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Executive summary 
 

July 13, 2022 

 

Utilities Committee and City Council 

Stoughton Utilities 

600 South Fourth Street 
Stoughton, WI 53589 
 
 
We have completed our audit of the financial statements of Stoughton Utilities (the Utilities) for the year 

ended December 31, 2021, and have issued our report thereon dated July 13, 2022. This letter presents 

communications required by our professional standards. 

Your audit should provide you with confidence in your financial statements. The audit was performed 

based on information obtained from meetings with management, data from your systems, knowledge of 

your Utilities’ 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 Stoughton Utilities 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: 

 Jodi Dobson, Partner: Jodi.dobson@bakertilly.com or +1 (608) 240 2469 

 

Sincerely, 

Baker Tilly US, LLP 

 

Jodi L. Dobson, Partner 

 

  

mailto:Jodi.dobson@bakertilly.com
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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 Utilities’ 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 the Utilities Committee:  

 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  

 Our audit does not relieve management or the Utilities Committee of their responsibilities. 

 

We are also required to communicate significant matters related to our audit that are relevant to the 

responsibilities of the Utilities Committee, including:  

 Internal control matters 

 Qualitative aspects of the Utilities’ 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  

 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 

There were no significant changes made to either our planned audit strategy or to the significant risks and 

other areas of emphasis identified during the performance of our risk assessment procedures.  
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Audit approach and results 

Planned scope and timing 

Audit focus 

Based on our understanding of the Utilities’ 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 

 

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 Utilities’ current year results. 

 

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 

 

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 and investments Revenues and receivables General disbursements 

Payroll Pension and OPEB 
liabilities 

Long-term debt 

Capital assets including 
infrastructure 

Net position calculations Financial reporting and required 
disclosures 
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Internal control matters 

We considered the Utilities’ 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 Utilities’ 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 the following deficiencies as 
material weaknesses: 
 
 Financial statement close process 

 

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.  
 
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.  
 
 

Other comments and recommendations 

 The Utilities’ should have a process to monitor routine and non-routine vendors such that they are 

able to record payables within a timely basis after year end. Due to no process currently being in 

place, late adjustments occur leading to additional work for utility staff and increasing audit and 

reporting efforts. This also increases the possibility that costs will not be recorded in the proper 

period resulting in reporting errors.   
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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 Utilities’ are described in Note 1 to the financial statements. As described in Note [1], the 

Utilities changed accounting policies related to postemployment benefits other than pensions by 

adopting GASB statement No. 75 – Accounting and Financial Reporting for Postemployment Benefits 

Other than Pensions in 2021. We noted no transactions entered into by the Utilities’ 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 

Accrued 
compensated 
absences 

Evaluation of hours earned and 
accumulated in accordance with 
employment policies and average 
wage per hour rates 

Reasonable in relation to the 
financial statements as a whole 

Net pension 
liability and 
related deferrals 

Evaluation of information provided 
by the Wisconsin Retirement 
System  

Reasonable in relation to the 
financial statements as a whole 

Fair value of 
ATC investment 

Information provided by and 
confirmed by ATC 

Reasonable in relation to the 
financial statements as a whole 

 

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. 
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Significant unusual transactions 

There have been no significant transactions that are outside the normal course of business for the Utility’ 

or that otherwise appear to be unusual due to their timing, size or nature.  

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 financial statements or the auditors' report. We are pleased to report that no such disagreements 

arose during the course of our audit.  

Audit report  

There have been no departures from the auditors’ standard report 

Audit consultations outside the engagement team  

We encountered no difficult or contentious matters for which we consulted outside of the engagement 

team. 

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 Appendix 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 encountered no other audit findings or issues that require communication at this time.  

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 Utilities’ auditors. However, these 

discussions occurred in the normal course of our professional relationship and our responses were not a 

condition to our retention. 

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 that, and to our knowledge, there were no consultations with other 

accountants regarding auditing or accounting matters. 

Written communications between management and Baker Tilly 

The Appendix includes 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.  
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Fraud 

We did not identify any known or suspected fraud during our audit.  

Going concern 

Pursuant to professional standards, we are required to communicate to you, when applicable, certain 

matters relating to our evaluation of the Utilities’ ability to continue as a going concern for a reasonable 

period of time but no less than 12 months from the date the financial statements are issued or available to 

be issued, 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 Utilities’ 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 Utilites’ 

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. 

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 [accounting principles generally accepted in the United States of 

America or the modified cash basis of accounting], 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. 

 

Nonattest services 

The following nonattest services were provided by Baker Tilly: 

 Financial statement preparation 

 Propose adjusting journal entries 

 

None of these nonattest services constitute an audit under generally accepted auditing standards, 

including Government Auditing Standards. 
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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. 

 

https://www.bakertilly.com/insights/audit-committee-resource-page
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Management representation letter  
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Client service team 
 

Jodi L Dobson, CPA 

Partner 

 

4807 Innovate Ln. 

Madison, WI 53718 

United States 

 

T +1 (608) 240 2469 | Madison 

jodi.dobson@bakertill.com 

 

 

Megan Cahill, CPA 

Manager 

 

4807 Innovate Ln.  

Madison, WI 53718 

United States 

 

T +1 (608) 240 6564 | Madison 
megan.cahill@bakertilly.com 
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Accounting changes relevant to Stoughton 

Utilities  
Future accounting standards update 

GASB 

Statement 

Number 

Description Potentially 

Impacts 

you 

Effective Date  

87 Leases  
 

12/31/22* 

91 Conduit Debt  
 

12/31/22*  

92 Omnibus 2020 
 

12/31/22*  

93 Replacement of Interfund Bank Offered 

Rates 

 12/31/23 

94 Public-Private and Public-Public Partnerships 

and Availability Payment Arrangements 

 12/31/23 

96 Subscription-Based Information Technology 

Arrangements 
 

12/31/22 

97 Certain Component Unit Criteria, and 

Accounting and Financial Reporting for 

Internal Revenue Code Section 457 Deferred 

Compensation Plans 

 12/31/22* 

 

*The statements listed above through Statement No. 93 had their required effective dates postponed by 

one year with the issuance of Statement No. 95, Postponement of Effective Dates of Certain Authoritative 

Guidance, with the exception of Statement No. 87 which was postponed by one and a half years. The 

effective date reflected above is the required revised implementation date.  

Further information on upcoming GASB pronouncements. 

Ready or not – the new lease standard is here! 

GASB’s new single model for lease accounting is effective for next year’s audit (fiscal years ending 
June 30, 2022 and later). This standard requires governments to identify and evaluate contracts that 
convey control of the right to use another entity’s nonfinancial asset for a period of time in an exchange or 
exchange-like transaction. Contracts meeting the criteria for control, term and other items within the 
standard will result in recognizing a right to use asset and lease liability or a receivable and deferred 
inflow of resources. The standard specifies that leases should be recognized and measured using the 
facts and circumstances that exist at the beginning of the period of implementation (or, if applied to earlier 
periods, the beginning of the earliest period restated). 
  

https://www.bakertilly.com/insights/gasb-update-for-public-sector-organizations


© 2021 Baker Tilly US, LLP  Page | 19 

The implementation process can be broken down into a four-step methodology: 
 

 
 
Now is the time to evaluate where your government is in this process and the timeline to complete 
implementation. The third step for lease evaluation, data extraction and review is typically the most time-
consuming step; organizations should begin this process well before year end to ensure adequate lead 
time. A key decision that will need to be made is whether a lease administration software package is 
necessary. Depending on the volume and complexity of your lease activity, spreadsheets may not be 
sufficient to track and calculate all the required information.  
 
We are available to discuss this further and help you develop an action plan. Baker Tilly also has 

complimentary resources available online including: 

 GASB 87 lease identification questionnaire 

 GASB 87 lease assistance tool 

 Variety of GASB 87 podcasts and articles 

 
Access tools and learn more about GASB 87. 

Preparing for the new conduit debt reporting 

Conduit debt includes arrangements where there are three separate parties involved including a third 

party that is obligated for payment, a debt holder or lender and an issuing party which is often a 

government. This standard provides additional criteria for identifying and classifying conduit debt with the 

intent of providing consistency in how the debt is recorded and reported in governmental financial 

statements. The Utility should identify any existing debt arrangements involving third-party obligors and 

evaluate how those arrangements will be reported under the new standard in order to determine the 

potential impact of this standard on future financial reporting. 

Determining if GASB 94 applies for your organization 

GASB 94, Public-Private and Public-Public Partnerships and Availability Payment Arrangements provides 

guidance related to public-private and public-public partnerships (PPP) and availability payment 

arrangements (APA). 

A PPP is an arrangement in which an entity contracts with an operator to provide public services by 

conveying control of the right to operate or use infrastructure or other capital asset. A common example 

of PPP is a service concession arrangement.  

An APA is an arrangement in which an entity compensates an operator for services that may include 

designing, constructing, financing, maintaining, or operating an asset.  

The Utility should start to identify any contracts that could meet either definition to ensure they are 

reviewed for applicability and accounted for correctly when the standard is effective. Initial steps include 

reviewing contracts that didn’t meet the definition of a lease under GASB 87 and identifying any other 

agreements where the organization contracts with or partners with another entity to provide services. 

  

https://baker-tilly-www.cdn.prismic.io/baker-tilly-www/e96ed933-0d30-4b7a-9af3-c46f6cc099d0_bt-ps-gasb-87-lease-identification-questionnaire-091021.pdf
https://www.bakertilly.com/insights/government-accounting-standards-board-gasb-new-lease
https://www.bakertilly.com/specialties/asc-842-lease-accounting
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Future accounting for subscription-based IT arrangements 

Subscription-based IT arrangements include contracts that convey control of the right to use another 

party’s IT software. It would not include any licensing arrangements that provide a perpetual license, 

which would still be accounted for as an intangible asset. Subscription-based IT arrangements are 

becoming more and more popular with IT vendors. This standard mirrors the new lease standard. The 

Utility will be able to utilize the systems put into place to implement the lease standard to properly account 

for these contracts. Common examples of these contracts in the utility industry include: 

 Leasing space in the cloud 

 GIS systems 

 SCADA systems 

 Some work order or inventory systems as well as some general ledger or billing systems 

The Utility should work with its IT department and department managers to determine a population listing 

of contracts that would fall under this standard to determine the potential future impact to financial 

reporting.  
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Corrected misstatements 
 

  



Stoughton Utilities
Year End: December 31, 2021
Normal adjusting journal entries
Date:  1/1/2021  To  12/31/2021

Number Date Name Account No Debit Credit

A01 12/31/2021 Misc Cur and Accrued Assets GASB68 1-174-00-1097 151,805.00

A01 12/31/2021 Misc Deferred Debits GASB68 1-186-00-1097 24,243.00

A01 12/31/2021 Public Benefit GASB68 1-253-00-1097 -99,098.00

A01 12/31/2021 Employee Pensions and Benefits GASB68 1-926-00-1097 -76,950.00

A01 12/31/2021 Misc Cur and Accrued Assets GASB68 2-174-00-1097 78,303.00

A01 12/31/2021 Misc Deferred Debits GASB68 2-186-00-1097 12,782.00

A01 12/31/2021 Public Benefit GASB68 2-253-00-1097 -40,792.00

A01 12/31/2021 Employee Pensions and Benefits GASB68 2-926-00-1097 -50,293.00

A01 12/31/2021 Misc Cur and Accrued Assets GASB68 3-174-00-1097 88,837.00

A01 12/31/2021 Misc Deferred Debits GASB68 3-186-00-1097 12,703.00

A01 12/31/2021 Public Benefit GASB68 3-253-00-1097 -42,717.00

A01 12/31/2021 Employee Pensions and Benefits GASB68 3-926-00-1097 -58,823.00

A02 12/31/2021 Misc Deferred Debits 3-186-00-0000 -5,943.00

A02 12/31/2021 Regulatory Communission Exp Default 3-855-00-0000 5,943.00

A03 12/31/2021 Deferred Outflow - OPEB 1-125-00-1100 341.00

A03 12/31/2021 Deferred Inflow - OPEB 1-215-00-1100

A03 12/31/2021 Net OPEB Liability 1-253-00-1100 -80,322.00

A03 12/31/2021 Employee Pension and Benefits OPEB 1-926-00-1098 79,981.00

A03 12/31/2021 Deferred Outflow - OPEB 2-125-00-1100 114.00

A03 12/31/2021 Deferred Inflow- OPEB 2-215-00-1100

A03 12/31/2021 Net OPEB Liability 2-253-00-1100 -26,774.00

A03 12/31/2021 Employee Pension and Benefits OPEB 2-926-00-1098 26,660.00

A03 12/31/2021 Deferred Outflow - OPEB 3-125-00-1100 2.00

A03 12/31/2021 Deferred Inflow- OPEB 3-215-00-1100

A03 12/31/2021 NET OPEB Liability 3-253-00-1100 -637.00

A03 12/31/2021 Employee Pension and Benefits OPEB 3-926-00-1098 635.00

OPEB balances. Given liability is not material, will flow through expense instead of

To record GASB68.

To adjust amortization of sewer

treatment plant premit amortization.

To record beginning of the year life insurance

fund balance consistent with the City treatment.



A04 12/31/2021 Deferred Outflow - OPEB 1-125-00-1100 46,407.00

A04 12/31/2021 Deferred Inflow - OPEB 1-215-00-1100 -13,404.00

A04 12/31/2021 Net OPEB Liability 1-253-00-1100 -24,250.00

A04 12/31/2021 Employee Pension and Benefits OPEB 1-926-00-1098 -8,753.00

A04 12/31/2021 Deferred Outflow - OPEB 2-125-00-1100 15,839.00

A04 12/31/2021 Deferred Inflow- OPEB 2-215-00-1100 -4,481.00

A04 12/31/2021 Net OPEB Liability 2-253-00-1100 -8,186.00

A04 12/31/2021 Employee Pension and Benefits OPEB 2-926-00-1098 -3,172.00

A04 12/31/2021 Deferred Outflow - OPEB 3-125-00-1100 2,256.00

A04 12/31/2021 Deferred Inflow- OPEB 3-215-00-1100 -78.00

A04 12/31/2021 NET OPEB Liability 3-253-00-1100 24.00

A04 12/31/2021 Employee Pension and Benefits OPEB 3-926-00-1098 -2,202.00

A05 12/31/2021 Deferred Outflow - OPEB (HEATH) 1-125-00-1102 2,077.00

A05 12/31/2021 Deferred Inflow- OPEB (HEATH) 1-215-00-1102

A05 12/31/2021 Net OPEB Liability (Health) 1-253-00-1102 -61,420.00

A05 12/31/2021 Employee Pension and Benefits OPEB 1-926-00-1098 59,343.00

A05 12/31/2021 Deferred Outflow - OPEB (HEATH) 2-125-00-1102 692.00

A05 12/31/2021 Deferred Inflow- OPEB (HEATH) 2-215-00-1102

A05 12/31/2021 Net OPEB Liability (HEATH) 2-253-00-1102 -20,473.00

A05 12/31/2021 Employee Pension and Benefits OPEB 2-926-00-1098 19,781.00

A05 12/31/2021 Deferred Outflow - OPEB (HEATH) 3-125-00-1102 16.00

A05 12/31/2021 Deferred Inflow- OPEB (HEATH) 3-215-00-1102

A05 12/31/2021 Net OPEB Liability (HEATH) 3-253-00-1102 -488.00

A05 12/31/2021 Employee Pension and Benefits OPEB 3-926-00-1098 472.00

A06 12/31/2021 Cash \Water - due to/from 1-131-00-1050 -3,507,777.39

A06 12/31/2021 Cash \Water - due to/from 1-131-00-1050 3,507,777.39

A06 12/31/2021 Constr Work in Progress Default 2-107-00-0000 -3,507,777.39

A06 12/31/2021 Cash \Electric - due to/from 2-131-00-1030 3,507,777.39

A06 12/31/2021 Cash \Electric - due to/from 2-131-00-1030 -3,507,777.39

A06 12/31/2021 Cost-Merch Job & Cost Wrk Default 2-416-00-0000 3,507,777.39

A07 12/31/2021 Sinking Funds \LGIP Investments Vining Spark 3-125-00-1007 -217,499.38

A07 12/31/2021 DNR Replaclement Account 3-125-00-1009 217,499.38

To record current year activity for GASB 75

LIFE plan.

To record current year activity for GASB 75

HEALTH plan.

Audit entry to move private side

lead expenses out of CWIP and into merchandising and jobbing account. 

To true up replacement account to

value of underlying investments.
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Two-way audit communications  
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. 

c. 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. 

d. 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 governing board 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. We anticipate that the Utilities will receive an unmodified opinion on its financial statements. 

e. Which matters do you consider warrant particular attention during the audit, and are there any 

areas where you request additional procedures to be undertaken? 

f. Have you had any significant communications with regulators or grantor agencies? 

g. Are there other matters that you believe are relevant to the audit of the financial statements? 
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Also, is there anything that we need to know about the attitudes, awareness and actions of the governing 

body concerning: 

a. The entity’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 financial audit work during the months of October-December, and sometimes early in January. 

Our final financial fieldwork is scheduled during the spring to best coincide with your readiness and report 

deadlines. After fieldwork, we wrap up our financial 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.  

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. 

 




