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INDEPENDENT AUDITORS’ 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,

Members of the Board of Alderman and

Members of the Board of Apportionment and Taxation
City of Derby, Connecticut

We have audited, 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, the financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of City of Derby, Connecticut as
of and for the year ended June 30, 2024, and the related notes to the financial statements, which collectively
comprise City of Derby, Connecticut's basic financial statements, and have issued our report thereon dated June
25, 2025.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered City of Derby, Connecticut's
internal control over financial reporting (internal control) as a basis for designing 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 City of Derby, Connecticut's internal control.
Accordingly, we do not express an opinion on the effectiveness of City of Derby, Connecticut's internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was
not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not identified.
However, as described in the accompanying schedule of findings and questioned costs, we identified certain
deficiencies in internal control that we consider to be material weaknesses and significant deficiencies.

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 City of Derby, Connecticut's
financial statements will not be prevented, or detected and corrected on a timely basis. We consider the
deficiencies described in the accompanying schedule of findings and questioned costs to be material weaknesses
as identified as items 24-01 to 24-05.

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. We considered
the deficiencies described in the accompanying schedule of findings and questioned costs as items 24-06 to be
significant deficiencies.

American Institute of Certified Public Accountants Connecticut Society of Certified Public Accountants



Report on Compliance and Other Matters
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As part of obtaining reasonable assurance about whether City of De gcticut’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 financial statements. 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 Govermment Auditing
Standards.

City of Derby, Connecticut's Responses to Findings

City of Derby, Connecticut's responses to the findings identified in our audit is described in the accompanying
schedule of and questioned costs. City of Derby, Connecticut's response was not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it.

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
result of that testing, and not to provide an opinion on the effectiveness of the City of Derby, Connecticut'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 City of Derby, Connecticut's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Aecavalle & Cempany, LLE

Shelton, Connecticut
June 25, 2025
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM; REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON THE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS REQUIRED BY THE UNIFORM
GUIDANCE

To the Honorable Mayor,

Members of the Board of Alderman and

Members of the Board of Apportionment and Taxation
City of Derby, Connecticut

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited City of Derby, Connecticut's compliance with the types of compliance requirements described in
the OMB Circular Compliance Supplement that could have a direct and material effect on each of City of Derby,
Connecticut's major federal programs for the year ended June 30, 2024. City of Derby, Connecticut's major
federal programs are identified in the summary of auditor's results section of the accompanying schedule of
findings and questioned costs.

In our opinion, City of Derby, Connecticut 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 year ended June 30, 2024,

Basis for Opinion on Each Major Federal Program

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). Our responsibilities under those standards and the Uniform Guidance
are further described in the Auditor’s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of City of Derby, Connecticut and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each major federal
program. Our audit does not provide a legal determination of City of Derby, Connecticut’s compliance with the
compliance requirements referred to above

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of laws,
statutes, regulations, rules, and provisions of contracts or grant agreements applicable to City of Derby,
Connecticut’s federal programs.

American Institute of Certified Public Accountants Connecticut Society of Certified Public Accountants
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Auditor’s Responsibilities for the Audit of Compliance — ’

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on City of Derby,
Connecticut’s compliance based on our audit. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with generally accepted
auditing standards, Government Auditing Standards, and the Uniform Guidance will always detect material
noncompliance when it exists. The risk of not detecting material noncompliance resulting from fraud is higher
than for that resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Noncompliance with the compliance requirements referred
to above is considered material if there is a substantial likelihood that, individually or in the aggregate, it would
influence the judgment made by a reasonable user of the report on compliance about City of Derby, Connecticut’s
compliance with the requirements of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government Auditing Standards,
and the Uniform Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material noncompliance, whether due to fraud or error, and design and
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding City of Derby, Connecticut’s compliance with the compliance requirements referred
to above and performing such other procedures as we considered necessary in the circumstances.

e Obtain an understanding of City of Derby, Connecticut’s internal control over compliance relevant to the
audit in order to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of City of Derby, Connecticut’s internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and any significant deficiencies and material weaknesses in internal control over
compliance that we identified during the audit.

Report on Internal Control over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the Auditor's
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in internal control
over compliance and therefore, material weaknesses or significant deficiencies may exist that were not identified.
We did not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, as discussed below, we did identify certain deficiencies in internal control over compliance
that we consider to be significant deficiencies.

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 a 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.
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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.

We consider the deficiency in internal control over compliance described in the accompanying schedule of
findings and questioned costs as item 24-06, to be a significant deficiency.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, no such opinion is expressed.

Government Auditing Standards requires the auditor to perform limited procedures on City of Derby,
Connecticut's response to the internal control over compliance findings identified in our compliance audit
described in the accompanying schedule of findings and questioned costs. City of Derby, Connecticut's response
was not subjected to the other auditing procedures applied in the audit of compliance and, accordingly, we express
no opinion on the response.

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.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of City of Derby, Connecticut, as of and for the year ended
June 30, 2024, and the related notes to the financial statements, which collectively comprise City of Derby,
Connecticut’s basic financial statements. We issued our report there on dated June 25, 2025, which contained
unmodified opinions on those financial statements. Our audit was performed 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 the 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 basic financial statements as a whole.

Hecavalle Company, LLE

Shelton, Connecticut
June 25, 2025
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Federal Grantor/Pass Through Assistance Pass-Through Entity Pass-Through to Federal
Grantor/Program Title Listing Number Identifying Number Subrecipients  Expenditures

Department of Agriculture:
Passed through the Connecticut Department of Education:

National School Lunch Program 10.555 12060-SDE64370-20560 $ - $ 712,711
National School Lunch Program 10.555 Noncash - 23,316
School Breakfast 10.553 12060-SDE64370-20508 - 273,900
Summer Food Program 10.559 ' 12060-SDE64370-20540 - 29,171
Summer Food Program 10.559 12060-SDE64370-20548 - 3,010
Child Nutrition Cluster - 1,042,108

Supply Chain Assistance 10.560 12060-SDE64370-23126 - 34,739
P-EBT Local Admin 10.649 12060-SDE64370-29802 - 2,612
Total U.S. Departmetn of Agriculture - 1,079,459

Department of Education:
Passed through the Connecticut Department of Education: :
Title I, Part A 84.010 12060-SDE64370-20679-2024-82070 - 556,963

Title I, Part A 84.010 12060-SDE64370-20679-2023-82070 - 27,049
Opportunity District ESSA SIG - Cohort 2 84.010 12060-SDE64370-20679-2024-82071 189,773
Opportunity District ESSA SIG - Cohort 2 84.010 12060-SDE64370-20679-2023-82071 - 42,081
Opportunity District ESSA SIG - Cohort 2 84.010 12060-SDE64370-20679-2022-82071 - 31,027
Title I, Part A Cluster - 846,893

ARP IDEA Part B Section 611 83.027X 12060-SDE64370-23083-2023-82032 - 7,480
IDEA Part B Section 611 84.027 12060-SDE64370-20977-2024-82032 401,729
IDEA Part B Section 611 84.027 12060-SDE64370-20977-2023-82032 - 76,189
ARP IDEA Part B Section 619 84.173X 12060-SDE64370-20984-2024-82032 - 17,433
Special Education Cluster - 502,831

Carl D. Perkins Vocational and Applied Technology 84.048 12060-SDE64370-20742-2024-84010 - 30,599
Improving Teacher Quality 84.367 12060-SDE64370-20858-2024-84131 - 24,458
Improving Teacher Quality 84.367 12060-SDE64370-20858-2023-84131 - 5,274
) . - 29,732

Title III-English 84.365 12060-SDE64370-20868-2022-82075 - 7,171
Title IV Part A Student Support Grant 84.424 12060-SDE64370-22854-2024-82079 - 28,379
Title IV Part A Student Support Grant 84.424 12060-SDE64370-22854-2023-82079 - 19,112
- 47,491

ARP ESSER III Funds 84.425U 12060-SDE64370-29636-2021-82079 - 1,487,179
ARP ESSER HCY 84.425W 12060-SDE64370-29650-2021-82079 - 18,663
- 1,505,842

Total Department of Education - 2,970,559

Department of the Treasury:

Passed Through the State of Connecticut Department of Education:
COVID 19-CSLFRF Right to Read 21.027 12060-SDE64370-29732 - 47,118
COVID 19-CSLFRF Priority School Districts and Faith . 21.027 12060-SDE64370-29733 - 76,761

Passed through the Connecticut Office of Early Childhood Development:
School Readiness - Priority Enrollment-based 21.027 12060-OEC00013-28227 - 5,040

Passed through the Connecticut Office of Policy & Management:

American Rescue Plan Act- Local Fiscal Recovery Fund 21.027 12060-OPM20600-29669 - 2,153,092
- 2,282,011
TOTAL FEDERAL FINANCIAL AWARD EXPENDITURES $ - $ 6,332,030

The accompanying notes are an integral part of this schedule.

-9.
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NOTES TO THE SCHEDULE OF EXPENDITURES QF FEPERATLAWARDS
YEAR ENDED JUNE 30, 2 ' T

CITY OF DERBY, CONNECT

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal award activity
of the City of Derby, Connecticut, under programs of the federal government for the year ended June 30, 2024.
The information in the Schedule is presented in accordance with the 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).

Because the Schedule presents only a selected portion of the operations of the City of Derby, Connecticut, it is not
intended to, and does not, present the financial position, changes in fund balance, changes in net position or cash
flows of the City of Derby, Connecticut.

Basis of Accounting

Expenditures reported on the Schedule are reported using the modified accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance, wherein certain
types of expenditures are not allowable or are limited as to reimbursement.

NOTE 2- NONCASH AWARDS

Donated commodities in the amount of $23,316 are included in the Department of Agriculture’s National Scholl
Lunch Program, Assistance Listing #10.555. The amount represents the market value of commodities received.

NOTE 3- INDIRECT COST RECOVERY

City of Derby, Connecticut, did not recover its indirect costs using the 10% de minimis indirect cost rate provided
under Section 200.414 of the Uniform Guidance.

-10 -
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SUMMARY STATEMENT
I. SUMMARY OF AUDITORS’ RESULTS

Financial Statements
Type of auditors’ report issued: Unmodified

Internal control over financial reporting:
o Material weakness (es) identified? X Yes No
e Significant Deficiencies identified that
are 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:
e Material weakness(es) identified? Yes X No

o Significant Deficiencies identified that
are not considered to be material
weakness(es)? Yes X None reported

Type of auditors’ report issued on compliance
for major programs: Unmodified

Any audit findings disclosed that are required
to be reported in accordance with 2 CFR Section 200.516(a)? X Yes No

Identification of major programs:

Federal
Assistance
Federal Grantor and Program Listing Numbers Expenditure

10.553, 10.555, 10.558,

Department of Agriculture 10559 and 10 649 $ 1,042,108
American Rescue Plan Act- Local Fiscal 21.027 2,153,092
ESSERF K-12 Fund and
Americn Rescue Plan 84.425D / 84.425U/84.42 1,505,842
Total § 4,701,042
Dollar threshold used to distinguish between
Type A and Type B programs: $750,000
Auditee qualified as low-risk auditee? Yes X _No

-11:
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II. FINANCIAL STATEMENT FINDINGS

Our report on internal control over financial reporting indicated the following significant deficiencies:

*24-01 Double-Entry Accounting System

Finding:

Criteria:

Condition:

Cause:

Effect:

Recommendation:

Management’s
Response:

The City does not use double-entry accounting for all funds.

The use of a double-entry accounting software system, including the preparation of a
balanced general ledger would improve the City’s ability to detect accounting errors,
provide the basis for monthly account and ledger reconciliations, and facilitate financial
reporting for all Special Revenue Funds, Fiduciary Funds and its long-term debt and fixed
assets.

The City does not maintain a double-entry accounting system or process a general Iedger
utilizing an accounting software system for all Special Revenue Funds, Fiduciary Funds and
its long-term debt and fixed assets.

The financial activity is maintained annually on ledger sheets for most of these funds and for
others the only sources of documentation are canceled checks and bank statements

The City does not have the ability to detect accounting errors, provide the basis for monthly
account and ledger reconciliations, and prepare meaningful financial reports.

We recommend that the City adopt a general ledger accounting software system for all funds
and activities, including federal and state financial assistance funds. The use of a double-
entry accounting software system, including the preparation of a balanced general ledger
would improve the City’s ability to detect accounting errors, provide the basis for monthly
account and ledger reconciliations, and facilitate financial reporting. The Chart of Accounts,
developed for the General Fund, should be utilized for the other funds of the City to ensure
consistency with account names and numbers and to develop an internal reporting package.

The BOE Operations, Grant, and Student Activity Funds don’t utilize double-entry
accounting. The BOE utilizes different accounting software and a different chart of
accounts. There are no plans to consolidate financial systems and charts of accounts. The
BOE will attempt to utilize double-entry accounting on their system and create a functional
balance sheet for the 24-25 FY with the assistance of a consultant. The City implemented
new accounting software for the 23-24 FY. The utilization of this software to track fixed
assets and long-term debt is something that will be researched during the 25-26 FY.

*24-02 Bank Reconciliations and Approval of Bank Reconciliations

Finding:

Criteria:

Cause:

Bank reconciliations were not formally prepared during the year for general fund checking
accounts.

The Finance Department personnel should be preparing the bank reconciliations and the
Finance Director should formally approve the bank reconciliations on all City bank
accounts.

Lack of formal procedures.
-12-



Effect:

Recommendation:

Management’s
Response:
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Possible material errors could occur and not be detected in a timely manner.

We recommend that all bank reconciliations be prepared by the Finance department within a
reasonable period after the month end. These reconciliations should then be reviewed by the
Finance Director for accuracy and completeness.

We agree with the recommendation. Staffing challenges within the finance department
forced the finance director to prepare many of the bank reconciliations, which were not done
in a timely manner. The lack of an accurate balance sheet on the BOE accounting system has
made the bank reconciliations at the BOE inaccurate. Staffing challenges still exist, and due
to the audit timing, numerous 23-24 closing entries will need to be done; however, I expect
that the finance department can begin preparing bank reconciliations for the finance director
to review in a timely manner starting in the 25-26 FY. The BOE is attempting to create a
balance sheet in their system for the 24-25 FY with the assistance of a consultant. This
should allow them to produce proper bank reconciliations in a timely manner for the 25-26
FY.

*24-03 Availability of financial information

Finding:

Criteria:

Cause:

Effect:

Recommendation:

Management’s
Response:

During the audit process, information from various departments related to numerous audit
schedules and related information was unavailable in a timely manner. The City’s audit for
the year ended June 30, 2024, did not start until October 2024. In addition, some schedules
and required information were not available for audit until April 2025.

Information related to financial statements should be presented at the close of the fiscal year
or at a reasonable time thereafter.

Lack of monthly and year-end closing procedures.

The timely availability of information related to the financial statements has delayed the
completion of the audited financial statements and other submissions that rely upon the
audited financial statements.

The preparation of information relative to the financial statements in accordance with the
City of Derby, Connecticut’s reporting requirements should be provided in a timely manner.
Schedules, reports and other financial information related to the City’s financial condition
should be maintained monthly throughout the year, forwarded to the Finance Department
when that information becomes available and reconciled to the books and records of the
City. A review of the financial statements should be done by accounting personnel to
determine that all schedules and records are provided timely.

The City’s continued late audits have created a cyclical problem whereby the preparation of
the information related to financial statements needed for the following year’s audit
continues to be delayed, resulting in continued audit timings delays. Our goal is to reduce
the delays for the 24-25 FY audit so that we can be compliant for the 25-26 FY audit.

-13-
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*24-04 Reconciliation of City and Board of Education Accounts

Finding:

Criteria:

Cause:

Effect:

Recommendation:

Management’s
Response:

The Board of Education cash, accounts receivable, accounts payable, income and
expenditures and City corresponding accounts were not reconciled at year end. In addition,
there were several instances of netting of revenues against expenditures in the Board of
Education expenditures.

A formal reconciliation should be performed monthly to ensure agreement of the City's
general ledger accounts with the Board of Education records.

No formal reconciliation process is being performed between the City and Board of
Education monthly.

Adjustment to various cash accounts and liability accounts were required.

We recommend that the Board of Education utilize the accounting system to reconcile cash,
accounts receivable, accounts payable, deferred inflows of financial resources in addition to
the income and expenditure ledgers that are already being utilized to have a complete self-
balancing set of accounts. The reconciliations should be to the general ledger. This will
assist to quickly identify variances. That information should be timely shared between the
City and Board of Education to ensure that both the City and Board of Education ledgers
agree. Expenditures should be reported at gross amounts and any amounts received should
be communicated to the City so those receipts can be properly classified and recorded.
Various refunds that take place after the fiscal year for the previous fiscal year’s
expenditures that were incurred and paid by the City should be returned to the City.

We agree with the recommendation, however until the BOE implements a double-entry
accounting process and creates better financial processes, we expect that the reconciliation
process between the BOE and the City will continue to be delayed and flawed. However, if
the BOE can better utilize their accounting systems starting in 24-25 FY, then this finding
may be able to be remediated for the 25-26 FY audit.

*24-05 Cash Account Activity- General Fund Operating and Board of Education

Finding:

Criteria:
Cause:

Effect:

Recommendation:

Management’s
Response:

Various cash accounts had activity that was found not to be recorded or recorded in net
amounts.

All cash activity should be recorded in the City’s general ledger.
Lack of policies and procedures.

Cash accounts contained significant errors that were not corrected by the Finance
Department timely.

We recommend that all cash transactions be reflected in the general ledger and that
fransactions are reported at their gross amounts. In addition, accounts that have separate
bank statements have separate general ledger accounts. All cash accounts should be
reconciled monthly and reviewed by the comptroller.

Until the bank reconciliation pfocess is implemented that was detailed in *24-02, we would

-14 -
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expect that there will continue to be challenges with the recording of cash transactions. If
the bank reconciliation process can be fixed in 25-26, then we would expect that the

recording for cash transactions will be remedied as well.

lerk's O

*24-06 Comingling of Funds

Finding:

Criteria:

Cause:

Effect:

Recommendation:

Management’s
Response:

The Board of Education maintains’ one cash account for operations and grants. The
comingling of operational and grant monies makes it difficult if not impossible to reconcile
with the City.

A separate bank account should be maintained for grant income and expenditures to
properly track inflows and outflows of grant monies. Assets such as grants receivable and
liabilities such as deferred inflows and accounts payable should also be recorded and
reconciled monthly. :

Improper classification of grant funds.

Significant errors can occur and not be timely detected. Also see findings 24-01, 24-04 to
24-05.

We recommend that the Board of Education utilize the accounting system to reconcile cash,
accounts receivable, accounts payable, deferred inflows of financial resources in addition to
the income and expenditures for educational grants. In addition, we recommend moving the
grant accounting from the General Fund to a Special Revenue Fund where it is better
classified.

Completed - As of July 1, 2023, the Board of Education separated Operating and Grant
check runs to hit the respective bank accounts. This also includes the payroll account.
Grant payroll totals are transferred to the payroll account from the Grant account.

* indicates that these findings are repeated from the previous year.
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III. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

Findings or questioned costs relating to Federal Award Programs are as follows: Item 24-06 (page 15).

-16-



CITY OF DERBY, CONNECTICUT 025
SCHEDULE OF FINDINGS AND QUESTIONEBN-@¢ré
YEAR ENDED JUNE 30, 2024

Derby, CT Town bie;i\s Qifice

*23-01 Double-Entry Accounting System
Finding: The City does not use double-entry accounting for all funds.

Disposition: Repeated as item 24-01.

*23-02 Bank Reconciliations and Approval of Bank Reconciliations

Finding: Bank reconciliations were not formally. prepared during the year for general fund checking
accounts. ,
Disposition: Repeated as item 24-02.

*23-03 Availability of financial information

Finding: During the audit process, information from various departments related to numerous audit
schedules and related information was unavailable in a timely manner. The City’s audit for
the year ended June 30, 2022, did not start until October 2022. In addition, some schedules
and required information were not available for audit until May 2023.

Disposition: Repeated as item 24-03.

*23-04 Accounts Payable Cut-off-Board of Education

Finding: The Board of Education’s accounts payable were not properly recorded at year end on the
City’s general ledger. Accounts payable payments were rnade up to October 2022 related to
June 30, 2022.

Disposition: This finding has been corrected.

*23-05 Reconciliation of City and Board of Education Accounts

Finding: The Board of Education cash, accounts receivable, accounts payable, income and
expenditures and City corresponding accounts were not reconciled at year end. In addition,
there were several instances of netting of revenues against expenditures in the Board of
Education expenditures.

Disposition: Repeated as item 24-04.

*23-06 Cash Account Activity- General Fund Operating and Board of Education

Finding: Various cash accounts had activity that was found not to be recorded or recorded in net
amounts.
Disposition: Repeated as item 24-05.
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*23-07 Compensated Absences-City and Board of Education

Finding:

Disposition:

There is no formal reconciliation of compensated absences.

This finding has been corrected.

*23-08 Comingling of Funds

Finding:

Disposition:

The Board of Education maintains one cash account for operations and grants. The
comingling of operational and grant monies makes it difficult if not impossible to reconcile
with the City.

Repeated as item 24-06.

*23-09 Federal and State Single Audit Schedules

Finding:

Disposition:

The Finance Department did not prepare a schedule of expenditures of federal awards and
state financial assistance for the year ended June 30, 2024. These schedules are derived
from federal and state grant awards received by the General Government and the Board of
Education of the City. The Board of Education grant awards primarily are passed through
the State Department of Education, while the City receives their grants primarily through the
State Department of Housing and Urban Development, the State Department of Health and
Human Resources, the State Department of Agriculture and the Office of Policy and
Management. The preparation of these schedules of expenditures has, in the past, been
made by the auditors, including decision making concerning the federal CFDA number, the
pass-through entity number and the amount of federal and state expenditures incurred by the
City for the fiscal year. The auditor then reports on the Schedules of Expenditures of
Federal and State Financial Assistance and renders his opinion with respect to the
compliance with laws, regulations, contracts and grants and with the City’s internal control
over compliance with requirements of the laws, regulations, contracts and grants.

This finding has been corrected.

* indicates that these findings are repeated from the previous year.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR STATE PROGRAM;
REPORT ON INTERNAL CONTROL OVER COMPLIANCE; REPORT ON THE SCHEDULE OF
EXPENDITURES OF STATE FINANCIAL ASSISTANCE REQUIRED BY THE STATE SINGLE
AUDIT ACT

To the Honorable Mayor,

Members of the Board of Alderman and

Members of the Board of Apportionment and Taxation
City of Derby, Connecticut

Report on Compliance for Each Major State Program
Opinion on Each Major State Program

We have audited City of Derby, Connecticut’s compliance with the types of compliance requirements identified
as subject to audit in the Office of Policy and Management’s Compliance Supplement that could have a direct and
material effect on each of City of Derby, Connecticut’s major state programs for the year ended June 30, 2024.
City of Derby, Connecticut’s major state programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs.

In our opinion, City of Derby, Connecticut, 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 state programs for
the year ended June 30, 2024,

Basis of Opinion on Each Major State Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America (GAAS); the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the State Single Audit Act (C.G.S.
Sections 4-230 to 4-236). Our responsibilities under those standards and the State Single Audit Act are further
described in the Auditors’ Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of City of Derby, Connecticut and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each major state
program. Our audit does not provide a legal determination of City of Derby, Connecticut’s compliance with the
compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of laws,
statutes, regulations, rules and provisions of contracts or grant agreements applicable to City of Derby,
Connecticut’s state programs.

American Institute of Certified Public Accountants Connecticut Society of Certified Public Accountants
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Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on City of Derby,
Connecticut’s compliance based on our audit. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS,
Government Auditing Standards, and the State Single Audit will always detect material noncompliance when it
exists. The risk of not detecting material noncompliance resulting from fraud is higher than that resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Noncompliance with the compliance requirements referred to above is considered material if
there is a substantial likelihood that, individually or in the aggregate, it would influence the judgment made by a
reasonable user of the report on compliance about City of Derby, Connecticut’s compliance with the requirements
of each major state program as a whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the State Single Audit
Act, we:

+  exercise professional judgment and maintain professional skepticism throughout the audit.

+  identify and assess the risks of material noncompliance, whether due to fraud or error, and design and
perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding City of Derby, Connecticut’s compliance with the compliance requirements referred
to above and performing such other procedures as we considered necessary in the circumstances.

* obtain an understanding of City of Derby, Connecticut’s internal control over compliance relevant to the
audit in order to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the State Single Audit Act, but not for the purpose of
expressing an opinion on the effectiveness of City of Derby, Connecticut’s internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and any significant deficiencies and material weaknesses in internal control over
compliance that we identified during the audit.

Report on Internal Control over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the Auditors’
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in internal control
over compliance and therefore, material weaknesses or significant deficiencies may exist that were not identified.
We did not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, as discussed below, we identify certain deficiencies in internal control over compliance
that we consider to be significant deficiencies.

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 state program on a
timely basis. 4 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 state program will not be prevented, or detected and
corrected, in a timely basis. A significant deficiency in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance with a type of compliance requirement of a state
program that is Jess severe than a material weakness in internal control over compliance, yet important enough to
merit attention by those charged with governance.
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Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, no such opinion is expressed.

Governmental Auditing Standards required the auditor to perform limited procedures on City of Derby,
Connecticut’s response to the internal control over compliance findings identified in our audit described in the
accompanying schedule of findings and questioned costs. City of Derby, Connecticut’s response was not
subjected to the other auditing procedures applied in the audit of compliance and, accordingly, we express no
opinion on the response.

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 State Single Audit
Act. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of State Financial Assistance Required by the State Single Audit Act

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 Derby, Connecticut, and the related notes to the
financial statements, which collectively comprise the City of Derby, Connecticut’s basic financial statements as of
and for the year ended June 30, 2024, and have issued our report thereon dated June 25, 2025, which contained
unmodified opinions on those financial statements. Our audit was performed for the purpose of forming opinions
on the financial statements as a whole. The accompanying schedule of expenditures of state financial assistance is
presented for the purposes of additional analysis as required by the State Single Audit Act and is not a required
part of the 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 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 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 state awards is fairly stated in all material respects in relation to the financial
statements as a whole.

Aecavalle & Company, LLE

Shelton, Connecticut
June 25, 2025
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The accompanying notes are an integral part of this schedule.
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Grantor/Program Title Identification Number Subrecipients Expenditures
Department of Education;
Commissioner's Network 11000-SDE64370-12547 $ - $ 381,157
Healthy Foods 11000-SDE64370-16212 - ' 14,977
Child Nutrition State Match 11000-SDE64370-16211 - 7,950
Breakfast Program 12060-SDE64370-20508 - 10,609
Adult Education 11000-SDE64370-17030 - 129,165
Alliance Grant 11000-SDE64370-17041 - 2,885,001
Health and Welfare - Private Schools 11000-SDE64370-17034 - 19,066
Low Performing Schools 12052-SDE64370-43728 - 300,000
Extended School Hours 11000-SDE64370-17108 - 18,109
PSD - Summer School 11000-SDE64370-17109 - 30,044
Priority School Districts 11000-SDE64370-17043 - 816,934
- 4,613,012
Office of Early Childhood:
School Readiness 11000-OEC64845-16274-83014 - 75,705
School Readiness 11000-OEC64845-16274-83014 - 5,455
Smart Start 11000-OEC64845-16279-83004 - 150,000
Smart Start Recovery 11000-OEC64845-16274-83004 - 75,000
Child Care Quality Enhancement 11000-OEC64845-16158-82079 - 3,881
- 310,041
Department of Children and Families
Community Based Prevent Prog 11000-DCF91141-16092 - 3,728
Youth Service Bureaus 11000-DCF91141-17052 - 14,103
Youth Service Bureau Enhancement 11000-DCF91141-17107 - 8,604
. - 26,435
Office of the Secretary of State
Early Voting 11000-SOS12500-12651 - 10,500
Office of Policy and Management:
Reimburse Prop Tax-Disability Exemption 11000-OPM20600-17011 - 2,016
Property Tax Relief for Veterans 11000-OPM20600-17024 - 10,654
Tiered PILOT 11000-OPM20600-17111 - 1,414,327
Local Capital Improvement Program 12050-OPM20600-40254 - 934,040
Distressed Municipalities 12052-OPM20600-43750 - 16,889
Municipal Purposes & Projects 12052-OPM20600-43587 - 14,728
- 2,392,654
Department of Transportation:
Town Aid Road Grant-STO 12052-DOT57131-43459 - 130,424
Town Aid Road Grants muni 12052-DOT57131-43455 - 130,424
- 260,848
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Grantor/Program Title Identification Number Subrecipients Expenditures

Department of Public Safety:
Fire Foam 11000-DP S32251-10020 - 12,278
Volunteer Firefighter Training 11000-DPS32251-17110 - ‘ 6,364
- 18,642

Connecticut State Library:

Connecticard 11000-CSL.66051-17010 - 1,113
Historic Document Preservation Grant 11000-CLS66094-35150 - 6,000
Public Incentive Grant FY 24 11000-CSL66051-10020 - 1,442
CT Education Network 12060-CSL66011-43649 - 60,792
- 69,347

Office of the State Treasurer:
Nitrogen Credit Exchange Program 21016-0TT14230-42407 - 2,618
TOTAL STATE FINANCIAL ASSISTANCE BEFORE EXEMPT PROGRAMS - 7,704,097

EXEMPT PROGRAMS
Department of Education:

Education Cost Sharing 11000-SDE64370-17041 - 6,871,164
Special Education-Excess Costs 11000-SDE64370-17047 - 740,299
- 7,611,463

Office of Policy and Management:
Municipal Revenue Sharing 11000-OPM20600-17103 - 712,455
Municipal Revenue Sharing 12060-OPM20600-35458 - 335,110
Municipal Stabilization Grant 11000-OPM20600-17102 - 205,327
Grants To Town 12009-OPM20600-17005 - 207,304
- 1,460,196
TOTAL EXEMPT PROGRAMS - 9,071,659
TOTAL STATE FINANCIAL ASSISTANCE § - $ 16,775,756

The accompanying notes are an integral part of this schedule.
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Various departments and agencies of the State Government have provided financial assistance to the City of
Derby, Connecticut through grants and other authorizations in accordance with the General Statutes of the State of
Connecticut. This financial assistance funds several programs including housing, education, health and human
services and general government activities.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the City conform to accounting principles generally accepted in the United States
of America as applicable to governmental organizations.

The information in the Schedule of Expenditures of State Financial Assistance is presented based upon
regulations established by the State of Connecticut, Office of Policy and Management.

Basis of Accounting

The financial statements contained in the City’s annual audit report are prepared on the modified accrual
basis. The following is a summary of such basis:

* Revenues are reco§nized when earned. Certain grants are recognized based on grant award since
they are considered entitlement grants; other grants, which are dependent upon expenditure factors
for determining eligibility, recognize grant revenue to the extent of expenditures.

e Expenditures are recorded on the accrual basis, i.e. recognized when incurred.

The expenditures reported on the Schedule of Expenditures of State Financial Assistance are reported on
the modified accrual basis of accounting. In accordance with Section 4-236-22 of the Regulations to the
State Single Audit Act, certain grants are not dependent on expenditure activity, and accordingly, are
considered to be expended in the fiscal year of receipt. These grant program receipts are reflected in the
expenditures column of the Schedule of Expenditures of State Financial Assistance.
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SUMMARY OF AUDIT RESULTS

Financial Statements
Type of auditors’ report issued Unmodified

Internal control over financial reporting:

e  Material weakness (es) identified? k X Yes No
e Significant deficiencies identified? X _ Yes No
» Noncompliance material to financial statements noted? Yes X No

State Financial Assistance
Internal control over major programs:

o Material weakness(es) identified? Yes X No
e Significant deficiencies identified? Yes X No

Type of auditors’ report issued on compliance
for major programs: Unmodified

Any audit findings disclosed that are required

to be reported in accordance with Section

4-236-24 of the Regulations to the State

Single Audit Act? X Yes No

* The following schedule reflects the major programs included in the audit:
e

State Grantor And Program Identification Number Expenditures

Department of Education:

Commissioner's Network 11000-SDE64370-12547  $ 381,157
Alliance Grant 11000-SDE64370-17041 2,885,001
Low Performing Schools 12052-SDE64370-43728 300,000
Priority School Districts 11000-SDE64370-17043 816,934
Office of the Policy and Management:
Tiered PILOT 11000-OPM20600-17111 1,414,327
Local Capital Improvement Program 12050-OPM20600-40254 934,040
Department of Transportation:
Town Aid Road Grant-STO 12052-DOT57131-43459 130,424
Town Aid Road Grants muni 12052-DOT57131-43455 130,424
Total $ 6,992,307

Dollar threshold used to distinguish between
Type A and Type B programs: $200.000
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II. SUMMARY OF FINDINGS RELATED TO FINANCIAL STATEMENTS REQUIRED UNDER
GENERALLY ACCEPTED GOVERNMENT AUDITING STANDARDS

°  We issued reports, dated June 25, 2025, on compliance and on internal control over financial reporting
based on an audit of financial statements performed in accordance with Government Auditing
Standards.

e Our report on compliance indicated no reportable instances of noncompliance.

¢ Our report on internal control over financial reporting indicated significant deficiencies as items 24-01
to 24-06 (page 12 to 15) of which we consider items 24-01 to 24-05 to be material weaknesses.

III. FINDINGS AND QUESTIONED COSTS FOR STATE FINANCIAL ASSISTANCE

Findings or questioned costs relating to State financial assistance programs are as follows: Items 24-06
(page 15).

DISPOSITION OF PRIOR YEAR’S SIGNIFICANT DEFICIENCIES:

Th)e dispositions of prior year’s significant deficiencies are reported as items 23-01 to 23-09 (pages 17 to
19).
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