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CITY OF CENTRAL FALLS

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2008

GENERAL

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all
federal awards programs of the City of Central Falls. All federal awards received from federal
agencies are included on the Schedule.

BASIS OF ACCOUNTING

The accompanying Schedule of Expenditures of Federal Awards is presented using the
accrual basis of accounting.

DETERMINATION OF MAJOR PROGRAMS

The determination of major awards programs was based upon the overall level of
expenditures for all federal programs for the City of Central Falls. As such, the threshold for
determining Type A and Type B programs is defined as those with program expenditures greater than
$300,000 or 3 percent of total expenditures when the total expenditures are over $10,000,000. For
the fiscal year ended June 30, 2008, the following program was considered to be major programs:

CDBG... oo 14.228




»Braver.

| Accountants & Advisors

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 Honorable City Council
City of Central Falls
Central Falls, Rhode Island

We have audited the financial statements of the City of Central Falls, Rhode Island as of and for the
year ended June 30, 2008, and have issued our report thereon dated December 31, 2008. 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.

Iinternal Control Over Financlal Reporting

.In planning and performing our audit, we considered the City of Central Falls’ internal control over
financial reporting as a basis for designing our auditing procedures 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 of Central Falls’ internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the City of Central Falls’ internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we

identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A control deficiency 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 misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the City of Central Falls’ ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement of the City of Central Falls’ financial statements that is more
than inconsequential will not be prevented by the City of Central Falls’ internal control. We consider the
deficiency described in the accompanying schedule of findings and questioned costs to be a significant
deficiency in internal control over financial reporting. The significant deficiency noted is identified as 2008-1
in the accompanying schedule of findings and questioned costs.
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A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the City of Central Falls’ internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies in the
internal control that might be significant deficiencies and, accordingly, would not necessarily disclose all
significant deficiencies that are also considered to be material weaknesses. However, we believe that the
significant deficiency described above is not a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Central Falls’ financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grants, agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement 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 that are required to be
reported under Government Auditing Standards.

We also noted certain matters that we reported to management of the City of Central Falls in a
separate letter dated December 31, 2008.

This report is intended solely for the information of the City Council, management, others within the
City, and federal awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

Broaver 1C

Providence, Rhode Island
December 31, 2008
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO
EACH MAJOR PROGRAM, AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

To the Honorable City Council
City of Central Falls
Central Falls, Rhode Isiand

Compliance

We have audited the compliance of the City of Central Falls, Rhode Island with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended June
30, 2008. The City of Central Falls’ major federal programs are identified in the summary of auditor's
results section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts and grants applicable to each of its major federal programs is
the responsibility of the City of Central Falls’ management. Our responsibility is to express an opinion on
the City of Central Falls’ compliance based on our audit.

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 the City of Central Falls’ 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. Our audit does not provide a legal determination on the City of Central
Falls’ compliance with those requirements.

In our opinion, the City of Central Falls complied, in all material respects, with the requirements

referred to above that are applicable to each of its major federal programs for the year ended June 30,
2008.

Boston

6 Newton

@;‘;‘;}MGI Two Charles Street, Providence, BRI 02904 T4014212710 F4012745230 www.thebravergroup.com Providence
o ot WORLDWIDE




Internal Control Over Compliance

The management of the City of Central Falls is responsible for establishing and maintaining
effective internal control over compliance with the requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered the City of Central
Falls’ internal control over compliance with requirements that could have a direct and material effect on a
major federal program in order to determine our auditing procedures for the purpose of expressing our
opinion on compliance, 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 of
Central Falls’ internal control over compliance.

A control deficiency in an entity’s control over compliance 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 noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance of a federal
program will not be prevented or detected by the entity’s internal control. We noted no matters involving
the internal control over compliance and its operation that we consider to be material weaknesses.
However, we noted other matters involving the internal control over compliance that we have reported to
the management of the City of Central Falls in a separate letter dated December 31, 2008.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that might
be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the government activities, the business-type activities,
the aggregate discretely presented components units, each major fund, and the aggregate remaining fund
information of the City of Central Falls, as of and for the year ended June 30, 2008. Our audit was
performed for the purpose of forming our opinions on the financial statements that collectively comprise the
City of Central Falls' basic financial statements. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by OMB Circular A-133 and is not a
required part of the basic financial statements. Such information had been subjected to the auditing
procedures applied in the audit of the basic financial statements and , in our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

The City of Central Falls’ response to the finding identified in our audit is described in the
accompanying schedule of findings and questioned costs. We did not audit the City of Central Falls’
response and, accordingly, we express no opinion on it.

This report is intended for the information of the City Council, management, others within the City of
Central Falls and federal awarding agencies and pass-through entities and is not intended to be and should
not be and should not be used by anyone other than these specified parties.

Providence, Rhode Island
February 18, 2009 except for the schedule of expenditures of
Federal Awards as to which the date is December 31, 2008



CITY OF CENTRAL FALLS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2008

A. SUMMARY OF AUDITOR’S RESULTS

1.

The auditor's report expressed an unqualified opinion on the financial statements of the City of
Central Falls.

One significant deficiency in internal control over financial reporting was identified.

No instances of noncompliance material to the financial statements of the City of Central Falls
were disclosed during the audit.

No significant deficiencies in internal control over compliance with requirements applicable to
major federal award programs were identified.

The auditor's report on compliance for the major federal award programs for the City of Central
Falls expresses an unqualified opinion.

Audit findings relative to the major federal award programs for the City of Central Falls are
reported in Part C of this Schedule.

The programs tested as major programs include:
CDBG ..o 14,228

The threshold for distinguishing Type A and B programs is described in Note 3 to the Schedule of
Expenditures of Federal Awards.

The City of Central Falls qualifies as a low risk auditee.

B. FINDINGS ~ RELATED TO AUDIT OF FINANCIAL STATEMENTS

Current Year Findings:

2008-1 Timely Reconciliation and Closing Procedures

Our audit procedures revealed there is no systematic method of ensuring that timely and complete
monthly reconciliation and closing procedures take place. This situation leads to a continuing and growing
backlog of transactions and journal entries that are not posted into the accounting system in a timely manner,

which limits the accounting information's usefuiness in making well informed business decisions.

accounting function deficiency may ultimately cause significant errors in the financial records and financial
statements, as well as allow possible irregularities, including fraud, to exist and continue without notice. This
situation should be corrected as soon as possible with the establishment of a system of consistent and timely

monthly reconciliations and closing procedures.




CITY OF CENTRAL FALLS

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2008

B. FINDINGS —~ RELATED TO AUDIT OF FINANCIAL STATEMENTS (Continued)

Prior Year Findings:
2007-1; Timely Financlal Reports

We noted that the City's accounting and reporting process is being significantly delayed. Continual
problems in receiving timely and current financial information can significantly impact management’s ability to
effectively make decisions regarding the City’s finances. Critical areas such as financial analysis, budgetary
control, and cash flow can all be negatively impacted. Additionally, the City is required to comply with Rhode
Island General Law, requiring that annual reports are to be submitted to the State Auditor General no later
than six months after year end. For the year ended June 30, 2007, the city was not in compliance with this
requirement.

We recommend that the accounting department take whatever steps are necessary to ensure that the
City Council and the State Auditor General receive current and accurate financial information on a timely
basis. If it is determined that the department is understaffed, steps should be taken to alleviate this problem
so that work can remain current without an undue hardship on any one employee. Once the department is up
to date, the accounting staff must consistently provide management with the accurate financial reports and
information necessary to effectively manage the City’s operations.

C. FINDINGS AND QUESTIONED COSTS RELATING TO FEDERAL AWARDS
Current Year Findings:
None
Prior Year Findings:

There are no known but uncorrected findings and recommendations from prior audits that
affect the current audit objective




