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INDEPENDENT AUDITOR'S REPORT ON FINANCIAL STATEMENTS

To the Board of Directors of
North County Lifeline, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of North County Lifeline, Inc. (a nonprofit
organization), which comprise the statement of financial position as of June 30, 201 3, and therelated
statements of activities, functional expenses, and cash flows for the year then ended, and the related
notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to

fraud or error.
Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers interal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluatin g the overall presentation
of the financial statements.

Member: The American Institute of Certified Public Accountants and California Society of Certified Public Accountants



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of North County Lifeline, Inc. as of June 30, 201 3, and the changes in its net assets
and its cash flows for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Report on Summarized Comparative Information

We have previously audited the North County Lifeline, Inc.’s June 30, 2012 financial statements, and
our report dated November 27, 2012, expressed an unmodified opinion on those audited financial
statements. In our opinion, the summarized comparative information presented herein as of and for
the year ended June 30, 2012, is consistent, in all material respects, with the audited financial
statements from which it has been derived.

Other Matters

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole,
The accompanying schedule of expenditures of federal awards, as required by Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, is
presented for purposes of additional analysis and is not a required part of the financial statements.
Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. The information has
been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financjal
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated, in
all material respects, in relation to the financial statements as a whole,

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September
3,2013, on our consideration of North County Lifeline, Inc.’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 internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
North County Lifeline, Inc.’s internal control over financial reporting and compliance.

September 3, 2013 Sonnenberg & Company, 8§As
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North County Lifeline, Inc.
STATEMENT OF FINANCIAL POSITION
June 30, 2013

(With Comparative Totals for June 30, 2012)

2013 2012
Assets
Operating assets
Cash $ 280,118 § 978,705
Grants and contracts receivable 1,388,171 807,919
Prepaid expenses and other current assets 167,503 124,472
Total operating assets 1,835,792 1,911,096
Property and equipment, at cost
Land 888,842 888,842
Buildings 1,379,341 1,351,407
Equipment 316,847 308,048
Sub-total 2,585,030 2,548,297
Less: accumulated depreciation (558,234) (525,761)

Total property and equipment, net 2,026,796 2,022,536

Total assets $ 3,862,588 $ 3,933,632

Liabilities and net assets

Liabilities
Accounts payable and accrued expenses $ 165,586 $ 202,660
Accrued payroll, taxes and benefits 410,921 398,918
Deferred Revenue 96,240 151,476
Loan Payable 601,490 664,181
Total liabilities 1,274,237 1,417,235
Net assets
Unrestricted net assets 2,588,351 2,516,397
Total net assets 2,588,351 2,516,397

Total liabilities and net assets § 3,862,588 $ 3,933,632
—  ———— ———————— 3

The accompanying notes are an integral part of these financial statements.
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North County Lifeline, Inc.
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2013

(With Comparative Totals for June 30, 2012)

Revenue and support:
Grants and contracts
Client fees
Contributions
Rental income
Miscellaneous
Special events, net
Interest
In-kind contributions
Total revenue and support

Expenses
Program services
Management and general
Total expenses
Change in net assets

Net assets, beginning of year

Net assets, end of year

2013 2012
8,078,085 § 6,340,661
103,331 80,291
11,925 30,081
11,688 19,431
12,796 9,321
17,181 731
1,225 3,927
728,531 540,451
8,964,762 7,024,894
7,569,709 6,055,214
1,323,099 1,109,683
8,892,808 7,164,897
71,954 (140,003)
2,516,397 2,656,400
2,588,351 $ 2,516,397

The accompanying notes are an integral part of these financial statements.
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North County Lifeline, Inc.
STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended June 30, 2013
(With Comparative Totals for June 30, 2012)

Program Management
Services and General Totals 2012
Expenses
Personnel

Salaries and wages $ 3,981,291 § 882,995 § 4,864,286 3,616,973
Fringe benefits 903,897 213,441 1,117,338 870,016
In-kind services 484,086 32,505 516,591 462,391

Total personnel 5,369,274 1,128,941 6,498,215 4,949,380

Operations

Advertising 3,096 621 3,717 5,477
Assistance to individuals 215,040 215,040 416,412
Bad debts 1,948 1,948 12,423
Consultants/subcontractors 1,007,627 1,007,627 954,956
Depreciation 27,049 5,425 32,474 31,758
Dues and subscriptions 37,515 7,479 44,994 14,801
Education and training 32,102 4,317 36,419 40,666
Facilities Rental 110,351 22,632 132,983 13,789
In-kind rent 153,391 11,534 164,925 78,058
In-kind food 1,085 76 1,161
In-kind non-food 43,303 2,549 45,852
Insurance 27,690 5,553 33,243 32,250
Interest 37,026 7,425 44 45] 44,192
Legal and professional 15,581 4,805 20,386 8,523
Mileage and travel 118,907 24,064 142,971 100,210
Office supplies 95,358 21,102 116,460 138,592
Other miscellaneous 168 606 774 858
Payroll processing 12,653 2,538 15,191 14,256
Postage 4,903 990 5,893 5,317
Printing/copying 21,524 4,350 25,874 16,586
Repairs and maintenance 73,326 30,726 104,052 77,832
Small equipment purchases 8,894 6,904 15,798 53,489
Telephone 103,579 20,772 124,351 113,411
Utilities 48,319 9,690 58,009 41,661

Total operating 2,200,435 194,158 2,394,593 2,215,517

Total functional expenses $ 7,569,709 $ 1,323,099 $ 8,892,808 § 7,164,897

The accompanying notes are an integral part of these financial statements,
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North County Lifeline, Inc.
STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2013
(With Comparative Totals for June 30, 2012)

2013 2012

Cash flows from operating activities:
Change in net assets $ 71,954 $§ (140,003)
Adjustments to reconcile net increase (decrease) in net assets
to net cash used by operating activities:

Bad debt expense 1,948 12,423
Depreciation 32,474 31,758
Changes in operating assets and liabilities:
(Increase) decrease in grants and contracts receivables (582,200) 69,046
(Increase) decrease in prepaid expenses and other current assets (43,031) (6,435)
Increase (decrease) in accounts payable and accrued expenses (37,074) (15,176)
Increase (decrease) in accrued payroll, taxes and benefits 12,003 74,654
Increase (decrease) in deferred revenue (55,236) (35,299)
Net cash used by operating activities (599,162) (9,032)
Cash flows from investing activities:
Purchase of property and equipment (36,734) -
Net cash (used) by investing activities (36,734) -

Cash flows used in financing activities:

Principal payments on loan payable (62,691) (58,727)

Net cash used by financing activities (62,691) (58,727)

Net (decrease) in cash and cash equivalents (698,587) (67,759)
Cash , beginning of year 978,705 1,046,464

Cash , end of year $ 280,118 § 978,7%=

Supplemental disclosures:
Interest paid $ 44,451 § 44,192
————— ————————

The accompanying notes are an integral part of these financial statements.
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North County Lifeline, Inc.
Notes to Financial Statements
June 30, 2013

Note 1. Organization and Purpose:

North County Lifeline, Inc. (doing business as Lifeline Community Services) (the *Organization) is a
non-profit human services agency with four decades of expertise working with youth and families in
North San Diego County. The Organization began in 1969 as a drop-in center for North County
youth with drug problems. Incorporated in 1973, the Organization expanded to provide a full range
of youth, family and community services. The Organization offers programs and services which
develop youth resilience, nurture family strengths, and partner to solve community problems. The
Organization offers 40 different programs and services in English and Spanish that assist low-income
youth and families, homeless individuals and families, families in crisis, youth at risk of entering or
continuing in the juvenile justice system, youth diagnosed with mental illness, families in transition,
and people in need of legal advice.

The Organization's vision for youth, individuals, and families in North San Diego County is to:

* live purposeful lives, free of involvement in the criminal justice system;

¢ manage their lives effectively through recovery with mental health and substance
abuse problems;

* be connected to their community in ways that help them feel hopeful, included and
challenged to be productive citizens;

* residesecurely in homes and hold jobs with opportunity for growth and learning; and

* engage in North County Lifeline, Inc. services as they seek solutions to their
problems and mobilize their desire for self sufficiency.

In fiscal year 2013, the organization provided services to 28,572 clients during 138,433 service
contacts. Of those clients, 9,759 received intensive, long term counseling, case management and
professional coaching services required to make a lasting difference. This year brought significant
growth in programming, including Special Education Mental Health and Human Trafficking Victims
services, and new funders including new school districts Bonsall and Fallbrook Union Districts and
the San Diego County Sheriff’s Department.

Note 2. Summary of Significant Accounting Policies:

Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America. Net
assets and revenues, expenses, gains and losses are classified based on the existence or absence of
donor imposed restrictions.



North County Lifeline, Inc.
Notes to Financial Statements
June 30, 2013

Note 3. Summary of Significant Accounting Policies (continued):

Accordingly, net assets of the Organization and changes therein are classified and reported as
follows:

Unrestricted. Net assets that are not subject to donor-imposed stipulations. These generally result
from revenues generated by receiving unrestricted contributions, providing services, raising
contributions, and performing administrative functions.

Temporarily Restricted. The Organization reports gifts of cash and other assets as temporarily
restricted support if they are received with donor stipulations that limit the use of the donated assets.
When a donor restriction expires, that is, when a stipulated time restriction ends or the purpose of the
restriction is accomplished, temporarily restricted net assets are reclassified to unrestricted net assets
and reported in the statement of activities as net assets released from program or capital restrictions.
Restricted contributions are reported as increases in unrestricted net assets if the restrictions expire in
the reporting period in which the revenue is recognized. The Organization had no temporarily
restricted net assets at June 30, 2013.

Permanently Restricted. These net assets are restricted by donors who stipulate that resources are to
be maintained permanently, but permit the Organization to expend all of the income (or other
economic benefits) derived from the donated assets. The Organization had no permanently restricted
net assets at June 30, 2013.

In-kind Contributions

Contributions of services are recognized in the financial statements if the services enhance or create
non-financial assets or require specialized skills, are provided by individuals possessing those skills,
and would typically need to be purchased if not provided by donation. Recognizable services totaled
$516,591 for the year ended June 30, 2013. In addition, the Organization receives discounts of rent
expense from the estimated market value on one of its properties leased from the City of Vista. In-
kind rent expense totaled $164,925 for the year ended June 30, 2013 (see Note 9).

During the year ended June 30, 2013, the Organization received donations of goods of $45,852 and
food of $1,161. Total in-kind contributions for the year ending June 30, 2013 was $728,531.

The Organization may also receive a significant amount of contributed time from volunteers that
may not meet the recognition criteria described. Accordingly, the value of such contributed time
is not reflected in the accompanying financial statements.



North County Lifeline, Inc.
Notes to Financial Statements
June 30, 2013

Note 3. Summary of Significant Accounting Policies (continued):

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial staternents and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Grants and Contracts Receivable

The Organization’s grants and contracts receivable are primarily reimbursements due from
contracted government grant reimbursement requests. The Organization provides for an allowance
for uncollectible receivables based on historical experience. No allowance for uncollectible grants
and contracts receivable was recorded at June 30, 2013,

Property and Equipment

Property and equipment, if any, are stated at cost, or if donated, at the approximate fair market value
at the date of donation. The cost of purchased assets or fair market value of donated assets is being
depreciated using the straight-line method over the estimated useful lives of the related assets, which
are five years for furniture, fixtures and equipment and forty years for the building and
improvements. Maintenance and repairs are charged to expense as incurred. Significant renewals and
betterments are capitalized. The Organization capitalizes all expenditures for and donations of
property and equipment with a fair value in excess of $5,000, At the time of retirement or other
disposition of property and equipment, the cost and accumulated depreciation or amortization are
removed from the accounts and any resulting gain or loss is reflected in the accompanying statements
of activities.

Certain equipment purchased under grants and contracts are owned by the awarding agency.
Consequently, instead of capitalizing the equipment costs, the costs are recorded under small
equipment purchases in the accompanying statements of functional expenses.

Impairment of Long-Lived Assets

Management assesses the recoverability of its long-lived assets upon the occurrence of a tri ggering
event by determining whether the depreciation of long-lived assets over their remaining lives can be
recovered through projected undiscounted future cash flows. The amount of long-lived asset
impairment, if any, is measured based on fair value and is charged to operations in the period in
which impairment is determined by management. At June 30, 2013, management believes there is no
impairment of its long-lived assets. There can be no assurance however, that market conditions will
not change or demand for the Organization's services will continue, which could result in impairment
of long-lived assets in the future. 9



North County Lifeline, Inc.
Notes to Financial Statements
June 30, 2013

Note 3. Summary of Significant Accounting Policies {continued):

Deferred Revenue

Deferred revenue is recorded for non-contribution revenue received in advance of the date eamed. In
addition, contributions or grants received are recorded as deferred revenue if they are subject to
significant conditions which must be met before they become unconditional.

Functional Expenses

A functional classification of expenses has been used to analyze the cost of providing various
services or other activities, including program services, and management and general. Certain costs
are allocated within the various categories. Program services include all expenses incurred by the
Organization for activities directly related to the purposes for which it exists. Management and
general include all expenses incurred for supporting services.

Risks and Uncertainties

Certain of the Organization's services are governed by grant agreements with governmental agencies.
All such grant agreements involving the Organization are for fixed terms and expire on an annual
basis. There can be no assurances that the Organization will be able to obtain future grant agreements
as deemed necessary by management. The loss of some of the current grants or the inability to obtain
future grants could have an adverse effect on the Organization's financial position and results of
activities. Management believes that they will be able to continue obtaining appropriate agreements
to fund future operations based on their historical ability to obtain new grant agreements and based
on their relationships with awarding agencies.

The Organization’s services are funded primarily by HHS, which accounted for approximately 51%

of total grants and contracts revenue for the year ended June 30, 2013. Of the Organization’s
outstanding contracts receivable balance at June 30, 2013, 40% was due from HHS.

Comparative Information

The comparative information shown for the previous year is included to provide a basis for
comparison and presents summarized totals only. Such information does not include sufficient detail
to constitute a presentation in conformity with accounting principles generally accepted in the United
State of America. Accordingly, such information should be read in conjunction with the
Organization’s financial statements for the year ended June 30, 2012, from which the summarized
information was derived. Certain accounts in the prior-year financial statements have been
reclassified for comparative purposes to conform with the presentation in the current-year financial
statements.

10



North County Lifeline, Inc.
Notes to Financial Statements
June 30, 2013

Note 4. Income Tax Status:

The Organization is a public charity that has obtained an exemption from federal income taxes under
Section 501(c)(3) of the Internal Revenue Code and California state income taxes under Section
23701(d) of the California Revenue and Taxation Code. Accordingly, no provision has been made
for federal or state income taxes. The Organization is subject, however, to Federal and California
income taxes on net unrelated business income as stipulated in Internal Revenue Code Section 511
and Regulation Section 1.511, During the year ended June 30, 2013, the Organization had no
unrelated business income. The Organization annually evaluates tax positions as part of the
preparation of its exempt tax retum.

This process includes an analysis of whether tax positions the Organization takes with regard to a
particular item of income or deduction would meet the definition of an uncertain tax position under
current accounting guidance. The Organization believes its tax positions are appropriate based on
current facts and circumstances. The Organization's policy is to recognize interest accrued related to
unrecognized tax benefits in interest expense and penalties in operating expenses. At June 30,2013,
the Organization did not have any unrecognized tax benefits. The Organization is no longer subject
to U.S. federal or state income tax examinations by tax authorities for years before 2009,

Note 5. Concentration of Credit Risk:
The Organization maintains cash balances at two financial institutions. Accounts at each institution
are insured by the Federal Deposit Insurance Corporation (FDIC insured) up to $250,000. The

Organization has not experienced any loss in such accounts. The Organization believes it is not
exposed to any significant credit risk on its cash balances.

Note 6. Property and Equipment:

Property and equipment consist of the following at June 30, 2013:

Land $ 888,842
Buildings 572,040
Building improvements 772,301
Trailer and vehicle 43,799
Furniture and equipment 308,048
2,585,030
Less: accumulated depreciation (558,234)

S _2,006796
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North County Lifeline, Inc.
Notes to Financial Statements
June 30, 2013

Note 7. Loan Payable:

On June 27, 2006, the Organization entered into a business loan agreement with California
Community Bank ("CCB") in the amount of $971,250 to fund the acquisition of an office building.
The daily outstanding principal balance bears interest at 6.25%. Accrued principal and interest are
payable in monthly installments of $8,377 through June 27, 2021. The note is secured by, among
other collateral, a Deed of Trust on the building and building improvements dated June 27, 2006. As
of June 30, 2013 the outstanding balance on the note was $601,490.

Future minimum annual principal payments on the loan payable are as follows:

Years Ending
June 30,
2014 b 64,512
2015 68,661
2016 73,078
2017 77,876
2018 80,369
Thereafter 236,994
$ 601,490
L
Note 8. Line of Credit;

The Organization has an unsecured line of credit agreement with a financial institution, which
matures in July 2014. Borrowings under the line of credit agreement are limited to $250,000. The
line of credit bears interest at the rate of 5.0%, subject to fluctuation based on the lender's "Index
rate" as defined. There was no outstanding balance under the line as of June 30, 2013.

Note 9. Commitments and Contingencies:

erating Leases

The Organization leases an office facility from the City of Vista under a non-cancelable operating
lease that expires in June 30, 2017. The Organization is charged $1,500 per month, which is a below-
market rent as the services provided by the Organization benefit the City of Vista and its residents.
The Organization estimates the fair value of the monthly rent to be $15,244 and has accordingly
recorded $164,925 of in-kind rental income and expense for the year ended June 30, 2013, in the

accompanying statement of activities.
12



North County Lifeline, Inc.
Notes to Financial Statements
June 30, 2013

Note 9. Commitments and Contingencies (continued):

Vista Way

The Organization entered into a new lease agreement in April 2012 to lease office space under a non-
cancelable operating lease for a five year period ending August 2017. The organization is charged
$10,732 per month and is set to increase each year on September 1.

The Organization also leases equipment under a non-cancelable operating lease with monthly
payments of $909 expiring in April 2014.

The minimum lease payments under the non-cancelable operating leases are as follows:

Years ending
June 30,

2014 S 164,123
2015 164,939
2016 170,718
2017 175,671
2018 26,416
Total $ 701,867

Rent expense (including in-kind rent) amounted to $297,908 for the year ended June 30, 2013,

Note 10. Guarantees and Indemnities:

During the normal course of business, the Organization has made certain indemnities and guarantees
under which it may be required to make payments in relation to certain transactions. These
indemnities include certain agreements with the Organization's officers, under which the
Organization may be required to indemnify such person for liabilities arising out of their employment
relationship. The Organization has also indemnified its lender for certain environmental liability
losses which may be incurred related to the corresponding land, building and improvements. The
duration of these indemnities and guarantees varies and, in certain cases, is indefinite. The majority
of these indemnities and guarantees do not provide for any limitation of the maximum potential
future payments the Organization could be obligated to make. The Organization hedges some of the
risk associated with these potential obligations by carrying general liability insurance, Historically,
the Organization has not been obligated to make significant payments for these obligations and no
liabilities have been recorded for these indemnities and guarantees in the accompanying statements
of financial position.

13



North County Lifeline, Inc.
Notes to Financial Statements
June 30, 2013

Note 11. Retirement Plan:

The Organization has adopted a tax deferred annuity plan under Section 403(b) of the Internal
Revenue Code whereby employees may elect to defer a portion of their compensation to be invested
in annuity contracts on their behalf. The Organization contributed $741 to the plan during the year
ended June 30, 2013.

Note 12. Date of Managements Review:

The Organization’s management has evaluated subsequent events through September 3, 2013 the
date the financial statements were available to be issued. Management is not aware of any
subsequent events that would require adjustment to, or disclosures in, the financial statements.

14
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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

To the Board of Directors of
North County Lifeline, Inc.,

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 North
County Lifeline, Inc. (a nonprofit organization), which comprise the statement of financial position
as of June 30, 2013, and the related statements of activities, and cash flows for the year then ended,
and the related notes to the financial statements, and have issued our report thereon dated September
3,2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered North County
Lifeline, Inc.’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 North
County Lifeline, Inc.’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Organization’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.

15
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether North County Lifeline, Inc.’s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providmg 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.

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
organization’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 organization’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

September 3, 2013 Sonnenberg & Company, CPAs

16



Sonnenberg & Company, CPAs Moonnenbers)

{/Sonnenberg\}

|| & Company ' A Professional Corporation | & Company |}
l @PA 5190 Governor Drive, Suite 201, San Diego, California 92122 Z@ al.n

i + AUDITS + TAXES » : TEARS IN

\ ¥ Phone: (858} 457-5252 « (B00) 4684-4HOA * Fax: (858) 457-2211 » (800) 303-4FAX Y\ PRACTICE /4
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
THAT COULD HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors of
North County Lifeline, Inc.

Report on Compliance for Each Major Federal Program

We have audited North County Lifeline, Inc.’s compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct
and material effect on each of North County Lifeline, Inc.’s major federal programs for the year
ended June 30, 2013. North County Lifeline, Inc.’s major federal programs are identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of North County Lifeline, Ine¢.’s
major federal programs based on our audit of the types of compliance requirements referred to above.
We conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations, Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have
a direct and material effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence about North County Lifeline, Inc.’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 North County
Lifeline, Inc.’s compliance.
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Opinion on Each Major Federal Program

In our opinion, North County Lifeline, Inc. complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its
major federal programs for the year ended June 30, 2013.

Report on Internal Control Over Compliance

Management of North County Lifeline, Inc. 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 North County Lifeline, Inc.’s
internal control over compliance with the types of requirements that could have a direct and material
effect on each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with OMB Circular
A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of North County
Lifeline, Inc.’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 intenal 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 OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

September 3, 2013 Sonnenberg & Company, CPAs
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North County Lifeline, Inc.
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2013

Federal Grantor/ Federal Agency or
Pass-through Grantor/ CFDA Pass-Thru Federal
Program or Cluster Title Number Number Expenditures
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES/
PASS-THOUGH THE COUNTY OF SAN DIEGO
Community Service Block Grant 93.565 County of San Diego b3 541,587
Teen Pregnancy Prevention Program 93.297 San Diego Youth Services 3 143,648
Community-Based Child Abuse Prevention Grants 93.590 City of Oceanside 5 19,010
Promoting Safe and Stable Families 93,556 County of San Diego s 250,299
Stephanie Tubbs Jones Child Welfare Services Program 93.645 County of San Diego $ 47,525
ACA Health Profession Opportunity ACT 93.093 San Diego Workforce Partnership  § 286,517
Total U.S. Department of Health and Human Services b 1,288,586
U.S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT
Supportive Housing Program 14.235 Community Housing Works b 67,419
Community Development Block Grant 14.218 City of Vista 5 8,120
Community Development Block Grant 14.218 City of Encinitas $ 9,559
Community Development Block Grant 14.218 City of San Marcos S 21,630
Community Development Block Grant 14,218 City of Vista 5 40,000
Community Development Block Grant 14.218 County of San Diego 5 157,584
Community Development Block Grant 14,218 City of Oceanside L3 20,000
Community Development Block Grant 14.218 City of Escondido $ 27,546
Total U.S. Department of Housing and Urban Development g 351,858
U.S. DEPARTMENT OF EDUCATION
Education for Homeiess Children and Youth 84.196A City of Vista $ 95,986
Total U.S. Department of Education $ 95,986
U.S. DEPARTMENT OF TREASURY
Volenteer Income Tax Assistance 21.009 Internal Revenue Service ¥ 22,250
Total U.S. Department of Treasury s 22,250
CORPORATION FOR NATIONAL AND COMMUNITY SERVICES
Social Innovation Fund 94.019 LISC San Diego $ 71,776
Total Corporation for National and Community Services S 71,776
Total Federal Awards $ 1,83()‘456

Note A - Basis of Presentation: This schedule Is prepared on the acerual basls of accounting.

See Independent Auditors Reporl
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North County Lifeline, Inc.
Schedule of Findings and Questioned Costs
Summary of Auditor’s Results
Year Ended June 30, 2013

Summary of Auditor’s Results

. The independent auditors’ report expresses an unmodified opinion on the financial
statements of North County Lifeline, Inc.

. No material weaknesses relating to the audit of the financial statements were identified in the
Report on Internal Controls over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with Government
Auditing Standards.

. No significant deficiencies relating to the audit of the financial statements were identified in
the Report on Internal Controls over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards.

. No instances of noncompliance material to the financial statement were noted.

. No material weaknesses relating to the major federal award programs were identified in the
Report on Compliance with Requirements That Could Have a Direct and Material Effect on
Each Major Program and on Internal Control over Compliance in Accordance with OMB
Circular A-133,

. No significant deficiencies relating to the major federal award programs were identified in
the Report on Compliance with Requirements That Could Have a Direct and Material Effect
on Each Major Program and on Internal Control over Compliance in Accordance with OMB
Circular A-133,

. The independent auditors’ report on compliance for the major federal award programs for the
auditee expresses an unqualified opinion,

. There were no findings relative to the major federal award programs for the auditee that are
required to the reported in accordance with section 510(a) of OMB Circular A-133.

. The programs tested as major programs include:

CFDA Number
U.S. Department of Health and Human Services/Pass-through
the County of San Diego:
Community Service Block Grant 93.569
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North County Lifeline, Inc.
Schedule of Findings and Questioned Costs (continued)
Summary of Auditor’s Results
Year Ended June 30, 2013

10. The threshold for distinguishing Type A and B programs was $300,000.

11. The auditee was considered to be a low-risk auditee for the year ended June 30, 2013,
Findings - Financial Statement Audit

None.

Findings and Questioned Costs — Major Federal Award Programs Audit

None,

Schedule of Prior Year Findings and Questioned Costs

None,
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