
 

 

 

 

 

 

 

 

To the Honorable County Judge and Commissioners Comprising the 
Commissioners' Court of Caldwell County, Texas 

In planning and performing our audit of the financial statements of the governmental activities, each major fund, 
and the aggregate remaining fund information of Caldwell County, Texas as of and for the year ended September 
30, 2018, in accordance with auditing standards generally accepted in the United States of America, we considered 
Caldwell County, Texas’ 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  Caldwell County, Texas’ 
internal control.,  Accordingly, we do not express an opinion on the effectiveness of Caldwell County, Texas’ internal 
control. 

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 material weaknesses or significant deficiencies 
and therefore material weaknesses or significant deficiencies may exist that were not identified.  In addition, 
because of inherent limitations in internal control, including the possibility of management override of controls, 
misstatements due to error or fraud may occur and not be detected by such controls.  However, as discussed below, 
we identified certain deficiencies in internal control that we consider to be material weaknesses and other 
deficiencies that we consider to be 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, 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.  We consider the following deficiencies in internal 
control to be material weaknesses: 

1. Bank Statements Not Reconciled to General Ledger Cash Accounts on a Timely Basis 

The most basic of reconciliations of the accounting records is the reconciliation of the bank statement to 
the general ledger (Texas Local Government Code, Sec.113.008, Reconciliation of Depository Accounts).  
In the prior year we noted that the primary bank accounts had not been reconciled in sixteen months.  For 
the year ended September 30, 2018, we noted that some progress has been made, although the two 
primary accounts are not being reconciled promptly.  Additionally, the County Auditor’s office continues to 
assist in the reconciliation of the primary bank account.  The reconciliation of this account is a responsibility 
of the County Treasurer, and not the County Auditor.  The responsibility of the County Auditor is to audit 
the reconciliation. 

The County Treasurer and assistant should receive additional training in reconciling bank accounts and 
continued assistance from the County Auditor’s office, until all bank account reconcilements are prepared 
on a timely basis. 

2. General Ledger Accounts Not Reconciled to Underlying Subsidiary Accounts and Records 

The County Auditor is charged with maintaining the records of the County’s financial transactions, including 
the general ledger.  We discovered that numerous balance sheet accounts are not being reconciled to the 
supporting subsidiary ledgers and accounts. 

This comment was made in the prior year and a lot of progress has been made in the current year. The 
addition of a purchasing agent and grant coordinator has helped, however, there is still a considerable 
amount of work to be done to clean up the general ledger.     

We recommend that balance sheet accounts be reconciled to subsidiary ledgers on a monthly basis.  All 
errors should be reconciled and corrected on a contemporaneous basis, and not at year end. 



 

2 
 

 

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 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 internal control to be significant deficiencies:  

3. County Auditor’s Office Not Conducting Quarterly Audits of County Offices 

Texas Local Government Code, Chapter 115, Audit of County Finances, requires that at least once each 
quarter, the County Auditor shall check the books and shall examine in detail the reports of the county tax 
assessor-collector, the county treasurer, and all other officers.  The auditor shall verify the footings and the 
correctness of those books and reports. The auditor shall either stamp the books and reports approved or 
shall note any differences, errors, or discrepancies.  As of the date of our audit, these audits are not being 
conducted.  This comment is being repeated from last year’s report. 

We recommend that the offices of elected and appointed officials be audited in accordance with Chapter 
115 of the Texas Local Government Code.   These audits should be documented to include audit work 
papers and written reports.  Action should be taken to correct any errors found, and a report documenting 
the audits should be made available to the court. 

4. Capital Asset Records Not Properly Maintained 

The County has over fifty million dollars in capital assets, but the capital asset records are maintained on 
spreadsheets.  Four years ago, the County installed a new general ledger package from a vendor which 
has a capital asset module well suited to maintaining the detailed capital asset records.  However, the 
County has not implemented this module.  Keeping manual records of capital assets and depreciation 
schedules increases the chance of errors in record keeping.  This comment is being repeated from last 
year’s report. 

We recommend that the County acquire the capital asset module, then tag, inventory, and record all capital 
assets with a value of $5,000 or greater on this automated system. 

During our audit, we also became aware of the following deficiencies in internal control other than significant 
deficiencies or material weaknesses, and other matters that are opportunities for strengthening internal controls 
and operating efficiency: 

5. Payroll should be processed with a minimal amount of corrections. 

The County adopted a twenty-six payrolls per year system which provides more time to process payroll, 
resulting in a reduction is the number of errors per pay period.  In the prior year, the number of errors 
resulted in a comment designated as a significant weakness in internal control.  The change in payroll has 
reduced the number of errors, however, there are still errors occurring in the processing of payroll in the 
current year, due to turnover of personnel and lack of training. 

We recommend that the County continue to address training of personnel who handle payroll, until the 
problem is resolved. 

We will review the status of these comments during our next audit engagement. We have already discussed many 
of these comments and suggestions with various governmental unit personnel, and we will be pleased to discuss 
them in further detail at your convenience, to perform any additional study of these matters, or to assist you in 
implementing the recommendations. 

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

Caldwell County, Texas’ written response to the deficiencies, significant deficiencies, and material weaknesses 
identified in our audit has not been subjected to the audit procedures applied in the audit of the financial statements 
and, accordingly, we express no opinion on it (see Attachment 1). 

 

 

April 8, 2019 

 


