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To the City Council
City of Stoughton
Stoughton, Wisconsin

In planning and performing our audit of the financial statements of the City of Stoughton as of and
for the year ended December 31, 2008, in accordance with auditing standards generally accepted
in the United States of America, we considered its internal control over financial reporting (internal
control) as a basis for designing our auditing procedures for the purpose of expressing our opinion
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of its internal control. Accordingly, we do not express an opinion on the effectiveness of its
internal control.

Our consideration of the city’s internal control was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control that we consider to be material weaknesses.

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process,
or report financial data reliably in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the entity's financial statements
that is more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control. We believe that the following
deficiencies constitute material weaknesses:

e Internal Control over Financial Reporting
e Internal Accounting Controls

This communication is intended solely for the information and use of the city council and
management and is not intended to be, and should not be, used by anyone other than the

' Vichow, Duause +Conony, L

Madison, Wisconsin
April 14, 2009

Virchow, Krause & Company, LLP
Certified Public Accountants & Consultants ¢ An Independent Member of Baker Tilly International



MATERIAL WEAKNESS — INTERNAL CONTROL OVER FINANCIAL REPORTING

As we reported to you last year, we are required to communicate to you about your internal
controls. In theory, a properly designed system of internal control staffed with enough people with
sufficient training would provide your organization with the ability to not only process and record
monthly transactions, but also to prepare a complete set of annual financial statements.

The definition of a material weakness in internal controf includes consideration of the year end
financial reporting process. To avoid the auditor reporting a material weakness in internal control,
your system of controls would need to be able to accomplish the following:

1. Present the books and records to the auditor in such a condition that the auditor is not
able to identify any material journal entries as a result of our audit procedures. This is very
rare for most of our clients.

2. Be capable of preparing a complete set of year end financial statements for the auditor to
test. This includes drafting the individual fund statements, making conversion entries,
drafting the government-wide statements, and preparing footnote disclosures. Your staff
would need to be capable of presenting the auditor with a set of complete financial
statements in such a condition that the auditor is not able to identify any material changes
as a result of the audit. Currently, most of our governmental clients have us prepare the
financial statement document.

To accomplish such a high level of internal control over financial reporting is a difficult task for
most governments. Many large organizations, such as SEC companies, have been required by law
to prepare their own statements for years, and are staffed appropriately to do so. Most
governments operate with only enough staff to process monthly transactions and reports, and so
rely on us to prepare certain year end audit entries and handle the year end financial reporting.
Under the new auditing standards, we must, therefore, inform you that these are material
weaknesses in your internal control.

MATERIAL WEAKNESS - INTERNAL ACCOUNTING CONTROLS

As a result of our audit procedures, we are required to communicate to you information on specific
controls that do not exist, or are not documented by the city. Below is a list of potential controls
that should be in place to achieve a higher level of reliability that errors or irregularities in your
processes would be discovered by your staff. Keep in mind that some of these controls may not
be practical due to your staff size or other reasons. However, we are required to communicate
these to you.

CONTROLS OVER ACCOUNTS PAYABLE/DISBURSEMENTS

1. There should be an appropriate system for review and approval of vendors.

2. There should be controls in place surrounding the review and approval of retainages and
encumbrances at year end.

CONTROLS OVER PROPERTY TAXES

1. Bank reconciliations should be performed by someone independent of the tax collection
process.
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MATERIAL WEAKNESS — INTERNAL ACCOUNTING CONTROLS (cont.)

CONTROLS OVER FINANCIAL REPORTING

1. Client-prepared annual financial statements, including fund financial statements and
government-wide financial statements, should be prepared and reviewed by a responsible

party.
2. GASB 34 conversion entries and supporting documentation should be prepared by the city
and reviewed and approved by an appropriate person who is not the original preparer.

3. A financial statement disclosure checklist or similar tool should be utilized by the
government to ensure the completeness of the statements in accordance with GASB
reporting requirements.

4. Controls should exist for the identification and review of necessary financial reporting
disclosures, such as commitments and contingencies, related party transactions, and
subsequent events.

INFORMATION TECHNOLOGY CONTROLS

As part of our audit, we evaluated the information technology controls as they relate to financially
significant applications. Our procedures primarily focused on documenting and evaluating general
computer controls, including: .

s Logical access to data and applications
¢ Change and incident management

e Systems development and deployment
¢ Data backup and recovery

The following points contain suggestions for strengthening internal controls in these areas.

e The city should require new users to reset their passwords on the first login, force
passwords to expire regularly, and create standard policies and procedures to authenticate
users to systems and maintain password effectiveness. Best practices suggest that
passwords should be changed every 45 days, require a minimum of six characters, and
not allow reuse of recent passwords.

e Access rights for the network and critical applications should be reviewed at least once a
year by management to ensure users don't have access beyond their job responsibilities.

* Currently, your server is located in its own area where most city employees have access.
Ideally, physical access to the server should be restricted to only those people who must
have access to it.

* The city's present software system lacks certain security features that, if operated
improperly, would not allow for the identification of changes made to financial data after
the original entry of such data. This is a situation that exists in many database software
packages, including Microsoft Office Access, which is the basis for your software. Many of
the system users may not possess the technical knowledge to operate the system in a
manner that would impair the system’s control integrity. However, it is possible that some
users may possess the knowledge to circumvent the system’s controls. Therefore, it is our
judgment that there is more than a remote possibility that an error could occur in amounts
that are more than insignificant, and your controls would not detect them. Accordingly, we
are required to communicate this fact to you.
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MATERIAL WEAKNESS ~ INTERNAL ACCOUNTING CONTROLS (cont.)

INFORMATION TECHNOLOGY CONTROLS (cont.)

Because this is all relatively new information, a next step might be to have a designated person in
your organization review these potential controls and make a suggestion on your community’s
ability and cost (including time) to implement some or all of them. We can assist with that process.

CURRENT YEAR POINT

COLLATERAL FOR BANK DEPOSITS

Governmental Accounting Standards Board (GASB) Statement No. 40 requires disclosures about
various risks associated with the city’s deposits and investments. These disclosures can be found
in Note IV.A of the 2008 financial statements.

One of the required disclosures is custodial credit risk. Custodial credit risk is the risk that in the
event of a financial institution failure, the city’'s deposits may not be returned. To address this
risk, the city has collateral agreements with its primary bank to cover deposits in excess of the
FDIC limits. However, as of December 31, 2008, $10,694,035 of the city's total deposits and
investments of $27,015,068 was exposed to custodial credit risk because the collateral was
insufficient to cover all city deposits. In addition, the current collateral agreement in place with the
city's primary bank allows for the collateral to be held in the trust department of this bank. GASB
No. 40 states that this type of custodial arrangement exposes the city to greater risk than if the
collateral was held by an independent third party custodian.

We recommend that the city evaluate its current collateral situtation to determine if adjustments
are desired.

INFORMATIONAL POINTS

Two WAY COMMUNICATION REGARDING YOUR AUDIT

As part of our audit of your financial statements, we are providing communications to you
throughout the audit process. Auditing requirements provide for two-way communication and are
important in assisting the auditor and you with more information relevant to the audit.

As this past audit is concluded, we use what we have learned to begin the planning process for
next year's audit. It is important that you understand the following points about the scope and
timing of our next audit:

a. We address the significant risks of material misstatement, whether due to fraud or error,
through our detailed audit procedures.

b. We will obtain an understanding of the five components of internal control sufficient to
assess the risk of material misstatement of the financial statements whether due to error
or fraud, and to design the nature, timing, and extent of further audit procedures. We will
obtain a sufficient understanding by performing risk assessment procedures to evaluate
the design of controls relevant to an audit of financial statements and to determine
whether they have been implemented. We will use such knowledge to:

¢ Identify types of potential misstatements.
+ Consider factors that affect the risks of material misstatement.
* Design tests of controls, when applicable, and substantive procedures.
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INFORMATIONAL POINTS (cont.)

Two WAY COMMUNICATION REGARDING YOUR AUDIT (cont.)

We will not express an opinion on the effectiveness of internal control over financial
reporting or compliance with laws, regulations, and provisions of contracts or grant
programs. For audits done in accordance with Government Auditing Standards, our report
will contain the following restriction: “This report is intended solely for the information and
use of the client’'s management, others within the city federal and state awarding agencies
and pass-through entities and is not intended to be, and should not be, used by anyone
other than these specified parties.”

c. The concept of materiality recognizes that some matters, either individually or in the
aggregate, are important for fair presentation of financial statements in conformity with
generally accepted accounting principles while other matters are not important. In
performing the audit, we are concerned with matters that, either individually or in the
aggregate, could be material to the financial statements. Our responsibility is to plan and
perform the audit to obtain reasonable assurance that material misstatements, whether
caused by errors or fraud, are detected.

We are very interested in your views regarding certain matters. Those matters are listed here:

a. We typically will communicate with your top level of management unless you tell us
otherwise.

b. We understand that the city council has the responsibility to oversee the strategic direction
of your organization, as well as the overall accountability of the entity. Management has
the responsibility for achieving the objectives of the entity.

c. We need to know your views about your organization’s objectives and strategies, and the
related business risks that may result in material misstatements.

d. Which matters do you consider warrant particular attention during the audit, and are there
any areas where you request additional procedures to be undertaken?

e. Have you had any significant communications with regulators?

f. Are there other matters that you believe are relevant to the audit of the financial
statements?

Also, is there anything that we need to know about the attitudes, awareness, and actions of the
city concerning:

a. The city's internal control and its importance in the entity, including how those charged
with governance oversee the effectiveness of internal control?
b. The detection or the possibility of fraud?

We also need to know if you have taken actions in response to developments in financial
reporting, laws, accounting standards, governance practices, or other related matters, or in
response to previous communications with us.

With regard to the timing of our audit, here is some general information. if necessary, we may do
preliminary audit work during the months of October-December, and sometimes early January.
Our final fieldwork is scheduled during the spring to best coincide with your readiness and report
deadlines. After fieldwork, we wrap up our audit procedures at our office and may issue drafts of
our report for your review. Final copies of our report and other communications are issued after
approval by your staff. This is typically 6-12 weeks after final fieldwork, but may vary depending on
a number of factors.
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INFORMATIONAL POINTS (cont.)

Two WAY COMMUNICATION REGARDING YOUR AUDIT (cont.)

Keep in mind that while this communication may assist us with planning the scope and timing of
the audit, it does not change the auditor's sole responsibility to determine the overall audit
strategy and the audit plan, including the nature, timing, and extent of procedures necessary to
obtain sufficient appropriate audit evidence.

We realize that you may have questions on what this all means, or wish to provide other feedback.
We welcome the opportunity to hear from you.

GASB No. 51: ACCOUNTING AND FINANCIAL REPORTING FOR INTANGIBLE ASSETS

Governments posséss many different types of assets that may be considered intangible assets,
including easements, water rights, timber rights, patents, trademarks, and computer software
(purchased or internally written).

Statement No. 51 requires that all intangible assets be classified as capital assets (except for a
few minor exclusions). Accordingly, existing authoritative guidance related to the accounting and
financial reporting for capital assets should be applied to intangible assets, as applicable.

That means that you should treat costs incurred for intangible assets the same as you would treat
costs incurred for other capital assets like a truck or building. Intangible assets will be written off
over their useful life (using amortization).

You are also required to implement the new rules retroactively. That means if you have intangible
assets that were acquired in previous years, you will need to go back and determine those costs
so that you can record the asset and amortization currently. Assets with indefinite useful lives
(such as easements) and internally generated software are exempt from the retroactive
calculation.

These new rules are effective for your year ending December 31, 2010. We can assist you with
the details of the accounting aspects of this requirement at the appropriate time.

GASB No. 54: FUND BALANCE REPORTING

The Governmental Accounting Standards Board (GASB) has issued Statement No. 54, which
changes governmental financial reporting. These changes will affect your financial statements in
the future, primarily the governmental fund balance sheet presentation. The major change is to
the terminology used for fund balance reporting. Reserved, unreserved, and designated terms are
all being replaced with nonspendable, restricted, committed, assigned, and unassigned terms and
definitions.

The GASB made these changes to fund balance reporting to make it easier for the reader of
financial statements to determine the various levels of restrictions that may exist for the future use
of fund balance. In addition to the new method for displaying fund balances, the Statement also
clarifies the definitions of the various governmental fund types. The final standard for these
changes was issued in February 2009. The changes are effective for the city in 2011.
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PRIOR YEAR POINT

VENDOR APPROVAL PROCEDURES

Unauthorized vendor disbursements is an area of increased focus in the internal control
environment in recent years. During the course of the city's audit, we reviewed the procedures in
place for adding new vendors to the payables process. Based on this review, we have the
following recommendations:

1. Before a new vendor is added to the accounting system, the accounts payable clerk
should do a check that the vendor is a legitimate business. This could be done by
locating the business in a phone book, verifying the business’ existence through a
phone call, or any other reasonable method of gaining comfort in the legitimacy of the
entity.

2. The finance director or his designated employee should periodically review a list of
vendors added to the accounting system.

Implementing these procedures will increase controls surrounding the disbursement process
and reduce the likelihood that a payment is processed to a fictitious vendor.

Status (12/31/08)
The city is currently considering implementing a new purchasing policy that would require

purchases to be made through purchasing cards. Purchases on the purchasing cards could be
made only from a list of vendors approved by department heads.

REQUIRED COMMUNICATIONS WITH AUDIT COMMITTEE OR ITS EQUIVALENT

Professional standards require that we provide you with the following information related to our
audit.

QOUR RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED
IN THE UNITED STATES OF AMERICA

The objective of a financial statement audit is the expression of an opinion on the financial
statements. We conducted the audit in accordance with auditing standards generally accepted in
the United States of America. These standards require that we plan and perform our audit to
obtain reasonable, rather than absolute, assurance about whether the financial statements
prepared by management with your oversight are free of material misstatement, whether caused
by error or fraud. Our audit included examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. Our
audit does not relieve management or (those charged with governance) of their responsibilities.

As part of the audit we obtained an understanding of the entity and its environment, including
internal control, sufficient to assess the risks of material misstatement of the financial statements
and to design the nature, timing and extent of further audit procedures. The audit was not
designed to provide assurance on internal control or to identify deficiencies in internal control.
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REQUIRED COMMUNICATIONS WITH AUDIT COMMITTEE OR ITS EQUIVALENT (cont.)

OTHER INFORMATION IN DOCUMENTS CONTAINING AUDITED FINANCIAL STATEMENTS

Our responsibility does not extend beyond the audited financial statements identified in this report.
We do not have any obligation to and have not performed any procedures to corroborate other
information contained in client prepared documents, such as official statements related to debt
issues.

PLANNED SCOPE AND TIMING OF THE AUDIT

We performed the audit according to the planned scope and timing previously communicated to
you in our management letter about planning matters dated April 10, 2008, and our meeting with
the finance committee and council on April 22, 2008,

QUALITATIVE ASPECTS OF THE ENTITY’S SIGNIFICANT ACCOUNTING PRACTICES

Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies. In
accordance with the terms of our engagement letter, we will advise management about the
appropriateness of accounting policies and their application. The significant accounting policies
used by the City of Stoughton are described in Note 1 to the financial statements. No new
accounting policies were adopted and the application of existing policies was not changed during
2008. We noted no transactions entered into by the City of Stoughton during the year that were
both significant and unusual, and of which, under professional standards, we are required to
inform you, or transactions for which there is a lack of authoritative guidance or consensus.

Accounting Estimates

Accounting 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 and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimates affecting
the financial statements was the allowance related to uncollectible EMS receivables.

Management's estimate of the allowance for uncollectible EMS receivables is based on
historical collections. We evaluated the key factors and assumptions used to develop
the allowance of uncollectible EMS receivables in determining that it is reasonable in
relation to the financial statements taken as a whole.

Financial Statement Disclosures

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

DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT

We encountered no significant difficulties in dealing with management in performing our audit.
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REQUIRED COMMUNICATIONS WITH AUDIT COMMITTEE OR ITS EQUIVALENT (cont.)

AUDIT ADJUSTMENTS

Professional standards require us to accumulate all known and likely misstatement identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management.

For purposes of this letter, professional standards define an audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except
through our auditing procedures. An audit adjustment may or may not indicate matters that could
have a significant effect on the City of Stoughton’s financial reporting process. Matters underlying
adjustments proposed by the auditor could potentially cause future financial statements to be
materially misstated.

All audit and bookkeeping adjustments we prepared were included in your financial statements.
Copies of these adjustments are available from management.

The following audit adjustments, in our judgment, indicate matters that could have a significant
effect on the City of Stoughton’s financial reporting process:

Amount
Adjustments cash and investments $ 496,793
Adjustments to taxes receivable 479,501
Adjustments to accounts receivable 141,581
Adjustments to allowance for uncollectible accounts 59,364
Adjustments to interfunds 30,584
Adjustments to deferred revenue 139,661

DISAGREEMENTS WITH MANAGEMENT

For purposes of this letter, 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 financial statements or the auditor’'s report. We are
pleased to report that no such disagreements arose during the course of our audit.

CONSULTATIONS WITH OTHER INDEPENDENT ACCOUNTANTS

In some cases, management may decide to consult with other accountants about auditing and
accounting matters. If a consultation involves application of an accounting principle to the
governmental unit’s financial statements or a determination of the type of auditors’ opinion that
may be expressed on those statements, our professional standards require the consulting
accountant to check with us to determine that the consultant has all the relevant facts. To our
knowledge, there were no such consultations with other accountants.

MANAGEMENT REPRESENTATIONS

We have requested certain representations from management that are included in the
management representation letter. This letter is attached.
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REQUIRED COMMUNICATIONS WITH AUDIT COMMITTEE OR ITS EQUIVALENT (cont.)

INDEPENDENCE

We are not aware of any relationships between Virchow, Krause & Company, LLP and the
Company that, in our professional judgment, may reasonably be thought to bear on our
independence.

Relating to our audit of the financial statements of for the year ended December 31, 2008,
Virchow, Krause & Company, LLP hereby confirms in accordance with the Code of Professional
Conduct issued by the American Institute of Certified Public Accountants, that we are, in our
professional judgment, independent with respect to the City of Stoughton and provided no
services to the City of Stoughton other than audit services provided in connection with the audit of
the current year’s financial statements and nonaudit services which, in our judgment, do not
impair our independence including:

Civic Systems Software

Financial Statement Preparation
Adjusting Journal Entries

Compiled TIF Financial Statements
Compiled Regulatory Reports

OTHER AUDIT FINDINGS OR ISSUES

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 City of Stoughton's
auditors. However, these discussions occurred in the normal course of our professional
relationship and our responses were not a condition to our retention.

CLOSING

In closing, we would like to thank you for allowing us to serve you. We are very interested in the
long-term success of the City of Stoughton and our comments are intended to draw your attention
to issues which need to be addressed for the city to meet its goals and responsibilities.

This letter, by its nature, focuses on improvements and does not comment on the many strong
areas of the city's systems and procedures. The comments and suggestions in this report are not
intended to reflect in any way on the integrity or ability of the personnel of the city. They are made
solely in the interest of establishing sound internal control structure practices and improving the
city's financial operations. The city's staff seemed genuinely concerned about maintaining the
city’s financial reporting system so that informed decisions can be made. They were receptive to
our ideas, comments and suggestions.

We will review the status of these comments during our next audit engagement. We have already

discussed the previous comments and suggestions with various city personnel and we would be
pleased to discuss them with you in further detail.
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CITY OF STOUGHTON
381 East Main Street  Stoughton, WI 53589

(608) 873-6677 www.cl.stoughton.wi.us

April 14, 2009

Virchow, Krause & Company, LLP
Ten Terrace Court

P.0. Box 7398

Madison, WI 53707-7398

Dear Auditors or Virchow, Krause, & Company, LLP:

We are providing this letter in connection with your audit of the financial statements of the City of
Stoughton as of December 31, 2008 and for the year then ended for the purpose of expressing
an opinion as to whether the financial statements present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Stoughton and the respective changes in financial position and cash
flows, where applicable, in conformity with accounting principles generally accepted in the United
States of America. We confirm that we are responsible for the fair presentation of the previously
mentioned financial statements in conformity with accounting principles generally accepted in the
United States of America. We are also responsible for adopting sound accounting policies,
establishing and maintaining internal control, and preventing and detecting fraud.

We confirm, to the best of our knowledge and belief, the following representations made to you
during your audit.

1. The financial statements referred to above are fairly presented in
conformity with accounting principles generally accepted in the United
States of America. We have engaged you to advise us in fulfilling that
responsibility. The financial statements include all properly classified
funds of the oversight unit and all component units required by
accounting principles generally accepted in the United States of America
to be included in the financial reporting entity.



Virchow, Krause & Company, LLP

April 14, 2009
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10.

We have made available to you all -

a. Financial records and related data (and all audit or relevant
monitoring reports, if any, received from funding sources.)

b. Minutes of the meetings of the city council or summaries of actions of
recent meetings for which minutes have not yet been prepared.

There have been no communications from regulatory agencies
concerning noncompliance with, or deficiencies in, financial reporting
practices.

There are no material transactions that have not been properly recorded
in the accounting records underlying the financial.

All known audit and bookkeeping adjustments have been included in our
financial statements, and we are in agreement with those adjustments.

We acknowledge our responsibility for the design and implementation of
programs and controls to prevent and detect fraud.

We have no knowledge of any fraud or suspected fraud affecting the
entity involving:

a. Management,
b. Employees who have significant roles in internal control, or

c. Others where the fraud could have a material effect on the
financial statements.

We have no knowledge of any allegations of fraud or suspected fraud
affecting the entity received in communications from employees, former
employees, analysts, regulators, or others.

We have identified to you any previous financial audits, attestation
engagements, performance audits, or other studies related to the
objectives of this audit being undertaken and the corrective actions taken
to address significant findings and recommendations.

The City of Stoughton has no plans or intentions that may materially
affect the carrying value or classification of assets, liabilities, or fund
equity.



Virchow, Krause & Company, LLP

Aprit 14, 2009
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11.

12.

The following, if any, have been properly recorded or disclosed in the
financial statements:

a. Related party transactions, including revenues,
expenditures/expenses, loans, transfers, leasing arrangements,
and guarantees, and amounts receivable from or payable to
related parties.

b. Guarantees, whether written or oral, under which the
municipality is contingently liable.

c. All accounting estimates that could be material to the financial
statements including the key factors and significant
assumptions underlying those estimates and measurements.
We believe the estimates and measurements are reasonable in
the circumstances, consistently applied, and adequately
disclosed.

We are responsible for compliance with the laws, regulations, and
provisions of contracts and grant agreements applicable to us, including
tax or debt limits and debt contracts; and we have identified and
disclosed to you all laws, regulations and provisions of contracts and
grant agreements that we believe have a direct and material effect on the
determination of financial statement amounts, including legal and
contractual provisions for reporting specific activities in separate funds.



Virchow, Krause & Company, LLP

April 14, 2009
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13. There are no -

14.

15.

16.

17.

a. Violations or possible violations of budget ordinances,
provisions of contracts and grant agreements, laws or
regulations including those pertaining to adopting and amending
budgets, tax or debt limits, and any related debt covenants
whose effects should be considered for disclosure in the
financial statements or as a basis for recording a loss
contingency, or for reporting on noncompliance.

b. Unasserted claims or assessments that our lawyer has advised
us are probable of assertion and must be disclosed in
accordance with Financial Accounting Standards Board (FASB)
Statement No. 5, Accounting for Contingencies.

c. Other liabilities or gain or loss contingencies that are required to
be accrued or disclosed by FASB Statement No. 5.

d. Reservations or designation of fund equity that were not
properly authorized and approved.

The City of Stoughton has satisfactory title to all owned assets, and there
are no liens or encumbrances on such assets nor has any asset been
pledged as collateral.

The city has complied with all aspects of contractual agreements that
would have a material effect on the financial statement in the event of
noncompliance.

The financial statements include all component units as well as joint
ventures with an equity interest, and properly disclose all other joint
ventures and other related organizations.

The financial statements properly classify all funds and activities.



Virchow, Krause & Company, LLP

April 14, 2009
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18.

19.

20.

21.

22.

23.

24.

25.

26.

All funds that meet the quantitative criteria in GASB Statement No. 34
and No. 37 for presentation as major are identified and presented as such
and all other funds that are presented as major are particularly important
to financial statement users.

Net asset components (invested in capital assets, net of related debt;
restricted; and unrestricted) and fund balance reserves and designations
are properly classified and, if applicable, approved.

Provisions for uncollectible receivables have been properly identified and
recorded.

Expenses have been appropriately classified in or allocated to functions
and programs in the statement of activities, and allocations have been
made on a reasonable basis.

Revenues are appropriately classified in the statement of activities within
program revenues, general revenues, contributions to term or permanent
endowments, or contributions to permanent fund principal.

Interfund, internal, and intra-entity activity and balances have been
appropriately classified and reported.

Deposits and investment securities are properly classified as to risk, and
investments are properly valued.

Capital assets, including infrastructure assets, are properly capitalized,
reported, and, if applicable, depreciated.

Required supplementary information (RSI) is measured and presented
within prescribed guidelines.



Virchow, Krause & Company, LLP

April 14, 2009
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27.1n regards to the nonattest services performed by you listed below, we
have 1) made all management decisions and performed all management
functions; 2) designated an individual with suitable skill, knowledge, or
experience to oversee the services; 3) evaluated the adequacy and
results of the services performed, and 4) accepted responsibility for the
results of the services.

Financial statement preparation
Adjusting journal entries
Compiled TIF financial statements
Compiled regulatory reports

Civic Systems software
Operations review

000 oW

To the best of our knowledge and belief, no events, including instances of
noncompliance, have occurred subsequent to the balance sheet date and
through the date of this letter that would require adjustment to or disclosure in
the aforementioned financial statements.

Sincerely,

CITY OF STOUGHTON




