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2015-002. 7. Part of effective internal controls over financial reporting is the ability to reconcile bank accounts
to their corresponding accounts in the general ledger and ensure that it is performed in a timely manner.

Condition: The City was not fully reconciling their bank statements to the general ledger by leaving items
as reconciling items rather than recording them in the general ledger. The City also had material
outstanding deposits on the reconciliations that were greater than one month outstanding.

Effect: Material transactions may not be recorded and the cash balance could be misstated. Based on the
adjusting entries that were made for cash reconciliations, expenses were understated by $76,240 and
revenues were overstated by $26,843.

Cause: Staff did not have the proper training to reconcile the bank statements appropriately. The process
was not being monitored by management to ensure it was being performed appropriately.

Recommendation: All bank statements should be reconciled to the general ledger each month.
Management should review the monthly reconciliations for errors, omissions, unusual reconciling items
and for the timeliness of the procedures. The reviewer should sign and date the reconciliation to note the
date of the review.

Response: The City will implement control procedures to make sure statements are reviewed consistently
and with more scrutiny.

A significant deficiency is a deficiency, or a 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
deficiency in internal control to be a significant deficiency:

2015-003. Criteria: Due to and due from accounts should be in balance.
Condition: Due to and due from accounts were not reconciled monthly or annually.

Effect: Material transactions may not be recorded appropriately that could cause material misstatements
in revenue and expenses.

Cause: Controls over balancing due to and due from accounts are not in place.
Recommendation: Control procedures should be implemented to verify that due to and due from

accounts are in balance on a monthly basis before the budget to actual report is provided to the board of
aldermen.

Response: The City will implement control procedures relating to the balancing of the due to and due
from accounts.

This communication is intended solely for the information and use of management, Board of Aldermen, and others within
the City of Hernando, Mississippi, and is not intended to be, and should not be, used by anyone other than these specified
parties. The City of Hernando, Mississippi’s written responses to the material weaknesses identified in our audit has not
been subjected to the audit procedures applied in the audit of the financial statements and, accordingly, we express no
opinion on them.

Woektcars, Betts, ¢ Beand, PLLc

Williams, Pitts, and Beard, PLLC
Hernando, Mississippi
August 25, 2016
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