






























































































































































































2018-001 Deficiency: Material audit adjustments were required to properly classify and record activity. 
This is a repeat deficiency. 

Criteria: The City is required to have internal controls in place to properly record, process and 
report accounting data. 

Condition: Audit adjustments were required to properly classify and record activity to present 
the financial statements in accordance with generally accepted accounting principles. 

Cause: This condition was caused by the City's decision to rely on the external auditor to 
recommend journal entries at year-end and by the City staff not reconciling activity recorded in 
the general ledger. 

Effect: The City lacks internal controls over recording and reporting accounting data. 

Recommendation: The City should record all journal entries necessary to materially record all 
financial activity prior to final trial balances being produced to be used for preparation of the 
year-end financial statements. Also, the City should reconcile activity throughout the year to 
ensure the year-end trial balances are correct. 

Management Response: Staff has made improvements in the past few years, but the City was 
short staffed in the past year due to medical leaves. We will continue to make every effort to 
properly accrue all revenue and expenditures and to properly classify activity. 

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 
deficiency described below to be a significant deficiency. 

2018-002 Deficiency: Significant deficiency for the City not reconciling cash and other activity recorded 
in the general ledger through manual journal entries on a timely basis. 

Criteria: One of the most significant intemai controis over an entity' s cash assets are regular 
bank account reconciliations. A bank reconciliation identifies difference between the City's 
general ledger (book balance) and the bank statement balance. Timely book-to-bank 
reconciliations are important controls for detecting potential fraud and identifying errors, 
including data entry errors. Timely review of manual journal entries by an individual 
independent of the transaction is also an important control for detecting potential fraud and 
identifying errors. 

Condition: Cash reconciliations were performed more than 30 days after the end of each 
calendar month and had unidentified reconciling items. Manual journal entries were not 
reviewed timely. 

Cause: This condition was caused by the City not reconciling cash activity or approving manual 
journal entries in a timely manner. The condition was partially caused by staff medical leaves. 

Effect: The City lacks internal controls over reconciling and approving cash and manual journal 
entries, especially during times of short staffing. 

Recommendation: The City should reconcile all balance sheets accounts, especially cash 
accounts, within 30 days of the end of each month. The City should ensure all reconciling items 
are properly identified and understood. Also, the City should implement control procedures 
related to review and approval of manual journal entries within a timely manner. 

Management Response: Staff will continue to make every effort to reconcile cash in a timely 
manner and to have journal entries reviewed by an individual independent of the transaction in a 
timely manner, but the City was short staffed in the past year due to medical leaves. 

90 



Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the City's financial statements are free from material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our tests disclosed 
instances of noncompliance or other matters that are required to be reported under Government Auditing 
Standards and which are described below. 

2018-003 Compliance Finding- Violation of Public Act 621 of 1978, as Amended 

Condition: During Fiscal year ended March 31 , 2018, expenditures were incurred in excess of 
amounts appropriated in the amended budget of the Local Streets Fund (see footnote R for detail). 

Criteria: Expenditures in excess of appropriations is contrary to the provisions of Public Act 621. 

Recommendation: We recommend that the City develop budgetary control procedures, which will 
assure that expenditures do not exceed amounts authorized in the General Appropriations Act, or 
amendments thereof. 

Management Response: Monthly revenue and expenditure reports are generated and reviewed by 
the City Commission. If action is needed to address an overage in expenditure accounts, a budget 
amendment will be submitted to the City Commission for approval. 

City of Gladstone, Michigan's Response to Findings 

The City of Gladstone, Michigan's response to the findings identified in our audit is described above. The City's 
response was not subjected to the auditing procedures applied in the audit of the financial statements and, 
accordingly, we express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the entity's internal control and compliance. Accordingly, this communication is not 
suitable for any other purpose. 

September 26, 2018 
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ANDERSON, TACKMAN & COMPANY, PLC 
Certified Public Accountants 
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