


































































































































































































































































































































 
 

 
 
 
To the Honorable Mayor and 
Members of the City Council 
City of Bettendorf, Iowa 
Bettendorf, Iowa 
 
In connection with our audit of the financial statements of the City of Bettendorf, Iowa as of and for the year ended 
June 30, 2008, we identified deficiencies in internal control over financial reporting (control deficiencies). 
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 financial statement misstatements on a 
timely basis. A deficiency in design exists when a control necessary to meet the control objective is missing, or when 
an existing control is not properly designed so that even if the control operates as designed, the control objective is 
not always met. A deficiency in operation exists when a properly designed control does not operate as designed or 
when the person performing the control does not possess the necessary authority or qualifications to perform the 
control effectively. 
A significant deficiency is a control deficiency, or a combination of control deficiencies, that adversely affect the 
entity’s ability to authorize, initiate, 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 entity’s 
financial statements that is more than inconsequential will not be prevented or detected. 
A material weakness is a significant deficiency, or a 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. 
Certain control deficiencies that have been previously communicated to you, in writing, by us or by others within your 
organization are not repeated herein. 
Following are descriptions of other identified control deficiencies that we determined did not constitute significant 
deficiencies or material weaknesses: 

Expenditures: The City does not have a documented policy pertaining to the public benefit of certain 
expenditures such as purchases of flower arrangements for gifts, pop/coffee and food for City employees and 
people in the public for certain events and payment for meals in relation to attendance of certain events. We 
recommend the City consider implementing a formal policy. In addition, the City should maintain supporting 
documentation or an explanation of the public purpose for expenditures that may not be clear at the time of 
approval for payment.  
Cash collections:  

From other departments: Many of the departments have the same employee collect, reconcile and deposit 
cash receipts. The compensating control is the reconciling performed by the finance department of the 
system-generated reports provided by the other departments to the deposit and cash receipt. The finance 
department also monitors the cash receipts fluctuations. However, to improve the internal control process 
and prevent misappropriation of assets, we recommend the other departments collecting cash receipts look 
to realign duties so the same individual collecting receipts is not reconciling receipts. 

McGladrey & Pullen, LLP is a member firm of RSM International - 
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The fitness center and Palmer Hills Golf Course pro shop uses a cash register to collect monies throughout 
the day that is only counted down once a day. In addition, certain registers at some of the departments do 
not print receipts to give to the customers. We recommend the cash registers be balanced at the end of 
each shift to further track any differences and the City look into software that allows the department to 
provide a receipt to the customer. 
Utility: One employee performs the sewer, storm water and garbage billing, maintains the customer 
accounts, can edit accounts, collects sewer receipts and makes daily deposits. After this employee receives 
the information from the water company and it is uploaded in the system, the employee cannot edit the 
detail. However, the employee could go in and enter a credit on someone’s account and edit receipt after 
the daily processing. The compensating controls in place is that a separate employee reconciles daily 
collections to receipts and the manager of accounting reviews and signs off on all edits made to this system. 
In addition, a separate individual reconciles the accounts receivable balances to the general ledger. We 
wanted to stress the importance of these compensating controls in place to mitigate the lack of segregation 
of duties over this revenue cycle. 

Journal entries: During the audit, we selected 12 journal entries made directly to the general ledger system and 
four of those journal entries were not supported by adequate documentation to determine the appropriateness of 
the entry. Additionally, one entry was prepared and posted to the general ledger without being further reviewed 
by another employee. We recommend the City implement a process to readily provide for the display of the 
backup documentation used to post journal entries. We also recommend all journal entries posted to the general 
ledger be approved by someone independent of the person who prepared the entry and who would be 
knowledgeable of the entry being made.  
Segregation of duties: The front desk clerk at the fitness center has the ability to issue membership 
agreements, which the member is asked to sign, prepare membership cards with bar codes on the back, enter 
the information attached to the specific member’s bar code into the system, and collect monies. In addition, there 
is not a sequence attached to the membership cards given out. The compensating control in place is that a new 
assistant parks & recreation director position was added during fiscal year 2008. The director reviews new 
membership reports daily to ensure transactions that occurred during the day appear proper. We wanted to 
stress the importance of this compensating control in place to mitigate the lack of segregation of duties at the 
fitness center. 
The payroll clerk is able to enter timesheet hours worked, make changes to employee payroll information in the 
system, print out and mail the checks. This gives the payroll clerk the ability to inappropriately run checks to 
fictitious employees or overstate hours worked for a time period to increase wages. The compensating controls 
currently in place include a monthly review by the human resources director of any changes made in the payroll 
module through review of a “payroll audit report” and the finance director’s review of the payroll clerk’s paycheck 
after printing. We wanted to stress the importance of these compensating controls in place to mitigate the lack of 
segregation of duties over the payroll cycle. 
Capitalized interest: The City did not have an adequate process in place for evaluating whether interest should 
be capitalized on construction projects financed through debt in its enterprise funds. Upon review of the City’s 
projects and related debt in their enterprise funds during the audit, an entry was subsequently posted to properly 
capitalize certain interest expense costs net of interest revenue earned on any unspent bond proceeds. We 
recommend the City evaluate the need to capitalize interest in its enterprise funds on an annual basis.  

This communication is intended solely for the information and use of management, the City Council and others within 
the City and is not intended to be and should not be used by anyone other than these specified parties.  

 
Davenport, Iowa 
December 1, 2008 
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