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Board of Trustees
Incline Village General Improvement District
Incline Village, Nevada

We have audited the financial statements of the Incline Village General Improvement District 
(IVGID) as of and for the year ended June 30, 2024 and have issued our report thereon dated 
June 11, 2025. Professional standards require that we advise you of the following matters 
relating to our audit.

Our Responsibility in Relation to the Financial Statement Audit

As communicated in our engagement letter dated June 24, 2024, our responsibility, as 
described by professional standards, is to form and express an opinion about whether the 
financial statements that have been prepared by management with your oversight are 
presented fairly, in all material respects, in accordance with accounting principles generally 
accepted in the United States of America. Our audit of the financial statements does not 
relieve you or management of your respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit 
to obtain reasonable, rather than absolute, assurance about whether the financial statements 
are free of material misstatement. An audit of financial statements includes consideration of 
internal control over financial reporting as a basis for designing audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control over financial reporting.  Accordingly, as part of 
our audit, we considered the internal control over IVGID solely for the purpose of determining 
our audit procedures and not to provide any assurance concerning such internal control. 

We are required to communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit, significant audit findings, and certain 
internal control–related matters that we identified during the audit.  We have provided our 
letter regarding material weaknesses and significant control deficiencies over financial 
reporting and other matters noted during our audit in a separate letter to you dated June 11, 
2025.

Planned Scope and Timing of the Audit

The planned scope and timing we previously communicated to you in our letter dated June 
24, 2024 was modified due to difficulties encountered during the audit which ultimately led 
to a delay in the timing of the audit.   

Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, and our firm have complied with all relevant ethical 
requirements regarding independence.

We identified independence threats related to preparing the financial statements and 
proposing correcting journal entries. We have applied certain safeguards to reduce the threats 
to an acceptable level, including using an independent party within the firm to perform a 
quality control review of the financial statements and journal entries.
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Significant Risks Identified

The auditing standards require us to identify audit risk areas when performing the audit.  As 
a result, we have identified the following significant risks:

 Risk of revenue cutoff errors due to the prior year disclaimer of opinions
 Risk of errors recording capital assets
 Noncompliance with federal grant programs
 Fraud risks identified by the forensic due diligence audit

Qualitative Aspects of the Entity’s Significant Accounting Practices

Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A 
summary of the significant accounting policies adopted by IVGID is included in Note 1 to the 
financial statements. There were no changes in the accounting standards during the fiscal 
year.  No matters have come to our attention that would require us, under professional 
standards, to inform you about (1) the methods used to account for significant unusual 
transactions and (2) the effect of significant accounting policies in controversial or emerging 
areas for which there is a lack of authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by 
management and are based on management’s current judgments. Those judgments are 
normally based on knowledge and experience about past and current events and assumptions 
about future events. Certain accounting estimates are particularly sensitive because of their 
significance to the financial statements and because of the possibility that future events 
affecting them may differ markedly from management’s current judgments.

The most sensitive accounting estimates affecting the financial statements are capitalization 
of capital costs vs expenses.

We evaluated the key factors and assumptions used by management to develop these 
estimates and determined if they were reasonable in relation to the basic financial statements 
taken as a whole and in relation to the applicable opinion units.

Financial Statement Disclosures

Certain financial statement disclosures involve significant judgment and are particularly 
sensitive because of their significance to financial statement users.

Significant Unusual Transactions

For purposes of this communication, professional standards require us to communicate to you 
significant unusual transactions identified during our audit. There were no significant unusual 
transactions identified as a result of our audit procedures.

2 



Significant Difficulties Encountered during the Audit

Due to the introduction of a new accounting system in July 2022 and significant turnover of 
District finance staff, there was a delay in preparing for and performing the audit for the fiscal 
year ended June 30, 2024. 

Qualified Audit Opinion

We were unable to obtain sufficient appropriate audit evidence supporting $743,724 of 
inventories as of June 30, 2024 due to physical inventory counts not performed on all 
inventory balances, known errors in certain inventory balances, and differences between 
quantities inspected during physical inventory counts and the amounts recorded in the 
financial statements. We were also unable to obtain sufficient appropriate audit evidence 
supporting $1,284,474 of related cost of goods sold. Consequently, we were unable to 
determine whether any adjustments to these amounts were necessary.

Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards also require us to accumulate all 
known and likely misstatements identified during the audit, other than those that we believe 
are trivial, and communicate them to the appropriate level of management. Further, 
professional standards require us to also communicate the effect of uncorrected 
misstatements related to prior periods on the relevant classes of transactions, account 
balances or disclosures, and the financial statements as a whole and each applicable opinion 
unit. The attached schedules summarize uncorrected financial statement misstatements 
whose effects in the current and prior periods, as determined by management, are immaterial, 
both individually and in the aggregate, to the financial statements taken as a whole. 

Uncorrected misstatements or matters underlying those uncorrected misstatements could 
potentially cause future-period financial statements to be materially misstated, even though 
the uncorrected misstatements are immaterial to the financial statements currently under 
audit.

In addition, professional standards require us to communicate to you all material, corrected 
misstatements that were brought to the attention of management as a result of our audit 
procedures. The attached schedule summarizes the corrected financial statement 
misstatements that were identified as a result of our audit procedures were brought to the 
attention of, and corrected by, management.  

Disagreements with Management

For purposes of this letter, professional standards require that we communicate any 
circumstances that affect the form and content of our auditor’s report. No such disagreements 
arose during the course of the audit.

Representations Requested from Management

We have requested certain written representations from management in the attached letter 
dated June 11, 2025.

3 



Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing 
and accounting matters. Management informed us that, and to our knowledge, there were no 
consultations with other accountants regarding auditing and accounting matters other than 
Baker Tilly, who was engaged to assist in preparing the accounting records for audit.

Other Information Included in the Financial Report

Pursuant to professional standards, our responsibility as auditors for other information, 
whether financial or nonfinancial, included in IVGID’s Financial Report, does not extend 
beyond the information identified in the audit report, and we are not required to perform any 
procedures to corroborate such other information. We do not express an opinion or provide 
any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.

Other Significant Matters, Findings, or Issues

In the normal course of our professional association with IVGID, we generally discuss a variety 
of matters, including the application of accounting principles and auditing standards, 
significant events or transactions that occurred during the year, operating and regulatory 
conditions affecting the entity, and operational plans and strategies that may affect the risks 
of material misstatement. None of the matters discussed resulted in a condition to our 
retention as IVGID’s auditors.

This report is intended solely for the information and use of the Audit Committee, the Board 
of Trustees and management of IVGID and is not intended to be and should not be used by 
anyone other than these specified parties.

Irvine, California
June 11, 2025
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June 11, 2025

Board of Trustees
Incline Village General Improvement District
Incline Village, Nevada

To Management and the Board of Trustees of Incline Village General Improvement District:

In planning and performing our audit of the basic financial statements of the Incline Village 
General Improvement District (IVGID) as of and for the year ended June 30, 2024 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 IVGID’s internal control over financial 
reporting (internal control) as a basis for designing audit procedures that are appropriate in the 
circumstances 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 entity’s internal control. 
Accordingly, we do not express an opinion on the effectiveness of IVGID’s internal control over 
financial reporting.

We have audited, in accordance with the 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, the financial 
statements of the governmental activities, the business-type activities, each major fund, and the 
aggregate remaining fund information of the Incline Village General Improvement District 
(District), as of and for the year ended June 30, 2024, and the related notes to the financial 
statements, which collectively comprise the District’s basic financial statements, and have issued 
qualified opinion because we were unable to obtain sufficient appropriate audit evidence 
supporting $743,724 of inventories at June 30, 2024.  Our report thereon is dated June 11, 2025.

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, significant deficiencies or material 
weaknesses may exist that have not been identified. However, as discussed below, we identified 
certain deficiencies in internal control that we consider to be material weaknesses and significant 
deficiencies.

A deficiency in internal control 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 on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies in internal control over financial reporting, such that 
there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented or detected and corrected on a timely basis. A reasonable possibility exists 
when the likelihood of an event occurring is either reasonably possible or probable as defined as 
follows:

Reasonably possible. The chance of the future event or events occurring is more than remote 
but less than likely.

Probable. The future event or events are likely to occur.
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We consider the following deficiencies in IVGID’s internal control to be material 
weaknesses:

2024-001 Journal Entries Detected During the Audit

An important element of control over financial reporting is for management to identify 
adjustments necessary for financial statements to be fairly stated. Whenever possible, 
adjustments should be reflected in the accounting records prior to the start of the audit. When 
this is not possible, management should identify and communicate to the auditors the potential 
areas of adjustment that may need to be addressed during the audit process. Auditing standards 
require the reporting of material adjustments identified through the audit process as weaknesses 
in an entity’s internal control structure.

Material and immaterial audit adjustments recorded during the audit are included in the attached 
schedule. 

Recommendation

We recommend that IVGID enhance its year-end closing procedures to include areas that resulted 
in audit adjustments.  

Management’s Response Regarding Corrective Action Taken or Planned

Management agrees with the recommendation and recognizes the importance of identifying and 
recording all necessary adjustments prior to the commencement of the annual audit.

The year-end checklist and closing timeline, initially developed for fiscal year 2023, will be revised 
and expanded to include all key areas that resulted in audit adjustments. The updated checklist 
will serve as a comprehensive tool to guide the year-end close and ensure timely completion of 
all required reconciliations, schedules, and entries.

In addition, management will provide targeted training to accounting staff to ensure they 
understand the year-end procedures, the importance of timely and accurate entries, and the 
necessity of communicating any complex or uncertain items to auditors in advance.

These improvements will strengthen the District’s internal controls over financial reporting and 
improve the accuracy and completeness of financial statements prior to the audit.

2024-002 Timeliness of Financial Reporting and Account Reconciliations

Due to the introduction of a new accounting system in July 2022 and significant turnover of 
District finance staff during 2023 and 2024, there was a significant delay in financial reporting 
and account reconciliations including bank reconciliations and reconciliations of accounting 
system balances to subsidiary ledgers.

Recommendation

To allow management and the Board of Trustees with accurate and timely information to enable 
them to make informed decisions, the bank reconciliations should be completed within 30 days 
of month end.  The District staff should reconcile other asset and liability balances to subsidiary 
listings on a monthly basis to ensure there are no errors in the financial statements.  This would 
include reconciling receivables, payables, and unearned revenues to supporting documentation.  
Capital asset accounting should be recorded and reconciled throughout the year to ensure the 
accuracy of the accounting records.  The District should ensure their staffing and systems are 
sufficient to allow for timely reporting to meet State and other reporting deadlines.
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Management’s Response Regarding Corrective Action Taken or Planned

Management acknowledges the delays in financial reporting and account reconciliations that 
occurred due to the implementation of a new accounting system and staff turnover in fiscal years 
2023 and 2024.

To address these challenges, the District is taking the following corrective actions:
 Bank Reconciliations: Procedures have been updated to ensure that all bank 

reconciliations are completed within 30 days of month-end. This timeline is being 
monitored and enforced as part of the monthly closing process.

 Monthly Reconciliations: Staff are now required to reconcile all key asset and liability 
accounts—such as receivables, payables, and unearned revenues—to supporting 
documentation on a monthly basis. These reconciliations are being reviewed by 
supervisory personnel for accuracy and completeness.

 Capital Asset Accounting: Interim procedures have been established to record and 
reconcile capital asset activity throughout the fiscal year. The planned implementation of 
the Capital Asset Module in FY25–26 will further improve the accuracy and timeliness of 
capital asset reporting.

 Staffing and Training: Management is actively evaluating staffing levels and has 
initiated targeted training to ensure all accounting personnel are equipped to meet 
financial reporting deadlines and maintain accurate records.

2024-003 Physical Inventory Observation

For the fiscal year ended June 30, 2024, the District staff performed a physical observation and 
count of inventory assets held at several locations.  However, a physical observation and count 
of inventory assets was not performed at the Diamond Peak Pro Shop and for the Internal Service 
Fund parts inventory. We also identified several fuel inventory and inventory clearing accounts 
with negative balances in the Community Services Fund totaling $69,130. Additionally, we 
performed test counts of 40 inventory items at the Champion Pro Shop and the Mountain Pro 
Shop at June 30, 2024.  For 20% of the sample, there were differences between the number of 
items we counted and the number of items reported in the accounting records.  As a result, we 
are unable to obtain sufficient audit evidence that the amounts in the accounting records are 
accurate. 

Recommendations

We recommend that the District perform annual physical observation and counts of inventory on 
all assets held as inventory. After the physical observation is performed, the accounting records 
should be adjusted to update the quantity of each item to match the quantity physically observed.  
Fuel inventory and other clearing accounts should also be evaluated and reconciled to ensure 
accurate reporting.

Management’s Response Regarding Corrective Action Taken or Planned

Management agrees with the recommendation and acknowledges the need to strengthen controls 
and oversight related to inventory management and reporting.

     To address the findings, the District is implementing the following corrective actions:
 Annual Physical Inventory:

Beginning in fiscal year 2025, the District will ensure that a complete physical inventory 
count is conducted annually at all locations that maintain inventory, including the Golf 
Shop and the Internal Service Fund parts inventory. A standardized inventory count 
schedule and checklist will be developed and followed across all departments.

 Inventory Record Adjustments:
After each physical inventory count, quantities in the accounting system will be reconciled 
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and adjusted, as necessary, to reflect actual on-hand amounts. Variances will be reviewed 
and investigated by management to identify and correct underlying causes.

 Fuel and Inventory Clearing Accounts:
The District will evaluate and reconcile all fuel inventory and inventory clearing accounts 
monthly to ensure accurate balances. Procedures will be updated to prevent and promptly 
correct negative balances in these accounts.

 Training and Oversight:
Staff involved in inventory tracking and reporting will receive additional training on proper 
inventory procedures and documentation requirements. Supervisory review will be 
incorporated into the inventory reconciliation process to ensure accountability and 
accuracy.

Management is committed to improving the accuracy and reliability of inventory reporting as 
part of the District’s overall financial management practices.

2024-004 Bank Reconciliations and Journal Entry Errors

In October 2024, we reviewed the June 2024 bank reconciliation and noted an unreconciled 
variance of $24,319.  To correct the variance, the District recorded a journal entry to plug the 
difference to an Over & Short expense account without first identifying the reason for the 
variance.  The bank reconciliation is an important tool to allow the District to verify that all cash 
transactions are recorded during the month.  At June 30, 2024, there are also approximately 
$77,000 of outstanding checks that have been outstanding for more than a year.  Stale dated 
outstanding checks should be investigated and potentially written off if it is unlikely that they will 
be cashed.

Similar to the bank reconciliation variance noted above, during our audit we observed certain 
journal entries that were made to plug balances to reconcile other accounts, such as capital 
assets.  

Recommendation

There appears to be a lack of care taken to completely understand the reason for errors prior to 
correcting them, and instead a tendency to hide errors to make them go away.  This is a cultural 
problem that should not be tolerated by management.  The bank reconciliation should be 
reconciled to $0 every month and no journal entries should be recorded to hide or plug unresolved 
errors.  This District should make improvements to their review process for bank reconciliations 
and journal entries to ensure accurate financial reporting.

Management’s Response Regarding Corrective Action Taken or Planned

Management concurs with the need for improvement and will implement appropriate training 
and engage experienced accounting personnel to ensure that bank reconciliations are
completed accurately and in accordance with Generally Accepted Accounting Principles (GAAP) 
and applicable accounting standards.

2024-005 Budget Noncompliance

Budget Augmentation

The Board of Trustee’s approved Resolution No. 1097 dated January 31, 2024 related to a budget 
augmentation for the fiscal year ended June 30, 2024 audit.  Upon review by the Nevada 
Department of Taxation, the budget augmentation was denied as the District did not have the 
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necessary available resources in accordance with NAC 354.410 and the augmentation did not 
meet the requirements of NRS 354.598005.

Excess Expenditures over Appropriations

As disclosed in the notes to the financial statements, expenditures exceeded budgeted 
appropriations in several funds.

Recommendation

We recommend the District follow the State of Nevada guidelines for approving budget 
augmentations and ensure expenditures do not exceeded the approved budget.

Management’s Response Regarding Corrective Action Taken or Planned

Staff has communicated with the State Department of Taxation to ensure a clear understanding 
of the Nevada Revised Statues and Nevada Administrative Code to stay in conformity with budget 
augmentation statutes and codes.

2024-006 Tyler ERP Implementation Issues

In July 2022, the District implemented the new Tyler ERP system. There are several components 
of the implementation that are not yet complete or need to be modified to allow the District to 
utilize the system correctly.  As it relates to the financial statement audit, those issues include 
the following:

1. The accounts payable detail in Tyler does not reconcile to the amounts reported in the 
trial balance.  

2. The system allows journal entries to be split between different funds without balancing 
entries.  This creates an opportunity for errors in recording accounting transactions.  For 
example, during the audit, we identified a receivable recorded in the General Fund while 
the revenue for the same transaction was recorded in an Enterprise Fund. In this situation, 
when the receivable is collected, the cash will be recorded in the General Fund instead of 
the Enterprise Fund.

3. The system has a separate fund that is not part of the financial reporting entity that is 
used to balance cash and payroll transactions. This fund should net to $0 after payroll 
liabilities have been paid.  However, during the audit, we identified balances in the clearing 
accounts that resulted in errors in the manner in which the payroll journal entries were 
recorded in the system.

4. The payroll system is not correctly mapped to the trial balance, resulting in the need for 
manual journal entries to record payroll transactions. 

5. The capital asset module has not yet been implemented.

Recommendation

We recommend the District continue to work through the implementation issues with the Tyler 
software to allow the system to work properly without manual adjustment by District staff.

Management’s Response Regarding Corrective Action Taken or Planned

 Accounts Payable Reconciliation: Management has addressed the issue of unreconciled 
aging reports with the general ledger. Procedures have been implemented to ensure that 
accounts payable aging reports remain current and reconciled with subsidiary ledgers on a 
monthly basis. This task is now incorporated into the month-end closing procedures.
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 Staff Training and Allocation Oversight: Management has recognized the need for 
enhanced training on allocation processes and pooled cash management. Oversight controls 
have been strengthened to ensure that entries are reviewed with appropriate supporting 
documentation before being posted to the general ledger.

 Payroll Journal Entry Process: Management has identified the journal entries automatically 
generated by the Tyler payroll system after each pay period, as well as additional entries 
required for payments to third-party vendors (e.g., deferred compensation plans, health 
insurance premiums).

 Payroll System Understanding: Management acknowledges that staff previously lacked a 
full understanding of the payroll system's journal entry automation, which led to unnecessary 
manual entries. These manual entries have been discontinued.

 Capital Asset Module Implementation: Management has scheduled the rollout of the 
Capital Asset Module for fiscal year 2025–2026.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control over 
financial reporting that is less severe than a material weakness, yet important enough to merit 
attention by those charged with governance.  We consider the following deficiencies in 
IVGID’s internal control to be significant deficiencies:

2024-007 Information System Controls

We identified the following opportunities for improvements over the District’s information 
systems:

1. The District does not perform a periodic review of user accounts to sensitive systems, 
including access to the network and financial software. District staff said they do perform 
informal reviews, but the timing is inconsistent and does not encompass all sensitive 
systems.

2. The District does not perform regular review of user system access in Tyler.  Additionally, 
the District does not maintain a list of individuals authorized to initiate and approve 
transactions in Tyler. 

3. The District could improve environmental controls over the administrative facility data 
center/computer room.  Specifically, there is no automated fire suppression system to 
detect or prevent damage.

Recommendation

We recommend the District perform periodic review of user access to sensitive systems, including 
active directory, financial systems, and remote access.  The review should be completed on a 
periodic basis based on the risk of the system.  The Tyler system access rights were originally 
established in July 2022.  However, the District should periodically review the rights and continue 
to set up the system access to identify who has the authority to initiate and approve 
disbursements in the system.  The District should also review environmental controls to determine 
if improvements are needed.

Management’s Response Regarding Corrective Action Taken or Planned

Management agrees with the recommendation and recognizes the importance of maintaining 
strong information system controls to safeguard sensitive data and financial systems.
To address the findings, the District is taking the following corrective actions:

 User Access Reviews: The District has implemented a formal, documented process for 
conducting periodic reviews of user accounts with access to sensitive systems, including 
Active Directory, Tyler Technologies (financial software), and remote access to tools. 
These reviews occur at least annually, or more frequently based on risk, and include 
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verification of appropriate access levels, prompt removal of terminated users, and 
alignment of access with current job responsibilities.

 Tyler System Controls: The District has established and maintains a current list of 
individuals authorized to initiate and approve financial transactions within the Tyler 
system. In addition, access roles and permissions within Tyler will be reviewed at least 
annually to ensure segregation of duties and appropriate access controls are in place. Any 
updates to access rights will be documented and reviewed by supervisory staff.

 Environmental Controls: The District will assess the administrative facility’s data center 
for vulnerabilities related to environmental risks, including the lack of an automated fire 
suppression system. Based on this assessment, management will develop a plan to 
mitigate potential risks, which may include installing enhanced fire detection and 
suppression systems or relocating critical equipment as appropriately.

These steps will help the District strengthen its IT control environment, improve system 
security, and support the integrity of financial reporting.

2024-008 Capital Asset Records

During our audit, we identified several concerns over capital asset accounting as follows:
1. Our audit identified material and immaterial errors in the recording of capital assets during 

the fiscal year ended June 30, 2024 including not moving completed assets out of 
construction in progress, not properly identifying and recording capital asset additions, 
not properly identifying and recording capital asset deletions, recording construction in 
progress in the wrong project, and recording capital asset transactions in the wrong fund 
or asset category.

2. The District’s capital asset records are maintained in an Excel file.  We identified immaterial 
errors between the capital asset records and the trial balance.  The District recorded 
transactions in the trial balance to force the accounts to match; however, it is unclear 
whether the trial balance is wrong or if the asset listing is wrong.  As a result, we rejected 
the proposed adjustments.  We also identified errors and inconsistencies in the historical 
classification of certain capital assets.  

3. There are several fully depreciated assets in the capital asset listing, which could be a 
result of assets no longer in service that are still in the detailed listing.

Recommendation

We recommend the District perform a complete physical inspection of all capital assets for all 
assets that can be inspected.  For underground assets, the District should review the historical 
records to determine the reasonableness of the fully depreciated assets to determine if any of 
the assets are no longer in use.  We recommend the District carefully review the capital asset 
details to ensure assets are recorded in the correct asset classification and there is consistency 
in recording assets.  Additionally, immaterial variances between the trial balance and the capital 
asset listing should be vetted to determine the cause of the difference before making a decision 
to correct either the trial balance or the capital asset listing. 

Management’s Response Regarding Corrective Action Taken or Planned

Management acknowledges the audit findings related to capital asset accounting for the fiscal 
year ended June 30, 2024, and is taking the following corrective actions to ensure compliance 
with Generally Accepted Accounting Principles (GAAP) and to strengthen internal controls over 
capital asset reporting:

 Use of Excel for Capital Asset Records and Trial Balance Reconciliation:
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Management acknowledges that maintaining the capital asset records in Excel has led to 
inconsistencies and reconciliation challenges between the asset listing and the trial balance. 
To address this:

o Management will discontinue the practice of recording “forced” entries to reconcile 
discrepancies

o A comprehensive reconciliation of the capital asset ledger and the general ledger will 
be conducted to identify and correct discrepancies

o Historical classifications will be reviewed for consistency, and misclassified assets will 
be corrected

o As part of the planned rollout of the Capital Asset Module in FY25–26, the District will 
transition from Excel-based tracking to a more robust system that integrates with the 
general ledger and provides improved tracking, audit trails, and internal controls

 Fully Depreciated Assets Review:
Management acknowledges that the presence of fully depreciated assets in the capital asset 
listing may indicate assets no longer in service. To address this:

o A full review and physical inventory of capital assets will be conducted to identify and 
remove assets that are no longer in use

o Asset retirement procedures will be formalized to ensure timely and accurate removal 
of disposed or decommissioned assets from the capital asset register

o The updated listing will ensure that only active and reportable assets are included, 
improving the accuracy and reliability of capital asset reporting

Management is committed to improving the accuracy, transparency, and integrity of its capital 
asset accounting processes. These corrective actions will strengthen internal controls, ensure 
compliance with accounting standards, and provide stakeholders with more reliable financial 
information.

2024-009 Internal Service Fund Deficit

At June 30, 2024, the internal service fund has a deficit net position of $304,751.  This represents 
and undercharging of expenses to other funds. 

Recommendation

We recommend management and the Board of Trustees develop a plan to make the internal 
service funds whole for past undercharging of expenses and review the current policy to 
determine if it is adequate to cover future internal service fund expenses. 

Management’s Response Regarding Corrective Action Taken or Planned

Management acknowledges the deficit net position of $304,751 in the internal service fund as of 
June 30, 2024, which is the result of historical undercharging of expenses to other funds. 
Management agrees with the recommendation and is taking the following corrective actions:
 Deficit Recovery Plan:

A recovery plan is being developed to address the accumulated deficit. This plan will include 
a phased approach to allocate the undercharged costs to benefiting funds over a defined 
period, minimizing the impact on current operations while ensuring the internal service fund 
is made whole.

 Policy Review and Update:
Management is reviewing the current cost allocation methodology and internal service fund 
policy to assess its adequacy in fully capturing and recovering costs. Any deficiencies will be 
corrected, and the revised policy will be presented to the Board of Trustees for approval.

 Future Monitoring and Adjustments:
Going forward, internal service fund charges will be regularly reviewed and adjusted, as 
necessary, during the budget process to ensure that rates are sufficient to fully recover the 
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cost of services provided.

Management is committed to maintaining the financial health of the internal service fund and 
ensuring equitable cost recovery across all benefiting funds.

2024-010 Cash Disbursement Controls

We reviewed a sample of 40 cash disbursement transactions and noted the following:

1. Documentation provided for 12 transactions for purchases of goods did not contain a 
packing slip with a signature indicating receipt of goods.

2. Documentation provided for 17 transactions did not contain evidence that the 
disbursement was approved by a separate individual than the one who initiated the 
purchase.

Recommendation

District’s management reviewed the results of our testing and certified that they believe none of 
the transactions were fraudulent.  We recommend the District improve their documentation of 
reviews and approvals of transactions and that two knowledgeable individuals are involved in 
every disbursement transaction.

Management’s Response Regarding Corrective Action Taken or Planned

Management acknowledges the deficiencies identified in the review of cash disbursement controls 
and concurs with the recommendation to strengthen internal controls and documentation 
practices related to disbursements. The following corrective actions are being implemented:
 Receipt of Goods Documentation:

Procedures are being updated to require that all purchases of goods include a signed packing 
slip or other documentation confirming receipt. Staff will be trained on the importance of 
verifying and documenting receipt before payment is authorized.

 Segregation of Duties:
Management is reinforcing the requirement that all disbursements must be reviewed and 
approved by a person other than the individual who initiated the purchase. This segregation 
of duties will be monitored by supervisory staff and incorporated into the disbursement review 
checklist to ensure compliance.

2024-011 Point of Sale (POS) Reconciliations

The District uses multiple Point of Sale systems to record transactions.  During the audit, we 
obtained system detail to verify the accuracy of the trial balance.  We noted immaterial 
differences between the system reports and the trial balance for certain revenues.  We 
encountered some difficulties in reconciling some system reports due to differences in how 
transactions are recorded in the trial balance or how transactions are recorded in the POS.

Recommendation

We recommend the District continue to review how information from the POS systems are used 
to record transactions in Tyler.  We recommend periodic reconciliations of POS system reports to 
Tyler to verify transactions are recorded in the correct revenue accounts and to verify the 
completeness of cash receipts.

Management’s Response Regarding Corrective Action Taken or Planned
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Management concurs with the recommendation.

The District will continue to evaluate how information from each Point of Sale (POS) system is 
recorded in the general ledger within Tyler. Finance staff are working with department leaders to 
ensure consistency in the mapping of POS revenue data to the appropriate revenue accounts.

To strengthen internal controls and ensure the completeness and accuracy of financial records, 
the District will implement periodic reconciliations of POS reports to the Tyler general ledger. 
These reconciliations will verify that revenue is properly classified and that cash receipts are 
complete and accurately recorded.

Procedures and reconciliation templates will be developed by the Finance Department and 
implemented. Training will be provided to staff involved in the reconciliation process, and findings 
will be reviewed on a regular basis.

The District’s Response to Findings

The District’s written response to the issues identified our audit has not been 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 communication, which is an integral part of our audit, is to describe for 
management and those charged with governance the scope of our testing of internal control and 
the results of that testing. Accordingly, this communication is not intended to be and should not 
be used for any other purpose.

Irvine, California 
June 11, 2025
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