal 17,699,610          

State of Good Repair Grants Program 20.525 FY 2019 5339 261,437
State of Good Repair Grants Program 20.525 CA-54-0012 195,009
State of Good Repair Grants Program 20.525 CA-54-0029 428,584
State of Good Repair Grants Program 20.525 CA-54-0035 580,665
State of Good Repair Grants Program 20.525 CA-2016-114/CA-2017-021 3,658,234
State of Good Repair Grants Program 20.525 CA-2017-133 7,821,264

Subtotal 12,945,193          

Bus and Bus Facilities Formula Program 20.526 CA-2016-112 1,263

     Total Federal Transit Cluster 30,958,245          

Transit Services Programs Cluster:
Job Access and Reverse Commute Program 20.516 CA-37-X078 9,601
Job Access and Reverse Commute Program 20.516 CA-37-X091 152,083

     Total Transit Services Programs Cluster 161,684               

Subtotal direct 31,119,929          

Pass-Through from California Department of Transportation Division of Rail:
Formula Grants for Rural Areas 20.509 Section 5311 (POP 23 & 24) 826,475               

Capital Assistance to States - Intercity Passenger Rail Service 20.317 FRA (2,331,042)          

Subtotal Pass-Through (1,504,567)          

Total U.S. Department of Transportation 29,615,362          

U.S. Department of Homeland Security

Direct:
Rail and Transit Security Grant Program 97.075 FEMA TSGP FY17 52,112                 

Total U.S. Department of Homeland Security 52,112                 

Total Expenditures of Federal Awards $ 29,667,474          

Total

NORTH COUNTY TRANSIT DISTRICT
Schedule of Expenditures of Federal Awards

For the Fiscal Year Ended June, 30 2018

See Accompanying Notes to Schedule of Expenditures of Federal Awards.

Federal
Federal Grantor/Pass-Through Grantor/Federal Program Title Expenditures
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NORTH COUNTY TRANSIT DISTRICT 
Notes to Schedule of Expenditures of Federal Awards 

For the Fiscal Year Ended June 30, 2018 
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1.  BASIS OF PRESENTATION 
 
The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal 
award activity of the North County Transit District (NCTD), under programs of the federal government 
for the year ended June 30, 2018. 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). 
Because the Schedule presents only a selected portion of the operations of NCTD, it is not intended to and 
does not present the financial position, changes in financial position or cash flows of NCTD.  
 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Expenditures reported on the Schedule are reported on the 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. Negative amounts shown on the 
Schedule represent adjustments or credits made in the normal course of business to amounts reported as 
expenditures in prior years.    
 
3.  PASS-THROUGH AMOUNTS TO SUBRECIPIENTS 
 
NCTD did not pass through any federal awards to subrecipients during the year ended June 30, 2018.  
 
4.  CATALOG OF FEDERAL DOMESTIC ASSISTANCE (CFDA) NUMBERS 
  
The CFDA numbers included in the accompanying SEFA were determined based on the program name, 
review of grant contract information, and the Office of Management and Budget’s Catalog of Federal 
Domestic Assistance. 
 
5.  CAPITAL ASSISTANCE TO STATES – INTERCITY PASSENGER RAIL SERVICE  
(CFDA# 200.317) 
 
In prior years NCTD accumulated and reported expenditures on the SEFA for projects anticipated to be 
reimbursed with federal funds.  Upon final project approval by the California Department of 
Transportation, NCTD determined that $2,331,042 of expenditures previously reported on the SEFA were 
determined not to be reimbursable with federal funds and were subsequently funded by local resources. 
 
6.  INDIRECT COST RATE 
 
NCTD has elected not to use the 10 percent de-minimis indirect cost rate allowed under the Uniform 
Guidance. 
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Section I Summary of Auditor’s Results 

 
FINANCIAL STATEMENTS 
 
Type of report the auditor issued on whether the financial 
  statements audited were prepared in accordance with GAAP: 

 
Unmodified  

 
Internal control over financial reporting:  

Material weakness(es) identified? No 

Significant deficiency(ies) identified? None reported 
 
Noncompliance material to the financial statements noted? No 
 

FEDERAL AWARDS  

Internal control over major federal program:  

Material weakness(es) identified? No 

Significant deficiency(ies) identified? None reported 
 

Type of auditor’s report issued on compliance for major federal program: Unmodified 
 
Any audit findings disclosed that are required to be reported in  
  accordance with 2 CFR 200.516(a)? No 
 
Identification of major federal program: 
 

CFDA Number  Federal Program Title 

 
20.500 
20.507 
20.525 
20.526 

 Federal Transit Cluster: 
Federal Transit – Capital Investment Grants 
Federal Transit – Formula Grants 
State of Good Repair Grants Program 
Bus and Bus Facilities Formula Program 

 
Dollar threshold used to distinguish between  

  Type A and Type B programs: 
$964,520 

Auditee qualified as a low-risk auditee? Yes 

 
Section II Financial Statement Findings 
    
No matters reported. 
 
Section III Federal Award Findings and Questioned Costs 
 
No matters reported. 



NORTH COUNTY TRANSIT DISTRICT 
Summary Schedule of Prior Audit Findings 

For the Fiscal Year Ended June 30, 2018 
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There were no audit findings noted for the year ended June 30, 2017. 
 




