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B. FINDINGS--FINANCIAL STATEMENT AUDIT 
 
#07-01 – Lack of Segregation of Duties 

 
Statement of Condition: The City has a lack of segregation of duties in certain areas of utility billings, 
airport cash receipts, and journal entries. 
  
Criteria: Segregation of duties encompasses assigning the responsibility for authorizing transactions, 
recording transactions, and maintaining custody of assets to different people within the City. Segregation 
of duties lessens the risk that one person could make an error or perpetuate fraud that would not be 
discovered by someone else in the normal course of performing their duties.   
 
Effect of Condition:  There is an increased risk to the City of loss or errors in recording transactions, 
safeguarding assets and financial statement reporting. 
 
Cause of the Condition:  There are limited staff with the appropriate abilities available to fully segregate 
all duties.   
 
Recommendation: We recommend the City consider reviewing the assigned responsibilities to determine 
the feasibility of further segregation of duties or investigate mitigating controls.  
 
City’s Response:  The City will review assigned responsibilities to determine if further segregation of 
duties is possible and if mitigating controls can be established.  In doing this, the City will need to weigh 
the cost of establishing further controls with the benefit of increased controls.  The City believes an 
appropriate level of review can be established in the previously mentioned areas in order to strengthen 
internal controls. 

 
#07-02 – Preparation of GAAP Financial Statements 
 

Statement of Condition:  As part of our engagement, we prepare the City's financial statements in 
accordance with generally accepted accounting principles (“GAAP”).  Upon completion, those financial 
statements are submitted to management for review, comment, and ultimately acceptance as 
management’s representation.   
 
Criteria:  We are required to report as at least significant deficiencies in internal control those aspects of 
an entity’s preparation of financial statements in accordance with GAAP that we believe management 
does not have the means to perform without our assistance and that have a material impact on the 
financial statements.   
 
Effect of Condition:  With respect to ensuring that the internal control standard is met of ensuring that 
there are no misstatements or omissions that would be considered significant to GAAP financial 
statements, we believe the City has internal control deficiencies that are significant deficiencies with 
respect to the following:   
 

 Actual preparation of certain aspects of the financial statements, specifically the note disclosures, so 
as to be complete and free of significant error under current GAAP standards.   
 








