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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 City Council

City of Port Arthur, Texas 

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, the aggregate discretely presented component units, each major fund, 
and the aggregate remaining fund information of City of Port Arthur, Texas (the “City”), as of and for the
year ended September 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 May 8, 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 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. 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. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the 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.  

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. 

Houston, Texas 
May 8, 2019 
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REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM; REPORT ON 
INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON SCHEDULE OF 

EXPENDITURES OF FEDERAL AND STATE AWARDS REQUIRED BY THE UNIFORM 
GUIDANCE AND THE STATE OF TEXAS UNIFORM GRANT MANAGEMENT STANDARDS 

 
 
To the Honorable Mayor and 

Members of City Council 
City of Port Arthur, Texas 
 
 
Report on Compliance for Each Major Federal and State Program   
 
We have audited City of Port Arthur, Texas’ (the “City”) compliance with the types of compliance 
requirements described in OMB Compliance Supplement and the State of Texas Uniform Grant 
Management Standards that could have a direct and material effect on each of the City’s major federal and 
state programs for the year ended September 30, 2018. The City’s major federal and state 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 federal and state statutes, regulations, and the terms and 
conditions of its federal and state awards applicable to its federal and state programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the City’s major federal and state 
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”) and the State of Texas Uniform Grant Management Standards 
(“UGMS”). Those standards, the Uniform Guidance and the provisions of UGMS 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 
and state 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 
and state 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 compliance requirements referred to 
above that could have a direct and material effect on each of its major federal and state programs for the 
year ended September 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 or state 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 and state program and to test and report on internal control over 
compliance in accordance with the Uniform Guidance and the State of Texas Uniform Grant Management 
Standards, 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 or state 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 or 
state 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 or state 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 and therefore, material 
weaknesses or significant deficiencies may exist that have not been identified. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses however, 
material weaknesses may exist that have not been identified. 

   

The purpose of this report on internal control over compliance is solely to describe the scope of our testing 
of internal control over compliance and the results of that testing based on the requirements of the Uniform 
Guidance and the State of Texas Uniform Grant Management Standards. Accordingly, this report is not 
suitable for any other purpose. 
 
Report on Schedule of Expenditures of Federal and State Awards 
 
We have audited the financial statements of the governmental activities, business-type activities, the 
aggregate discretely presented component units, each major fund, and the aggregate remaining fund 
information of the City as of and for the year ended September 30, 2018, and the related notes to the 
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financial statements, which collectively comprise the City’s basic financial statements.  We have issued our 
report thereon dated May 8, 2019, which contained unmodified opinions on those financial statements.  Our 
audit was performed for the purpose of forming our opinions on the financial statements that collectively 
comprise the basic financial statements. The accompanying Schedule of Expenditures of Federal and State 
Awards is presented for purposes of additional analysis as required by the Uniform Guidance and the State 
of Texas Uniform Grant Management Standards 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 
other 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 and State 
Awards is fairly stated, in all material respects in relation to the basic financial statements taken as a whole. 

Houston, Texas 
May 8, 2019 
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I. Summary of Auditors’ Results 

Financial Statements 

Type of auditors’ report issued: Unmodified 

Internal control over financial reporting: 

Material weakness(es) identified?  None reported  

Significant deficiency(ies) identified that are not 
considered to be material weaknesses? 

None reported  

Noncompliance material to financial statements noted? No 

Federal Awards 

Internal control over major programs: 

Material weakness(es) identified? None reported 

Significant deficiency(ies) identified that are not 
considered to be material weaknesses? 

None reported 

Type of auditors’ report issued on compliance with major 
programs: 

Unmodified 

Any audit findings disclosed that are required to be 
reported in accordance with section 2 CFR 200.516(a)? 

No 

Identification of major programs 

Name of Federal Program or Cluster CFDA Numbers 

U.S. Department of Homeland Security 
Disaster Grants - Public Assistance (Harvey) 
Port Security Grant   

 
97.036 
97.056 
 

U.S. Department of Transportation 
Federal Transit Formula Grants 

 

 
20.507 

1. Dollar Threshold Considered Between Type A and 
Type B Federal Programs 

$750,000 

2. Auditee qualified as low-risk auditee? No 
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II. Summary of Auditors’ Results 

State Awards 

Internal control over major programs: 

Material weakness(es) identified? None reported 

Significant deficiency(ies) identified that are not 
considered to be material weaknesses? 

None reported 

Type of auditors’ report issued on compliance with major 
programs: 

Unmodified 

Any audit findings disclosed that are required to be 
reported in accordance with State of Texas Uniform Grant 
Management Standards Section 510(a)? 

No 

Identification of major programs 

Name of State Program or Cluster Grant/Contract Numbers 

Office of the Governor, Emergency Management Division 
FEMA – Hurricane Harvey Supplement   

 
PA-06-TX-4332-PW-0017 

Texas Department of Public Transportation 
Urban State Fund 

 

 
PROJECT ID#51309022018 

3. Dollar Threshold Considered Between Type A and 
Type B Federal Programs 

$300,000 

4. Auditee qualified as low-risk auditee? No 



CITY OF PORT ARTHUR, TEXAS 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (continued) 
For the Year Ended September 30, 2018 
 
 

8 

II.   Financial Statement Findings 
 
None noted 
 
 
III.   Federal Award Findings and Questioned Costs 
 
None noted 
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CITY OF PORT ARTHUR, TEXAS
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS Page 1 of 2
For the year ended September 30, 2018

Federal Grantor/Pass-Through Grantor/Program Title

Federal
CFDA

Number

Pass-Through
Entity Identifying

Number
Federal

Expenditures
FEDERAL AWARDS:
U.S. Department of Agriculture

Pass Through Texas Department of Agriculture:

Special Supplemental Nutrition Program for Women, Infants 
   and Children 10.557 2017-049740-001 625,167$        

Total U.S. Department of Agriculture 625,167          

U.S. Department of Housing and Urban Development
Direct:

Home Investment Partnerships Program 14.239 M-15-MC-48-0217 334,391          
CDBG - Entitlement Grants Cluster:

Community Development Block Grant - Entitlement Grants 14.218 B-15-MC-48-0005 1,043,999       
Total Direct 1,378,390       

Passed Through Texas General Land Office:

Community Development Block Grant - Disaster Recovery 14.228
DRS22014813-333-000-7653/12-

449-000-6539 2,687,760       
Total U.S. Department of Housing and Urban Development 4,066,150       

U.S. Department of Justice
Direct:

Bulletproof Vest Program 16.607 2018BUBX18091830 11,996           
Passed Through Jefferson County:

Edward Byrne Memorial Justice Assistance Grant 16.738 2015-DJ-BX-1005 63,886           
Total U.S. Department of Justice 75,882           

U.S. Department of Transportation
Direct:

Federal Transit Cluster:
Federal Transit - Formula Grants* 20.507 TX-90-X612/TX-90-X869/ TX-90-

X916 1,901,328       
Passed Through Jefferson County:

Highway Safety Cluster:
National Priority Safety Programs - Click it or Ticket 20.616 2017-PortArthur-CIOT-00031 22,867           

Total U.S. Department of Transportation 1,924,195       
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CITY OF PORT ARTHUR, TEXAS
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS (continued) Page 2 of 2
For the year ended September 30, 2018

Federal Grantor/Pass-Through Grantor/Program Title

Federal
CFDA

Number

Pass-Through
Entity Identifying

Number
Federal

Expenditures

U.S. Department of Health and Human Services
Passed Through Texas Department of State Health Services:

Public Health Emergency Reponse  (PHEP) Hazards 93.074 537-18-0120-00001 98,898           
TB Federal 93.116 2016-004089 5,619             
TB Federal 93.116 HHS000036000016 14,055           
Immunization Grants 93.268 529-18-0091-00001 39,691           
State Partnership Initiative to Address Health Disparities 93.296 529-18-0091-00001 30,844           
Immunization Grants 93.539 537-18-0091-00001 41,730           
Preventive RLSS/LPHS 93.758 537-18-0242-00001 69,989           
Healthy Texas Babies Grant Program 93.994 HHS000094000001 12,166           
TANF Cluster:

Nurse-Family Partnership 93.558 529-16000300005 456,597          
Direct: U.S. Food and Drug Administration

Retail Standard Grant 93.103 G-T-1810-06873 4,408             
Total U.S. Department of Health and Human Services 773,997          

U.S. Department of Homeland Security
Passed through Texas Department of Public Safety:

Disaster Grants - Public Assistance (Harvey) 97.036 PA-06-TX-4332-PW-0017 11,250,000     
EMPG Grant 97.042 17TX-EMPG-0396 26,202           

Direct Program:
Port Security Grant 97.056 EMW-2016-PU-00078 450,000          

Total U.S. Department of Homeland Security 11,726,202     

Total Expenditures of Federal Awards 19,191,593$ 

* See Note 3 - Comingled Assistance  
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CITY OF PORT ARTHUR, TEXAS
SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS

For the year ended September 30, 2018

State Grantor/Pass-Through Grantor/Program Title

Grantor or Pass-Through
Entity Identifying

Number
State

Expenditures
STATE AWARDS:
Office of the Governor, Emergency Management Division:

FEMA - Hurricane Harvey Supplement PA-06-TX-4332-PW-0017 1,250,000$     
Total Office of the Governor, Emergency Management Division 1,250,000       

Texas Department of State Health Services:
Primary Health Care Program (PHC) 2016-048585-002 60,935           
Nurse-Family Partnership 529-16000300005 141,504          
TB State 537-18-0041-00001 22,430           
IMMUNIZATION/LOCALS 537-18-0091-00001 74,166           
Preventive RLSS/LPHS 537-18-0242-00001 78,169           

Total Texas Department of State Health Services 377,204          

Texas Department of Public Transportation:
Urban State Fund PROJECT ID#51309022018 437,985          

Total Texas Department of Public Transportation 437,985          

Texas Traffic Safety:
STEP Wave Comprehensive 2018-PortArth-S-1YG-0100 10,788           

Total Texas Traffic Safety 10,788           

Texas Commission on Law Enforcement:
Leose N/A 9,242             

Total Texas Commission on Law Enforcement 9,242             

Total Expenditures of State Awards 2,085,219$   
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Note 1 - Basis of Accounting 
 
The City accounts for awards under federal and state programs in the General and Special Revenue 
governmental funds.  
 
In the Governmental funds, these programs are accounted for using a current financial resources 
measurement focus.  With this measurement focus, only current assets and current liabilities generally are 
included on the balance sheet.  Operating statements of these funds present increases (i.e. revenues and 
other financing sources) and decreases (i.e. expenditures and other financing uses) in net current assets. The 
modified accrual basis of accounting is used for these funds.  This basis of accounting recognizes revenues 
in the accounting period in which they become susceptible to accrual, i.e., both measurable and available, 
and expenditures in the accounting period in which the liability is incurred, if measurable, except for certain 
compensated absences and claims and judgments, which are recognized when the obligations are expected 
to be liquidated with expendable available financial resources. Expenditures are recognized following the 
cost principles contained in the Uniform Guidance and State of Texas Uniform Grant Management 
Standards, wherein certain types of expenditures are not allowable or are limited to reimbursement. Pass-
through entity identifying numbers are presented where available. 
 
Federal and state grants are considered to be earned to the extent of expenditures made under the provisions 
of the grant, and, accordingly, when such funds are received, they are recorded as unearned revenues until 
earned. Generally, unused balances are returned to the grantor at the close of specified project periods. The 
City has elected not to use the 10 percent de minimis indirect cost rate allowed under the Uniform Guidance. 
 
All federal grants are subject to review by the grantor agencies. Any expenditures identified by the grantor 
agencies as disallowed could require reimbursement to the grantor agency from the City’s general fund. 

 
Note 2 - Basis of Presentation 
 
The accompanying schedule of expenditures of federal and state awards (the “Schedule”) includes the 
federal and state grant activity of the City under programs of the federal and state government for the year 
ended September 30, 2018.  The information in this schedule is presented in accordance with the 
requirements of the Uniform Guidance and State of Texas Uniform Grant Management Standards. Because 
the schedule presents only a selected portion of the operations of the City, it is not intended to and does not 
present the financial position, changes in net position or cash flows of the City. 
 
Note 3 - Comingled Assistance - Federal Transit - Formula Grant 
 
The City’s Transit program is funded through a combination of federal and state awards, as well as local 
program income.  The federal portion of the expenditures related to the program is not separately 
identifiable because of comingling assistance from State funding.  
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Federal regulations, Title 2 U.S. Code of Federal Regulations §200.511(b) requires the auditee to be responsible 
for follow up on all audit findings. As part of this responsibility, the auditee must prepare a summary schedule of 
prior audit findings to report the status of all audit findings included in the prior audit’s schedule of findings and 
questioned costs.  
 
The Summary Schedule of Prior Year Findings and Questioned Costs has been prepared to address these 
requirements. 
 
I.  Status of Prior Year Findings and Questioned Costs  
 
Finding #2017-001 – Anti-Fraud Policy 
 
The City has established a formal anti-fraud policy. 
 
Finding #2017-002 – Written Financial Closing Policies and Procedures 
 
The City has established formal closing policies and procedures. 
 
Finding #2017-003 – Purchase Orders 
 
The Purchasing division has reinforced their policy that a Purchase Order must be done before making a purchase.  
During fiscal year 2018, the City has experienced improvement in the utilization of Purchase Orders. 
 
Finding #2017-004 – Personnel File Maintenance 
 
The City has ensured that personnel files include are well documented and timekeeping records are maintained to 
ensure there is proper support for employee’s compensation. 
 
Finding #2017-005 – Purchasing (P-cards) 
 
The Purchasing Manager has begun reviewing all purchases made by Directors and a formal process will be 
implemented to provide evidence of the review.  Purchasing reviewed all employees utilizing p-cards and is 
obtaining signed user agreements for all users. 
 
Finding #2017-006 – Utility Billing Adjustments 
 
The Utility Office Manager approves all adjustments using the Manual Adjustment Form created in July of 2018.   
 
Finding #2017-007 – Fee Department Activity 
 
The City has improved the retention of documentation to ensure there is a proper audit trail to trace transactions 
from the point-of-sale to the bank statement. 
 
Finding #2017-008 – Written Control Procedures for Federal Programs 
 
The City has created a procedures manual to address the controls and compliance procedures for all federal award 
programs. 
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Federal regulations, Title 2 U.S. Code of Federal Regulations §200.511(c) states, “At the completion of the 
audit, the auditee must prepare, in a document separate from the auditor's findings described in §200.516 Audit 
findings, a corrective action plan to address each audit finding included in the current year auditor's reports.” 
 
The Corrective Action Plan for the year ended September 30, 2018 has been prepared to address these 
requirements. 
 
I. Corrective Action Plan 
 
Not applicable 
 




