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MEMORANDUM 
 

TO: Mayor Ridge and City Council Members 
 
FROM: Gregg Guetschow, City Manager 
 
SUBJECT: Auditor Findings and Recommendations 
 
DATE: December 6, 2019 
 
As part of its audit presentation to the City Council, representatives of Plante & 
Moran presented several findings and recommendations. The following is our 
response to those findings and recommendations, prepared with the assistance 
of our Rehmann consultant. 
 
Auditor findings: 
 
Auditor-proposed adjustments: The largest adjustment identified by the auditors 
was not related to the duplicate payments issue (see below). Instead, it was a 
payment made after June 30, 2019 for work completed on the Lovett Street 
project before June 30, 2019. This was overlooked by Rehmann. There was no 
net effect on the water and sewer fund statement of net position as the 
adjustment was to construction in progress (asset on the balance sheet) and 
accounts payable (liability on the balance sheet).There was also an adjustment 
related to one of the duplicate payments for $26,540 that had been missed by 
Rehmann. 
 
Duplicate payments: Of the three duplicate payments, the largest was identified 
by my office and we received reimbursement from the vendor. The vendors 
returned the payments to the City for the other two duplicates prior to our 
identifying the overpayments. 
 
Preparation of invoices for review and authorization for payment is a multi-step 
process involving clerical staff, supervisors, department heads and, finally, my 
approval. Despite this, errors occur, leading to duplicate payments.  
 
Some duplicate payments are identified by department heads during their review 
of the monthly financial reports. Due to the implementation of BS&A financial 
application, Kronos payroll conversion and the work that went into the prior year 
audit, financial statements were not provided in a timely manner until the second 
half of fiscal 2018-19. A system of accountability for financial statement review 
was implemented in August 2019. 
 



In an effort to identify potential duplicate payments prior to authorization, two 
measures have been instituted. First, any invoice or payment request which is 
unusual in appearance undergoes a more thorough review and justification prior 
to approval. Second, we have also introduced a process wherein a cumulative 
check register is examined for duplicate payments prior to each check run. 

 
Uncorrected misstatements: 
 
Issue 1: General fund cash was understated, and expenses were overstated 
because the amounts recorded for Consumers Energy bills in the accounts 
payable system differed from the amounts that were automatically paid out of the 
bank account. 
 
Response: Management and Rehmann were aware of the differences and had 
identified them in the bank reconciliation. Most of the differences were 
attributable to Consumers Energy correcting bills and applying credits to 
recognize the savings of converting to LED streetlights. Any differences identified 
in the June 30, 2019 reconciliation have been corrected. We are also creating a 
process to check the Consumers Energy invoices against the bank activity before 
recording the invoices in the accounts payable system. 
  
Issue 2: Airport hangar revenue, and the related accounts receivable and 
deferred revenue accounts, were understated. We provided the auditors with the 
estimate that the revenue was understated by approximately $23,000. 
 
Response: There were multiple contributing factors that led to bills not being sent 
to lessees. With the aid of the Airport Manager, the City Clerk and Rehmann 
worked to identify the specific accounts that had not been billed and determined 
which lessees are were behind on payments. Invoices were sent out to catch up 
the billings. 
 
The City processes a small number of invoices for miscellaneous receivables 
each year for weed mowing, property clean-up, special assessments, and 
restitution payments in addition to those for hangar rentals. Although 
improvements have been made in processing these invoices over the last year, 
that process has never been tightly integrated with the remainder of the City’s 
financial management. This lack of integration increases the opportunity for 
human error. 
 
The City Manager, City Clerk and Rehmann determined that implementing the 
Miscellaneous Receivables module offered by BS&A would help prevent further 
issues, not only with sending bills timely, but ensuring payments are properly 
applied and easily identifying unpaid invoices. In addition, steps are being taken 
to simplify and standardize the process of tracking hangar leases. 


