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STATE CONTROLLER’S REPORT 
 

(Stockton, CA) – Today, August 5, 2013, after fifteen (15) months of work by the State 

Controller’s Office (SCO) the City of Stockton received their final audit reports. 

The SCO audit covers primarily “old” information going back to FY 2003-2004 up to 

June 2011.  Much of their conclusions are two years old or more. 

The SCO report does nothing more than rehash and make conclusions about problems 

already identified and well-documented by the City. It does not take into account that the City 

is and has been aggressively and comprehensively addressing the issues that contributed to 

its insolvency status. The SCO audit offers opinions and criticisms about Management  

Philosophy and Organizational Structure, Commitment to Competence or Integrity and 

Ethical Values, without attempting to have one of the 17 auditors that were sent by the SCO 

interview senior managers or the City Manager. 

The report speaks to the disbanding of the City Auditor function, which is inaccurate. 
 
The City Council, through the Audit Committee, has direct oversight of the auditing function 

within the City.  To claim the City Manager has never supported an independent outside 

review of fiscal management practices is blatantly false. The SCO knows that upon request 
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of the City Manager, the City Council has hired a reputable CPA Firm, Moss Adams, to serve 

in the capacity of the City Auditor and to assist in a more robust evaluation of our internal 

controls. This will be shared with the Audit Committee soon.   

Vice Mayor Paul Canepa, chair of the Audit Committee states, “The Audit Committee 

is now meeting monthly and taking a very active roll with respect to oversight of the City’s 

audit functions.  We know there is more work to be done, and I look forward to receiving the 

internal control evaluation from Moss Adams so that we can continue our efforts.”  

The SCO reports simply restate findings already identified by the City and our external 

auditors and offers retrospective advice and counsel about what prior leadership and Council 

should have done differently in the decades before the City’s fiscal crises.  The SCO report 

does not reflect the City’s current situation, nor the progress made in the last 3 years. All of 

this progress was made in a city that is insolvent, is responding to unprecedented crime and 

was managing the now second biggest city bankruptcy in the history of the country. 

The SCO takes credit for finding “significant weaknesses with the City’s accounting and 

administrative controls system”…and the “…potential for waste, fraud, and abuse of public 

resources.” We had already identified these areas for improvement and the SCO did not find 

any evidence of “waste, fraud, and abuse of public resources.” The SCO report does 

validate our findings. 

The SCO originally offered their assistance to Stockton asserting that they may be able 

to help with Stockton’s fiscal crises. The result of the SCO audit simply confirms our 

findings, which had already been made public in various reports and numerous public 
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meetings.  The SCO report restates our own findings and suggests corrective actions 

already underway. 

Those that requested this audit did so over concern that the City was planning on 

filing for bankruptcy.  Nothing they have reported has made any significant difference in the 

bankruptcy filing.  Had the State Controller conducted a 15 month audit a decade or two 

ago, we may have avoided our current fate. 

“This audit is a disappointment,” said City Manager Bob Deis. “It produces very little 

new information.  Instead, it just inflames the situation and slows down Stockton’s 

recovery.” 

The SCO originally gave a confidential draft of the audit reports to the City on June 27, 

2013. They gave the City 10 calendar days to respond to the report they prepared over the 

course of 15 months. The City requested additional time and was given 5 more days to 

develop our response. The SCO’s final report does not take into consideration the areas 

where the City disagreed with their findings, making their final report inaccurate and 

misleading.  

The cost of the audit conducted by the SCO will be billed to the City of Stockton for 

services that provided no value or benefit to the City. We have requested information 

through the California Public Records Act on the cost of the 17 auditors that conducted the  

audits. 

For information additional information, please call (209) 937-8827 or visit 

www.stocktongov.com. 
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