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Management’s Response to Finding and Recommendation 
 

 
 
2007-002. Controls over Accounting and Reconciliations (prior year reworded) 
 

Statement of Condition: Audit procedures identified various journal entries that were 
necessary to make accruals, record allocations, and other miscellaneous adjustments.  The 
effect of these journal entries was material to the financial statements.  

 
Criteria: Auditing standards indicate that the identification by the auditor of 
misstatements in the financial statements may be a deficiency in the City’s internal 
controls. 

 
Effect: The City’s financial statements would have not been fairly stated in all material 
respects without the needed adjustments.  

 
 Cause: Procedures for year-end adjustments and periodic account reconciliations may 
 need to be revised or improved to properly identify certain adjustments.  

 
Recommendation: We recommend that management review our proposed journal entries 
and discuss them with us to ensure they understand and are in agreement with the entries 
and that they understand the purpose and underlying accounting principles associated 
with each entry. We also recommend that the City develop an action plan to ensure that 
all significant and material adjustments are posted to the general ledger and all account 
are reconciled before the annual audit takes place or interim reports are provided to the 
City Council. 
 
Response: The City will work more diligently to utilize Pelorus’s “pre-audit” services.  
This will help put the needed processes in place to make sure the required entries are 
booked in a timely manner and before the audit. 

   
 


