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City of Rochelle
Report on Management Letter
April 30, 2011
Material Weaknesses
1. Revenue Recognition – Last year was the first year that it was brought to our attention that our method for revenue recognition was erroneous.  The method was in place this year but an error was made in the posting of the revenues.
2. Fund Balance/Net Assets – We have requested a trial balance of all funds and will compare that to the balances on our general ledger to ensure that all beginning balances are correct.
Significant Deficiency

1. Foreign Fire Insurance Fund – We have requested monthly statements from the Foreign Fire Insurance Board and have spoken to them about not commingling funds.
Deficiencies
1. Cash and Investments – When time allows, I will ask for Council approval for new accounts.  If in the case of CDs maturing and other time sensitive cases, I will ask for the City Manager’s approval.  The Fire Department Ambulance Donation Account has a minimal balance and has been in existence since 1977.  It currently is not under the City’s tax identification number.
2. Developer Reimbursements – We will review the developer billings during the months immediately following year-end to verify the fiscal year for the posting of the billings.
3. Compensated Absences – We have used the same spreadsheet for several years now with no comments about correcting it.  It will be changed for next year.
4. Prepaid Insurance/Expenditures – Prepaid insurance will be reconciled at year-end.
Outstanding Prior Year Points
1. Revenue Recognition – See above.
2. Accounts Payable, Retainage Payable, and Year End Cutoff – We will review and post retainage at year-end.
3. Fund Balance/Net Assets – See above.
4. City Investments – We will review the investment policy and add credit or market risk.
5. Police and Firefighters’ Pension Fund Investments – We will calculate interest receivable for the Fire Pension. This is not available on any of our statements.
6. Pension Property Tax Levies – We will post replacement taxes in the pension funds.
7. Internal Controls over Payroll – The software does not have the capability to produce a change log.
8. Internal Controls over Cash and Investments – See above.
9. Foreign Fire Insurance – See above.
10. Health Insurance Accounting – We will attempt to do this but there are many different general ledger accounts that are involved with the health insurance accounting.
11. Capital Assets – We will continue to work on this.
12. Inventory – We will work on a policy for obsolete inventory.
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