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BETTY T. YEE 

California State Controller 
 

January 5, 2016 
 

The Honorable Ashley Swearengin 

Mayor of the City of Fresno 

2600 Fresno Street, Room 2075 

Fresno, CA  93721 
 

Dear Mayor Swearengin: 
 

The State Controller’s Office audited the City of Fresno’s Special Gas Tax Street Improvement 

Fund for the period of July 1, 2005, through June 30, 2013. We also audited the Traffic 

Congestion Relief Fund (TCRF) allocations recorded in the TCRF Fund for the period of July 1, 

2005, through June 30, 2013, as well as reviewed the Proposition 1B funds recorded in the 

Proposition 1B Fund for the period of July 1, 2008, through June 30, 2013.  
 

Our audit found that the city accounted for and expended its Special Gas Tax Street 

Improvement Fund, Traffic Congestion Relief Fund, and Proposition 1B Fund in compliance 

with requirements, except the city understated the fund balance in the Special Gas Tax Street 

Improvement Fund by $10,811,519 as of June 30, 2013. The city understated the fund balance 

because it charged ineligible debt service payments of $10,783,977 for its Certificate of 

Participation and negative interest of $27,542 to the Special Gas Tax Street Improvement Fund 

as of June 30, 2013. 
 

In addition, our audit found that the city overstated the fund balance in the Traffic Congestion 

Relief Fund by $6,711 as of June 30, 2013. The city overstated the fund balance because it did 

not meet the two-year spending requirement.  
 

Additionally, the city understated the fund balance in the Proposition 1B Fund by $7,189 as of 

June 30, 2013, because it charged program expenses in excess of available funds.  
 

If you have any questions, please contact Mike Spalj, Chief, Local Government Audits Bureau 

by telephone at (916) 324-6984. 
 

Sincerely, 

 
Original signed by 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

 

JVB/as 
 

cc: Michael Lima, Finance Director  

  City of Fresno
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Audit Report 
 

The State Controller’s Office (SCO) audited the City of Fresno’s: 

 Special Gas Tax Street Improvement Fund for the period of July 1, 

2005, through June 30, 2013;  

 Traffic Congestion Relief Fund (TCRF) for the period of July 1, 2005, 

through June 30, 2013; and 

 Proposition 1B Fund for the period of July 1, 2008, through June 30, 

2013. 
 

Our audit found that the city accounted for and expended its Special Gas 

Tax Street Improvement Fund, Traffic Congestion Relief Fund, and 

Proposition 1B Fund in compliance with requirements, except that the city 

understated the fund balance in the Special Gas Tax Street Improvement 

Fund by $10,811,519 as of June 30, 2013. The city understated the fund 

balance because it charged ineligible debt service payments of 

$10,783,977 for its Certificate of Participation and negative interest of 

$27,542 to the Special Gas Tax Street Improvement Fund as of June 30, 

2013. 
 

Our audit also found that the city overstated the fund balance in the Traffic 

Congestion Relief Fund by $6,711 as of June 30, 2013. The city overstated 

the fund balance because it did not meet the two-year spending 

requirement.  
 

Additionally, the city understated the fund balance in the Proposition 1B 

Fund by $7,189 as of June 30, 2013, because it charged program 

expenditures in excess of available funds.  
 

 

The State apportions funds monthly from the Highway Users Tax Account 

in the Transportation Tax Fund to cities and counties for the construction, 

maintenance, and operation of local streets and roads. The highway users 

taxes derive from state taxes on the sale of motor vehicle fuels. In 

accordance with Article XIX of the California Constitution and Streets and 

Highways Code section 2101, a city must deposit all apportionments of 

highway users taxes in its Special Gas Tax Street Improvement Fund. A 

city must expend gas tax funds only for street-related purposes. We 

conducted our audit of the city’s Special Gas Tax Street Improvement 

Fund under the authority of Government Code section 12410. 
 

Government Code section 14556.5 created a Traffic Congestion Relief 

Fund in the State Treasury for allocating funds quarterly to cities and 

counties for street or road maintenance, reconstruction, and storm damage 

repair. Cities must deposit funds received into the city account designated 

for the receipt of state funds allocated for transportation purposes. The city 

recorded its TCRF allocations in the Traffic Congestion Relief Fund. We 

conducted our audit of the city’s TCRF allocations under the authority of 

Revenue and Taxation Code section 7104.  

Summary 

Background 
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Senate Bill 1266, Highway Safety, Traffic Reduction, Air Quality, and 

Port Security Bond Act of 2006, was introduced as Proposition 1B and 

approved by the voters on November 7, 2006, for a variety of 

transportation priorities, including the maintenance and improvement of 

local transportation facilities. Proposition 1B funds transferred to cities 

and counties shall be deposited into an account that is designated for the 

receipt of State funds allocated for streets and roads. The city recorded its 

Proposition 1B allocations in the Proposition 1B Fund. A city also is 

required to expend its allocations within four years following the end of 

the fiscal year in which the allocation was made and to expend the 

allocation in compliance with Government Code section 8879.23. We 

conducted our review of the city’s Proposition 1B Fund under the authority 

of Government Code section 12410. 

 

 

Our audit objective was to determine whether the city accounted for and 

expended its Special Gas Tax Street Improvement Fund, TCRF, and 

Proposition 1B Fund in compliance with Article XIX of the California 

Constitution, the Streets and Highways Code, Revenue and Taxation Code 

section 7104, and Government Code section 8879.23. 

 

To meet the audit objective, we performed the following procedures: 

 

Special Gas Tax Street Improvement Fund 

 Reconciled the fund revenue recorded in the city ledger to the balance 

reported in the SCO’s apportionment schedule to determine whether 

Highway Users Tax Account (HUTA) funds received by the city were 

completely accounted for. 

 Judgmentally selected a sample of expenditure transactions and 

verified proper documentation and eligibility to determine whether 

HUTA funds were expended in accordance with the criteria above. 

 Analyzed and tested sample transactions to determine whether 

recoveries of prior HUTA fund expenditures were identified and 

credited to the Special Gas Tax Street Improvement Fund. 

 Reviewed the fund cash and liabilities accounts for unauthorized 

borrowing to determine whether unexpended HUTA funds were 

available for future street-related expenditures. 

 Interviewed city employees and reviewed policies and procedures to 

gain an understanding of the city’s internal controls and accounting 

systems related to this audit. 

 

Traffic Congestion Relief Fund (TCRF) 

 Reconciled the TCRF revenue recorded in the city ledger to confirm 

that the TCRF allocations received by the city agreed with the SCO’s 

apportionment schedule. 

Objective, Scope, 

and Methodology 
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 Judgmentally selected a sample of expenditure transactions and 

verified proper documentation and eligibility to determine the city’s 

compliance with the criteria above. 

 Reconciled the City’s “Schedule of Expenditures as Reported in the 

Streets and Roads Annual Report” with the SCO’s “Average Annual 

Expenditures Computation of Discretionary Funds” to determine 

compliance with the maintenance-of-effort (MOE) requirement. 
 

Proposition 1B Fund 

 Reconciled the Proposition 1B revenue recorded in the city ledger to 

confirm that the Proposition 1B Fund allocations received by the city 

agreed with the SCO’s apportionment schedule. 

 Judgmentally selected a sample of expenditure transactions and 

verified proper documentation and eligibility to determine the city’s 

compliance with the criteria above. 
 

We conducted this performance audit in accordance with generally 

accepted government auditing standards. Those standards require that we 

plan and perform the audit to obtain sufficient, appropriate evidence to 

provide a reasonable basis for our findings and conclusions based on our 

audit objectives. We believe that the evidence obtained provides a 

reasonable basis for our findings and conclusions based on our audit 

objectives.  
 

We did not audit the city’s financial statements. We limited our audit scope 

to planning and performing the audit procedures necessary to obtain 

reasonable assurance that the city accounted for and expended the Special 

Gas Tax Street Improvement Fund, the Traffic Congestion Relief Fund, 

and the Proposition 1B Fund in accordance with the requirements of the 

Streets and Highways Code, Revenue and Taxation Code section 7104, 

and Government Code section 8873.23. Accordingly, we examined 

transactions, on a test basis, to determine whether the city expended funds 

for street purposes. We considered the city’s internal controls only to the 

extent necessary to plan the audit. 
 

 

Our audit found that the City of Fresno accounted for and expended its: 

 Special Gas Tax Street Improvement Fund in compliance with 

Article XIX of the California Constitution and the Streets and 

Highways Code for the period of July 1, 2005, through June 30, 2013, 

except as noted in Schedule 1 and described in the Findings and 

Recommendations section of this report. The finding requires an 

adjustment of $10,811,519 to the city’s accounting records.  

 Traffic Congestion Relief Fund in compliance with Article XIX of the 

California Constitution, the Streets and Highways Code, and Revenue 

and Taxation Code section 7104 for the period of July 1, 2005, through 

June 30, 2013, except as noted in Schedule 1 and described in the 

Findings and Recommendations section of this report. The finding 

requires an adjustment of $6,711 to the city’s accounting records. 

Conclusion 



 Special Gas Tax Street Improvement Fund,  

City of Fresno Traffic Congestion Relief Fund, and Proposition 1B Fund 

-4- 

 Proposition 1B Fund in compliance with Government Code section 

8879.23 for the period of July 1, 2008, through June 30, 2013, except 

as noted in Schedule 1 and described in the Finding and 

Recommendation section of this report. The finding requires an 

adjustment of $7,189 to the city’s accounting records. 
 
 

The city satisfactorily resolved the findings noted in our prior audit report, 

issued on January 26, 2007.   

 

 

We issued a draft audit report on December 19, 2014. Michael Lima, 

Finance Director, responded by letter dated January 6, 2015, agreeing with 

the audit results with the exception of Finding 1—Ineligible debt service 

payment. The city’s response is included in this final audit report as an 

attachment.  

 

 

This report is intended for the information and use of the City of Fresno’s 

management and the SCO; it is not intended to be and should not be used 

by anyone other than these specified parties. This restriction is not 

intended to limit distribution of this report, which is a matter of public 

record. 

 

 

Original signed by 

 

JEFFREY V. BROWNFIELD, CPA 

Chief, Division of Audits 

January 5, 2016 

 

 

Restricted Use 

Views of 

Responsible 

Official 

Follow-Up on Prior 
Audit Findings 
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Schedule 1— 

Reconciliation of Fund Balance 

July 1, 2012, through June 30, 2013 
 

 

  

Special Gas Tax 

Street Improvement 

Fund  

Proposition 1B 

Fund 2 

 Traffic 

Congestion 

Relief Fund 3   

Highway Users Tax 

Allocations 1   

       

Beginning fund balance per city  $ 3,308,837  $ 2,574,262  $ 6,711 

Revenues   11,530,542   141,643   – 

Total funds available   14,839,379   2,715,905   – 

Expenditures   (10,326,480)   (2,723,094)   – 

Ending fund balance per city   4,512,899   (7,189)   6,711 

Timing adjustment:       

 Accrual of June 2013 highway users tax 

apportionment (Governmental Accounting 

Standards Board Statement No. 34)   (423,582)   –   – 

SCO adjustments: 4          

 Finding 1—Ineligible COP debt payments   10,783,977   –   – 

 Finding 2—Negative interest charged   27,542   –   – 

 Finding 3—Negative fund balance   –   7,189   – 

 Finding 4—Unspent TCRF   –   –   (6,711) 

Total SCO adjustments   10,811,519   7,189   (6,711) 

Ending fund balance per audit  $ 14,900,836  $ –  $ – 

 

 

 

 

___________________________ 
1 The city receives apportionments from the State highway users tax account, pursuant to Streets and Highways Code 

sections 2103, 2105, 2106, 2107, and 2107.5. The basis of the apportionments varies, but the money may be used 

for any street purpose. Streets and Highways Code section 2107.5 restricts apportionments to administration and 

engineering expenditures, except for cities with populations of fewer than 10,000 inhabitants. Those cities may use 

the funds for rights-of-way and for the construction of street systems. The audit period was July 1, 2005, through 

June 30, 2013; however, this schedule includes only the period of July 1, 2012, through June 30, 2013. 
2 Senate Bill 1266, Highway Safety, Traffic Reduction, Air Quality, and Port Security Bond Act of 2006, introduced 

as Proposition 1B, provided funds for a variety of transportation priorities. The audit period was July 1, 2008, 

through June 30, 2013; however, this schedule includes only the period of July 1, 2012, through June 30, 2013. 

3 Government Code section 14556.5 created a Traffic Congestion Relief Fund (TCRF) in the State Treasury for 

allocating funds quarterly to cities and counties for street and road maintenance, reconstruction, and storm damage 

repair. The TCRF allocations were recorded in the TCRF Fund. The audit period was July 1, 2005, through June 30, 

2013; however, this schedule includes only the period of July 1, 2012, through June 30, 2013.  
4 See the Findings and Recommendations section. 
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Findings and Recommendations 
 
The city improperly charged the Special Gas Tax Street Improvement (Gas 

Tax) Fund $10,783,977 for debt service payments (principal and interest) 

for the period from July 1, 2005, through June 30, 2013. The principal and 

interest was for the “Fresno COP 1991 Street Improvement Project, Trust 

No. 65141.” The proceeds were used to finance long-term capital 

improvements to the city’s streets and highways. 

 

There is no provision in the Streets and Highways Code for debt service 

payments relating to the issuance of a Certificate of Participation (COP). 

 

A COP is similar to a bond, and as such, principal and interest costs may 

be eligible for Gas Tax funding. The Streets and Highways Code allows 

for Gas Tax funding of principal and interest when the following three 

criteria are met: 

1. Bonds are voter approved, 

2. The terms of the bonds do not exceed 25 years, and 

3. The bonds are limited to 25% of the annual Gas Tax allocations. 

 

Street and Highways Code section 2107.4 states: 

 
Not more than one-quarter of the funds allocated to a city or county from 

the Highway Users Tax Account in the Transportation Tax Fund for the 

construction of streets therein may be used to make principal and interest 

payments on bonds issued for such construction, if the issuance of such 

bonds is authorized by a proposition approved by a majority of the votes 

cast thereon. The term of any such bonds shall not exceed 25 years. 

 

As a result, the following debt service charges to the Gas Tax Fund are 

unallowable: 

 

Debt service payments   Principal    Interest    Total  

FY 2012-13 
 

$ 867,149   $ 202,175   $ 1,069,324  

FY 2011-12  849,612   218,034   1,067,646  

FY 2010-11  839,102   233,176   1,072,278  

FY 2009-10  1,136,895   581,557   1,718,452  

FY 2008-09  1,637,808   309,926   1,947,734  

FY 2007-08  1,526,924   391,366   1,918,290  

FY 2006-07  767,000   326,753   1,093,753  

FY 2005-06  586,000   310,500   896,500  

Audit Adjustments 
 

$ 8,210,490   $ 2,573,487   $ 10,783,977  

 

  

FINDING 1— 

Ineligible debt service 

payments 
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Recommendation 

 

The city should reimburse the Gas Tax Fund for the ineligible debt service 

payments totaling $10,783,977 from FY 2005-06 through FY 2012-13. 

 

In the future, the city should ensure that all debt service payments charged 

to the Gas Tax Fund are for voter-approved bonds and not for COPs, and 

the term is not to exceed 25 years. In addition, the city should ensure that 

the proceeds from bonds are used for street activities and that the debt 

service payments do not exceed 25% of the annual Gas Tax Fund 

allocations. 
 

City’s Response 

 
The Fresno COP 1991 Street Improvement Project, Trust No 65141 debt 

service was far less than stated, and therefore, the reimbursement should 

be less than stated (if all). Please see the schedule below for the correct 

principal and interest payments, which can be verified by page 9 of the 

Official Statement of said COP: 

 
Debt service 

payments   Principal  Interest   Total 

FY 2012-13   $0    $0    $0  

FY 2011-12   920,000               60,950    980,950  

FY 2010-11   860,000             117,925    977,925  

FY 2009-10   810,000             171,588    981,588  

FY 2008-09   760,000             221,937    981,937  

FY 2007-08   705,000             268,644    973,644  

FY 2006-07   670,000             313,031    983,031  

FY 2005-06    630,000             354,611    984,611  

Audit 

Adjustment     $  5,355,000     $  1,508,686     $  6,863,686  

 
In addition to the schedule above, the City however, did not pay the 

entire amount of debt service on these bonds as stated in the Official 

Statement from Gas Tax, but instead used other available funds as 

reflected below: 

 
Debt service 

payments    Principal   Interest   Total   Source 

FY 2012-13   $0    $0    $0      

FY 2011-12   0   0   0   Pd w/ Bond Reserve 

FY 2010-11   0   0   0   Prepaid in 2010 

FY 2009-10       1,670,000      54,720     1,724,720    Gas Tax Tfrs for DS 

FY 2008-09       760,000      140,791     900,791    Gas Tax Tfrs for DS 

FY 2007-08          705,000      189,258       894,258    Gas Tax Tfrs for DS 

FY 2006-07          670,000      231,000       901,000    Gas Tax Tfrs for DS 

FY 2005-06           586,000     124,000       710,000    Gas Tax Tfrs for DS 

Audit 

Adjustment     $ 4,391,000    $739,769    $5,130,769      
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Based on the facts as stated above, if any amount would need to be repaid 

to the State relating only to the Fresno 1991 COP it would be only 

$5,130,769. 

 

However, what the audit does not consider is case law that concludes that 

a long-term pledge of monies in a fund comprised of Gas Tax revenues 

satisfies the “special fund” test that provides an exception to the rule 

about having approval of 2/3rds of the voters (or voter-approved debt). 

The available financing structure that would avoid the need for an 

election is the use of Certificates of Participation (“COP”), or Lease 

Revenue Bonds (“LRB”). These two structures involve granting a lease 

or permit in the site to a non-profit public benefit corporation or joint 

powers authority and a leaseback or installment-sale of such site, along 

with the completed project, to the City. COP or Site Leases and Site 

Subleases (in the case of LRB) were prepared by the trustee that requires 

the City to make installment payments (in the case of COP) or base rental 

payments (in the case of LRB) to the Joint Powers Authority, with the 

Joint Powers Authority repaying the COP or LRB. Since COP in lease 

or installment payments are generally held not to be bonds or notes for 

purposes of debt limitations, this structure has been successfully utilized 

by cities, counties, and special districts to finance capital projects.  

 

For this reason, the City firmly believes it has met all the requirements 

for receiving and properly using the Gas Tax revenues that it has received 

and should not be required to repay any of it back to the State or the 

Fund.   

 

For support of the above argument, presented as evidence is a 

Memorandum dated March 6, 1991 by Barney A. Allison of Nossaman, 

Gunthner, Knox and Elliott, Special Counsel to the 1991 COP, addressed 

to Jesse J. Avila, Assistant City Attorney for the City of Fresno that cites 

two cases providing precedence for the City’s pledge of Gas Tax for the 

repayment of the Fresno COP 1991 Street Improvement Project, and for 

the use of Gas Tax moneys to repay any LRBs that funded qualified 

street projects. In addition to several published citations from the State 

Attorney General, two cases cited are California Toll Bridge Authority 

vs. Kelly, 218 Cal. 7, 14, 21 p. 2d 425 (1933) and Wenke v. Hitchcock, 

6 Cal. 3rd 746, 751; 100 Cal. Rptr. 290; 493 O, 2d 1154 (1972).  

 

Also, please note that Nossaman, Gunthner, Knox and Elliott did provide 

a letter to Sutro & Co, as underwriters on the 1991 COP, stating that all 

sections of the Official Statement relating to the use of Gas Taxes for the 

payment of the Installment Payments are “correct and accurate in all 

material respects to the best of our knowledge and belief.” 

 

SCO’s Comments 

 

Our original finding schedule stated that the ineligible debt service 

payment was for the “Fresno COP 1991 Street Improvement Project, Trust 

No 65141.” In fact, the correct statement should have stated “Fresno COP 

1991 Street Improvement Project, Trust No. 65141; the 2002 Street Light 

Acquisition Project LRB; and 2004 LRB Debt Service,” making it three 

separate bond transactions.  
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Our audit finding schedule computation was derived from the city’s 

accounting records. Per the accounting records submitted by the city for 

our review, during FY 2012-13 specifically, the city transferred $303,070 

and $766,254 for a total of $1,069,324 from the Gas Tax Fund Nos. 20101 

and 20102, respectively, to make the ineligible debt service payments. 

From FY 2005-06 to FY 2012-13, the city transferred a total of 

$10,783,977 to make the debt service payments.  
 

There is no provision in the Streets and Highway Code that authorizes the 

use of Gas Tax Fund to pay for debt service. Gas Tax Funds are used 

specifically for street related expenditures.  
 

Subdivision (a) Section 1 of Article 19 of the State Constitution restricts 

the use of gas tax funds to the following purposes: 
 

The research, planning, construction, improvement, maintenance, and 

operation of public street and highways (and their related public facilities 

for non-motorized traffic), including the mitigation of their 

environmental effects, the payment for property take or damaged for 

such purposes, and the administrative costs necessarily incurred in the 

foregoing purposes. 
 

Section 5 of Article 19 of the State Constitution states that: 
 

The Legislature may authorize up to 25 percent of the revenue available 

for expenditure by any city or county, or by the State, for the purposes 

specified in subdivision (a) of Section 1 of this article to be pledged or 

used for the payment of principal and interest on voter-approved bonds 

issued for such purposes.  

 

Under that constitutional authority, the Legislature enacted Streets and 

Highways Code section 2107.4 which provides that: 
 

Not more than one-quarter of the funds allocated to a city or county from 

the Highways Users Tax Account in the Transportation Tax Fund for the 

construction of streets therein may be used to make principal and interest 

payment on bonds issued for such construction, if the issuance of such 

bonds is authorized by a proposition approved by a majority of the votes 

cast thereon. The term of any such bonds shall not exceed 25 years. 
 

Consequently, cities may only use up to 25% of their gas tax 

apportionments to pay principal and interest on voter approved bonds.  
 

The State Constitution might not prohibit indirect road construction-

related expenditures of state gas tax revenues, such as the use of an 

Installment Sale Agreement. According to City of Costa Mesa v. Connell, 

87 Cal.Rptr. 2d 612, this does not grant the Cities “carte blanche to 

disregard other restrictions. There still remains the prohibition against 

using state gas tax funds to service the debt on bonds not approved by 

voters. For that reason, the indirect expenditure here (to be rerouted to pay 

the debt on unapproved bonds) is an illegitimate use of the moneys.” Just 

as in the Costa Mesa case, the indirect expenditure of gas tax revenues 

(rerouted to pay the interest and principal on the non-voter approved 

bonds), is an illegitimate use of the money.   
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The city did not meet any of the above criteria and, therefore, the SCO’s 

finding and recommendation remain unchanged. 

 

 

The City of Fresno allocates interest earnings to all city funds based on the 

average daily cash balance in each fund. The city’s Gas Tax Fund 

periodically had a negative cash balance during the period of July 1, 2010, 

through June 30, 2013. As a result, the city allocated $27,542 of negative 

interest charges to the Gas Tax Fund. 

 

Streets and Highways Code section 2101 specifies that Highways Users 

Tax apportionments are to be expended for the construction, maintenance, 

and operation of public streets and roads. It does not identify negative 

interest charges as an allowable use of gas tax funds. 

 

As a result, the negative interest charged to the Gas Tax Fund is 

unallowable. 

 

Recommendation 

 

The city should transfer $27,542 to the Gas Tax Fund and establish 

procedures to ensure that the Fund is not allocated negative interest 

charges in the future. 

 

The city agreed with our finding and recommendation and reimbursed the 

Gas Tax Fund $27,542 by Journal Entry #232785, dated January 28, 2014. 

 

City’s Response 

 

The city agreed with the finding and implemented our recommendation.  

 

 

On June 30, 3013, the City of Fresno’s Proposition 1B Fund had a negative 

balance of $7,189. This resulted from the city charging street expenditures 

to the Proposition 1B Fund in excess of funds available. 

 

Streets and Highways Code section 2101 restricts expenditures to actual 

street-related costs. Additionally, the California Constitution, Article XVI, 

section 18 states “. . . no county, city, . . . shall incur any indebtedness or 

liability in any manner or for any purpose exceeding any year the income 

and revenue provided for such year. 

 

Recommendation 

 

The city should transfer $7,189 to the Proposition 1B Fund to correct the 

negative fund balance. Also, the city should establish procedures to ensure 

that there are sufficient funds in the Proposition 1B Fund prior to charging 

expenditures. 

The city agreed with our finding and recommendation and reclassified 

excess expenditures of $7,189 by Journal Entry #232770, dated 

January 28, 2014 

 

FINDING 2— 

Unallowable negative 

interest charges 

FINDING 3— 

Proposition 1B Fund 

negative balance 
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City’s Response 

 

The city agreed with the finding and implemented our recommendation.  

 

 

During FY 2011-12, the city did not expend its TCRF allocations within 

the fiscal year following the fiscal year in which the allocations were 

made, as required by Streets and Highways Code section 2182.1(g). The 

unexpended allocations total $6,711. 

 

Streets and Highways Code section 2182.1(g) states “. . . funds not 

expended within that period shall be returned to the Controller. . . .” 

 

Recommendation 

 

The city should return the unexpended TCRF allocations of $6,711 to the 

State Controller's Office. Additionally, the city should review its TCRF 

expenditure levels to ensure compliance with program requirements. 

 

The city provided additional TCRF expenditure information during 

fieldwork. The auditor reviewed the additional information and agreed that 

there were additional eligible TCRF expenditures. The city, therefore, 

reclassified the expenditures by Journal Entry #232771, dated January 28, 

2014 to eliminate the unexpended allocations. 

 

City’s Response 

 

The city agreed with finding and implemented our recommendation.  

 

FINDING 4— 

TCRF expenditure 

requirement not met 
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