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Independent Auditor’s Report

The Honorable Mayor and Members of City Council 
City of Decatur, Texas 

Report on the Audit of the Financial Statements  

Opinions

We have audited the financial statements of the governmental activities, the business-type activities, and 
each major fund of the City of Decatur, Texas (City), as of and for the year ended September 30, 2025 and 
the related notes to the financial statements, which collectively comprise the City’s basic financial 
statements as listed in the table of contents. 

In our opinion, the accompanying financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities, the business-type activities, and 
each major fund of the City, as of September 30, 2025, and the respective changes in financial position, 
and, where applicable, cash flows thereof for the year then ended in accordance with accounting principles 
generally accepted in the United States of America. 

Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America (GAAS) and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States (Government Auditing Standards). Our 
responsibilities under those standards are further described in the “Auditor’s Responsibilities for the Audit 
of the Financial Statements” section of our report. We are required to be independent of the City, and to 
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to our 
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for 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. 

In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about the City’s ability to continue as a 
going concern for 12 months beyond the financial statement date, including any currently known information 
that may raise substantial doubt shortly thereafter. 



The Honorable Mayor and Members of City Council 
City of Decatur, Texas 

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes 
our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and 
therefore is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing 
Standards will always detect a material misstatement when it exists. The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are 
considered material if there is a substantial likelihood that, individually or in the aggregate, they would 
influence the judgment made by a reasonable user based on the financial statements. 

In performing an audit in accordance with GAAS and Government Auditing Standards, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, and design and perform audit procedures responsive to those risks. Such procedures 
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial 
statements. 

 Obtain an understanding of internal control relevant to the audit 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 City’s internal control. Accordingly, no such opinion is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about the City’s ability to continue as a going concern for a reasonable 
period of time. 

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters 
that we identified during the audit. 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis, budgetary comparison, pension, and other postemployment benefit information 
be presented to supplement the basic financial statements. Such information is the responsibility of 
management and, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context. We have applied 
certain limited procedures to the required supplementary information in accordance with GAAS, which 
consisted of inquiries of management about 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 do not express an 
opinion or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 



The Honorable Mayor and Members of City Council
City of Decatur, Texas

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 21, 
2026, on our consideration of the City’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements, and other matters.
The purpose of that report is solely 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 effectiveness 
of the City’s internal control over financial reporting or on compliance. That report is an integral part of an 
audit performed in accordance with Government Auditing Standards in considering the City’s internal 
control over financial reporting and compliance.

Dallas, Texas
January 21, 2026
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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 

Independent Auditor’s Report 

The Honorable Mayor and Members of City Council 
City of Decatur, Texas 

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 (Government Auditing Standards), the financial 
statements of the governmental activities, the business-type activities, and each major fund of the City of 
Decatur, Texas (City), as of and for the year ended September 30, 2025, and the related notes to the 
financial statements, which collectively comprise the City’s basic financial statements, and have issued 
our report thereon dated January 2 , 2026.  

Report on Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the City’s 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 the City’s internal control. Accordingly, we do not 
express an opinion on the effectiveness of the City’s internal control. 

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. 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. 

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, and therefore, material weaknesses or significant deficiencies may 
exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies 
in internal control that we consider to be material weaknesses. We identified certain deficiencies in internal 
control, described in the accompanying schedule of findings and responses as items 2025-001 and 2025-
002, that we consider to be significant deficiencies.



The Honorable Mayor and Members of City Council
City of Decatur, Texas

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free from 
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 
financial statements. 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’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the City’s responses 
to the findings identified in our audit and described in the accompanying schedule of findings and 
responses. The City’s responses were not subjected to the other auditing procedures applied in the audit 
of the financial statements, and accordingly, we express no opinion on the responses. 

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 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.

Dallas, Texas
January 21, 2026



City of Decatur, Texas
Schedule of Findings and Responses 
Year Ended September 30, 2025 

Reference 
Number Finding

2025-001 Segregation of Duties

Criteria or Specific Requirement: Management is responsible for establishing and 
maintaining effective internal control over financial reporting. 

Condition: The City’s cash inflow, cash outflow, and payroll transaction cycles are not 
adequately segregated to safeguard the City’s assets, which could result in possible errors or 
irregularities.  During our internal control analysis, we noted several instances where individuals 
had access, recording, and monitoring capabilities within the cash inflow, cash outflow, and 
payroll transaction cycles.

Cause: Duties in these transaction cycles are not adequately segregated to safeguard the City’s 
assets or other compensating controls are insufficient. 

Effect:  Although this concentration of responsibilities may be efficient, misstatements in the 
financial statements or misappropriations of assets due to error or fraud could occur and not be 
prevented or detected in a timely manner. 

Recommendation: Management should evaluate the cost versus the benefits of further 
segregating these duties by hiring additional personnel or shifting certain accounting duties to 
other current employees to assist in implementing additional monitoring or other compensating 
controls. 

Views of Responsible Officials and Planned Corrective Actions:  We understand the 
importance of the segregation of duties as it relates to maintaining internal control. As 
mentioned, the City does have limited personnel in certain areas that creates a lack of 
segregation of duties, but we will try to segregate as resources allow. 



City of Decatur, Texas
Schedule of Findings and Responses 
Year Ended September 30, 2025 (Continued) 

Reference 
Number Finding

2025-002 Year-End Close Process

Criteria or Specific Requirement: Management is responsible for establishing and 
maintaining effective internal control over financial reporting. 

Condition: The City’s year-end closing procedures were not performed accurately, which 
resulted in initial errors in the trial balances and required numerous adjustments (by City and 
auditor).   

Cause: Internal controls and review processes were not in place or were not followed to ensure 
all year-end close related activity was completed timely. 

Effect: Adjustments to various accounts were necessary in order to correct the financial 
statements. 

Recommendation: We suggest that the City develop an accounting policies and procedures 
manual that indicates all items to be completed during the year-end close and the individuals 
responsible for each item.  Year-end procedures need to be developed and implemented to 
ensure account balances are reconciled timely and accurate. 

Views of Responsible Officials and Planned Corrective Actions: We understand the 
importance of the financial reporting process and the City plans to implement controls and 
processes to improve accuracy of financial information. 



City of Decatur, Texas
Summary Schedule of Prior Audit Findings 
Year Ended September 30, 2025 

Reference 
Number Summary of Finding Status

2024-001 Segregation of Duties

Reason for Recurrence and Status of Corrective Action Plan: The City is a 
small municipality with a limited number of personnel within certain areas that 
creates a lack of segregation of duties. However, the City understands the 
importance of segregation of duties as it relates to maintaining internal control. 
The City will continue to work to create sufficient checks and balances to 
minimize any risk

Unresolved – 
See Finding 
2025-001 

2024-002 Year-End Close Process 

Reason for Recurrence and Status of Corrective Action Plan: The City is a 
small municipality with a limited number of personnel within certain areas that 
causes delays and timeliness of year-end close procedures. However, the City 
understands the importance of this process. The City will continue to work to 
create policies and procedures to improve the timeliness and accuracy of 
financial information.  

Unresolved – 
See Finding 
2025-002 




