CITY OF CHICO

Chico, California

®

CITY of CHICO
\ INC. 1872 /

Compliance Reports

Year Ended June 30, 2009




CITY OF CHICO CALIFORNIA
COMPLIANCE REPORTS

June 30, 2009



CITY OF CHICO, CALIFORNIA
COMPLIANCE REPORTS

June 30, 2009
TABLE OF CONTENTS

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...............cooviiiiii i,
Report on Compliance with Requirements Applicable to Each Major Program,

Internal Control Over Compliance and schedule of Expenditures

of Federal Awards in Accordance with OMB Circular A-133.........ooviiiiiiiiiiiiiiieeeas

Schedule of Findings and QUESEIONEd COSTS... ... . uuiie it e et et e e e e

Schedule of Expenditures of Federal AWards. ............ouie oo e

Notes to Schedule of Expenditures of AWards..........ccocoiiiiiiiiiii e e
Report on Agreed-Upon Procedures Applied to Appropriations Limit Testing............ccooveeevnin.



RIChaI‘dSOH & Company 550 Howe Avenue, Suite 210

Sacramento, California 95825
Telephone: (916) 564-8727
FAX: (916) 564-8728

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

City Council
City of Chico, California
Chico, California

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund and the aggregate remaining fund information of the City of Chico, California (the City) as of
and for the year ended June 30, 2009, which collectively comprise the City’s basic financial statements
and have issued our report thereon dated October 16, 2009. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s 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’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
City’s internal control over financial reporting.

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 entity’s 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’s financial statements that is more than
inconsequential will not be prevented or detected by the City’s internal control.

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 entity’s internal control.

Our consideration of 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 internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above.



To the City Council
City of Chico, California

Compliance and Other Matters

As part of obtaining reasonable assurance about whether City’s financial statements are free of 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.

This report is intended solely for the information and use of the City Council, management, and the
federal and state awarding agencies and pass-through entities and is not intended to be and should not be

used by anyone other than these specified parties.
(M- ? @v-fwna'

October 16, 2009
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM, INTERNAL CONTROL OVER COMPLIANCE AND SCHEDULE OF EXPENDITURES
OF FEDERAL AWARDS IN ACCORDANCE WITH OMB CIRCULAR A-133

City Council
City of Chico, California
Chico, California

Compliance

We have audited the compliance of the City of Chico, California (the City) 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, 2009. 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. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the responsibility of
the City’s management. Our responsibility is to express an opinion on the City’s 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 Nonprofit 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’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.
Our audit does not provide a legal determination of the City’s compliance with those requirements.

In our opinion, the City 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, 2009.

Internal Control Over Compliance

The management of the City is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs.
In planning and performing our audit, we considered the City’s 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’s internal control over compliance.



To the City Council
City of Chico, California

A control deficiency in an entity’s internal 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 requirement of a
federal program will not be prevented or detected by the entity’s internal control.

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 governmental activities, the business-type activities, each
major fund and the aggregate remaining fund information of the City, as of and for the year ended June
30, 2009, and have issued our report thereon dated October 16, 2009. Our audit was performed for the
purpose of forming an opinion on the financial statements that collectively comprise the City’s 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 has 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.

This report is intended solely for the information and use of the City Council, management, and federal
and state awarding agencies and pass-through entities and is not intended to be and should not be used by

anyone other than these specified parties.
%M-t} @\-Tbvva'

October 16, 2009



CITY OF CHICO, CALIFORNIA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2009
A. SUMMARY OF AUDITOR'S RESULTS

Financial Statements

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
considered to be material weaknesses? No
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
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 Circular OMB A-133, Section 510(a)? No

4. ldentification of major programs:

CFDA Number Name of Federal Program

14.218 Community Development Block
Grant Program

20.206 Airport Improvement Program

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 5307 Yes

B. FINDINGS - FINANCIAL STATEMENT AUDIT
None

C. FINDINGS AND QUESTIONED COSTS - MAJOR
FEDERAL AWARD PROGRAMS AUDIT

None



CITY OF CHICO, CALIFORNIA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 2009

Federal Grantor/Pass-through Grantor/ Program Title

MAJOR FEDERAL AWARDS:

U.S. Department of Housing and Urban Development
Community Development Block Grant

U. S. Department of Transportation
Airport Improvement Program
Airport Improvement Program

TOTAL MAJOR FEDERAL AWARDS
NON-MAJOR FEDERAL AWARDS:

U.S. Department of Housing and Urban Development
HOME Investment Partnerships Program

U.S. Department of Transportation
Passed-through the State of California,
Business Transportation and Housing Agency

Highway Planning and Construction
Bridge Replacement Program

Selective Traffic Enforcement Program

Passed-through State of California Office of Traffic Safety
and the Town of Paradise

State and Community Highway Safety

DUI Enforcement, Education and Recognition

Federal Pass-Through
CFDA Grantors’
Number Number Expenditures
14.218 B-08-MC-06-0031 $ 1,095,614
20.106  3-06-0041-26 34,200
20.106  3-06-0041-28 3,421,642
3,455,842
4,551,456
14239 M-08-MC-06-0232 950,004
20.205 BRLS-5037(014) 1,858,856
20.601 PTO716 3,685
20.601 9,511



CITY OF CHICO, CALIFORNIA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (Continued)

For the Year Ended June 30, 2009

Federal Grantor/Pass-through Grantor/ Program Title

U. S. Department of Justice
Bureau of Justice Assistance
Bulletproof Vest Partnership Program

Federal Bureau of Investigation, Safe Streets Task Force
Community Prosecution and Project Safe Neighborhoods

Bureau of Justice Assistance
Justice Assistance Grant

Federal Pass-Through

CFDA Grantors’

Number Number Expenditures
16.607 $ 12,384
16.609  166E-SC-C37231 11,163
16.738  2007-DJ-BX-0443 4,564

S 7401623



CITY OF CHICO, CALIFORNIA
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended June 30, 2009

NOTE A - BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of City
of Chico, California and is presented on the modified accrual basis of accounting for governmental fund
types and the full accrual basis of accounting for grants accounted for in proprietary fund types. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-133,
Audits of States, Local Governments, and Nonprofit Organizations. Therefore, some amounts presented
in this schedule may differ from amounts presented in, or used in the preparation of, the financial
statements.

NOTE B — SUBRECIPIENTS

Of the federal expenditures presented in the schedule, the City provided federal awards to subrecipients as
follows:

Federal CFDA Amound Provided to
Federal Program Number Subrecipients
Home Investment Partnership Program 14.239 $ 184,719
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INDEPENDENT ACCOUNTANTS’ REPORT ON AGREED-UPON PROCEDURES
APPLIED TO APPROPRIATIONS LIMIT TESTING

To The City Council
City of Chico, California

We have applied the procedures enumerated below to the accompanying calculation of the Appropriation
Limit of the City of Chico for the year ended June 30, 2009. These procedures, which were agreed to by
the City of Chico and the League of California Cities (as presented in the League publication entitled
Article XI1IB Appropriations Limitation Uniform Guidelines) were performed solely to assist the City of
Chico in meeting the requirements of Section 1.5 of Article XIIIB of the California Constitution.

This engagement to apply agreed-upon procedures was performed in accordance with standards
established by the American Institute of Certified Public Accountants. The sufficiency of the procedures
is solely the responsibility of the specified users of the report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for which this report
has been requested or for any other purpose.

The procedures performed and our findings were as follows:

1. We obtained the City’s calculation of the 2008/2009 appropriations limit and compared the limit and
annual adjustment factors included in the calculation to the limit and annual adjustment factors that
were adopted by resolution of the City Council.

Finding: No exceptions were noted as a result of our procedures.

2. We compared the methodology used to determine the cost of living adjustment component to Article
XIHIB which states that the City may annually adjust the component for either the change in
California per capita personal income or, the percentage change in the City’s assessed valuation
which is attributable to non-residential new construction. We recalculated the factor based on the
above information.

Finding: No exceptions were noted as a result of our procedures.

3. We compared the methodology used to determine the population adjustment component to Article
XI11B which states that the City may annually choose to adjust the component for either the change in
population in the County in which the City is located, or the change in population within the
unincorporated area of the County in which the City is located. We recalculated the factor based on
the above information.

Finding: No exceptions were noted as a result of our procedures.



City Council
Page two

4. We compared the prior year appropriations limit presented in the accompanying Appropriations Limit
Calculation to the prior year appropriations limit adopted by the City Council for the prior year.

Finding: No exceptions were noted as a result of our procedures.

5. We recalculated the 2008/2009 Appropriation Limit by multiplying the product of the two above
factors by the 2007/2008 appropriation limit.

Finding: No exceptions were noted as a result of our procedures, after adjusting for property tax
administration fees and booking fees.

6. We compared the City’s actual revenues to the computed appropriation limit for fiscal year
2008/2009.

Finding: For the 2008/2009 fiscal year the City’s actual revenues did not exceed the appropriation
limit adopted by the City Council.

We were not engaged to, and did not, perform an audit, the objective of which would be the expression of
an opinion on the accompanying Appropriations Limit calculation. Accordingly, we do not express such
an opinion. Had we performed additional procedures, other matters might have come to our attention that
would have been reported to you. No procedures have been performed with respect to the determination
of the appropriation limit for the base year, as defined by the League publication entitled Article XII1B
Appropriations Limitation Uniform Guidelines.

This report is intended solely for the use of the City of Chico and should not be used by those who have
not agreed to the procedures and taken responsibility for the sufficiency of the procedures for their
purposes. However, this report is a matter of public record and its distribution is not limited.

Koihawsdom. < @7”8’

October 16, 2009
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APPENDIX A

CITY OF CHICO, CALIFORNIA

APPROPRIATION LIMIT CALCULATION

Year Ended June 30, 2009

APPROPRIATION LIMIT
ADOPTED BY CITY:

Recorded in Final 2008/2009 Budget

APPROPRIATION LIMIT
COMPUTATION PER REVIEW:

2007/2008 Appropriation Limit
Cost of Living Factor:
Change in California per capita income
Population Adjustment Factor:
Population change in City of Chico
Adjustments:
Property Tax Administration Fee

Booking Fees
Auditor computed limitation

Variance

11

$ 66,859,767

1.0429

1.0291

71,757,137

256,000

256,000

$ 72,013,137

72,013,137






