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Communications Related to the Audit 

Results of financial statement audit
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Results of financial statement audit

• Unqualified “clean” opinion

• Various internal control comments provided

• No scope limitations

• No unresolved audit issues

• Open and effective communication with management
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Audit Adjustments identified during our audit
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Material, corrected audit adjustments

– Adjusting entries to correct cash, investments, and 
investment income 

– Depreciation expense impact relating to assets that 
should have been placed in service in previous years

– Amortization of bond premium/discounts – effective 
interest rate method vs. previous method

– Grant revenue recorded as investment revenue
– Landfill liability calculation errors
– Investment income attributable to prior year recorded in 

current year 
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Material, corrected audit adjustments

– Adjustment to UHC account balance recorded for benefit 
payments

– Customer deposits for real estate adjustments
– Adjustments recorded to increase allowance for doubtful 

accounts for various receivables and reclassification 
entry for bad debt expense

– Reclassification entry to correct current portion 
calculation of accrued compensation absences
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Uncorrected audit adjustments

• The accompanying summary includes audit adjustments which 
were not corrected by management

• Management believes these uncorrected adjustments are 
immaterial to the 2007 financial statements (but will be corrected 
in 2008) and have made formal representations to us regarding 
that fact (we concur with their conclusion)

• Uncorrected adjustments could be potentially material to future 
financial statements
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Deficiencies in internal control over financial 
reporting

• Implementation of Statement of Auditing Standards No. 112, 
redefined evaluation and classification of internal control 
deficiencies

• Material weaknesses (MW) and significant deficiencies (SD) 
include:
– Bank reconciliations (MW)
– Capital assets (MW)
– Amortization of bond premiums and discount (MW)
– Grant revenue reconciliation (SD)
– Landfill liability (SD)
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Deficiencies in internal control over financial 
reporting

• Control deficiencies that are of a lesser magnitude than a significant 
deficiency include the following:
– Investment income
– Other assets – claims deposit
– Customer deposits
– Accounts receivable/allowance
– Capital assets
– Vendor identification
– Access to critical spreadsheets
– IT security

• Status of prior year internal control findings:
• 9 of the 14 recommendations have been implemented
• 5 of the 14 recommendations were in process at end of our audit 

fieldwork
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Overall quality of the City's accounting practices
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Accounting policies

• No new significant accounting policies were adopted by 
the City during fiscal year 2007
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Accounting estimates

• Sensitive accounting estimates
– Management records accruals for their self insurance plans 

based on actuarial assumptions provided to the City.
– An allowance for doubtful receivables is provided based 

upon management's judgment including such factors as 
prior collection history, type of account, and/or nature of 
activity.

– Estimates are made by management in recording the post-
closure liability for the landfill.

– We have performed tests to satisfy ourselves as to the 
reasonableness of the self insurance accruals, allowance 
for receivables and landfill liability.
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Financial statement disclosures

• We have assessed the financial statement footnotes for 
clarity and completeness. 

• Footnote disclosures to the financial statements appear 
overall to be neutral and free from undue management 
bias.
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Other matters related to the financial statement audit
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Other matters related to the audit

• There were no significant difficulties encountered in dealing 
with management related to the audit.

• There were no disagreements with management about    
matters that individually or in the aggregate could be 
significant to the City’s financial statements or the auditor’s 
report.

• No going concern issues were noted.
• We are not aware of management consulting with other   

accountants about auditing or accounting matters.
• We will meet with the Committee on October 13, 2008 to 

discuss the results of the Single Audit (OMB Circular A-133)
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Questions and Answers
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