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The Honorable Mayor and Members of the City Council
City of Colusa
Colusa, California
         

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
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 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.  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.
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CITY OF COLUSA

Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2014

Federal
CFDA Pass-through Federal

Federal Grantor/Pass Through Grantor/Program Title Number Entity Number Expenditures

U.S. Department of Agriculture

Direct Program:
    Water and Waste Disposal Systems for Rural Communities 10.760 - 146,871$          

                 Total U.S. Department of Agriculture 146,871            

U.S. Department of Housing and Urban Development

Passed through State Department of Housing and Community Development:
    Community Development Block Grants/State's Program and Non-
       Entirlement Grants in Hawaii 14.228 Program Income 107,472            
    Community Development Block Grants/State's Program and Non-
       Entitlement Grants in Hawaii 14.228 Outstanding loans 1,735,167         

                 Subtotal 14.228 1,842,639         

    Home Investment Partnerships Program 14.239 Outstanding loans 697,893            

                 Subtotal 14.239 697,893            

                 Total U.S. Department of Housing and Urban Development 2,540,532         

U.S. Department of Transportation

Passed throuth State Department of Transportation:
    Highway Planning and Construction 20.205 SRTSL-5035-(013) 136,840            

                 Total U.S. Department of Transportation 136,840            

U.S. Department of Justice 

Direct Program:
    Public Safety Partnership and Community Policing Grants 16.710 - 52,378              

                 Total U.S. Department of Justice 52,378              

                 Total 2,876,621$       

See the accompanying Notes to Schedule of Expenditures of Federal Awards
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CITY OF COLUSA
Notes to Schedule of Expenditures of Federal Awards

June 30, 2014

1. REPORTING ENTITY

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all federal financial
assistance programs of the City of Colusa, California (City).  The City reporting entity is defined in Note 1
to the City’s basic financial statements.  All federal awards received directly from federal agencies as well
as federal awards passed through other government agencies are included in the Schedule of Expenditures
of Federal Awards.

2. BASIS OF ACCOUNTING

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and
reported in the financial statements, regardless of the measurement focus applied.  The accompanying
Schedule of Expenditures of Federal Awards, is presented using the modified accrual basis of accounting
for grants accounted for in the governmental fund types and the accrual basis of accounting for grants
accounted for in the proprietary fund types, as described in the notes to the City financial statements.  In
addition, the outstanding balance of prior years’ loans that have significant continuing compliance
requirements have been included in total federal expenditures. 

3. RELATIONSHIP TO FEDERAL FINANCIAL REPORTS      

The amounts reported in the accompanying Schedule of Expenditures of Federal Awards agree or can be
reconciled with amounts reported in the related federal financial assistance reports.  

4. RELATIONSHIP TO BASIC FINANCIAL STATEMENTS

The amounts reported in the accompanying Schedule of Expenditures of Federal Awards agree or can be
reconciled with amounts reported in the City’s basic financial statements.

5.    PASS - THROUGH ENTITIES’ IDENTIFYING NUMBER

When federal awards were received from a pass-through entity, the Schedule of Expenditures of Federal
Awards shows, if available, the identifying number assigned by the pass-through entity.  When no identifying
number is shown, the City determined that no identifying number is assigned for the program or the City was
unable to obtain an identifying number from the pass-through entity.

6. LOANS WITH CONTINUING COMPLIANCE REQUIREMENTS

The City participates in certain federal award programs that sponsor revolving loan programs, which are
administered by the City.  These programs require servicing arrangements with the City.  The funds are
returned to the programs upon repayment of the principal and interest.  In accordance with Subpart B, Section
205 of the U.S. Office of Management and Budget Circular A-133, the City has reported the outstanding
balance of loans from previous years that have significant continuing compliance requirements as of June
30, 2014, along with the value of total outstanding and new loans made during the current year.
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CITY OF COLUSA
Notes to Schedule of Expenditures of Federal Awards

June 30, 2014

6. LOANS WITH CONTINUING COMPLIANCE REQUIREMENTS (CONTINUED)

The programs listed below had the following aggregate, federally funded loans outstanding at June 30, 2014:
                     

               Amount Outstanding             

     Federal

   CFDA                                   Program Title                                    July 1, 2013     June 30, 2014 

14.228 Community Development Block Grants/State’s Program

  and Non- Entitlement Grants in Hawaii $       1,735,167 $       1,710,679

14.239 Home Investment Partnerships Program             697,893             710,804

Total Loans Outstanding $       2,433,060 $       2,421,483
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CITY OF COLUSA
Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2014

SECTION I - SUMMARY OF AUDITOR’S RESULTS

Financial Statements Status

1. Type of auditor’s report issued    Unqualified         

2. Internal controls over financial reporting:
a. Material weaknesses identified? No
b. Significant deficiencies identified not considered to be

 material weaknesses? Yes

3. Noncompliance material to financial statements noted? No

Federal Awards

1. Internal control over major programs:
a. Material weaknesses identified? No
b. Significant deficiencies identified not considered to be

 material weaknesses? No

2. Type of auditor’s report issued on compliance 
for major programs: Unqualified

3. Any audit findings disclosed that are required to be reported
in accordance with OMB Circular A-133 Section 510(a)? No

4. Identification of major programs:
14.228   Community Development Block Grants/State’s 

          Program and Non-Entitlement Grants in Hawaii

5. Dollar threshold used to distinguish between Type A and
Type B programs? $300,000

6. Auditee qualified as a low-risk auditee under OMB Circular
A-133, Section 530? No

SECTION II - FINANCIAL STATEMENT FINDINGS 

Due from Developers 2014-001

SECTION III - FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS                      

None
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CITY OF COLUSA
Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2014

2014-001 Due from Developers (Significant Deficiency)

Condition

During our audit we noted that the City had approximately $158,000 in unreimbursed expenditures due
from various developers in the City.  This is a repeat of a prior year finding.

Cause

In prior years the City has not collected reimbursements from developers for City expenditures on a
timely basis.    

Criteria

The City maintains separate funds to account for reimbursable City expenditures due from the individual
developers.  Good internal control requires that the City reconcile and collect these amounts due from
developers on a timely basis.

Effect of Condition

The City has unbilled reimbursable expenditures of approximately $158,000.  Although the City has
implemented a billing program for these receivables, several balances may be uncollectible and the City
General fund may ultimately be responsible for these costs.

Recommendation

We recommend that the City continue to review and monitor these balances.  In addition, balances that
are determined to be uncollectible should be written off and not be reflected on the City financial
statements as a valid receivable.

Corrective Action Plan

The City will continue to monitor developer balances and determine which developers balances will be
written off.
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CITY OF COLUSA
Schedule of Prior Year Findings and Questioned Costs

For the Year Ended June 30, 2014

 Audit Reference 

13-FS-01

 

13-FS-02

 

13-SA-01

                                 Status of Prior Year Recommendations                               

Loans Receivable            

Recommendation

We recommend that the City periodically review outstanding HOME loans
receivable and verify the accuracy of the outstanding balance.

Status

Implemented

Due from Developers

Recommendation

We recommend that the City continue to review and monitor these balances.  In
addition, balances that are determined to be uncollectible should be written off and
not be reflected on the City financial statements as a valid receivable.

Status

Not Implemented

HOME INVESTMENT PARTNERSHIPS PROGRAM              

Recommendation

We recommend that the City verify that all HOME loan recipients have the required
homeowner’s insurance and maintain documentation on an annual basis.

Status

Implemented
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