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January 12, 2000

Honorable Mayor and City Council
CITY OF FESTU MISSOURI

In planning and performing our audit of the general purpose financial statements of the CITY OF

FI T'US, MISSOL... (the City) for the year ended September 30, 1999, we considered its internal
control in order to determine our auditing procedures for the purpose of expressing our opinion on the
general purpose financial statements and not to provide assurance on the internal control.

However, during the audit we became aware of several matters that are opportunities for strer “heni
internal controls and operating efficiency. The memorandum that accompanies this letter entitied “In-
ternal Control and Management Comments and Recommendations” summarizes our comments and sug-
gestions regarding these matters. This letter does not affect our report dated January 12, 2000 on the
general purpose financial statements of the City.

We will review the status of these comments during our next audit engagement. We have already dis-
cussed many of these comments and suggestions with various City personnel.

We wish to express our appreciation for the cooperation and courtesy extended to us by all personnel.
We will be pleased to discuss these recommendations with you in greater detail at your convenience.
Should you desire assistance in the implementation of these recommendations, please do not hesitate to
contact us.
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CITY OF FESTUS, MI§ DURI

INTERNAL CONTROL AND MANAGEMENT
COMMENTS AND RECOMMENDATIO!

Findings at September 30, 1999:

1.

COMMENT

The City is required under its Water and Sewer Fund debt issue covenants to charge a e that
will cover the debt service costs by 110%. We noted the City’s rates did not exceed the require-

ment.

RECOMMENDATIC

We recommend the City review its revenues and expenses in the Water and Sewer Funds to be in
compliance with the debt covenants. We understand steps have been taken in this regard.

COMMEL..

We noted the bank account and investments for Water and Sewer Fund in the customer deposits
exceed the lhability for customer deposits.

RECOMMENDATION

We recommend that amounts are reconciled and excess amounts be returned to the operating
funds. Also, we recommend the deposit accounts be reconciled between cash, liability and gen-
eral ledger monthly.

COMMENT

We noted the Water and Sewer Fund accounts receivable were not reconciled between cash col-
lected and amounts that remain outstanding as a receivable to the general ledger.

RECOMMENDATION
We recommend these balances be reconciled monthly.

COMMENT

We_ noted that fixed assets listings were not maintained. Also, the City has not adopted written
policies and procedures related to the maintenance of the fixed assets system.

RECOMM._NDATION

We recpmmend that fixed asset records and control system be established and maintained. This
would include a fixed assets listing, with each asset identified by department, location, responsi-

ble person, cost and date purchased. This listing should be reconciled to the financial reports and
general ledger.
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9.

COMMENT

During testing of cash disbursements, we noted several invoices that were not cancelled when
paid. The City’s procedures require invoices to be stamped paid.

RECOMMENDATION

We recommend the City cancel or stamp invoices “paid” to avoid paying invoices more than
once.

COMMENT

During our testing of payroll, we noted incorrect withholdings and allowances were setup in the
payroll computer system for several employees.

RECOMMENDATION

We recommend the City enter allowances for withholding according to each employee’s signed
W-4 Form to be in compliance with IRS requirements.

COMMENT

We note the City has not prepared 1099’s in accordance with IRS requirements.
RECOMMENDATION

We recommend the City prepare 1099’s to be in compliance with the federal guidelines. We un-
derstand steps have been taken in this regard.

COMMENT

We noted purchase orders for large construction projects were prepared monthly after the invoice
was received; therefore the total cost of the project was no encumbered when the project contract
was approved.

RECOMMENDATION

We.recommend the purchase orders be prepared for the total amount of the project, when the
project contract is approved. This procedure would put the total amount of the project in encum-
brance, showing a true picture of the commitments of the City.

COMMENT

The City does not have an accounting procedures manual. However, written procedures and in-
struction and internal controls will prevent or reduce misunderstandings, errors, inefficient or
wasted effort, duplicated or omitted procedures, potential fraud possibilities and other situations
that can result in inaccurate or untimely accounting records.
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