
 

 

 
 
Honorable Mayor, City Council, 
  and Members of Management 

City of Nevada, Missouri 
 
 
As part of our audits of the financial statements and compliance of the City of Nevada, Missouri as of and 
for the year ended December 31, 2017, we wish to communicate the following to you. 
 
Audit Scope and Results 

Auditor’s Responsibility Under Auditing Standards Generally Accepted in the United 
States of America and the Standards Applicable to Financial Audits Contained in 
Government Auditing Standards Issued by the Comptroller General of the United 
States and U.S. Office of Management and Budget (OMB) Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles and Audit 
Requirements for Federal Awards (Uniform Guidance) 

An audit performed in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States and U.S. Office of Management 
and Budget (OMB) Uniform Guidance is designed to obtain reasonable, rather than absolute, 
assurance about the financial statements and about whether noncompliance with the types of 
compliance requirements described in the OMB Compliance Supplement that could have a direct 
and material effect on a major federal program occurred.  In performing auditing procedures, we 
establish scopes of audit tests in relation to the financial statements taken as a whole.  Our 
engagement does not include a detailed audit of every transaction.  Our engagement letter more 
specifically describes our responsibilities. 

These standards require communication of significant matters related to the financial statements 
and compliance audits that are relevant to the responsibilities of those charged with governance in 
overseeing the financial reporting process.  Such matters are communicated in the remainder of this 
letter or have previously been communicated during other phases of the audits.  The standards do 
not require the auditor to design procedures for the purpose of identifying other matters to be 
communicated with those charged with governance. 

Audits of the financial statements and compliance do not relieve management or those charged 
with governance of their responsibilities.  Our engagement letter more specifically describes your 
responsibilities. 

Qualitative Aspects of Significant Accounting Policies and Practices 

Significant Accounting Policies 
 

The City’s significant accounting policies are described in Note 1 of the audited financial 
statements. 

Alternative Accounting Treatments 
 

No matters are reportable. 

  



 

2 

Management Judgments and Accounting Estimates 
 

Accounting estimates are an integral part of financial statement preparation by management, based 
on its judgments.  The following areas involve significant areas of such estimates for which we are 
prepared to discuss management’s estimation process and our procedures for testing the 
reasonableness of those estimates: 

• Allowance for uncollectible accounts receivable 
• Depreciation of capital assets 
• Estimated property tax collection 
• Actuarial assumptions in the calculation of the net pension liability and related deferred 

outflows and inflows 
• Actuarial assumptions in the calculation of the other post-employment benefits (OPEB) 

 
Financial Statement Disclosures 

 
The following areas involve particularly sensitive financial statement disclosures for which we are 
prepared to discuss the issues involved and related judgments made in formulating those 
disclosures: 

• Long-Term Debt 
• Defined Benefit Pension Plan 
• Restatement of Beginning Balances 

Audit Adjustments 

During the course of any audit, an auditor may propose adjustments to financial statement amounts.  
Management evaluates our proposals and records those adjustments which, in its judgment, are 
required to prevent the financial statements from being materially misstated.     

Proposed Audit Adjustments Recorded 
 

• Record additional accounts payable 
• Record full accrual entries for government activities  
• Restatement of beginning net position and fund balance – see footnote 24 

 
Proposed Audit Adjustments Not Recorded 

 
• None noted 

Auditor’s Judgments About the Quality of the Entity’s Accounting Principles 

During the course of the audit, we made the following observations regarding the City’s application 
of accounting principles: 

• The adoption of GASB 82, Pension Issues – An Amendment of GASB Statements No. 67, 
No. 68 and No. 73 
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Disagreements with Management 

The following matters involved disagreements which if not satisfactorily resolved would have 
caused a modified auditor’s opinion on the financial statements: 

• No matters are reportable. 

Consultation with Other Accountants 

During our audit we became aware that management had consulted with other accountants about 
the following auditing or accounting matters: 

• No matters are reportable. 

Significant Issues Discussed with Management 

Prior to Retention 
 

During our discussion with management prior to our engagement, the following issues regarding 
application of accounting principles or auditing standards were discussed: 

• Analysis and potential disclosures of two discretely presented component units 
 

During the Audit Process 
 

During the audit process, the following issues were discussed or were the subject of 
correspondence with management: 

• Adoption of GASB 82 
• Restatement of the 2016 financials as noted in footnote 24 
• Classification of administrative fees, franchise fees and PILOTS for the Water and Sewer 

Fund 

Difficulties Encountered in Performing the Audits 

Our audit requires cooperative effort between management and the audit team.  During our audits, 
we found significant difficulties in working effectively on the following matters: 

• No matters are reportable. 

Other Material Communications 

Listed below are other material communications between management and us related to the audits: 

• Management representation letter (attached) 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audits of the financial statements of the City of Nevada, Missouri as of 
and for the year ended December 31, 2017, in accordance with auditing standards generally accepted in 
the United States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, we considered the City’s 
internal control over financial reporting (internal control) as a basis for designing our auditing procedures 
for the purpose of expressing our opinions on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the City’s internal control.  Accordingly, we do not express 
an opinion on the effectiveness of the City’s internal control. 
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Our consideration of internal control was for the limited purpose described in the preceding paragraph 
and was not designed to identify all deficiencies in internal control that might be significant deficiencies 
or material weaknesses and, therefore, there can be no assurance that all deficiencies, significant 
deficiencies or material weaknesses have been identified.  However, as discussed below, we identified 
certain deficiencies in internal control that we consider to be material weaknesses and other deficiencies 
that we consider to be significant deficiencies. 
 
A deficiency exists when the design or operation of a control does not allow management or employees, 
in the normal course of performing their assigned functions, to prevent or detect and correct 
misstatements of the City’s financial statements on a timely basis.  A deficiency in design exists when a 
control necessary to meet a control objective is missing or an existing control is not properly designed so 
that, even if the control operates as designed, a control objective would not be met.  A deficiency in 
operation exists when a properly designed control does not operate as designed or when the person 
performing the control does not possess the necessary authority or competence to perform the control 
effectively. 
 
A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there 
is a reasonable possibility that a material misstatement of the City’s financial statements will not be 
prevented or detected and corrected on a timely basis. 
 
A significant deficiency is a deficiency, or 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 observed the following matters that we consider to be a deficiency, significant deficiency or material 
weaknesses.   

Material Weaknesses 

Deferred Inflows of Resources 
 

Certain special assessments and general receivables on the governmental fund statements were not 
deferred and the revenue was recognized in the incorrect period, which resulted in a prior year 
restatement.  We recommend the City review all receivables and payments subsequent to year end 
for proper revenue recognition within the governmental fund statements. 

Discretely Presented Component Units 
 

The City did not have controls in place to analyze potential component units.  This resulted in both 
the Nevada Regional Medical Center and the Nevada City Nursing Home being improperly 
excluded from the prior year financials as discretely presented component units.  We recommend 
the City review all related parties for disclosure and continue to monitor for potential component 
units. 

Significant Deficiency 

Compensated Absences 
 

The fully earned vacation liability was not accrued, resulting in an entry for the current year and a 
restatement of the prior year financial statements.  We recommend the City accrue the entire 
available vacation liability. 
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Deficiency 

Accounts Payable 
 

Several invoices were found to be improperly excluded from accounts payable that related to 2017.  
We recommend the City review year-end controls for proper cutoff around accounts payable. 

Segregation of Duties  
 

During our audit, we observed the following individuals having incompatible duties within the cash 
outflows, payroll, and cash receipts transaction cycles: 

• Cash outflows – The Director of Finance and Treasurer may initiate a purchase, approve 
invoices for payment, make a computer entry to generate a payment (such as a check or 
EFT), record journal entries to the general ledger and has primary and/or secondary 
responsibilities for reconciling bank balances and accounts payable. 

 
• Payroll – The Payroll Clerk and Human Resources Director may add an employee to the 

payroll master file, make a computer entry to generate a payroll payment, modify/edit 
payroll data after initial input, submit electronic payment for payroll, access signed checks 
to be issued, edit employee payroll information within the payroll master files and is 
responsible for reviewing hours worked by employees each pay period and account 
distributions for payroll entries. 

 
• Cash receipts – The Director of Finance and Treasurer have the ability to receive checks, 

responsible for making deposits, ability to make credit memo or billing adjustments, 
change master files affecting billings and credit memos, record journal entries to the 
general ledger and is responsible for reconciling bank balances and general ledger/control 
accounts. 
 

Although there are some mitigating procedures in place to compensate for the lack of segregation of 
duties, this circumstance creates a situation where intentional or unintentional errors could occur 
and not be detected and corrected timely.  While we realize it may be a challenge to eliminate all 
conflicting duties, it is important for management and the City Council to be aware of this risk and 
consider re-assigning duties.  We encourage management to limit, to the extent possible, 
performance of incompatible duties by individuals in the accounting department.  To the extent 
duties cannot be fully segregated, effective review and oversight processes must be in place to 
reduce the risk of fraud or error.   

We observed matters that we consider to be deficiencies that we communicated to management orally. 

Other Matters 
 
Although not considered material weaknesses, significant deficiencies or deficiencies in internal control 
over financial reporting, we observed the following matters and offer these comments and suggestions 
with respect to matters which came to our attention during the course of the audit of the financial 
statements.  Our audit procedures are designed primarily to enable us to form opinions on the financial 
statements and, therefore, may not bring to light all weaknesses in policies and procedures that may exist.  
However, these matters are offered as constructive suggestions for the consideration of management as 
part of the ongoing process of modifying and improving financial and administrative practices and 
procedures.  We can discuss these matters further at your convenience and may provide implementation 
assistance for changes or improvements. 
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New Accounting Pronouncements 

GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other 
Than Pension (GASB 75):  GASB 75 replaces the requirements of GASB Statement No. 45, 
Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than 
Pensions.  GASB 75 requires governments to report a liability on the face of the financial 
statements, in accordance with the following: 

• Employers that are responsible only for OPEB liabilities for their own employees and that 
provide OPEB through a defined benefit OPEB plan administers through a trust that meets 
specified criteria will report a net OPEB liability (the difference between the total OPEB 
liability and the assets accumulated in trust to make the benefit payments) 

• Employers that participate in a cost-sharing OPEB plan that is administered through a trust 
that meets specified criteria will report a liability equal to the employer’s proportionate 
share for the collective OPEB liability for all employers participating in the Plan 

• Employers that provide OPEB, but not through a trust that meets specified criteria will 
report the total OPEB liability for their own employees 

GASB 75 requires more extensive note disclosures and required supplementary information (RSI) 
about the OPEB liabilities.  GASB 75 is effective for fiscal years beginning after June 15, 2017 and 
requires restatement of any prior years presented, if practical.     

We recommend the City begin assessing the potential impact on the financial statements of this 
statement and begin the process of communicating this impact with those charged with governance 
and other stakeholders.  Similar to the adoption of GASB Statement No. 68, Accounting and 
Financial Reporting for Pensions, the adoption of GASB 75 will require advance coordination with 
plans and actuaries so that the required information is available.  

 
* * * * * * * 

 
This communication is intended solely for the information and use of management, Members of the City 
Council and others within the City and is not intended to be and should not be used by anyone other than 
these specified parties. 
 

 
 
Kansas City, Missouri 
July 17, 2018 


















