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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.

 

Frisco, Texas

March 16, 2026 
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City of Nolanville
Schedule of Findings and Responses

For the Year Ended September 30, 2025

Significant Deficiency: 2025-01: Subscription-based Information Technology Arrangements (SBITA)

Condition: We noted that the City did not properly implement the requirements of GASB 96. This is a recurring finding.
Cause: The City has not established and implemented formal policies and procedures to identify, review, and evaluate software 
subscription contracts for applicability and capitalization under GASB 96.
Criteria: The City is responsible for implementing the requirements of GASB Statement No. 96, Subscription-Based Information 
Technology Arrangements.
Effect: Proper implementation of these controls will ensure that subscription assets, liabilities, and related amortization/expenses 
are accurately recorded and reported in the financial statements in accordance with GAAP.
Recommendation: We recommend that the City review its software subscription contracts to assess whether they fall within the 
scope of GASB 96. This process should include a detailed evaluation of each contract’s components to determine whether 
capitalization of the contract costs is appropriate under the standard.
City’s Response: Management acknowledges the findings and recognizes the importance of implementing GASB 96. The City 
will begin evaluating its software subscription contracts to determine applicability under the standard. This will include a 
thorough review of contract elements and components to assess capitalization requirements. Management also plans to provide 
relevant training to staff and establish ongoing review procedures to ensure continued compliance.

Material Weakness: 2025-02: Internal Controls over Inadequate Retention of Construction in Progress (CIP) Completion 
Documentation

Condition: We noted inadequate retention of documentation to support the completion of construction in progress (CIP) projects.
Cause: The City has not established and implemented procedures to ensure proper retention of CIP completion documentation.
Criteria: Governments should maintain sufficient documentation to support the completion of CIP projects to ensure assets are 
capitalized timely and depreciation begins when the asset is placed into service, in accordance with generally accepted accounting 
principles (GAAP).
Effect: These procedures will ensure timely capitalization of assets and accurate depreciation in future reporting periods.
Recommendation: We recommend that management implement and enforce procedures to properly retain CIP completion 
documentation. This will help ensure timely capitalization of assets and accurate depreciation in future reporting periods.
City’s Response: Management agrees with the recommendation and will develop procedures to ensure proper retention of CIP 
completion documentation going forward.

Material Weakness: 2025-03: Inadequate Project Management and Construction in Progress (CIP) Tracking

Condition: We noted inadequate project management and tracking procedures for construction in progress (CIP) projects, 
including projects not being monitored individually and new projects being commingled or confused with old, ongoing, or 
completed projects.
Cause: The City has not established and implemented a comprehensive project management and CIP tracking system or 
standardized procedures.
Criteria: The City should maintain effective project management and tracking procedures for its projects to ensure each project is 
monitored individually, related budgets and expenditures are accurately tracked and controlled, and new projects are clearly 
distinguished and not commingled or confused with old, ongoing, or completed projects. Proper tracking is necessary for effective 
oversight, timely and accurate financial reporting, prevention of budget overruns or misallocations, and compliance with 
generally accepted accounting principles (GAAP) and sound internal control practices.
Effect: These improvements will enhance accountability, support accurate capitalization and reporting of capital assets, and 
reduce the risk of errors in project and budget management.
Recommendation: We recommend that management implement and enforce a comprehensive project management and CIP 
tracking system. The system should assign unique identifiers to each project and maintain separate records for status, budgets, 
expenditures, and timelines; establish clear protocols to prevent combining or confusing new projects with old or completed ones; 
require regular reconciliations and management reviews of project budgets and progress; and provide appropriate training for staff 
responsible for CIP oversight. These improvements will enhance accountability, support accurate capitalization and reporting of 
capital assets, and reduce the risk of errors in project and budget management.
City’s Response: Management acknowledges the findings and recognizes the importance of strong project management and CIP 
tracking. Management agrees with the recommendation and will develop and implement improved procedures and systems to 
ensure each CIP project is properly tracked separately, new projects are distinctly managed from old projects, and related budgets 
are accurately monitored and controlled going forward.
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City of Nolanville
Summary Schedule of Prior Audit Findings

For the Year Ended September 30, 2025

Finding No. 2024-01: Subscription-based Information Technology Arrangements (SBITA)

Type of Finding: Significant Deficiency
Criteria: The City did not properly implement the requirements of GASB 96.
Recommendations: We recommend that the City review its software subscription contracts to assess whether they fall within 
the scope of GASB 96. This process should include a detailed evaluation of each contract’s components to determine whether 
capitalization of the contract costs is appropriate under the standard.
Conclusion: Unresolved. See 2025-01.

Finding No. 2024-02: Lack of Procedures to Reconcile Deferred Revenue 

Type of Finding: Significant Deficiency
Criteria: The City currently lacks formal procedures to reconcile deferred revenue accounts with current-year governmental 
revenues.
Recommendations: We recommend that management establish and perform regular reconciliations of deferred revenue 
balances against supporting schedules and contractual documentation. This will help ensure accurate financial reporting and 
alignment with applicable accounting standards.
Conclusion: Resolved. 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM 
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

To the City Council
City of Nolanville, Texas

Report on Compliance for Each Major Federal Program 

Opinion on Each Major Federal Program

We have audited City of Nolanville, Texas (the “City”), compliance with the types of compliance requirements identified as 
subject to audit in the OMB Compliance Supplement that could have a direct and material effect on each of City’s major 
federal programs for the year ended September 30, 2025. City’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, the City 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 September 30, 2025.

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 the City 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 the City’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’s federal programs.

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 the City’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 the City’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:

�� 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 the
City’s compliance with the compliance requirements referred to above and performing such other procedures as we
considered necessary in the circumstances.



Auditor’s Responsibilities for the Audit of Compliance (continued)

�� Obtain an understanding of the City’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 the 
City’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 

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. 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. 

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. Given these 
limitations, during our audit we did not identify any deficiencies in internal control over compliance that we consider to be 
material weaknesses, as defined above.  However, material weaknesses or significant deficiencies in internal control over 
compliance may exist that were not identified.

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.

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. 

Frisco, Texas
March 16, 2026 
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CITY OF NOLANVILLE
Schedule of Expenditures of Federal Awards

For the Year Ended September 30, 2025

Federal Pass-through
Assistance

Listing
Grantor's Federal

Federal Grantor/Pass Through Agency/Federal Program Number Number Expenditures

U.S DEPARTMENT OF TRANSPORTATION
Pass-through Texas Department of Transportation
Safe Streets and Roads for All 20.939 N/A $ 18,500
Safe Routes to School 20.205 N/A 16,000
Highway Planning & Construction 20.205 0909-36-184; 30280 2,141,413
  Total U. S. Department of Transportation 2,175,913

U.S. ENVIRONMENTAL PROTECTION AGENCY
Pass through Texas Commission  on Environmental Quality
Nolan Creek Watershed Protection Plan Implementation Low Impact
Development and Outreach 66.460 24-50217 23,110
  Total U. S. Environmental Protection Agency 23,110

Total Expenditures of Federal Awards $ 2,199,023
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City of Nolanville, Texas
Notes to the Schedule of Expenditures of Federal Awards 

Fiscal Year Ended September 30, 2025

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS:

1. GENERAL

The accompanying Schedule of Expenditures of Federal Awards (the “Schedule”) presents the federal award 
activity of the City of Nolanville, Texas (the “City”) for the year ended September 30, 2025. All federal 
awards received directly from federal agencies, as well as federal awards passed through other government 
agencies, are included in the scope of the federal single audit.

The information in this 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, it is not intended to and does not present the financial position, changes in net 
position, or cash flows of the City.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Schedule is prepared on the accrual basis of accounting. Expenditures reported in the Schedule may
differ from amounts reported in the related financial reports submitted to grantor agencies because accruals
that would not be included until the next reporting period are recognized in the Schedule.

The City neither recovers indirect costs unless expressly allowed by each award, nor does the City utilize the
15% de minimis indirect cost rate allowed under the Uniform Guidance.

3. COMMITMENT AND CONTINGENCIES

The City participates in several federal grant programs, which are governed by various rules and regulations
of the grantor agencies. Costs charged to the respective grant programs are subject to audit and adjustment by
the grantor agencies. Therefore, to the extent the City has not complied with the rules and regulations
governing the grants, refunds of any money received may be required, and the collectability of any related
receivable at September 30, 2025 may be impaired. In the opinion of management, there are no significant
contingent liabilities related to noncompliance with the rules and regulations governing the grants.

4. PASS-THROUGH AWARDS

Certain federal awards are received by the City as a subrecipient (pass-through) from other governmental
entities. These awards are identified in the Schedule by the name of the pass-through entity and the
identifying award number (when available). The major pass-through award for the year includes the Texas
Department of Transportation (ALN 20.205).
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City of Nolanville, Texas
Schedule of Findings and Questioned Costs 

For the Year Ended September 30, 2025

SECTION I – SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s reports issued: UNMODIFIED

Internal control over financial reporting:
• Significant deficiencies identified? YES

• Significant deficiencies identified that are
considered to be a material weakness? YES

Noncompliance material to the financial statements noted?  NO

Federal Awards

Internal control over major programs:
• Significant deficiencies identified?  NO

• Significant deficiencies identified that are
considered to be a material weakness?  NO

Type of auditor’s report issued on compliance for major programs: UNMODIFIED 

Any audit findings disclosed that are required to be reported in accordance with
Title 2 U.S. CFR Part 200 Uniform Guidance Subpart F? NO 

Identification of major program:

ALN               Name of Federal Program
20.205            Highway Planning & Construction

Dollar threshold to distinguish between Type A and Type B programs: $1,000,000 

Auditee qualified as a low-risk auditee? NO
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SECTION II – FINANCIAL STATEMENT FINDINGS

The financial statement findings identified during the audit are presented below and are required to be reported 
in accordance with Government Auditing Standards (Yellow Book). Detailed descriptions of each finding, 
including Condition, Cause, Criteria, Effect, Recommendation, and City’s Response, are presented in the 
accompanying Schedule of Findings and Responses for the year ended September 30, 2025.

Significant Deficiency 
2025-01: Subscription-based Information Technology Arrangements (SBITA) (Recurring finding)

Material Weakness 
2025-02: Internal Controls over Inadequate Retention of Construction in Progress (CIP) Completion 
Documentation

Material Weakness 
2025-03: Inadequate Project Management and Construction in Progress (CIP) Tracking

SECTION III – FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

There are no matters to report in this section.
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