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INDEPENDENT AUDITOR'S REPORT 

To Board of Directors of 
Bridge City Volunteer Fire Co. # 1 
Bridge City, Louisiana 

We have audited the accompanying financial statements of Bridge City Volunteer Fire Co. # 1 (a 
Louisiana nonprofit corporation), which comprise the statement of financial position as of December 
31, 2020, and the related statements of activities, functional expenses, and cash flows for the year 
then ended, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due to 
fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements 
are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements. The procedures selected depend on the auditor's judgment, including the 
assessment of the risk of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the financial statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control. Accordingly, we express no such opinion. An audit also 
includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
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UzEE, BUTLER, ARCENEAUX & BOWES 

Opinion 

In our opinion, the financial statements referred to above present fairly, in ail material respects, the 
financial position of Bridge City Volunteer Fire Co. # 1 as of December 31, 2020, and the changes in 
its net assets and its cash flows for the year then ended in accordance with accounting principles 
generally accepted in the United States of America. 

Other Matters 

Other Supplemental Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements that 
collectively comprise the Bridge City Volunteer Fire Company No. 1 's basic financial statements, The 
schedule of compensation, benefits and other payments to agency head or chief executive officer for 
the Bridge City Volunteer Fire Company No. 1 is presented for purposes of additional analysis and 
are not a required part of the basic financial statements. 

The schedule of compensation, benefits, and other payments to agency head or chief executive 
officer for the Bridge City Volunteer Fire Company No. 1 is the responsibility of management and was 
derived from and relate directly to the underlying accounting and other records used to prepare the 
basic financials statements, Such information has been subjected to the auditing procedures applied 
in the audit of the basic financial statements and certain additional procedures, including comparing 
and reconciling such information directly to the underlying accounting and other records used to 
prepare the basic financial statements or to the basic financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United States 
of America. In our opinion, the information is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated April 22, 
2021 on our consideration of Bridge City Voiunteer Fire Company No. 1's internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, grant agreements and other matters. The purpose of that report is to describe the scope of 
our testing of internal control over financial reporting and compliance and the results of that testing, 
and not to provide an opinion on the internal control over financial reporting or on compliance. That 
report is an integral part of an audit performed in accordance with Government Auditing Standards \n 
considering Bridge City Volunteer Fire Company No, 1 's internal control over financial reporting and 
compliance. 

Harvey, Louisiana 
April 22, 2021 
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BRIDGE CITY VOLUNTEER FIRE CO. #1 
STATEMENT OF FINANCIAL POSITION 

DECEMBER 31, 2020 

ASSETS 

CURRENT ASSETS: 
Cash 
Prepaid insurance 

Total current assets 

Property and equipment, net 

Total assets 

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES: 
Accounts payable 
Accrued payables: 

Salaries 
Compensated absences 

Total current liabilities 

$ 1,380,382 
12.695 

1,393,077 

538.571 

1.931.648 

15,854 

8,947 
19.294 

44,095 

NET ASSETS: 
Unrestricted 

Total Liabilities and Net Assets 

1.887.553 

$ 1.931.648 

See accompanying notes to financial statement. 
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BRIDGE CITY VOLUNTEER FIRE CO. #1 
STATEMENT OF ACTIVITIES 

YEAR ENDED DECEMBER 31. 2020 

REVENUES: 
Contract Revenue: 

Fire protection 
Fire insurance premium tax 

Jefferson Parish CARES Funds 
Jefferson Parish • Grant 
Insurance dividend (LWCC) 
Interest income 
Fundraisers 
Reimbursements 
Miscellaneous 

Total revenues 

EXPENSES: 
Program services - firefighting 
Supporting services - management and general 

Total expenses 

762,000 
16.154 

Unrestricted 
Net Assets 

$ 778,154 
203,358 

9,957 
16,415 

4,859 
2,716 

20,099 
20.219 

1.055.777 

880,257 
30.856 

911.113 

INCREASE IN UNRESTRICTED NET ASSETS 

NET ASSETS - Beginning of year 

NET ASSETS-End of year 

144,664 

1.742.889 

£ 1.887 553 

See accompanying notes to financial statements. 
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BRIDGE CITY VOLUNTEER FIRE CO. #1 
STATEMENT OF FUNCTIONAL EXPENSES 

YEAR ENDED DECEMBER 31, 2020 

Program Supporting 
Services Services 

Management 
Firefiohtlna and General Total 

Salaries and wages $ 503,794 $ $ 503,794 
Conventions, conferences and meetings - 69 69 
Depreciation 52,436 - 52,436 
Dues and subscriptions - 147 147 
Fuel 7,215 - 7,215 
Insurance: 

General 31,988 - 31,988 
Group medical, disability and life 130,291 - 130,291 
Worker's compensation 41,018 - 41,018 

Loss on disposal of assets 1,322 - 1,322 
Membership activities - 97 97 
Miscellaneous 2,617 11,796 14,413 
Office expense - 7,522 7,522 
Payroll taxes 44,245 - 44,245 
Pension contributions 2,340 - 2,340 
Professional services - 11,225 11,225 
Repairs and maintenance 29,601 - 29,601 
Supplies 9,278 - 9,278 
Uniforms 2,396 - 2,396 
Utilities and telephone 21.716 - 21.716 

Total $ 880.257 $ 30.856 $ 911.113 

See accompanying notes to financial statements. 
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BRIDGE CITY VOLUNTEER FIRE CO. #1 
STATEMENT OF CASH FLOWS 

YEAR ENDED DECEMBER 31, 2020 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Increase in unrestricted net assets $ 144,664 
Adjustment to reconcile change in net assets 

to net cash provided by operating activities; 
Depreciation 52,436 

Increase in prepaid insurance (488) 
Increase in accounts and other accrued payables 17,318 

Net cash provided by operating activities $ 213,930 

CASH FLOWS FROM INVESTING ACTIVITIES: 
Acquisition of property and equipment (9,510) 
Loss on disposal of assets . 1.322 

Net cash used by investing activities (8.188) 

NET INCREASE IN CASH 205,742 

CASH - Beginning of year 1,174.640 

CASH - End of year $ 1.380.382 

SUPPLEMENTAL DISCLOSURES: 
Interest incurred and paid (none capitalized) $ -Q-
Income tax paid $ -0-

See accompanying notes to financial statements. 
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BRIDGE CITY VOLUNTEER FIRE CO. #1 

NOTES TO FINANCIAL STATEMENTS 
December 31, 2020 

ORGANIZATION 

Bridge City Volunteer Fire Co. #1 (the Fire Company) was incorporated under the laws of the State of 
Louisiana on March 15, 1949 to provide fire protection and related services In Jefferson Parish, 
Louisiana in an area comprising part of Fire Protection District No. 7 (a separate entity) of Jefferson 
Parish. The Fire Company has one fire station located in Bridge City, Louisiana and has ten full-time 
paid employees and 15 volunteers. The Fire Company's main source of revenue is a fire protection 
contract with Jefferson Parish which expires September 2, 2024. 

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

1. Basis of Accounting and Financial Statement Presentation 

The financial statements are prepared on the accrual basis of accounting. Revenues are 
recognized when earned and expenses are recognized when incurred. 

The financial statements are presented in accordance with Financial Accounting Standards Board's 
(FASB) Accounting Standards Codification (ASC) 958-205, Financial Statements for Not-for-Profit 
Organizations. Under this Standard, information regarding financial position and activities is reported 
according to three classes of net assets; unrestricted net assets, temporarily restricted net assets, 
and permanently restricted net assets. As of December 31, 2020, the Fire Company had only 
unrestricted net assets. 

The statement of activities presents expenses of the Fire Company's operations functionally 
between program services for firefighting and administrative and general. Those expenses which 
cannot be functionally categorized are allocated between functions based upon management's 
estimate of usage applicable to conducting those functions. 

2. Contributions and Donated Sen/ices 

The Fire Company records contributions received as unrestricted, temporarily restricted, or 
permanently restricted depending on the existence and nature of any donor restrictions. Only 
unrestricted contributions were received in the year ended December 31, 2020, consisting of cash 
and equipment. 

A significant contribution of time is made by unpaid volunteers to accomplish the purpose for which 
the Fire Company was established. The value of this donated service Is not included in the 
accompanying financial statements because it is not susceptible to objective measurement or 
evaluation. 

All members of the Board of Directors serve without compensation for their services. 
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BRIDGE CITY VOLUNTEER FIRE CO. #1 

NOTES TO FINANCIAL STATEMENTS (continued) 
December 31, 2020 

3. Income Tax 

The Fire Company is exempt from income taxes under Internal Revenue Code Section 501 (c)(4) as 
a nonprofit organization and accordingly no provision for income taxes is made in the financial 
statements. 

4. Cash and Cash Eauivaient 

For purposes of the statement of cash flows, the Fire Company has defined cash and cash 
equivalents as cash in banks, money market accounts and certificates of deposit with original 
maturities of three months or less. There were no cash equivalents at December 31, 2020. 

5. Property and Equipment 

Acquisitions of property and equipment in excess of $100 and expenditures for repairs, 
maintenance, renewals, and betterments that materially prolong the useful lives of assets are 
capitalized. Property and equipment required by purchase are stated at acquisition cost, or 
estimated historical cost if acquisition cost is not available, Equipment acquired as contributions are 
recorded at their estimated fair value at the time of acquisition. Property and equipment are 
depreciated using the straight-line method over their estimated useful lives as follows; 

Building and improvements 15-50 years 
Equipment 5-20 years 

6. Estimates 

The preparation of financial statements In conformity with accounting principles generally accepted 
in the United States of America require management to make estimates and assumptions that affect 
certain reported amounts and disclosures. Accordingly, actual results could differ from those 
estimates. 

B. CASH 

At December 31,2020, the aggregate carrying amount of the Fire Company's three bank accounts was 
$1,380,382 and the aggregate bank balances were $1,380,701. All of the fire Company's bank accounts 
are in one local bank and are covered by federal depositary insurance of $250,000 and a pledge of 
securities held by a federal bank which had a market value of approximately $1,164,258 at December 
31, 2020. 
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BRIDGE CITY VOLUNTEER FIRE CO. #1 

NOTES TO FINANCIAL STATEMENTS (continued) 
December 31, 2020 

C. PROPERTY AND EQUIPMENT 

The following Is a summary of property and equipment and depreciation activity for the year ended 
December 31, 2020. 

Balance Balance 
1 /1/20 Additions Deletions 12/31/20 

Land $ 100,031 $ -0- $ -0- $ 100,031 
Building and improvements 355,140 -0- -0- 355,140 
Equipment 759.488 9.510 6.302 762,696 

Total S1.214.659 $ 9.510 $ 6.302 $1,217,867 
Less accumulated depreciation: 

Building and improvements 176,426 11,505 -0- 187,931 
Equipment 455.414 40.931 4.980 491,365 

Total 631.840 52.436 4.980 679.296 
Net, property and equipment S 582.819 $ f42.926) $ 1.322 $ .538 571 

Fire trucks and some other assets which are being used by the Fire Company in its operations are not 
Included in the above summary because they were purchased by Jefferson Parish with bond money and 
belong to the Parish. 

D. RETIREMENT PLAN 

In April 1997, the Fire Company adopted a SIMPLE IRA Retirement Plan for its employees. The plan is a 
defined contribution salary reduction plan. Under the Plan, the Fire Company matches the employees' 
salary contributions to the plan up to a limit of 3% of the employees' compensation for the year. The 
maximum annual contribution by the employee for 2020 was $11,500 plus an additional catch-up 
contribution of $2,500 for those at least age 50. For 2020 the employees' total contributions were $5,000 
and the Fire Company's matched contributions were $2,340. 

E. FIRE PROTECTION CONTRACT 

Substantially all of the Fire company's support is derived from funds provided by Jefferson Parish. Under 
the contract with Jefferson Parish, the Fire Company receives one-fifth of the net proceeds of the 
property tax levied annually by Fire Protection District No, 7. The Fire Company also receives from the 
Parish one-fifth of the 2% fire insurance premium tax which the Parish receives from the State of 
Louisiana for Fire Protection District No. 7. 
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BRIDGE CITY VOLUNTEER FIRE CO. #1 

NOTES TO FINANCIAL STATEMENTS (continued) 
December 31,2020 

F. CONCENTRATION OF CREDIT RISK 

The Fire Company's income is derived principally from the proceeds of a property tax and other 
funding under a contract with Jefferson Parish to support fire protection and related services. 

G. SUPPLEMENTAL PAY 

The full-time firefighters receive supplemental pay from the State of Louisiana. These payments are 
made directly to the firefighters and do not pass through the Fire Company and are not included In 
the Fire Company's financial statements, except for the employer's share of the social security and 
medicare tax which is borne by the Fire Company. 

H. EVALUATION OF SUBSEQUENT EVENTS 

The Fire Company's management evaluates events occurring subsequent to the date of the financial 
statements to determine the accounting for and disclosure of transactions and events that effect the 
financial statements. Subsequent events have been evaluated through April 22,2021 which is the date 
the financial statements were available to be issued. 
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BRIDGE CITY VOLUNTEER FIRE CO. #1 

Bridge City, Louisiana 

Schedule of Compensation, Benefits, and Other Payments to 
Agency Head or Chief Executive Officer 

For the Year Ended December 31, 2020 

Agency Head Name: Gary Girard 

Purpose 
Salary 
Benefits - insurance 
Benefits - retirement 
Benefits - other (match deferred comp) 
Car allowance 
Vehicle provided by government 
Per diem 
Reimbursements - cell phones, tolls, car rental 
Travel 
Registration fees 
Conference travel 
Continuing professional education fees 
Housing 
Unvouchered expenses 
Meals 

$ 97,413 
2.051 

-0-
-0-
0-
0-
0-
0-
0-
0-
0-
0-
0-
0-
0-
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INDEPENDENT AUDITOR'S 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 

To Board of Directors of 
Bridge City Volunteer Fire Co. #1 
Bridge City, Louisiana 

We have audited, in accordance with the auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards Issued by the Comptroller General of the United States, the financial statements of 
Bridge City Volunteer Fire Co. #1 (a Louisiana nonprofit corporation), which comprise the statement 
of financial position as December 31,2020, and the related statements of activities, and cashflows 
for the year then ended, and the related notes to the financial statements, and have issued our 
report thereon dated April 22, 2021. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Bridge City 
Volunteer Fire Co. #1's internal control over financial reporting to determine the audit procedures 
that are appropriate in the circumstances for the purpose of expressing our cpinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness Bridge City 
Volunteer Fire Co. #Ts internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Bridge City Volunteer Fire Co. #Ts internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management oremployees, 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. A significant deficiency \s 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. 

Our consideration of internal control was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. During our audit we identified a deficiency in internal control 
that we consider to be a material weakness. Also, we identified certain deficiencies in internal 
control that we consider to be significant deficiencies. The findings are described in the 
accompanying schedule. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Bridge City Volunteer Fire Co. #1'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 materiai 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 result of our tests disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 

Purpose of this 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 
organization'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 organization's internal control 
and compliance. 

This report is intended solely for the information and use of management, the Board of Directors and 
the Louisiana Legislative Auditor and is not intended to be and should not be used by anyone other 
than these specified parties. Under Louisiana revised Statute 25.513, this report is distributed by the 
Legislative Auditor as a public document. 

Harvey, Louisiana 
April 22, 2021 
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Bridge City Volunteer Fire Co. #1 
Schedule of Current Year Audit Findings 

Year Ended December 31, 2020 

Summary of Auditor^s Results 

1. Type of audit report issued - Unqualified 

2. Internal control over financial reporting: 

Material weakness identified - Yes, 2020-01 
Significant deficiencies identified - Yes, 2020-02, 2020-03 

3. Noncompliance material to financial statements - none noted 

Financial Statement Findings 

2020-01 Segregation of duties: 

Condition and Criteria 

All financial functions are performed by one employee, the Fire Chief. This employee 
makes all purchases, prepares the payroll, writes all checks, records cash receipts 
and disbursements, makes the bank deposits, reconciles the bank accounts and 
posts the general ledger. To achieve effective internal control, the various duties 
relating to financial matters described above should be segregated so that no one 
person is in compete control. Some control is achieved to a limited extent since dual 
signatures are required on all checks written. This same condition existed in the 
previous year and was Included as a finding in our report for the year ended 
December 31, 2019. 

Cause 

Bridge City Volunteer Fire Co. #1 is a small organization with a limited number of 
employees, mostly firefighters. To cure the deficiency in internal control described 
above would require the employment of additional personnel with the financial ability 
to perform some of the functions described above. This would not be prudent from a 
cost effective standpoint. 

Recommendation 

No corrective action is recommended because the cost benefit does not Justify a 
change. 

Management's Response 

Management agrees with the auditor's recommendation. 
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Bridge City Volunteer Fire Co. #1 
Schedule of Current Year Audit Findings (continued) 

Year Ended December 31, 2020 

2020-02 - Year-End Journal Entries 

Condition and Criteria 

The Fire Company maintains its books on the cash basis of accounting therefore 
journal entries were required as part of the audit for financial statement 
misstatements related to accruals and property and equipment accounts. Generally 
accepted auditing standards now consider year-end adjusting entries prepared by the 
auditor to be a significant deficiency in internal control. 

Cause 

Recently issued Statement on Auditing Standards (SAS) 115 requires that we report 
the above condition as a control deficiency. The SAS does not provide exceptions to 
reporting control deficiencies that are mitigated with non-audit services rendered by 
the auditor or deficiencies for which the remedy would be cost prohibitive or 
otherwise impractical. The Fire Company has relied on its auditor to identify and 
correct such financial statement misstatements. 

Recommendation 

No corrective action is recommended because the cost benefit does not justify a 
change. 

Management's Response 

Management agrees with the auditor's recommendations. 
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Bridge City Volunteer Fire Co. #1 
Schedule of Current Year Audit Findings (continued) 

Year Ended December 31, 2020 

2020-03 - Preparation of Financial Statements 

Condition and Criteria 

The Fire Company does not have any personnel with the technical ability to prepare 
its financial statements In accordance with generally accepted accounting principles. 
As is common in small organizations, the Fire Company has chosen to engage the 
auditor to prepare its annual financial statements. This condition is intentional by 
management, along with the cost effectiveness of acquiring the ability to prepare the 
financial statements in accordance with generally accepted accounting principles. 

Cause 

Recently issued Statement on Auditing Standards (SAS) 115 requires that we report 
the above condition as a control deficiency, The SAS does not provide exceptions to 
reporting deficiencies that are mitigated with non-audit services rendered by the 
auditor or deficiencies for which the remedy would be cost prohibitive or otherwise 
impractical. 

Recommendation 

No corrective action is recommended because the cost benefit does not justify a 
change, 

Management's Response 

Management agrees with auditor's recommendation. 
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Bridge City Volunteer Fire Co. #1 
Schedule of Prior Year Audit Findings 

Year Ended December 31, 2020 

FINANCIAL STATEMENT FINDINGS 

2019-01 Segregation of duties: 

Condition and Criteria 

All financial functions are performed by one employee, the fire Chief. This employee 
makes all purchases, prepares the payroll, writes all checks, records cash receipts 
and disbursements, makes the bank deposits, reconciles the bank accounts and 
posts the general ledger. To achieve effective internal control, the various duties 
relating to financial matters described above should be segregated so that no one 
person is in complete control. Some control is achieved to a limited extent since dual 
signatures are required on all checks written. This same condition existed in the 
previous year and was included as a finding in our report for the year ended 
December 31, 2018. 

Cause 

Bridge City Volunteer Fire Co. #1 is a small organization with a limited number of 
employees, mostly firefighters. To cure the deficiency in internal control described 
above would require the employment of additional personnel with the financial ability 
to perform some of the functions described above. This would not be prudent from a 
cost effective standpoint. 

Recommendation 

No corrective action is recommended because the cost benefit does not justify a 
change. 

Management's Response 

Management agrees with the auditor's recommendation, 
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Bridge City Volunteer Fire Co. #1 
Schedule of Prior Year Audit Findings (continued) 

Year Ended December 31, 2020 

2019-02-Year-End Journal Entries 

Condition and Criteria 

The Fire Company maintains its books on the cash basis of accounting therefore 
journal entries were required as part of the audit for financial statement 
misstatements related to accruals and property and equipment accounts. Generally 
accepted auditing standards now consider year-end adjusting entries prepared by the 
auditor to be a significant deficiency in internal control. 

Cause 

Recently issued Statement on Auditing Standards (SAS) 115 requires that we report 
the above condition as a control deficiency. The SAS does not provide exceptions to 
reporting control deficiencies that are mitigated with non-audit services rendered by 
the auditor or deficiencies for which the remedy would be cost prohibitive or 
otherwise impractical. The Fire Company has relied on its auditor to identify and 
correct such financial statement misstatements. 

Recommendation 

No correotive action is recommended because the cost benefit does not justify a 
change. 

Management's Response 

Management agrees with the auditor's recommendations. 
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Bridge City Volunteer Fire Co. #1 
Schedule of Prior Year Audit Findings (continued) 

Year Ended December 31, 2020 

2019-03 - Preparation of Financial Statements 

Condition and Criteria 

The Fire Company does not have any personnel with the technical ability to prepare 
its financial statements in accordance with generally accepted accounting principles, 
As is common in small organizations, the Fire Company has chosen to engage the 
auditor to prepare its annual financial statements. This condition is intentional by 
management, along with the cost effectiveness of acquiring the ability to prepare the 
financial statements in accordance with generally accepted accounting principles. 

Cause 

Recently issued Statement on Auditing Standards (SAS) 115 requires that we report 
the above condition as a control deficiency. The SAS does not provide exceptions to 
reporting deficiencies that are mitigated with non-audit services rendered by the 
auditor or deficiencies for which the remedy would be cost prohibitive or otherwise 
impractical. 

Recommendation 

No corrective action is recommended because the cost benefit does not justify a 
change. 

Management's Response 

Management agrees with auditor's recommendation. 
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