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To the Mayor and Members of Council 
Borough of Columbia 
Columbia, Pennsylvania 
            
          In planning and performing our audit of the financial statements of the governmental activities, each 
major fund, and aggregate remaining fund information of the Borough of Columbia as of and for the year 
ended December 31, 2019, in accordance with auditing standards generally accepted in the United States of 
America, we considered the Borough of Columbia’s internal control over financial reporting (internal control) 
as a basis for designing our auditing 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 Borough’s internal control.  Accordingly, we do not express an opinion on the 
effectiveness of the Borough’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 discussed below, we identified certain deficiencies in internal 
control that we consider to be material weaknesses and other deficiencies that we consider to be 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 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. We consider 
the following deficiencies in internal control to be material weaknesses: 

 During our audit, we noted that two employees who retired from employment effective on a 
certain date in 2019, extended their employment beyond that retirement date using accrued 
time off.  These employees did not receive a lump sum payout of their accrued time, and were 
able to continue on the Borough’s health insurance during the time of extended employment.  
Both of the employees were management level employees, who were not subject to the 
Borough’s Union Contract.  The salary payout for these two employees after retirement was 
approximately $78,500, which does not include payroll taxes or insurance costs.  During this 
extended employment, these employees were also given holiday pay for any holidays that fell 
during this time.   

As part of our audit for the year ended December 31, 2018, we reported that documentation 
and approvals related to payroll are inadequate.  During our current audit, we inquired as to 
the documentation approving the extension of employment with the use of accrued time, and 
there was no documentation available.  The practice was simply allowed because it had been 
practiced in the past as reported by management. 
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We also noted a trend for employees to announce resignations and retirements in early 
January, in order to earn additional paid time off that will be paid to the employee upon 
separation from the Borough.  Employee paid time off is earned as of January 1 of the current 
year, and is not pro-rated by month.  As a result, these employees are able to earn substantial 
additional time by waiting until after January 1 to announce intentions to leave employment 
with the Borough.   
 
We have also noted that the Borough currently has a retired nonunion employee extending 
employment in 2020 and no approved documents were provided for this employee as well. 
 
As part of his preparation for the audit, the Finance Manager prepared two schedules for 
compensated absences.  One of which calculated the liability utilizing the provisions in the 
current employee contracts.  The second schedule removed these caps to calculate the 
Borough’s potential exposure if this practice of extending employment with accrued time off 
were to be permitted going forward. We feel this calculation is a valuable tool for the Borough 
to review the potential costs of such employment practices, and feel this should be reviewed 
carefully to determine a solution going forward.   
 
We recommend the Borough strengthen and enforce controls in place, and consider 
additional procedures to ensure that payroll documentation is adequate.  We recommend that 
Borough council approve all pay increases and rates, extensions and benefits, and document 
the approval in meeting minutes and with appropriate signed forms for the accounting office.  
We also recommend that managers enforce all contracts as written, and to strengthen 
manager contracts to include provisions regarding employee separation from the Borough, 
whether to retirement, or voluntary or involuntary termination.     
 

 A significant deficiency is a deficiency, or 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 consider the following deficiencies in the Borough of Columbia’s internal control to be 
significant deficiencies.   
 

 During our audit, we noted the Borough’s beginning fund balance did not match the audited 
ending fund balance as of December 31, 2018.  As part of our audit, we reviewed the reasons 
for the difference, and found that an interfund payable between the General Fund and the 
Highway Reserve Fund was eliminated.  It is unusual that the Borough’s accounting system 
would allow an entry between two accounting funds, but the error should have been caught 
due to the materiality of the transaction affecting the fund balances in each fund.   

 
We also reviewed with the Finance Manager that a transfer from a Capital Projects Fund is 
not allowable to the General Fund.  Once funds are earmarked as capital, they may not be 
transferred back for general operating purposes unless there are extenuating circumstances 
to do so.  In the Borough’s case, those extenuating circumstances are not present.  As a 
result of the above items, we proposed several journal entries to correct fund balance 
amounts, and to show a proper transfer from the Highway Reserve Fund to the Capital 
Improvement Fund.   
 
We recommend that transactions that affect fund balance figures be reviewed for accuracy 
and relevance.  We also recommend that the Finance Manager continue to monitor entries 
made in the Edmunds Accounting Software to ensure they are appropriate.   
 

 During our audit, we noted the Borough did not timely receive the Build America Bond subsidy 
for the November 2019 bond payment due on the General Obligation Bonds, Series of 2010.  
As part of the Wastewater Treatment System sale to LASA in May 2015, LASA agreed to 
reimburse the Borough for debt payments made on the General Obligation Bonds, Series of 
2010. LASA will pay the principal and interest portions less the Build America Bond subsidy, 
until the bonds can be called in November 2020.   
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   During 2019, LASA remitted all necessary payments to the Borough, but the Borough did not 

receive $154,517 that was due from the United States Treasury for the subsidy on the second 
semiannual debt payment due in November.  During our fieldwork, we noted the missing 
revenue to the Finance Manager, who worked with the lending institution and the Internal 
Revenue Service to resolve the oversight.  As a result of those efforts, the Borough received 
the full subsidy payment of $154,517 in April 2020.   

 
   We recommend that the Borough review comparative financial data, cash flow forecasts, as 

well as financial data in relation to budgeted amounts to ensure that all anticipated revenues 
are collected or reported timely.   

 
 During our audit, we noted that revenues are not being consistently classified in the Borough’s 

general ledger.  We noted many instances of revenues being netted against expense.  As part 
of our audit, we requested a reconciliation of all netted revenues, and proposed journal entries 
to gross up the amounts for financial reporting purposes.   
 
We recommend that the Borough develop and implement procedures to ensure that revenues 
are consistently recorded during the year, as well as consistently with past practice.  This will 
aid in the budgeting process as well.   
 

 During our audit, we noted that the Borough’s Non-Uniform Pension contribution for 2019 was 
remitted on January 3, 2020, but was not recorded on the Borough’s General Fund as an 
interfund payable to the Non-Uniform Pension fund in 2019.  As part of our audit, we proposed 
a journal entry to record the $77,275 remittance as an expense on the General Fund for 2019. 

 
We recommend that the Borough follow interfund accounting procedures or remittances be 
made before year end where practical to do so.   
 

 During our audit, we reviewed credit card purchases and determined a lack of controls over 
documentation related to charges incurred.  While we did note that controls improved during 
2019 as a result of our prior audit comments, we feel that the Borough should continue to 
work with employees to ensure that documentation to support all charges is provided to the 
business office.   

 
 During our audit, we noted that large numbers of journal entries are recorded by the Finance 

Manager.  We also noted that the journal entries are not approved by another party.  We did 
note that the process has improved as a result of our prior audit comment, but feel the 
Borough should continue work to reduce the number of needed journal entries.   

 
Other Comments 
 

 During our audit, we noted that bank reconciliations are prepared manually rather than by 
utilizing the accounting software features.  Whenever possible, the Borough should be taking 
advantage of automated accounting processes to mitigate the risk of human error.  The 
Borough should also be using the accounting software for all transactions to ensure that all 
transactions are reported properly.   

 
 This communication is intended solely for the information and use of management, members of 
Council, and others within the organization, and is not intended to be and should not be used by anyone 
other than these specified parties. 
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