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MANAGEMENT'S DISCUSSION AND ANALYSIS 
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Net investment in capital assets of $27,406,983, representing the City’s investment in capital assets used in 
governmental activities, net of accumulated depreciation and amounts borrowed to finance those investments.  
 
Unrestricted net position, the part of net position that can be used to finance day to day operations without 
constraints established by debt covenants or other legal requirements or restrictions, was $300,352 as of June 
30, 2018.  

 

 
 
As the Sources of Revenue chart above shows, $4,164,678, or 35.41% of the City’s fiscal year 2018 
governmental activities revenue came from taxes, while $3,677,477, or 31.26% came from charges for 
services, $2,379,442 or 20.23%, came from capital grants and contributions, $1,094,704 or 9.31% came from 
operating grants and contributions, and the remainder came from a variety of sources. 
 

 
 
The Functional Expenses chart above includes only current year expenses; it does not include capital 
outlays, which are added to the City’s capital assets.  As the chart shows, general government was 
$2,398,084, or 21.29%, of total governmental expenses, public safety was $3,586,594, or 31.84%, public works 
was $4,147.022, or 36.80%, parks and recreation was $1,134,129, or 10.07%. 
 
The Statements of Activities presents program revenues and expenses and general revenues in detail.  All of these 
elements in the changes in governmental net position are summarized below. 

Sources of Revenue

Taxes

Charges for services

Capital grants and
contributions

Operating grants and
contributions

Other revenue

Functional Expenses

General government

Public safety

Public works

Parks and recreation
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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 

 
To the Honorable Mayor and Members of the City Council  
     of the City of Imperial 
Imperial, California 
 
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 governmental 
activities, the business-type activities, each major fund, and the aggregate remaining fund information of 
the City of Imperial (City), as of and for the fiscal year ended June 30, 2018, and the related notes to the 
financial statements, which collectively comprise the City’s basic financial statements, and have issued 
our report thereon dated March 11, 2019. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the City’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 opinions on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do 
not express an opinion on the effectiveness of the City’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.  We did identify deficiencies in internal control (Finding 2018-1 
through 2018-5) that we consider to be a significant deficiency.  
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the City’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, 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 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 entity’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 entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 
 

 
Moss, Levy & Hartzheim, LLP 
Culver City, California 
March 11, 2019 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH  

MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE  
REQUIRED BY UNIFORM GUIDANCE 

 
To the Honorable Mayor and Members of the City Council  
     of the City of Imperial 
Imperial, California 
 
Report on Compliance for Each Major Federal Program 
 
We have audited the City of Imperial’s (City) compliance with the types of compliance requirements 
described in the OMB Compliance Supplement that could have a direct and material effect on each of the 
City’s major federal programs for the fiscal year ended June 30, 2018. The City’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 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 each of the City’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 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 the City’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 the City’s compliance. 
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Opinion on Each Major Federal Program 
 
In our opinion, the City, 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 
fiscal year ended June 30, 2018. 
 
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 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 
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. 
 
Report on Schedule of Expenditures of Federal Awards Required by Uniform Guidance 
 
We have audited the financial statements of the governmental activities, business-type activities, each 
major fund, and the aggregate remaining fund information of the City of Imperial as of and for the fiscal 
year ended June 30, 2018, and the related notes to the financial statements, which collectively comprise 
the City’s basic financial statements.  We issued our report thereon dated March 11, 2019, which 
contained unmodified opinions on those financial statements.  Our audit was conducted for the purpose of 
forming opinions on the financial statements that collectively comprise the basic financial statements.  
The accompanying schedule of expenditures of federal awards is presented for purposes of additional 
analysis as required by 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 financial statements taken as a whole. 
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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. 
 

 
 
Moss, Levy & Hartzheim, LLP 
Culver City, California 
March 11, 2019 
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City of Imperial 
Schedule of Expenditures of Federal Awards 
For the Fiscal Year Ended June 30, 2018 
 

       
Agency or

Federal Pass-Through Expenditures
Federal Grantor/Pass-Through Grantor CFDA Entity ID Federal to

Program Title Number Number Expenditures Subrecipients

U.S. Department of Housing and Urban Development:
Passed through Programs From:
   State of California Department of Housing and Community
   Development:
        Community Development Block Grant 14.218 N/A 298,637$        

Total U.S. Department of Housing and Urban Development 298,637          

U.S. Department of Transportation:
Passed through Programs From:
   California Department of Transportation:
        Highway Planning and Construction 20.205 STPL-5134(019) 670,861          *
        Highway Planning and Construction 20.205 N/A 1,639              *
        Highway Planning and Construction 20.205 N/A 4,201              *
        Highway Planning and Construction 20.205 RSTP-5134(019) 319,295          *

Total U.S. Department of Transportation 995,996          

TOTAL EXPENDITURES OF FEDERAL AWARDS 1,294,633$     -$             

* Denotes major program

 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

See accompanying notes to the schedule of expenditures of federal awards 
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City of Imperial 
Notes to the Schedule of Expenditures of Federal Awards 
For the Fiscal Year Ended June 30, 2018 
__________________________________________________________________________ 
 
1. REPORTING ENTITY 

 

The financial reporting entity consists of (a) the primary government, City of Imperial (City), 
and other organizations for which the primary government is not accountable, but for which the 
nature and significance of their relationship with the primary government are such that exclusion 
would cause the reporting entity's financial statements to be misleading or incomplete.  

 
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

Basis of Accounting 
 

Funds received under the various grant programs have been recorded within special revenue and 
capital projects funds of the City. The City utilizes the modified accrual method of accounting 
for the special revenue, and capital projects funds. The accompanying Schedule of Expenditures 
of Federal Awards (Schedule) has been prepared accordingly. 

    
      Schedule of Expenditures of Federal Awards 
  
      The accompanying Schedule presents the activity of all federal financial assistance                                    

programs of the City. Federal financial assistance received directly from federal agencies as well 
as federal financial assistance passed through the State of California is included in the Schedule. 

 
     The Schedule was prepared from only the accounts of various grant programs and, therefore, 

does not present the financial position or results of operations of the City. 
 

The City has not elected to use the ten percent de minimis cost rate as covered in Section 
200.414 Indirect (F&A) costs of the Uniform Guidance. 

 

3. PROGRAM DESCRIPTIONS  
 

U. S. Department of Housing and Urban Development  
 

Community Development Block Grant/Entitlement Grant 
 

The Community Development Block Grant/Entitlement Grant provides funding for 
communities to undertake a wide range of community-based activities directed toward 
neighborhood revitalization, economic development, and community services, facilities, 
and improvements. Entitlement communities develop their programs and set their funding 
priorities in conformance with the statutory standards, program regulations, and other 
federal requirements. Specific activities that can be carried out with Community 
Development Block Grant (CDBG) funds include acquisition of real property; relocation; 
clearance and demolition; rehabilitation of residential and nonresidential structures; 
provision of public facilities and improvements, such as water and sewer facilities (which 
require reviews by the State single point of contact or a Regional Planning Agency in 
accordance with Executive Order 12372), streets, and neighborhood centers. 
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City of Imperial 
Notes to the Schedule of Expenditures of Federal Awards 
For the Fiscal Year Ended June 30, 2018 
__________________________________________________________________________ 

 
3. PROGRAM DESCRIPTIONS (CONTINUED)  

 
U. S. Department of Transportation   
 
Highway Planning and Construction  

 
The objective of the Highway Planning and Construction cluster is to: (1) assist states in the 
planning and development of an integrated, interconnected transportation system important 
to interstate commerce and travel by constructing and rehabilitating the national highway 
system, including interstate highways and most other public roads; (2) provide aid for the 
repair of roads following disasters; (3) foster safe highway design and replace or 
rehabilitate structurally deficient or functionally obsolete bridges; and (4) provide for other 
special purposes. 
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CITY OF IMPERIAL 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the Fiscal Year Ended June 30, 2018 
 

Section I – Summary of Auditor’s Results 
 
 

Financial Statements 
 
Type of auditor’s report issued      Unmodified 
 
Internal control over financial reporting: 
 Material weakness(es) identified?             Yes        X  No 
 Significant deficiency(ies) identified not considered  
   to be material weaknesses?            X       Yes       None reported 
  
Noncompliance material to financial statements noted?                      Yes   _   X  No 
 

Federal Awards 
 
Internal control over major programs: 
 Material weakness(es) identified?                        Yes       X  No 
 Significant deficiency(ies) identified not considered  
   to be material weaknesses?                         Yes       X  None reported 
 
Type of auditor’s report issued on compliance for 
 major programs:                  Unmodified 
 
Any audit findings disclosed that are required to be  
 reported in accordance with Uniform Guidance, 
 Section 510 (a)                          Yes       X    No 
 
Identification of major program: 
 
CFDA Number       Name of Federal Program or Cluster 
 
     20.205                      Highway Planning and Construction  
 
Dollar threshold used to distinguish between Type A 
 and Type B programs:      $ 750,000 
     
Auditee qualified as low-risk auditee:                  Yes          X  No 
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CITY OF IMPERIAL 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the Fiscal Year Ended June 30, 2018 
 

Section II – Findings – Financial Statement Audit 
 
Significant Deficiencies 
 
2018-1 Finding – Impact fee studies not updated in a timely manner 

During our review of compliance, it was noted that the City’s development impact fee studies from the 
fiscal year ended 2010 were not updated in a timely manner. California Government Code title 7, chapter 
5, section 66001 requires that on the 5th year of the initial established of a development impact fee and 
every 5 years after, the City needs to 1)identify the purposes that the fees were put towards during the 5 
year period 2)demonstrate the relationship between the fees and the purpose for which it was charged 
3)identify the status and future status of current projects and/or new projects 4)update the estimated time 
of completion for projects.  
 
Effect: 
The City is not in compliance with California Government Code by not updating the impact fees in a 
timely manner.   
 
Recommendation: 
We recommend that the City ensure the impact fees studies be updated in a timely manner.  
 
Management Report: 
The City will ensure the Impact Fee Study is updated within the time required. 

 
2018-2 Finding – Lack of control in the Human Resources and Payroll Departments: 

During our review of internal controls, we noted a lack of controls in the Human Resources and Payroll 
Department. Specifically, payroll changes were being made by the payroll department prior to approval 
and documentation of approval by the HR department. In one case, we could not find an authorized 
payroll adjustment form for a salary increase already entered by the payroll department. In another case, 
required payroll changes were not made in a timely manner, requiring retroactive adjustments after the 
fact.  
 
Effect: 
A lack of control in the payroll and HR departments increases the risk that errors and irregularities may 
occur and go undetected. It could adversely affect the City’s ability to initiate authorize, record or 
process report financial data reliably, which could lead to a misappropriation of funds.  
 
Recommendation: 
We recommend that the City ensure that wage changes and other personnel related changes should be 
approved and processed by the HR department prior to input and that all wage and payroll changes be 
made in a timely manner  
 
Management Report: 
The City will ensure appropriate paperwork is completed and that accruals are processed in a 
timely manner. 
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CITY OF IMPERIAL 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the Fiscal Year Ended June 30, 2018 
 

Section II – Findings – Financial Statement Audit (Continued) 
 
Significant Deficiencies (Continued) 
 
2018-3 Finding – Credit card statements missing receipts: 

During our test of employee credit card, we noted that 2 out of 2 credit card statements tested had 
missing credit card receipts.  
 
Effect: 
When an employee credit card is paid without all appropriate receipts attached, it is difficult to determine 
if all charges were appropriate and allowable.  
 
Recommendation: 
We recommend that the City ensure employee credit cards are only paid when all receipts have been 
obtained.  
 
Management Report: 
The City will ensure the GANN Limit is adopted within the time required. 

 
2018-4 Finding – City does not have an adopted Appropriation Limit: 

The California Constitution Article XIII B requires that all California cities pass an appropriation limit 
(GANN Limit) for each fiscal year. City did not establish an appropriation limit in the initial year of 
adoption (1979) and has not adopted an appropriation in any subsequent year.  
 
Effect: 
By not passing an appropriation limit, the City is not in compliance with the California Constitution.  
 
Recommendation: 
We recommend that the City pass an appropriation limit based on the requirements of the California 
Constitution.   
 
Management Report: 
The City will ensure all credit card receipts are submitted prior to issuance of payment.   

 
2018-5 Finding – Fixed asset schedule does not include adequate detail: 

During our review of fixed assets, it was noted that the fixed assets schedule does not offer adequate 
detail as to the name, identifying numbers, vin number, or other information that is needed to be able to 
positively identify City assets.  
 
Effect: 
By not maintain adequate documentation for fixed assets, there is a greater chance of error going 
undetected or misappropriations going undetected that can lead to material misstatements.   
 
Recommendation: 
We recommend that the City perform a thorough fixed asset inventory and obtain and maintain a proper 
set of fixed asset records.  
 
Management Report: 
The City will ensure all fixed assets are recorded appropriately so detail information is available. 
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CITY OF IMPERIAL 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

For the Fiscal Year Ended June 30, 2018 
 

Section III – Findings and Questioned Costs – Major Federal Award Programs Audit 
 
None reported in the current year. 
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CITY OF IMPERIAL 
STATUS OF PRIOR YEAR’S FINDINGS 
For the Fiscal Year Ended June 30, 2018 

 

Section IV – Prior Year Findings – Financial Statement Audit 
  

None reported in the prior year. 
. 
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CITY OF IMPERIAL 
STATUS OF PRIOR YEAR’S FINDINGS 
For the Fiscal Year Ended June 30, 2018 

 
Section IV – Prior Year Findings – Major Federal Award Programs Audit 
 

None reported in the prior year. 
 


