
TOWN OF CAMP VERDE, ARIZONA
 
NOTES TO FINANCIAL STATEMENTS
 

JUNE 30, 2007
 

NOTE 17-SUBSEQUENT EVENTS
 

The Town Council paid $2.4 million cash for the acquisition of one hundred eighteen acres of 
land from the United States Forest Service for use in developing a Community Park. In FY 
2008-09, the Town will be contracting with a private sector consulting firm for the preparation of 
a master plan for the land. 

NOTE 18- FUTURE REPORTING REQUIREMENTS 

The Governmental Accounting Standards Board (GASB) issued Statement No. 45 Accounting 
and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. This 
statement requires the Town to recognize the cost of these benefits in periods when the related 
services are received by the Town. In addition, the statement also requires additional 
disclosures about the actuarial accrued liabilities for promised benefits associated with past 
services in notes to the financial statements. The Town is required to implement GASB 
Statement No. 45 for fiscal year ending 2009. Management is in the process of evaluating the 
effect of this statement on the Town's financial statements. 
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REQUIRED SUPPLEMENTARY INFORMATION
 



TOWN OF CAMP VERDE, ARIZONA
 
STATEMENT OF REVENUES, EXPENDITURES AND
 

CHANGES IN FUND BALANCES- BUDGET AND ACTUAL- GENERAL FUND
 
YEAR ENDED JUNE 30, 2007
 

Budgeted 
Amounts 

Variance with 
Final Budget 

Positive 
Original & Final Actual (Negative) 

Revenues: 
Taxes $ 1,799,000 $ 1,830,397 $ 31,397 
Licenses and permits 458,100 242,345 (215,755) 
Fines and forfeitures 498,925 498,763 (162) 
Intergovernmental 3,143,830 3,055,799 (88,031) 
Charges for services 291,850 258,286 (33,564) 
Investment earnings 70,000 232,676 162,676 
Rents and royalties 42,000 45,692 3,692 
Contributions and donations 45,500 55,483 9,983 
Other 15,000 5,601 (9,399) 

Total revenues 6,364,205 6,225,042 (139,163) 

Expenditures: 
Current ­

General government 2,079,644 2,183,752 (104,108) 
Public safety 2,148,029 2,078,574 69,455 
Public works and streets 195,629 230,680 (35,051) 
Health and welfare 10,000 10,000 
Culture and recreation 1,103,648 1,102,211 1,437 
Economic and community development 681,429 426,306 255,123 

Capital outlay 60,930 41,920 19,010 
Debt service ­

Principal retirement 9,489 3,756 5,733 
Interest and fiscal changes 3,511 1,390 2,121 

Total expenditures 6,292,309 6,078,589 213,720 

Excess (deficiency) of revenues over expenditures 71,896 146,453 74,557 

Other financing sources (uses): 
Transfers in 27,338 27,338 

Transfers out (44,577) (44,577) 

Total other financing sources (uses) (17,239) (17,239) 

Change in fund balances 71,896 129,214 57,318 

Fund balances, July 1, 2006, as restated 2,586,850 3,389,162 802,312 

Fund balances, June 30, 2007 $ 2,658,746 $ 3,518,376 $ 859,630 

The notes to the financial statements are an integral part of this statement. 
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TOWN OF CAMP VERDE, ARIZONA
 
STATEMENT OF REVENUES, EXPENDITURES AND
 

CHANGES IN FUND BALANCES· BUDGET AND ACTUAL- HURF FUND
 
YEAR ENDED JUNE 30, 2007
 

Revenues: 
Intergovernmenta I 
Investment earnings 
Other 

Total revenues 

Expenditures: 
Current ­

Public works and streets 
Capital outlay 

Total expenditures 

Change in fund balances 

Fund balances, July 1, 2006, as restated 

Fund balances (deficits), June 30, 2007 

Budgeted
 
Amounts
 

Original & Final 

$ 998,619 
30,000 
25,000 

1,053,619 

958,477 
94,001 

1,052,478 

1,141 

41,809 

$ 42,950 

Actual 

Variance with 
Final BUdget 

Positive 
(Negative) 

$ 1,053,025 
62,901 

530 

$ 54,406 
32,901 

(24,470) 

1,116,456 62,837 

1,238,094 
106,000 

(279,617) 
(11,999) 

1,344,094 (291,616) 

(227,638) (228,779) 

105,310 6'3,501 

$ (122,328) $ (165,278) 

The notes to the financial statements are an integral part of this statement. 
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TOWN OF CAMP VERDE, ARIZONA 
STATEMENT OF REVENUES, EXPENDITURES AND 

CHANGES IN FUND BALANCES- BUDGET AND ACTUAL- PARKS FUND 
YEAR ENDED JUNE 30, 2007 

Budgeted 
Amounts 

Variance with 
Final Budget 

Positive 
Original & Final Actual (Negative) 

Revenues: 
Taxes $ 453,300 $ 390,231 $ (63,069) 
Contributions and donations 90 90 

Total revenues 453,300 390,321 (62,979) 

Expenditures: 
Capital outlay 143,500 64,539 78,961 
Debt service ­

Principal retirement 2,741 2,668 73 
Interest and fiscal charges 2,559 2,490 69 

Total expenditures 148,800 69,697 79,103 

Change in fund balances 304,500 320,624 16,124 

Fund balances, July 1, 2006, as restated 531,845 1,339,634 807,789 

Fund balances, June 30, 2007 $ 836,345 $ 1,660,258 $ 823,913 

The notes to the financial statements are an integral part of this statement. 
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TOWN OF CAMP VERDE, ARIZONA
 
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
 

JUNE 30, 2007
 

NOTE 1- BUDGETARY BASIS OF ACCOUNTING 

The Town's budget is prepared on a basis consistent with generally accepted accounting 
principles, except for the following unbudgeted item: 1) present value of net minimum capital 
lease payments. The following schedule reconciles the excess (deficiency) of revenues 
over expenditures from the Statement of Revenues, Expenditures, and Changes in Fund 
Balances to the budgetary comparison schedules: 

General Fund 
Excess (deficiency) of revenues over expenditures from the Statement of 

Revenues, Expenditures, and Changes in Fund Balances $ 104,330 
Present value of net minimum capital lease payments 42,123 
Excess (deficiency) of revenues over expenditures from the budgetary 

comparison schedules $ 146,453 

NOTE 2 - EXPENDITURES IN EXCESS OF APPROPRIATIONS 

At June 30, 2007, the Town had expenditures in funds that exceeded the budget; however, 
this does not constitute a violation of any legal provisions. 
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To the Honorable Mayor and Members of the Council
 
of the Town of Camp Verde, Arizona
 

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that a material misstatement of the financial 
statements will not be prevented or detected by the Town's internal control. 

Our consideration of the internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify all 
deficiencies in the internal control that might be significant deficiencies or material 
weaknesses. However, of the significant deficiencies described above, we consider item 
Finding 07-01 to be a material weakness. 

Compliance and other matters 

As part of obtaining reasonable assurance about whether the Town's financial statements are 
free of 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 no 
instances of noncompliance that are required to be reported under Government Auditing 
Standards. 

We noted other matters that we reported to management of the Town in a separate letter 
dated March 28, 2008. 

This report is intended solely for the information and use of the management, the Town 
council, and federal awarding agencies, state regulatory agencies and pass-through entities 
and is not intended to be and should not be used by anyone other than these specified 
parties. 

d~ ~ ~~a/:v. 1 PLLQ 
Phoenix, Arizona
 
March 28, 2008
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TOWN OF CAMP VERDE, ARIZONA
 
Schedule of Findings
 

June 30, 2007
 

Finding No. 07-1 

Condition- Weakness in Controls over Disbursements 

1.	 Purchase orders and credit card use forms are being completed for the same 
expenditure which has at times resulted in duplicate payments. 

2.	 For four out of six credit card payments tested, the credit card use form was not 
completed. The amount of inadequately supported expenditures totaled $6,283. 

3.	 There are a total of twelve credit institutions. A total of fifty four cards exist for the 
twelve institutions and credit lines ranged up to $15,000 for Northern Tool and 
Equipment which seems excessive. It appears that some departments were utilizing 
the credit cards for operating costs and circumventing the Town's procurement 
policies and procedures. 

4.	 During test of controls over disbursements, the following were noted for the twenty-
six invoices tested: 

a.	 26 invoices tested were not stamped paid. 
b.	 5 invoices tested did not show evidence of a clerical check. 
c.	 3 invoices totaling $1,172 were not properly supported. 
d.	 3 invoices that" needed a bid did not have one. The total amount was 

"$35,785. 
e.	 5 check numbers did not agree to the check numbers posted in the general 

ledger. 
f.	 2 invoices totaling $5,560 were not properly authorized. 
g.	 3 invoices and all credit card purchases had purchase orders that were 

completed after th"e purchase was made. 
h.	 2 invoices were requested and approved by the same person. 

5.	 The Town does not utilize the "Received" section in the purchase order. 
6.	 The Town does not always require signature in the "Town Manager signature" 

section of the purchase order form. The exact process for approval is not uniformly 
understood by Town personnel. 

7.	 There were numerous and significant unexplained gaps in the check register. 

Criteria 

The Town's purchasing policy, Common Rule regarding purchases made by governmental 
entities and the objectives of a sound internal control structure relating to procurement. 

Effect 

Expenditures may be made which have not been properly authorized. The Town's assets are 
vulnerable to misappropriation and the Town was not in compliance with its own internal control 
policies and procedures. 
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TOWN OF CAMP VERDE, ARIZONA
 
Schedule of Findings
 

June 30, 2007
 

Finding No. 07-1 
(Continued) 

Cause 

Inadequate segregation of duties, inefficient policies and procedures, inadequate training and 
enforcement of the Town's written purchasing policies. 

Recommendations 

Segregation of duties should be implemented for person(s) reSponsible for authorizing, 
recording, and reconciling transactions, and maintaining custody of assets. This will reduce the 
opportunity for anyone employee to conceal errors or perpetrate fraud in the normal course of 
his or her duties. If budgetary constraints permit, the Town should consider hiring an additional 
qualified accountant. If not, management might consider reviewing the bank reconciliations and 
other transactions to help alleviate some segregation of duties issues or consider contracting 
with a qualified outside CPA Firm to perform month end reconciliations and reviews. 

The Town should evaluate the purchase order amount requirement, which is set at $100, and 
determine a higher threshold that wouid improve efficiency and still maintain adequate control. 
Further, the purchase order form should be prepared and approved prior to placing the order. 

The Town should improve the internal processes to ensure that all checks are accounted for 
and not suPject to misappropriation. Voided checks should have the signature block or the 
account coding removed and the checks retained as evidence that they were not stolen or 
misused. 
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TOWN OF CAMP VERDE 
• 473 5. M~in Street. Camp Vcrd", Ariz",.,a 8651111 • 1928) 567·6631 FAX 567-9061 

M"r,hal 567·(J6l11 • Park> & l~ecrearion 567-0535 • Community Developmenl 567·8513 +,.vww.campverde-al.!1ov 

May 1,2008 

Lisa Lumbard
 
Lumbard & Associates, P.L.L.c.
 
4143 N. 12th Street, Suite 100
 
Phoenix, AZ 85014
 
Via Fax: 602.265.0021
 

Re:	 Response to Finding # 07-1 as set forth in the Audited Financial Statements for the period ended June 30, 2007 for the 
Town of Camp Verde 

Dear Ms. Lumbard: 

After reviewing your audited finaocial statements and more specifically your finding #{J7·I, } have the following responses; 

1.	 With respect to segregation of quties, } will be working with the Town Council for the purpcse of seeking an 
appropriation to implement a more contemporary staffing plan so as to afford the Finance Department staff the 
opportunity to more appropriately segregate their duties and responsibilities. 

2.	 With respect to Purchase Order amounts, I am pleased to report that on April 15, 2008, I implemented a new 
procedure that calls for the issuance of Purchase Orders only when the amount ofa purchase exceeds $2,000. If 
an item carries a cost than $2,000, the transaction will be processed by the issuance of a standard check request 
This change will streamline tbe process and not compromise our controls or the integrity of our accounting _ 
systems. 

3.'	 With respect to improving ow internal control processes, your firm was engaged to complete an Internal Control 
Agreed Upon Procedures Review. You completed said review on December I J, 2007. I am in the midst of 
implementing corrective actions in those areas where deficiencies were noted. 

I am confideot tbat the steps I am taking on behal f of the Town of Camp Verde will improve the integrity of our 
accounting system as wen as the qUality of our internal controls. I take your comments to heart and you can rest assured 
that I will do all that I can to achieve success in this most important initiative. 

Thank you for your assistance to the Town of Camp Verde. I look forward to continuing our working relationslUp. 

If you have any questions, comments or concerns regarding this matter, please feel free to contact me via the information below_ 

Respectfu,Uy, ~ C' 
/yy~1	 ~. 

Mich el K. Scannell, To anager 
(928)567·6631 x 102 
mscannell@cvaz.org 

cc:	 Mayor and Town Council
 
Lisa Elliot, AecoLffitant
 
Debbie Barber, Town Clerk
 

MKS:cjb 
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:L LUMBARD & ASSOCIATES, P.L.L.C. 
L,sa B. Lumbard CPA CGF.M. A Certified Public Accounting Firm American Institute of 
Neil Broadstock, CP.A. Certified Publtc 

Accounr.anrs.Christopher J. Kindy, CPA 

Rosendo L. Portillo Government Finance 

A. Jake Ltwiller Officers Association 

Mir=da Penrod 
A.rizona Finance 

Jessica M. Castro Officers Association 

Stephanie M. Canez 
Arizona Society of 

Certified Public 
Accountan~ 

March 28; 2008 
Association of 

Governmenr 
AccounranI.SMayor, Town Council and Management 

Town of Camp Verde 
395 S. Main Street Suite 314 
Camp Verde, Arizona 86322 

RE: Reportable Conditions 

To the Honorable Mayor, Members of the Council,and Management
 
of the Town of Camp Verde, Arizona
 

In planning and performing our audit of the financial statements of Town of Camp Verde,
 
Arizona as of and for the year ended June 30, 2007, in accordance with auditing standards
 
generally' accepted in the United States of America, we considered the Town of Camp Verde's
 
internal control over financial reporting (internal control) as a basis for designing our auditing
 
procedures for the purpose of expressing our opinion on the financial statements, but not for the
 
purpose of expressing an opinion on the effectiveness of the Town's internal control.
 
Accordingly, we do not express an opinion on the effectiveness of the Town's internal control.
 

Our consideration of internal control was for the limited purpose described in the preceding 
paragraph and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses. However, as discussed below, we identified 
certain deficiencies in internal control that we consider to be significant deficiencies and other 
weaknesses that we consider to be material weaknesses. 

A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control 
deficiency, or combination of control deficiencies, that adversely affects the Organization's 
ability to initiate, authorize, record, process, or report financial data reliably in accordance with 
generally accepted accounting principles such that there is more than a remote likelihood that a 
misstatement of the Organization's financial statements that is more than inconsequential will 
not be prevented or detected by the Organization's internal control. We consider the following 
deficiencies to be significant deficiencies in internal control: 

4143 North 12th Street Suite 100 Phoenix, Arizona 85014 (602) 274-9966 FAX (602) 265-0021 



Mayor, Town Council and Management 
Page 2 of 4 

Condition 1- Weakness in Controls over Receipts 

1.	 For one receipt tested that was submitted from the Parks and Recreation 
Department to Finance Department, a discrepancy of $207 existed between the 
amount reported and the amount received. 

2.	 For one out of eleven deposits tested, the Finance Accountant completed the entire 
receipting process. 

3.	 The Library department does not reconcile monies received from book sales, late 
fees, and donations. The Library also does not always issue receipts or log amounts 
received. In addition, we were unable to determine if cash and checks were 
submitted timely to the Finance department due to lack of documentation. 

4.	 The Court accounts receivable is not tracked. The Town's calculated estimate of 
outstanding fines at fiscal year end June 30, 2007 was $1.4 million. 

Recommendation 

1.	 Cash submitted to the Finance department should be counted at the time· of 
submittal in the presence of the applicable departments. If a discrepancy exists, the 
correction should be made to the receipts, reconciliation, and/or other support and 
initialed by applicable department and the Finance department. 

2.	 Segregation of duties should· be . implemented for person(s) responsible for 
authorizing, recording, and reconciling transactions, and maintaining custody of 
assets. This will reduce the opportunity for anyone employee to conceal errors or 
perpetrat~ fraud in the normal course of his or her duties. When a person performs 
two or more incompatible duties, the controls are impaired. If budgetary constraints 
permit, the Town should consider hiring an additional qualified accountant. If not, 
management might consider reviewing the bank reconciliations and other 
transactions to help alleviate some segregation of duties issues or consider 
contracting with a qualified outside CPA Firm to perform month end reconciliations 
and reviews. . 

3.	 The Library department should perform a reconciliation at the end of each day. In 
order to perform a reconciliation, monies received via mail or in person should be 
logged. The person receiving the monies should be different than the person in 
charge of the cash register. At the end of the day, the log, the cash register tape and 
monies should agree. If a discrepancy exits, it should be researched. The 
reconciliation should be submitted to Finance along with the monies. The Library 
should keep a copy of the reconciliation. 

4.	 The Court should implement a Crystal report writer that can track Court accounts 
receivable. Many municipalities are now turning over receivables for collection or 
factoring and tracking of accurate receivables and collection procedures is critical. 

Condition 2- Circumvention of Controls 

The Town did not authorize the hiring of six Sanitary District employees in accordance with its 
standard procedures. 

Recommendation 

The Town should implement controls to ensure that all future hiring of employees are properly 
approved and documented. 



Mayor, Town Council and Management 
Page 30f4 

Condition 3- Bank reconciliation 

Three of the Town's bank reconciliations did not reconcile to the general ledger as of June 30, 
2007. The general ledger is higher than the supporting reconciliations by $4,651 which is 
immaterial to the financial statements and has not been corrected. In addition, the pooled cash 
account had 37 outstanding checks greater than 6 months old totaling $15,378. 

Recommendation 

All bank accounts should be reconciled monthly and should agree with the general ledger. All 
aged outstanding checks should be investigated and resolved timely. 

Condition 4 -Inadequate Controls over Financial Reporting 

After the Town lost its finance director, management hired a Certified Public Accounting firm 
experienced in governmental accounting to facilitate the year end reconciliations and closing. 
The Firm's personnel identified numerous prior period adjustments to correct the account 
balances reported by the Town at June 30, 2006. The corrections are reported in the June 30, 
2007 audited financial statements in Note 16. 

Recommendation 

It is recommended that the Town establish monthly reconciliation and year end cut-off 
procedures that are in compliance with Generally Accepted Accounting Principles as applicable 
to governmental entities. All financial staff should be trained;n the procedures and obtain 
additional instruction· in the appropriate accounting principles. 

Condition 5- Late Audit and Untimely Filing of Annual Expenditure Limitation Report 

The annual audit report and Annual Expenditure Limitation Report was delayed and not issued on 
a timely basis and thus exceeded the State Auditor General's filing deadline. 

Recommendation 

Arizona Revised Statutes require that Arizona Municipalities file with the Auditor General an 
Annual Expenditure Limitation Report and the audited financial statements within four months 
after the close of the fiscal year-end. Upon written request by the Municipality, one extension is 
permitted to February 28th 

. We understand that the Town lost its finance director around fiscal 
year end and has not been able to recruit a permanent replacement. The Town contracted with 
an outside CPA firm to close out the year. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that a material misstatement of the financial statements 
will not be prevented or detected by the Organization's internal control. We have reported to the 
management of the Town deficiencies that we believe constitute a material weakness in Finding 
07-01 in the Internal Control Section of the audit performed in accordance with Government 
Auditing Standards. 



Mayor, Town Council and Management 
Page 4 of 4 

The following items are recommendations only and are presented solely as best practices 
recommendations and opportunities for strengthening controls. 

Item 1- Payroll- Form 1-9 Issues 

Five out of six employees tested did not have Form 1-9 completed correctly. In addition, one 
Form 1-9 was missing. It is recommended that all personnel files be reviewed for proper 
completion of the 1-9 form. 

Item 2- Uncollateralized Cash 

The Town has obtained collateral on some of the cash maintained at the bank that is in excess 
of the FDIC coverage. However at 6/30107, $177,782 was not covered by the collateral. The 
Town should require the bank to provide collateral to minimize the risk of loss. 

Item 3- Compliance with Laws and Regulations - Record Retention 

The Town could not locate capital lea'se payable agreements on file. We recommend that all 
contractual agreements be maintained on the premises and at least one copy retained by the 
finance department. The Town should also consider scanning and storing critical documents in 
electronic back-up files. 

Item 4- Whistle Blower Policy 

We recommend that the Town establish and document a whistle-blower policy and procedures 
and provide training to all personnel and management in the new policy and procedures. The 
procedures could include establishing a fraud hotline, designating multiple parties to whom 
suspicious activities and transactions could be reported. The policy must prohibit retaliatory 
actions against employees who report fraud or suspected fraud. 

The audit staff has reviewed these conditions and recommendations with management and 
would be pleased to discuss them in further detail or to assist you in implementing the 
recommendations. 

We commend the current Town management and governing board for their prompt attention to 
the internal control weaknesses reported during the audit. We also extend our thanks to the 
staff and management for their very courteous cooperation during the audit. 

This communication is intended solely for the information and use of management, the 
governing board, others within the Town, grantor and lender agencies and is not intended to be 
and should not be used by anyone other than these specified parties. 

Lumbard & Associates, P.L.L.C, 


