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THIS COMMUNICATION IS INTENDED SOLELY FOR THE INFORMATION AND USE OF THOSE CHARGED WITH GOVERNANCE, AND, IF APPROPRIATE, 
MANAGEMENT, AND IS NOT INTENDED TO BE AND SHOULD NOT BE USED BY ANYONE OTHER THAN THESE SPECIFIED PARTIES. 

BAKER TILLY US, LLP, TRADING AS BAKER TILLY, IS A MEMBER OF THE GLOBAL NETWORK OF BAKER TILLY INTERNATIONAL LTD., THE MEMBERS OF WHICH 
ARE SEPARATE AND INDEPENDENT LEGAL ENTITIES. 

Executive summary 

January 24, 2024 

Board of Directors 
Central Arizona Fire and Medical Authority 
Prescott Valley, Arizona 

We have completed our audit of the financial statements of Central Arizona Fire and Medical Authority 
(the Authority) for the year ended June 30, 2023, and have issued our report thereon dated January 24, 
2024. This letter presents communications required by our professional standards. 

Your audit should provide you with confidence in your financial statements being material correct. The 
audit was performed based on information obtained from meetings with management, data from your 
systems, knowledge of your Authorities operating environment and our risk assessment procedures. We 
strive to provide you clear, concise communication throughout the audit process and of the final results of 
our audit. 

Additionally, we have included information on key risk areas Central Arizona Fire and Medical Authority 
should be aware of in your strategic planning. We are available to discuss these risks as they relate to 
your organization’s financial stability and future planning. 

If you have questions at any point, please connect with us: 

 Engagement partner, Brian Hemmerle: Brian.Hemmerle@bakertilly.com or +1 480 752 4307

 Senior, Marissa Anderson: Marissa.Anderson@bakertilly.com or +1 480 752 4331

Sincerely, 

Baker Tilly US, LLP 

Brian Hemmerle, Partner 
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Responsibilities 
Our responsibilities 
As your independent auditor, our responsibilities include: 

 Planning and performing the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. Reasonable assurance is a high level of assurance. 

 Assessing the risks of material misstatement of the financial statements, whether due to fraud or 
error. Included in that assessment is a consideration of the Authorities internal control over financial 
reporting. 

 Performing appropriate procedures based upon our risk assessment. 

 Evaluating the appropriateness of the accounting policies used and the reasonableness of significant 
accounting estimates made by management. 

 Forming and expressing an opinion based on our audit about whether the financial statements 
prepared by management, with the oversight of those charged with governance:  

 Are free from material misstatement 

 Present fairly, in all material respects and in accordance with accounting principles generally 
accepted in the United States of America 

 Performing tests related to compliance with certain provisions of laws, regulations, contracts and 
grants, as required by Government Auditing Standards 

 Our audit does not relieve management or those charged with governance of their responsibilities. 

 

We are also required to communicate significant matters related to our audit that are relevant to the 
responsibilities of those charged with governance, including:  

 Internal control matters 

 Qualitative aspects of the Authorities accounting practice including policies, accounting estimates and 
financial statement disclosures 

 Significant unusual transactions 

 Significant difficulties encountered 

 Disagreements with management 

 Circumstances that affect the form and content of the auditors’ report and key audit matters 

 Audit consultations outside the engagement team 

 Corrected and uncorrected misstatements 

 Other audit findings or issues 
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Audit status 
Significant changes to the audit plan 
The following describes the changes we made to our planned audit strategy and to the significant risks 
and other areas of emphasis originally identified during our performance of risk assessment procedures, 
and the reasons for such changes.  

Prior to final fieldwork for the fiscal year 2023 audit, the audit team was notified by management that 
fraud had occurred within the organization. Additional procedures and testing were added to the audit 
plan as detailed below. 

Audit approach and results 
Planned scope and timing 

Audit focus 

Based on our understanding of the Authority and environment in which you operate, we focused our audit 
on the following key areas: 

 Key transaction cycles 

 Areas with significant estimates 

 Implementation of new accounting standards 

 Fraud having occurred with an off books Paypal cash account 

 

Our areas of audit focus were informed by, among other things, our assessment of materiality. Materiality 
in the context of our audit was determined based on specific qualitative and quantitative factors combined 
with our expectations about the Authorities current year results. 
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Key areas of focus and significant findings 

Significant risks of material misstatement 

A significant risk is an identified and assessed risk of material misstatement that, in the auditor’s 
professional judgment, requires special audit consideration. Within our audit, we focused on the following 
areas below. 

Significant risk areas Testing approach Conclusion 

Management override of 
controls 

Incorporate unpredictability into 
audit procedures, emphasize 
professional skepticism and 
utilize audit team with industry 
expertise 

Procedures identified provided 
sufficient evidence for our audit 
opinion 

Improper revenue recognition 
due to fraud 

Confirmation or validation of 
certain revenues supplemented 
with detailed predictive analytics 
based on non-financial data and 
substantive testing of related 
receivables 

Procedures identified provided 
sufficient evidence for our audit 
opinion 

Fraud with an off books Paypall 
cash account 

Performed a test of all 
disbursements out of the 
effected Paypal account since 
July 2020. 
Performed a search for potential 
ghost vendors and related 
parties being paid. 
Performed an analytical test for 
fraudulent transactions known as 
Benford’s Analysis. 
Performed a search for 
additional payments made to any 
addresses owned by the 
perpetrator of the fraud. 

Procedures identified provided 
sufficient evidence for our audit 
opinion.  No additional material 
fraud was discovered as a result 
of our testing.  One transaction 
with hp.com for roughly $500 
was discovered and 
subsequently added to the total 
fraud amount stolen. 

   

 

Other areas of emphasis 

We also focused on other areas that did not meet the definition of a significant risk, but were determined 
to require specific awareness and a unique audit response.  

Other areas of emphasis   

Cash Revenues and receivables General disbursements 

Capital assets Pension and OPEB assets 
and liabilities 

Financial reporting and required 
disclosures 
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Internal control matters 
We considered the Authorities internal control over financial reporting as a basis for designing our audit 
procedures for the purpose of expressing an opinion on the financial statements. We are not expressing 
an opinion on the effectiveness of the Authority 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. 

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 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 identified three material weaknesses that we 
have provided as part of our Report on Internal Control Over Financial Reporting and on Compliance and 
Other Matters Based on an Audit of Financial Statements Performed in Accordance with Government 
Auditing Standards.  The detail of each material weakness and management’s corrective action can be 
found with that report.  Governance may also find the following information regarding the material 
weaknesses appropriate in assessing the results of the audit.  
 
 Inadequate segregation of duties 

A properly designed system of internal control includes adequate staffing as well as policies and 
procedures to properly segregate duties. This includes systems that are designed to limit the access 
or control of any one individual to your government’s assets or accounting records, and to achieve a 
higher likelihood that errors or irregularities in your accounting processes would be discovered by 
your staff in a timely manner.  
 
At this time, due to staffing and financial limitations, the proper internal controls are not in place to 
achieve adequate segregation of duties. As a result, errors, irregularities or fraud could occur as part 
of the financial reporting process that may not be discovered by someone in your organization. 
Therefore, we are reporting a material weakness related to the internal control environment.  

 
We recommend that a designated employee review the segregation of duties, risks, and these potential 
controls and determine whether additional controls should be implemented. This determination should 
take into consideration a cost / benefit analysis.  

 

Properly designed systems of internal control provide your organization with the ability to process and 
record accurate monthly and year-end transactions and annual financial reports. 
 
Our audit includes a review and evaluation of the internal controls relating to financial reporting. Common 
attributes of a properly designed system of internal control for financial reporting are as follows: 
 

 There is adequate staffing to prepare financial reports throughout the year and at year-end. 

 Material misstatements are identified and corrected during the normal course of duties. 

 Complete and accurate financial statements, including footnotes, are prepared. 

 Financial reports are independently reviewed for completeness and accuracy. 

 
Our evaluation of the internal controls over financial reporting has identified control deficiencies that are 
considered material weakness surrounding the preparation of financial statements and footnotes, 
adjusting journal entries identified by the auditors, and an independent review of financial reports.  



 
 

 
© 2023 Baker Tilly US, LLP  Page | 7 

Management has not prepared financial statements that are in conformity with generally accepted 
accounting principles. In addition, material misstatements in the general ledger were identified during the 
financial audit.  

 
 Inadequate Segregation of Duties- Unrecognized Cash Account 

 Prior Period Adjustment- Circumventing Controls 

 Physical Safeguard of Check Signing Machine Key 

  



 
 

 
© 2023 Baker Tilly US, LLP  Page | 8 

Required communications 

Qualitative aspect of accounting practices 

 Accounting policies: Management is responsible for the selection and use of appropriate accounting 
policies. In accordance with the terms of our engagement letter, we have advised management about 
the appropriateness of accounting policies and their application. The significant accounting policies 
used by the Authority are described in Note 1 to the financial statements. As described in Note 1, the 
Authority changed accounting policies related to implementation of GASB Standard by adopting 
GASB Statement No. 96, Subscription-Based Information Technology Arrangements, in 2023. 
Accordingly, the accounting change has been retrospectively applied to the prior period presented. 
We noted no transactions entered into by the Authority  during the year for which accounting policies 
are controversial or for which there is a lack of authoritative guidance or consensus or diversity in 
practice. 
 

 Accounting estimates: Accounting estimates, including fair value estimates, are an integral part of the 
financial statements prepared by management and are based on management's knowledge and 
experience about past and current events and assumptions about future events. Certain accounting 
estimates are particularly sensitive because of their significance to the financial statements, the 
degree of subjectivity involved in their development and because of the possibility that future events 
affecting them may differ significantly from those expected. The following estimates are of most 
significance to the financial statements: 

 

Estimate Management’s process to 
determine  

Baker Tilly’s conclusions 
regarding reasonableness 

Net pension liability and 
related deferrals 

Evaluation of information 
provided by the Arizona 
Retirement System 

Reasonable in relation to the 
financial statements as a whole 

Net OPEB liability and 
related deferrals 

Key assumptions set by 
management with the 
assistance of a third party 
actuary 

Reasonable in relation to the 
financial statements as a whole 

Depreciation/Amortization Evaluate estimated useful life 
of the asset and original 
acquisition value 

Reasonable in relation to the 
financial statements as a whole 

Leased assets and 
receivables 

Evaluation of leases by 
management and incremental 
borrowing rate used for present 
value calculation 

Reasonable in relation to the 
financial statements as a whole 

Subscription 
assets/liabilities 

Evaluation of subscriptions by 
management and incremental 
borrowing rate used for present 
value calculation 

Reasonable in relation to the 
financial statements as a whole 
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There have been no significant changes made by management to either the processes used to 
develop the particularly sensitive accounting estimates, or to the significant assumptions used to 
develop the estimates, noted above.  

 

 Financial statement disclosures: The disclosures in the financial statements are neutral, 
consistent and clear. 

 

Significant unusual transactions 

Management and Baker Tilly agree that two unusual transactions warranted the use of a special item as 
defined by Government Accounting Standards.  Both items are related to the fraud discovered 
subsequent to year end.  A restitution revenue and misappropriation expense were reported and offset 
each other on the Statement of Activities. 

Significant difficulties encountered during the audit 

We encountered no significant difficulties in dealing with management and completing our audit.  

Disagreements with management 

Professional standards define a disagreement with management as a matter, whether or not resolved to 
our satisfaction, concerning a financial accounting, reporting, or auditing matter that could be significant to 
the basic financial statements or the auditors' report. We are pleased to report that no such 
disagreements arose during the course of our audit.  

Audit report and key audit matters 

There have been no material departures from the auditors’ standard report.  

Audit consultations outside the engagement team  

We made informal consultations with other audit partners within Baker Tilly regarding the fraud matters 
discussed.  

Uncorrected misstatements and corrected misstatements 

Professional standards require us to accumulate misstatements identified during the audit, other than 
those that are clearly trivial and to communicate accumulated misstatements to management. 
Management is in agreement with the misstatements we have identified, and they have been corrected in 
the financial statements. The schedule within the  attachments summarizes the material corrected 
misstatements, that, in our judgment, may not have been detected except through our auditing 
procedures. The internal control matters section of this report describes the effects on the financial 
reporting process indicated by the corrected misstatements, other than those that we consider to be of a 
lesser magnitude than significant deficiencies and material weaknesses. 

Other audit findings or issues 

We noted petty cash accounts held by the Authority are currently not reported on the Authorities balance 
sheet.  Although trivial to the audited financial statements, we recommend the Authority begin recording 
those petty cash accounts and their activity on the authorities balance sheet. 

We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the Authorities auditors. However, these 
discussions occurred in the normal course of our professional relationship and our responses were not a 
condition to our retention.  
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Management’s consultations with other accountants 

In some cases, management may decide to consult with other accountants about auditing and accounting 
matters. Management informed us about their use of an outside CPA, Steven Crandall, for consulting 
regarding accounting matters in review of their financial statements in order to provide more input into the 
statements as a whole.  Our opinions are not modified as a result of this consultation. 

Written communications between management and Baker Tilly 

The attachments include copies of other material written communications, including a copy of the 
management representation letter. 

Compliance with laws and regulations 

We did not identify any non-compliance with laws and regulations during our audit.  

Fraud 

Subsequent to year end June 30, 2023 but prior to our final fieldwork for the fiscal year 2023 audit, the 
audit team was notified by management that fraud was identified within the organization. Additional 
procedures and testing was added to the audit plan.  A full description of the fraud has been documented 
and reported in Notes 9 and 10 of the financial statements, the material weaknesses reported in the 
Government Auditing Standards report and management’s corrective action plan. 

Going concern 

Pursuant to professional standards, we are required to communicate to you, when applicable, certain 
matters relating to our evaluation of the Authorities ability to continue as a going concern for a reasonable 
period of time but no less than 12 months from the date of the financial statements, including the effects 
on the financial statements and the adequacy of the related disclosures, and the effects on the auditor's 
report. No such matters or conditions have come to our attention during our engagement.  

Independence 

We are not aware of any relationships between Baker Tilly and the Authority that, in our professional 
judgment, may reasonably be thought to bear on our independence. 

Related parties 

We did not have any significant findings or issues arise during the audit in connection with the Authorities 
related parties.  

Other matters 

We applied certain limited procedures to the required supplementary information (RSI) that supplements 
the basic financial statements. Our procedures consisted of inquiries of management regarding the 
methods of preparing the information and comparing the information for consistency with management’s 
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our 
audit of the basic financial statements. We did not audit the RSI and do not express an opinion or provide 
any assurance on the RSI. 
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We were engaged to report on the supplementary information which accompanies the financial 
statements but is not RSI. With respect to the supplementary information, we made certain inquiries of 
management and evaluated the form, content, and methods of preparing the information to determine 
that the information complies with the method of preparing it has not changed from the prior period, and 
the information is appropriate and complete in relation to our audit of the financial statements. We 
compared and reconciled the supplementary information to the underlying accounting records used to 
prepare the financial statements or to the financial statements themselves. 

Management has prepared a corrective action plan that accompanies the material weaknesses reported 
in the financial statements.  Baker Tilly has provided no assurance with regard to management’s 
corrective action plan or responses to those findings. 

Nonattest services 

The following nonattest services were provided by Baker Tilly: 

 Financial statement preparation 

 Adjusting journal entries 

 

In addition, we prepared GASB No. 34 conversion entries which are summarized in the “Reconciliation of 
the Balance Sheet of Governmental Funds to the Statement of Net Position” and the “Reconciliation of 
the Statement of Revenues, Expenditures, and Changes in Fund Balances of Governmental Funds to the 
Statement of Activities” in the financial statements. 

None of these nonattest services constitute an audit under generally accepted auditing standards, 
including Government Auditing Standards. 

 

Audit committee resources 
Visit our resource page for regulatory updates, trending challenges and opportunities in your industry and 
other timely updates.  

Visit the resource page at https://www.bakertilly.com/insights/audit-committee-resource-page. 

 
















