
FY 2021 
FY 2021 Audit Exit Interview

Finance and Budget Committee 

7/17/2023



Special Thanks

City of East Point (COEP) Leadership Team

➢ Michelle Adams, Customer Care 
Manager

➢ Lenox Forsyth, COEP Audit Support Staff

➢ Chris Brown, Senior Accountant

➢ Jeffrey L. Jackson, Tax Coordinator

➢ Shaquita Barnes, Grants Manager

➢ Cynthia Hammond, Finance Director

➢ Shawn Buchanan, Police Chief
 

➢ Deana Holiday Ingraham, Mayor 

➢ Deron King, City Manager

➢ Shannon Golden, Interim Finance Director 

➢ TaTina Butler, COEP Audit Support Staff 

➢ Doreen Carter, COEP Audit Support Staff

➢ Marcus M. Taylor, COEP Audit Support Staff

➢ Joseph Miller, COEP Audit Support Staff



Agenda 

Note: This report is intended solely for the information and use of those charged with governance, the Board of Directors. It 
is not intended to be, and should not be, used by anyone other than these specified parties.

➢Audit Engagement Scope

➢Audit Phases and Extended Procedures

➢Material Findings during Fieldwork

➢ Recommended Steps for COEP

➢ FY 2021 Financial Statement Audit Scope Limitations



Timeline of issue’s identified

Audit Engagement Scope



FY 2021 Audit Engagement Scope

➢ External Auditors Scope 
➢ FY 2021 Financial Statement Audit, also referred to as the Annual Comprehensive Financial Report 

(ACFR)
➢ Perform Audit procedures to obtain reasonable assurance about whether the financial statements as a 

whole are free from material misstatement, whether due to error or fraud, and in accordance to 
Generally Accepted Accounting Principles (GAAP).

➢ FY 2021 Single Audits (Title 2 of CFR, Subtitle A, Chapter II, Part 200) 
➢ Perform procedures to determine if the City has complied with direct and material compliance 

requirements for each major program. Major programs being federal awards (either direct or indirect 
awards) during the Fiscal year that are above $750,000.



FY 2021 Audit Engagement Scope

Auditor: 1st Year
Rosales Financial Group, LLC (RFG)

FY 2021 Audit

Auditor: Prior 20 Years
Banks, Finley, White (BFW)

FY 2020 Audit FY 2022 Audit FY 2023 Audit

June 30, 2020June 30, 2019 June 30, 2022June 30, 2021 June 30, 2023

Today 
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Audit Phases and Extended Procedures



Audit Phases and Extended Procedures

Planning

Fieldwork

Extended Audit 
Procedures

Reporting



Audit Phases and Extended 
Procedures

➢ High Key Management Turnover in Finance and Accounting
➢ Increased Risk of Material Misstatement due to Error or Fraud

➢ Lack of Key Financial Statement Controls and Documented Processes
➢ Lack of process or controls surrounding the 

➢ Lack of process or controls surrounding the ACFR Process
➢ Bank Reconciliations
➢ Accounts Receivables Allowance for Doubtful Accounts, and Bad Debt Estimates
➢ Process to ensure Adjustments made in Prior Year Audited Financial Statements are properly included in 

the Current Year Accounting System
➢ Lack of avenue to report Fraud
➢ Lack of avenue to identify Related Party transactions
➢ Lack of process or controls surrounding Accounting Estimates

➢ Increase Risk of Material Misstatement due to Error or Fraud

➢ Hindrance to speak with Prior Auditor during Planning
➢ Increased Risk of Material Misstatement due to Error or Fraud

Planning



Audit Phases and Extended 
Procedures

➢ Fieldwork
➢ Due to assessed Risk of Material Misstatement due to Error or Fraud, timeline 

to potentially complete Audit and provide Auditors Report was moved from 
May to June.

➢ Request from Management to move timeline earlier than May or June due to 
S&P Rating downgrade concerns as a result of COEP being 1.5 years behind on 
providing S&P an Audited ACFR.
➢ Assurance of earlier timeline was not provided due to assessed risk and identified 

material errors throughout the engagement.
➢ City Manager advised that if RFG did not finish the audit by May 16th, 2023, 

the whole COEP Finance and Accounting Team would be fired.
➢ RFG consistently communicated and stated that the city's credit rating was outside 

the scope of RFG’s Audit and in no shape or form would RFG jeopardize the 
integrity and sufficiency of the audit process

Planning

Fieldwork



Audit Phases and Extended 
Procedures

➢ Extended Audit Procedures
➢ During Late April and early May, BFW (Prior Auditor) meets with RFG

➢ No procedures performed on COEP Accounting System Migration to BS&A. 

Old Accounting System New Accounting System

Planning

Fieldwork

Extended Audit 
Procedures



Audit Phases and Extended 
Procedures

Planning

Fieldwork

Extended Audit 
Procedures

Reporting

➢ Reporting
➢ Consider Evidence obtained during Fieldwork, and in this case, 

Extended Audit Procedures, to provide our Opinion.
➢ Clean Report or Unqualified Opinion

➢ ACFR fairly and appropriately presented, without any identified exceptions, and in 
compliance with generally accepted accounting principles (GAAP).

➢ Qualified opinion
➢ ACFR is fairly and appropriately presented, with the exception of…

➢ Adverse Opinion
➢ ACFR does not present fairly the financial position, results of operations, or cash 

flows of the entity in conformity with generally accepted accounting principles.
➢ Disclaimer of Opinion

➢ Auditor does not express an opinion on the financial statements.



Timeline of issue’s identified

Material Findings during Fieldwork



Material Findings during Fieldwork

➢Material Finding #1
➢ Lack of Controls over Deleted Vendors

➢ RFG identified over 45 instances of deleted vendors by unauthorized individuals.
➢ RFG is not able to obtain evidence of activity, including amounts related to these 

deleted vendors.

➢ Following slides provides an Example



Material Findings during Fieldwork
➢ Bob performs Professionals Services worth $100,000 

for the COEP

Vendor – (Bob)

Invoice of $100k

ACFR

Other Documents 

Finance and Accounting
Approves and Disburses Funds

$100k

$100K

$100K



Material Findings during Fieldwork

Vendor – (Bob)

ACFR

Other Documents 

Finance and Accounting
Approves and Disburses Funds

$100k

Invoice of $100k

$100K

$100K

➢ Bob performs 
Professionals Services 
worth $100,000 for the 
COEP. If Information is 
removed from the 
accounting System it does 
not make its way to the 
Financial Statements 
(ACFR). However, what 
remain is a mismatch 
between the accounting 
system and the bank 
Account. A Bank 
Reconciliation, if it existed 
at the COEP, would have 
helped find these 
discrepancies.  



Missing Bank Reconciliation 
Control at COEP

Vendor – (Bob)

Step 1
System says we have $100k Cash in Bank

Step 2
Bank says we have $0 because we paid 
someone called Bob? 

Step 3 - Reconcile

-  Who was Bob?
-  Why was Bob Deleted?
-  What did he do for the City of Eastpoint?
-  Should we add his activity to the System?

$100K

Cash in Bank $100K

Cash in Bank $0

Difference of $100K to be 
explained (Reconciled) 













Material Findings during Fieldwork

➢ Material Finding #2
➢ Approval and Payments of Vendors outside of the Accounting System

➢ Vendor received approval and cash disbursement by Finance And Accounting
➢ Vendor transaction was not recorded in the Accounting System

➢ Following slides provide an Example



Material Findings during Fieldwork

➢ 4 Invoice sent to COEP for 
Professionals Services/Other 
services for an amount of 
$1,219,287. None of these 
invoices were recorded in the 
Accounting System but were 
somehow approved by the 
Finance and Accounting 
Department. 

➢ These 4 invoices were real 
payments made by the COEP 
to Fictitious Vendors. They 
were requested by the City 
Manager, Approved by the 
Chief Accountant, and 
disbursed by an accountant.   

 

Vendor – (Bob)

  – Invoice 
$1,219,287

ACFR

Other Documents 

$1,219,287

$1,219,287

Finance and Accounting
 3  - 4 Approves and 

Disbursement of  Funds



Invoice 1 - 2103941

Step 1 - Request for Payment/ Approval 

Step 2 - Approval Pending 



Step 3 - Approval Received

Step 4 - Approval Received

Step 5 - Disbursement from COEP Bank

Invoice 1 - 2103941



Invoice 1 - 2103941

➢ Accounting System
➢ Files provided to RFG related to payments by COEP 

to vendors from BS&A (Accounting System) does 
not include any payments to this Vendor and may 
not include others.

➢ As this received approval from Finance and Accounting, 
the only other control that may have caught this would 
have been a Bank Reconciliation.



Invoice 2 - 2103942

Step 1 - Request for Payment/ Approval 

Step 2 - Approval Pending 



Invoice 2 - 2103942
Step 3 – Payment setup 
Received

Step 4 - Approval Received

Step 5 - Disbursement from COEP Bank



Invoice 2 – 2103942

➢ Accounting System
➢ Files provided to RFG related to payments by COEP 

to vendors from BS&A (Accounting System) does 
not include any payments to this Vendor and may 
not include others.

➢ As this received approval from Finance and Accounting, 
the only other control that may have caught this would 
have been a Bank Reconciliation.



Invoice 3 - 2103945

Step 1 - Request for Payment/ Approval 

Step 2 - Approval Pending 

Missing Emails on approval

Step 3 – Payment setup Received

Missing Emails on payment set up 



Invoice 3 - 2103945

Step 5 - Disbursement from COEP Bank



Invoice 3 – 2103945

➢ Accounting System
➢ Files provided to RFG related to payments by COEP 

to vendors from BS&A (Accounting System) does 
not include any payments to this Vendor and may 
not include others.

➢ As this received approval from Finance and Accounting, 
the only other control that may have caught this would 
have been a Bank Reconciliation.



Invoice 4 - 2103947

Step 1 - Request for Payment/ Approval 

Step 2 – Follow up on payment 



Invoice 4 - 2103947

Step 3 – Pending Approval/ Teresa Non-response

Step 4 - Approval Received

Step 5 - Gratitude

Step 5 - Approval Received



Invoice 4 - 2103947
Step 6 – Follow up Communication

Step 7 - Disbursement from COEP Bank



Invoice 4 – 2103947

➢ Accounting System
➢ Files provided to RFG related to payments by COEP 

to vendors from BS&A (Accounting System) does 
not include any payments to this Vendor and may 
not include others.

➢ As this received approval from Finance and Accounting, 
the only other control that may have caught this would 
have been a Bank Reconciliation.



➢ Invoices
➢ 4 Invoices, Total amount of $1,219,287

➢ Total Payments
➢ 4 payments, Total Amount of $1,219,287

➢ Determination of Case
➢ No Official Police Report Exist.
➢ This was considered an Incident.
➢ Incident attributed to a hacking by the email 

account:
➢ Dking@fieryaztec.org

➢ No discussions over approval and disbursement by 
Chief Accountant and/or Accountant.

➢ No Independent Examination or Investigation conducted 
outside of Internal COEP Police Department. 

➢ JP West (Cyber Security Insurance) for the COEP requires 
more information to determine a payment necessary to 
be made.

Invoice 1 – 4 Summary

mailto:Dking@fieryaztec.org


Invoice 1 – 4 Summary



Invoice 1 – 4 Summary



Invoice 1 – 4 Summary

On September 14, 2021, JP West did not provide 
insurance payment due to insufficient information.



Material Findings during Fieldwork

➢ Material Finding #2

➢ Recommendations herein, as a Control did exist here, is further investigation as to why 
Accounting and Financing is approving Invoices outside of the Accounting System – BS&A.

➢ Identification of other invoices or Vendors who are not within the Accounting system to 
understand the total Amount related to these vendors, and if they do in-fact need to be 
included in your Accounting System and respective Financial Statements

Vendor – (Bob)

ACFR



Material Findings during Fieldwork

➢ Material Finding #3

➢ Significant Issue’s identified with Existence of Key Assets
➢ When Fictious Vendors are paid for goods, there is a mismatch between the 

Accounting Books and actual physical assets that exist. When Auditors ask to see the 
physical assets, because it never existed to begin with, support and the ability to see 
the asset is not able to be provided. 

➢ The following is a real example that may relate to payment for assets that did not 
exist. This example at the City of East Point was referred to as “The Honda that 
became a Ferrari”. 



Ending Cost $576,506 in 2023

➢ Material Finding #3

Original Cost $19,563 in 2006

Increase of $556,943

Vendor – (Bob)

$556,943

Material Findings during Fieldwork



Ending Cost $576,506 in 2023

➢ Material Finding #3

Original Cost $19,563 in 2006

Increase of $556,943

Vendor – (Bob)

$556,943

Material Findings during Fieldwork

Once RFG identified the asset improvement 
of $556,943 did not exist, it was requested 
for the asset to be decreased. However, 
RFG is not able to determine who was 
potentially paid for the improvement. 



Material Findings during Fieldwork

➢ Material Finding #3

➢ Continued Issue’s identified with Existence of Key Assets including the following:
➢ $2 million of Inventory (60% of Inventory Balance) was identified to not exist.
➢ $5 million of Fixed Assets amounts was identified not to exist.  

➢ Recommendations
➢ Controls in place to ensure assets placed into Fixed Assets or inventory are 

substantiated by evidence such invoices, contracts, ect…



Timeline of issue’s identified

Recommended Steps for COEP



Recommended Steps for COEP
➢ Information illustrated herein to be disseminated to All of City Council of the City of East Point.
➢ City to bring on an Independent Fraud Examiner, prior to bringing on any Financial Statement Auditor, to identify the 

cause of:
➢ Investigate Accounting Systems deleted vendors activity and potential disbursement related to these vendors.
➢ Disbursement of payments to fictitious vendors, under why they were requested and approvals of these 

transactions. 
➢ Vendors that have received approvals for cash disbursement by Finance and Accounting Department outside of the 

Accounting System.
➢ Fixed Assets determined to not exist but may have received cash disbursement.

➢ As cash disbursement were in-appropriately released from a COEP account to a fictitious vendors, we advise City Council 
to consider publicly disclosing the financial loss to the General Public.

➢ If the City believes Federal and/or State Funds have been inappropriately expended from a COEP Bank, the following 
organizations need to be contacted:
➢ State Office of the Attorney General 

➢ Consider the creation of an Internal Audit Department, who reports only to governance, to help the City identify 
Financial, Operating Risk, and Fraud Risk to the City. Based on this, Controls may be created to help mitigate identified 
risks. Internal Audit Departments may be supplemented by outside firm. 

➢ Georgia Bureau of Investigation 



Recommended Steps for COEP
➢ Re-considering communication from Vendors who have an obligation to Report to the Governing Body of the City. During 

the time RFG was contracted with RFG, we were precluded in many different instances from communication with the 
Governing body of the City. Independent parties such as Fraud Examiners, Financial Statement Auditors, and Internal 
Auditors need a clear path to communicate with Governance at COEP. 

Fraud Examiner

Internal Auditor

External Financial 
Statement  Auditor



Timeline of issue’s identified

FY 2021 Financial Statement Audit Scope Limitation



FY 2021 Financial Statement Audit Scope Limitation

➢ Due to the aforementioned items and after having viewed the documentation provided by the City of East 
Point’s Management, RFG is unable to substantiate the accuracy and valuations, existence, completeness, and 
presentation and disclosure of key account balances of the ACFR 

➢ As such, RFG is unable to determine if the City complied with direct and material compliance requirements for 
each major federal award program



End of Presentation
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