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Contract Audit Updates

Justin Garcia and Matt Piland, CMFO
Division of  Local Government Audit

November 6, 2024

Overview
• Audit Manual Updates

• Segregation of  Duties

• Auditor Inquiries

Audit Manual
Internal Control and Compliance 
Manual
E911 Manual
Confidential Drug Funds Manual
Internal School Funds Manual
School Support Organizations 
Procedures Manual

› Audit Manual

› Internal Control and Compliance Manual

› E911 Manual

› Confidential Drug Funds Manual

› School Support Organizations Procedures     
Manual

› Internal School Funds Manual

› Volunteer Fire Departments Financial 
Reporting and Procedures Manual

Manuals
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Audit 
Manual 
Updates

Section A – General Information

• Updated Wording
• Special Audit-Related Services
• Indemnification Clauses
• Comptroller Referrals
• Corrective Action Plan

Section C - Municipalities
• New Schedule

• Schedule of  Internal 
Receivables and 
Payables
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Section D – Special Purpose Governments

• Municipal Energy Authorities Guidance

Section E –
Nonprofit Organizations
• Updated Wording

Section G –
Medical Waiver Program
• Updated Wording

Subrecipient

Grant

DIDD

DDA

Appendix B –
Current Developments and Other Matters
• Municipal Chart of  Accounts

• Cyber Security Finding

• New and Prior Legislation
• TCA Section 67-4-1403 – Occupancy Tax Reporting
• TCA Section 4-1-422 – United Nations Policies

• Current Developments
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Tennessee Volunteer Fire 
Departments

Investigations

Tennessee Volunteer Fire Departments

26 16 268 $934,700

Total 
Number 

of  
Reports 
Released

Total 
Number 

of  
Subjects

Total 
Amount 

of  Fraud, 
Waste, 
and/or 
Abuse

Total 
Number 

of  
Criminal 
Charges

Investigations

Internal Control
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What is Internal Control?

• a process that is developed by the municipality to provide reasonable 
assurance that the following categories of  objectives will be achieved:

• Reporting – financial reporting will be reliable;
• Operations – effectiveness and efficiency of  operations; and 
• Compliance – compliance with applicable laws, regulations, contracts and grant 

agreements. 

Segregation of  Duties

or a lack thereof…

How big of  an issue is this?

• Segregation of  duties was the most common finding issued to 
municipalities in 2023.

• 2023 municipal report statistics

• What does this say about our corrective action plans?

• Complacency? 
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Complacent Corrective Action Plans

How can we fix it?

• comptroller.tn.gov

How can we fix it when receipting and 
depositing?
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How can we fix it when purchasing?

How can we fix it during payroll?

How can we fix it when doing journal 
entries?
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Reminders

• Update any written policies and procedures

• Discuss any changes with your auditor

Required Inquiries
Planning

• Reporting Entity
• Component Units
• Related Organizations

• Compliance with laws, regulations, contracts and grant agreements
• What compliance requirements exist
• Have those been complied with

• Findings from previous audits or monitoring reports

• Fraud risks
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Required Inquiries
Understanding Entity

• Understanding of  Entity and Environment
• Entity structure
• Governance

• Understanding of  Internal Control
• Control environment
• Risk assessment process
• Information system and communication
• Monitoring
• Control activities

Required Inquiries
Finalizing

• Going Concern

• Related Parties

• Commitments and Contingencies

• Subsequent Events

• Status of  prior year Corrective Action Plans

Representation Letter
Responsibility

• Internal Control

• Required Supplementary 
Information

• Supplementary Information

• Other Information

• Nonaudit Services
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Representation Letter
Inquiries

• Fraud

• Noncompliance

• Related parties

• Subsequent events

• Litigation, claims and assessments

Representation Letter
GASB Statements

• Fiduciary activities

• Leases

• Conduit debt

• SBITAs

• Asset Retirement Obligations

Representation Letter
Financial Statements

• Major funds

• Investments

• All material transactions are recorded

• Proper classification
• Revenues and expenses
• Assets and liabilities
• Net position 
• Fund balance
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Representation Letter
Audits and Investigations

• Regulatory agency communications

• Audit findings and recommendations

• Investigations

• Corrective action plans

• Budget violations

Representation Letter
Miscellaneous

• Component units properly included

• Estimates

• Guarantees

• Modified Infrastructure

• Pension/OPEB

• Tax abatements

• Federal representations

Contact Information

Justin Garcia

Contract Audit 
Review Specialist

Division of  Local
Government Audit

615-401-7810

Justin.Garcia@cot.tn.gov

Matt Piland, CMFO

Contract Audit 
Review Specialist

Division of  Local
Government Audit

615-401-7889

Matt.Piland@cot.tn.gov
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