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The graphs below summarize the sources of the City's revenues of $923,007 and total program 
expenses of $1,156,945. 
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significant deficiencies.  (Finding 2015-1) 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the City of Graysville, Tennessee'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 or 
other matters that are required to be reported under Government Auditing Standards. 
 
City of Graysville, Tennessee’s Response to Findings 
 
City of Graysville, Tennessee’s response to the findings identified in our audit is described in the 
accompanying schedule of findings and responses.  City of Graysville, Tennessee’s response was not 
subjected to the auditing procedures applied in the audit of the financial statements, and, accordingly, 
we express no opinion on it. 
 
Purpose of the Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal control or on compliance.  This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose. 
  
 
  

 
 
 
 
Chattanooga, Tennessee 
January 17, 2016 
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Finding 15-1 – Segregation of duties (repeat finding 14-1) 
 
  Criteria:  

Governmental Auditing Standards (Yellow Book) A.04(g) states that “inadequate controls for 
safeguarding of assets” is a deficiency in internal controls. 
 
Condition found: 
Because the City of Graysville, Tennessee has a limited number of office employees, there is not 
a proper segregation of duties.  A proper division of duties should provide a system of checks and 
balances so that no one person has control over a complete transaction from beginning to end.  
Several cross-checks are in place and overlap of duties is severely restricted but not completely 
eliminated. 
 
Context: 
The creation of a complete set of internal controls is necessary to properly detect and correct 
errors and irregularities on a timely basis.  Without sufficient segregation of duties among 
employees, the system of internal control will not function as designed. 
 
Effect: 
Errors or irregularities can exist that would not be detected on a timely basis. 
 
Recommendation: 
To guard against undetected errors, additional employees would be needed to divide duties.  
However, the benefits of the additional controls are not justified by the cost to the City. 
 
Management’s response: 
Due to the additional expense involved and the City’s limited resources, we cannot add 
additional financial personnel at this time.  However, we continue to split some duties where 
possible and are working to reduce the risks as much as possible. 
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Finding 15-2 – Violation of State Code 
 
  Criteria:  

Tennessee State Code Annotated requires that property seized related to drug arrests are to be 
used exclusively in the operations of further police activities. 
 
Condition found: 
A vehicle seized several years ago was first put into operation to serve police officers, but later 
was transferred to the animal control officer, who reported directly to the City police chief, and 
was enforcing City ordinances as part of his duties.  However, due to personnel issues in the 
police department, was later transferred out from reporting to the police chief. 
 
Context: 
The City of Graysville’s personnel have had considerable turnover the last two years.  Both the 
City Police Chief and the City Recorder have been terminated and replacements hired.  The 
former individuals were directly involved in the operations of their departments and were aware 
of state code on the use of seized property, however, replacements were not aware of the method 
of acquisition of the vehicle and therefore, not cognizant of the restrictions on its use.  Although 
the animal control officer is bonded like a police officer, his duties do not always include actions 
to enforce the laws of the City, and thus use of the seized vehicle is not appropriate.  
 
Effect: 
The effect of these actions was to violate Tennessee State Code related to proper use of property 
seized. 
 
Recommendation: 
The City should immediately return the vehicle to the police department for proper use or 
conversion to cash that could be used to supplement the activities and needs of the police 
department in compliance with state code. 
 
Management’s response: 
We have moved the vehicle from the animal control officer’s use and transferred back to the 
police department.  Further, due to the time elapsed since the seizure, we are now making plans 
to list this vehicle for sale. 
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Finding 14-1 – Segregation of duties 
 Still in effect. 
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