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To the County Board
Manitowoc County, Wisconsin

We have audited the financial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of Manitowoc, Wisconsin (the “County”) for the year ended
December 31, 2016. The County’s financial statements, including our report thereon dated June 2, 2017, are

presented in a separate audit report document. Professional standards require that we provide you with the
following information related to our audit.

Our_Responsibilities Under U.S. Generally Accepted Auditing Standards, Government Auditing Standards,
Uniform Guidance and State Single Audit Guidelines

As stated in our engagement letter, our responsibility, as described by professional standards, is to express
opinions about whether the financial statements are fairly presented, in all material respects, in conformity with

accounting principles generally accepted in the United States of America. Qur audit of the financial statements
does not relieve you or management of your responsibilities.

in planning and performing our audit, we considered the County's internal contro! over financial reporting in order
to determine our auditing procedures for the purpose of expressing our opinions on the financial statements and
not to provide assurance on the internal control over financial reporting. We also considered internal control over
compliance with requirements that could have a direct and material effect on major federal and state programs in
order to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test

and report on internal control over compliance in accordance with Uniform Guidance and the State Single Audit
Guidelines.

As part of obtaining reasonable assurance about whether the County's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grants. However, providing an opinion on compliance with those provisions is not an objective of our audit. Also
in accordance with Uniform Guidance and the State Single Audit Guidelines, we examined, on a test basis,
evidence about the County's compliance with the types of compliance requirements described in the “U.S. Office
of Management and Budget (OMB) Compliance Supplement” and the State Single Audit Guidelines applicable to
each of its major federal and state programs for the purpose of expressing an opinion on the County’s compliance
with those requirements. While our audit provides a reasonable basis for our opinion, it does not provide a legal
determination on the County's compliance with those requirements.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to you in our
correspondence about planning matters.

Significant Audit Findings

Consideration of Internal Control

Financial Statements

In planning and performing our audit of the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the County as of and for the year
ended December 31, 2016, in accordance with auditing standards generally accepted in the United States of
America, we considered the County'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 County's
internal control. Accordingly, we do not express an opinion on the effectiveness of the County’s 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 a combination of deficiencies in internal
control, such that there is a reasonable possibility that a material misstatement of the County’s financial
statements will not be prevented, or detected and corrected, on a timely basis. We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses.

Federal and State Awards

In planning and performing our audit of compliance for each major federal and state program, we considered the
County's internal control over compliance (internal control) as a basis for designing audit procedures for the
purpose of expressing our opinion on compliance requirements that could have a direct and material effect on
each of the County’s major federal and state programs for the year ended December 31, 2016, but not for the
purpose of expressing an opinion on the effectiveness of the County's internal control. Accordingly, we do not
express an opinion on the effectiveness of the County's 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,
noncompliance 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 noncompliance of the County's major federal or state
award programs will not be prevented, or detected and corrected, on a timely basis. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by the County are described in Note A to the financial statements. As described in
Note C.1 to the financial statements, the County changed accounting policies related to fair value measurement
by adopting Statement of Governmental Accounting Standards Board (GASB) No. 72, Fair Value Measurement
and Application in 2016. We noted no transactions entered into by the County during the year for which there is a
lack of authoritative guidance or consensus. To the best of our knowledge, all significant transactions have been
recognized in the financial statements in the proper period.

Accounting estimales 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 1o the financial statements
and because of the possibility that future events affecting them may differ significantly from those expected. The
most sensilive estimates included in the financial statements were:

Management's estimate of the other post employment benefits is based on an actuarial report.
We evaluated the key factors and assumptions used to develop the other post employment
benefits in determining that it is reasonable in relation to the financial statements taken as a
whole.

Management estimatled an allowance for uncollectible accounts for accounts receivables
outstanding. These estimates are based upon management's knowledge of, and past experience
with the outstanding balances. We evaluated the key factors and assumptions used to develop
this estimate in determining that it is reasonable in relation to the financial statements taken as a
whole.



Management's estimate of the depreciable life of the capital assets is based upon analysis of the
expected useful life of the capital assets. We evaluated the key factors and assumptions and the
consistency in these factors and assumptions used to develop the depreciable life in determining
that it is reasonable in relation 1o the financial statements taken as a whole.

Management's estimate of the fair value of the investments is based on ending market values as
of December 31, 2016 as reported by the investment managers. We evaluated the key factors
and assumptions used in valuing the investments in determining that they are reasonable in
relation to the financial statements taken as a whole.

Management's estimate of the incurred, but not reported (IBNR) insurance reserves are based on
actuarial projections of the expected cost of the ultimate settlement and administration of claims.
We evaluated the key factors and assumptions used to develop the reserves in determining that it
is reasonable in relation to the financial statements taken as a whole.

Management's estimale of the net pension liability (asset) and related deferred outflows/inflows of
resources is based on information received from the Wisconsin Retirement System. We
evaluated the key factors and assumptions used to develop the net pension asset and related
deferred outflows/inflows of resources in determining that they are reasonable in relation to the
financial statements taken as a whole.

Management's estimate of accumulated compensated absences liability is based upon analysis
of the employees compensated absence leave balance. We evaluated the key factors and
assumptions and the consistency in these factors and assumptions used to develop the estimate
in determining that it is reasonable in relation to the financial statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are clearly trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements. Copies of the audit adjustments are available from
management. In addition, none of the misstatements detected as a result of audit procedures and corrected by
management were material, either individually or in the aggregate, to each opinion unit's financial statements

taken as a whole.
Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing
matter, whether or not resolved to our satisfaction, that could be significant to the financial stalements or the
auditors’ report. No such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letler dated June 2, 2017. The management representation letter follows this communication.



Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an
accounting principle to the County'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.

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

Other Matters

We applied certain limited procedures to the management's discussion and analysis and the schedules relating to
pensions and other post-employment benefits, which are required supplementary information (RS!) 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 this 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, 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.

We were not engaged to report on the introductory and statistical sections, which accompany the financial
statements but are not RSI. Such information has not been subjected to the auditing procedures applied in the
audit of the basic financial statements, and accordingly, we do not express an opinion or provide any assurance
on them.

Restriction on Use
This information is intended solely for the information and use of the County Board, and management of

Manitowoc County and is not intended to be, and should not be, used by anyone other than these specified
parties.

Sincerely,

S dewe. SC

Certified Public Accountants
Sheboygan, Wisconsin
June 2, 2017
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SUMMARY FINANCIAL INFORMATION

1. Detail of Governmental Fund Balances

Presented below is a summary of the various County governmental fund balances totaling $11,593,818 on
December 31, 20186, including a comparison to the prior year. This information is provided for assisting
management in assessing financial results for 2016 and for indicating financial resources available for 2017
and subsequent years.

L 123116 | 1273115 |
General Fund
Nonspendable for delinquent property taxes $ 1,599,171 $ 1,604,272
Nonspendable for loans receivable $9,000 99,000
Nonspendable for inventories 49,921 53,110
Nonspendable for prepaid items 39,629 62,368
Restricted for subsequent years' expenditures 306,270 209,479
Committed for subsequent years' expenditures 876,963 1,029,947
Committed for debt service - 500,000
Assigned for subsequent year's budget 13,320 229,514
Unassigned 225,284 1,365,537
Total General Fund 3,209,558 5,153,227
Special Revenue Funds
Nonspendable for prepaid items
Human services 82,038 81,855
Aging 504 375
Expo 1,840 1,135
Restricted
Soil and water conservation 94,834 70,442
Sheriff K-@ unit 42,660 51,733
Revolving loan 1,606,654 1,580,312
Committed for subsequent years' expenditures
Recycling 395 28,342
Solid waste disposal 300,809 304,689
Aging 869,045 793,801
Forestry tree planting 16,051 14,301
Expo 4,296,774 65,533
County roads and bridges 17,566 311,593
Assigned for subsequent year's budget
Human services - 3,353
Unassigned (Deficit)
Human services (290,728) -
Total Special Revenue Funds 7,038,442 3,307,464
Debt Service Fund
Restricted for debt service 1,081,542 827,362

(Continued})



1. Detail of Governmental Fund Balances {Continued)

L 12731116 | 12731115 |
Capital Projects Fund
Nonspendable for prepaid items
Jail assessment project - 9,358
Restricted
New public health department building - debt proceeds 5,508 79,450
Jail assessment project 15,059 56,218
Committed for capital projects
Economic development projects 179,112 378,842
Park acquisition and development projects 10,227 10,227
Jail security project 57,860 -
Unassigned
Courthouse remodeling {3,490) -
Total Capital Projects Funds 264,276 534,095
Total Governmental Fund Balances § 11593818 % 9,822,148

General fund restricted for subsequent years’ expenditures consists of the following:

[ 2016 |
Public health $ 6,508
Velerans service 39,403
Land record modernization 172,587
Register of deeds redaction 85,812
UW Extension 1,960
Total $ 306,270
General fund committed for subsequent years' expenditures consists of the following:
| 2016 |

Aerial mapping 3 52,620
Area wide planning 103,576
Parks tree planting 4,000
Vehicle replacement 119,679
District Attorney's Office 5,000
Emergency management HAZMAT 158,014
Personnel 4,000
Elections 96,232
Treasurer outlay 25,000
Communications E-911 87,642
PW-PBX Phone systems 221,200
Total 3 876,963

General Fund - Unassigned - The general fund unassigned fund balance is the measure of the County's
available and unappropriated cash that is available for any County purpose. The County's current unassigned
fund balance is $225,284,



2. Comparative Summary of Delinquent Property Taxes

3.

Presented below is an analysis of delinquent property taxes recorded by the County on December 31 for the
last four years.

| 2016 | 2015 | 2014 | 2013 |
Delinquent tax certificates $ 2374810 $ 2,400,599 % 2,660,186 % 3,002,431
Tax deeds 59,404 46,925 - 7,561
Total Delinquent Taxes 3 2434214 § 2447524 % 2,660,186 § 3.099.992

This is brought to your attention to highlight the declining trend in delinquent property taxes over the last
several years since the change in delinquent taxes has a direct effect on the County's general fund -
unassigned fund balance. As the delinquent property taxes decrease, the unassigned fund balance
increases, providing additional resources available for appropriation. On the other hand, if the delinquent

property taxes increase, the unassigned fund balance decreases, thus reducing resources available for
appropriation.

Comparative Summary of Highway Fund

Presented below is a summary of the operating statement of the Highway Fund for the period ended
December 31, 2016 along with a comparison to the prior year.

L2016 [ 2015 1]

Operating Revenues

Public charges for services $ 174923 3 101,040

Intergovernmental charges for services 3,577,375 3,415,746

Interdepartmental charges for services 3,995,349 3,710,542

Miscellaneous 41,585 __ 18791

Total Operating Revenues 7,789,232 7,246,119
Operating Expenses

Operation and maintenance 7,080,875 6,636,364

Depreciation and depletion 651,459 _ 638,953

Total Operating Expenses 7,732,334 7,275,317
Operating Income {Loss) 56,898 {29,198)
Nonoperating Revenues {Expenses)

Insurance refunds 8,104 37,057

Rental income 96,333 96,334

Gain on disposal of assets 6,056 86,355

Total Nonoperating Revenues (Expenses) 110,493 219,746
Income before Transfers 167,391 190,548
Transfers in - 27,207
Change in Net Position 167,391 217,755
Net position - January 9,495,783 9,278,028
Net Position - December 31 0.663,174 495 783

As shown above, the Highway Fund incurred operating income of $56,898 in 2016 compared to an operating

loss of $29,198 in 2015. The fluctuation in operating results is largely due to the increase in interdepartmental
charges.



4. Summary of Machinery Operations Cost Pool

Cost pools are used to accumulate costs of the highway department where the intent is to recover expenses
of operations, including depreciation on highway buildings and equipment, directly from user charges for
service. The cost pool accounting system is designed to match all revenues and expenses of a particular
operation and aid management in determining the adequacy of rates being charged and the cost
effectiveness of each operation. Presented below is a summary of the machinery operations cost pool of the
highway department internal service fund for the past two years.

[ 2016 ] 2015 |
Charges for services $ 1,858,247 § 1,738,514
Expenses
Laber and fringe benefits 306,883 253,493
Fuel 236,839 266,604
Materials and supplies 265,075 232,994
Overhead 301,097 336,114
Sundry 53,402 60,883
Depreciation 368,221 324,705
Total Expenses 1,631,517 1,474,793
Operating income $ 326730 § 263721

As shown above, the machinery operations cost pool incurred an operating income of $326,730 in 2016
compared fo $263,721 in 2015.

5. Comparative Summary of County Roads and Bridges Special Revenue Fund

Presented below is a summary of the County roads and bridges special revenue fund for the period ended
December 31, 2016 along with a comparison to the prior year.

l 2016 | 2015 |

Revenues

Property taxes $ 2,744,082 $ 2,750,943

Intergovernmental

State aid - highways 1,127,410 1,210,914

Total Revenues 3,871,492 3,961,857
Expenditures

Routine and winter mainlenance 2,636,227 2,351,455

Road and bridge construction 1,359,124 1,359,086

Town bridge aid 170,168 126,359

Total Expenditures 4,165,519 3,836,900
Net Change in Fund Balance (294,027) 124,957
Fund Balance - January 1 311,593 186,636
Fund Balance - December 31 3 17.566 $ 311,593



6. Comparative Summary of the Human Services Special Revenue Fund

| 2016 | 2015

Revenues
County tax levy $ 6,896,441 $ 6,896,441
State aid 8,796,626 9,088,165
Department collections and other revenue 1,182,274 1,159,529
Total Revenues 16,875,341 17,144,135
Expenditures
Administration and aid programs 17,318,696 17,539,522
Capital outlay 9,043 6,585
Total Expenditures 17,327,739 17,546,107
Excess of Revenues Under Expenditures {452,398) (401,972)
Transfers in 158,500 116,944
Net Change in Fund Balance (293,898) (285,028)
Fund Balance - January 1 85,208 370,236
Fund Balance (Deficit) - December 31 3 (208.690) $ 85,208
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COMMENTS AND OBSERVATIONS

Accounting and Reporting for Other Post-employment Benefits

In June 2015, the Governmental Accounting Standards Board (GASB) issued two new pronouncements
relating to other post-employment benefits (OPEB). GASB Statement No. 74, Financial Reporting for Post-
employment Benefit Plans Other than Pension Plans and GASB Statement No. 75, Accounting and Financial
Reporting for Post-employment Benefits Other than Pensions significantly change the accounting and
financial reporting of post-employment benefits that was established in GASB Statement Nos. 43 and 45.
The primary purpose of these Statements is to improve accounting and financial reporting of OPEB
obligations and enhance transparency of OPEB related information in your financial statements similar to how
GASB Statements Nos. 67 and 68 were designed.

Currently, governments report a liability related to other post-employment liabilities for the unfunded portion of
the annual required contribution, which includes an amortization of the Unfunded Actuarial Liability (UAL) over
an open period of time, not to exceed 30 years. Upon implementing the new standards, the County will
recognize the difference between total OPEB liability and any plan assets (net OPEB liability) in the
government-wide and proprietary financial statements, often resulting in a significant increase in the OPEB
liability reported in your financial statements. The new standards also require that the entry age normal cost
method be used to determine the liability, deferred inflows and outflows of resources to be reported for
changes in economic and demographic assumptions and differences between expected and actual
experience, and additional note disclosures and schedules.

The new standards are effective for financial statements for OPEB plans for fiscal years beginning after
June 15, 2016 and for employers for fiscal years beginning after June 15, 2017. We recommend that the
County evaluate impact of the new standards with your actuary, and determine an implementation strategy to
minimize your costs while ensuring adequate communication of the impact of these changes will have on your
financial statements. As you develop your implementation strategy, you should evaluate the following:

» Do you anticipate any changes in benefits? If yes, you should approve benefit changes prior to
implementation, as any changes in benefits in the future are treated as a current year activity.

= What is your valuation measurement date? You can roll back to a valuation date 12 months prior
to year end, allowing you to complete your actuarial valuation prior to yearend or you can roll
forward to your reporting date, requiring your actuarial valuation to be completed after year end
but before you anticipate issuance of your financial statements.

10
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Comptroller’s Office

1110 S. Ninth Street
Manitowoc, Wisconsin 54220

Todd H. Reckelberg CGFM, Comptroller/Auditor
'TWN} Phone (920) 683-4080 Fax (920) 683-2727
/—‘ COUNTY/WA E-mail: eckelbe nitowoc.wi.us

June 2, 2017

Schenck SC
712 Riveriront Drive, Suite 301
Sheboygan, WI 53081

This representation letter is provided in connection with your audit of the financial statements of the
County of Manitowoc, (the *County’), which comprise the respective financial position of the
governmental activities, the business-type activities, each major fund, and the aggregate remaining fund
information as of December 31, 2016, and the respective changes in the financial position and where
applicable, cash flows for the year then ended, and the related notes to the financial statements for the
purpose of expressing opinions as to whether the financial statements are presented fairly, in all material

respects, in accordance with accounting principles generally accepted in the United States of America
(U.S. GAAP).

Certain representations in this letter are described as being limited to matters that are material. ltems in
No. 54 are considered material based on the materiality criteria specified in Title 2 U.S. Code of Federal
Reguiations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance) and the State Single Audit Guidelines issued by
the Wisconsin Department of Administration. ltems are considered material, regardiess of size, if they
involve an omission or misstatement of accounting information that, in light of surrounding circumstances,
makes it probable that the judgment of a reasonable person relying on the information would be changed
or influenced by the omission or misstatement. An omission or misstatement that is monetarily small in
amount could be considered material as a result of qualitative factors.

We confimn, to the best of our knowledge and belief, as of June 2, 2017, the following representations
made to you during your audit,

Financial Statements

1. We have fulfilled our responsibilities, as sel out in the terms of the audit engagement letter dated
September 30, 2018, including our responsibility for the preparation and fair presentation of the financial
statements in accordance with U.S. GAAP and for preparation of the supplementary information in
accordance with the applicable criteria.

2. The financial statements referred to above are fairly presented in conformity with U.S. GAAP and
include all

properly classified funds and other financial information of the primary government required by generally
accepted accounting principles to be included in the financial reporting entity.

3. We acknowledge our responsibility for the design, implementation, and maintenance of internal contro}
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

4. We acknowledge our responsibility for the design, implementation, and maintenance of internal control
to prevent and detect fraud,



Schenck SC
June 2, 2017
Page 2

10.

1.

Significant assumptions we used in making accounting estimates, including those measured at fair value, are
reasonable.

In regards to accounting estimates:

¢ The measurement processes used by management in determining accounting estimates is appropriate
and consistent.

» The assumptions appropriately reflect management's intent and ability to carry out specific courses of
action,

» The disclosures related to accounting estimates are complete and appropriate.

» No subsequent event has occurred that would require adjustment to the accounting estimates or
disclosures included in the financial statemants.

Related party relationships and transactions, including revenues, expenditures/expenses, loans, transfers,
leasing arrangements, and guarantees, and amounts receivable from or payable to related parties have been
appropriately accounted for and disclosed in accordance with U.S. GAAP.

Adjustments or disclesures have been made for all events, including instances of noncompliance, subsegquent
to the date of the financial stalements that would require adjustment to or disclosure in the financial
statements or in the schedule of findings and questioned costs.

We are in agreement with the adjusting joumnal entries you have proposed, and they have been posted to the
County's accounts.

The effects of all known actual or possible litigation, claims, and assessments have been accounted for and
disclosed in accordance with U.S. GAAP,

Guarantees, whether written or oral, under which the County is contingently liable, if any, have been properly
recorded or disclosed.

Information Provided

12.

13.

14.

We have provided you with:

a. Access to all information, of which we are aware, that is relevant to the preparation and fair presentation
of the financial statements, such as records, documenlation, and other matters and all audit or relevant
monitoring reports, if any, received from funding sources.

b. Additional information that you have requested from us for the purpose of the audit.

c. Unrestricled access to persons within the County fram whom you determined it necessary to obtain audit
evidence,

d. Minutes of the meetings of the County Board or summaries of actions of recent meetings for which
minutes have not yet been prepared.

All material transactions have been recorded in the accounting records and are reflected in the financial
statements and the schedules of expenditures of federal awards and state financial assistance.

We made an assessment of the risk that the financial statements may be materially misstaled as a result of
fraud, We have disclosed the resuits of our assessment as follows:
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15.

16.

17.

8. We have no knowledge of any fraud or suspected fraud that affects the entity and involves:
i. Management,
ii. Employees who have significant roles in internal control, or
#ii. Others where the fraud could have a malerial effect on the financial statements.

b. We have no knowledge of any allegations of fraud or suspected fraud affecting the County's financial
stalements communicated by employees, former employees, regulators, of others.

We have na knowledge of instances of noncompliance or suspected noncompliance with provisions of laws,

regulations, contracts, or grant agreements, or abuse, whose effects should be considered when preparing
financial statements.

We have disclosed to you all known actual or possible litigation, claims, and assessments whose effects
should be considered when preparing the financial statements.

We have disclosed to you the identity of the County's related parties and all the related party relationships
and transactions of which we are aware,

Government - specific

18.

19.

20,

21,

23,

24.

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

We have identified to you any previous audits, attestalion engagements, and other studies related to the audit
objectives and whether related recommendations have been implemented.

The County has no plans or intentions that may materially affect the carying value or classification of assets,
liabilities, deferred inflows/outflows of resources, or equity.

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 iegal and contractual
provisions for reporting specific aclivities in separate funds.

. We have identified and disclosed to you all instances, which have occurred or are likely to have occurred, of

fraud and noncompliance with provisions of laws and regulations that we believe have a material effect on the
financial statements or other financial data significant to the audit objectives, and any other instances that
warrant the attention of those charged with governance.

We have identified and disclosed to you all instances, which have occurred or are likely to have occurred, of
noncampliance with provisions of contracts and grant agreements that we believe have a material effect on
the determination of financial statement amounts or other financial data significant to the audit cbjectives,

We have identified and disclosed to you all instances that have occurred or are likely to have occurred, of

abuse that could be quantitatively or qualitatively material to the financial statements or other financial data
significant to the audit objectives.
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256.

26,

27.

28,

28,
30.

3.

32.

33.

36.

37.
38,

39.

40,

There are no violations or possible violations of budget ordinances, laws and regulations (including those
pertaining to adopting, approving, and amending budgets), provisions of contracts and grant agreements, tax
or debt limits, and any relaled 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.

As part of your audit, you assisted with preparation of the financial statements, related notes, and the state
financial report. We acknowledge our responsibility as it relates to those nonaudit services, including that we
assume all management responsibilities; oversee the services by designating an individual, preferably within
senior management, who possesses suitable skill, knowledge, or experience; evaluate the adequacy and
results of the services performed; and accept responsibility for the results of the services. We have reviewed,

approved, and accepted responsibility for those financial statements and related notes, and the state financial
reporl.

The County has satisfaclory title to all owned assets, and there are no liens or encumbrances on such assets
nor has any asset been pledged as collateral,

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

We have followed all applicable laws and regulations in adopting, approving, and amending budgets.

The financial statements inciude 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, in accordance with GASB Statement No, 34,

All funds that meet the quantitative criteria in GASB Statement Nos. 34 and 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.

Components of net position (net investment in capital assets, restricled, and unrestricted) and components of

fund batance (nonspendable, restricted, committed, assigned and unassigned) are properly classified and, if
applicable, approved,

- Provisions for uncollectible receivables have been properly identified and recorded.

35.

Expenses have been appropriately classified in or allocated o 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 or general
revenues.

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

Deposits and investment securities and derivative Iransactions are properly classified as to risk and are
properly disclosed.

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

Joint ventures, jointly govemed organizations, and other related organizations have been properly disclosed
in the financial statements.



Schenck SC
June 2, 2017
Page 5

41.

42,

43.

45,

486.

47.

48,

49,

50.

51,

52.

We have appropriately disclosed the County’s policy regarding whether to first apply restricted or unrestricted
resources when an expense is incurred for purposes for which both restricled and unrestricted net position is
available and have determined that net position is properly recognized under the policy.

We are following our established accounting policy regarding which resources (that is, restricted, committed,
assigned, or unassigned) are considered to be spent first for expenditures for which mare than one resource

classification is available. That policy determines the fund balance classifications for financial reporting
purposes.

We acknowledge our responsibility for the required supplementary information (RSI). The RSl is measured
and presented within prescribed guidelines and the methods of measurement and presentation have not
changed from those used in the prior period. We have disclosed to you any significant assumplions and
interpretations underlying the measurement and presentation of the RSI.

. We acknowledge our responsibility for presenting the nonmajor fund combining statements, individual fund

statements, supporting schedules, and statistical data (the supplementary information) in accordance with
accounting principles generally accepted in the United States of America, and we believe the supplementary
information, including its form and content, is fairly presented in accordance with accounting principles
generally accepted in the United States of America. The methods of measurement and presentation of the
supplementary information have not changed from those used in the prior period, and we have disclosed to

you any significant assumptions or interpretations underlying the measurement and presentation of the
supplementary information.

We agree with the findings of specialists in evaluating the other post-employment benefits, pension benefits,
and incurred but not reported claims and have adequately considered the qualifications of the specialist in
determining the amounts and disclosures used in the financial statements and underiying accounting records.
We did not give or cause any instructions to be given to specialists with respect to the values or amounts
derived in an attempt to bias their work, and we are not otherwise aware of any matters that have had an
impact on the independence or objectivity of the specialists.

The fact that the amount of “uncollateralized” deposits or “uninsured, unregistered securities held by the
counterparty, or by its trust depariment or agent but not in the County’s name” during the period significantly

exceeded the amounts in thase categories as of the balance sheet was properly disclosed in the financial
statements.

Arrangements with financial institutions involving repurchase, reverse repurchase, or securities lending
agreements, compensating balances, or other arrangements involving restrictions on cash balances and line-
of-credit or similar arrangements, have been properly recorded or disclosed in the financial statements.

The methods and significant assumptions used to determine fair values of financial instruments are as
follows: Fair value is the price that would be received to sell an asset in an orderly transaction between
market participants st the measurement date. The methods and significant assumplions used result in a
measure of fair value appropriate for financial statement measurement and disclosure purposes.

Receivables recorded in the financial statements represent valid claims against deblors for transactions
arising on ar before the balance sheet date and have been reduced to their estimated net realizable value,

Capital assets have been evaluated for impairment as a result of significant and unexpected decline in service
utility.

We believe that the actuarial assumptions and methods used to measure pension and OPEB liabilities and
costs for financial accounting purposes are appropriate in the circumstances.

We do not plan to make frequent amendments to our pension or other post-retirement benefit plans.
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53. We have not completed the process of evaluating the impact that will result from adopting Governmental
Accounting Standards Board (GASB) Statements No. 74, Financial Reporting for Post-employment Benefit
Plans other than Pension Plans, and No. 75, Accounting and Financial Reporting for Pasl-employment
Bensfits Other Than Pensions ,as discussed in Note D.6. The County is therefore unzble to disciose the
impact that adopting these GASB Statements will have on its financial position and the results of its
operations when the Statements are adopted.

54. With respect to federal and state award programs:

a. We are responsibie for understanding and complying with and have complied with the requirements of the
Uniform Guidance and the Stals Single Audit Guidelines issued by the Wisconsin Department of

Administration, including requirements relating to preparation of the schedule of federal awards and the
schedule of state financial assistance.

b. We acknowledge our responsibility for presenting the schedule of expenditures of federal awards (SEFA)
in accordance with the requirements of the Uniform Guidance and the schedule of state financial
assistance (SSFA) in accordance with the requirements of the State Single Audit Guidelines and we
believe the SEFA and SSFA, including their form and content, are fairly presented In accordance with the
Uniform Guidance and the Guidelines. The methods of measurement or presentation of the SEFA and
SSFA have not changed from those used in the prior period and we have disclosed to you any significant
assumptions and interpretations underlying the measurement and presentation of the SEFA and SSFA.,

c. Ifthe SEFA and SSFA are not presented with the audited financial statements, we will make the audited
financial statements readily available to the intended users of the SEFA and SSFA no later than the date
we issue the SEFA and SSFA and the auditors’ report thereon.

d. We have identified and disclosed to you all of our govemment programs and related activities subject to
the Uniform Guidance and the Stale Single Audit Guidslines and have included in the SEFA and SSFA
expenditures made during the audit period for all awards provided by federal and state agencies in the
form of awards, federal cost-reimbursement contracts, loans, loan guarantees, property {including

donated surplus property), cooperative agreements, interest subsidies, insurance, food commaodities,
direct appropriations, and other direct assistance.

e. We are responsible for understanding and complying with, and have camplied with, the requirements of
federal and state statutes, regulations, and the terms and conditions of federal and state awards related
to each of our federal and state programs and have identifiad and disclosed to you the requirements of
federal and state statutes, regulations, and the terms and conditions of federal and state awards that are
considered lo have a direct and material effect on each major federal and stale program.

f. We are responsible for establishing and maintaining, and have established and maintained, effective
internal control over compliance for federal and state programs that provide reasonable assurance that
we are managing our federal and state awards in compliance with federal and state slatutes, regulations,
and the lerms and conditions of federal and state awards that could have a material effect on our federal
and state programs. We believe the intemal control system is adequate and is functioning as intended.

g. We have made available to you ali federal and state awards (including amendments, if any) and any other
correspondence with federal and state agencies or pass-through entities relevant to federal and state
programs and related activities,

h. We have received no requests from a federal or state agency to audit one or more specific programs as a
major program.

i We have complied with the direct and material compliance requirements, (except for noncompliance
disclosed o you), including, when applicable, those set forth in the OMB Compliance Supplemsnt and the
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Stata Single Audit Guidslines, relating to federal and state awards and have identified and disclosed to

you all amounts questioned and all known noncompliance with the requirements of federal and state
awards.

We have disclosed any eommunications from federal and state awarding agencies and pass-through
entities concerning possible noncompliance with the direct and material compliance requirements,

including communications received from the end of the period covered by the compliance audit to the
date of the auditors’ report.

We have disclosed to you the findings received and refated corrective actions taken for pravious audits,
attestation engagements, and intemal or external monitoring that directly relate to the objectives of the
compliance audit, including findings received and corective actions taken from the end of the period
covered by the compliance audit to the date of the auditors’ report.

Amounts claimed or used for matching were determined in accordance with refevant guidelines in OMB's

Uniform Guidance (2 CFR Part 200, subpart E) and OMB Circular A-87, Cost Principles for State, Local,
and Tribal Govemments, if applicable.

We have disclosed to you our interpretation of compliance requirements that may have varying
interpretations.

We have made available to you all documentation related to compliance with the direct and material

compliance requirements, including information related 1o federal and state program financial reporis and
claims for advances and reimbursements.

We have disclosed to you the nature of any subsequent events that provide additional evidence about

conditions that existed at the end of the reporting period affecting noncompliance during the reporting
period.

There are no such known instances of noncompliance with direct and material compliance requirements
that occurred subsequent to the period covered by the auditors’ report.

No changes have been made in internal control over compliance or other factors that might significantly
affect internal control, including any comrective action we have taken regarding significant deficiencies or

malerial weaknesses in intermal control over compliance, subsequent to the period covered by the
auditors' report.

Federal and state program financial reports and claims for advances and reimbursements are supported
by the books and records from which the financial statements have been prepared,

The copies of federal and state program financial reports provided you are true copies of the reparis

submitted, or electronically transmitted, to the respective federal and state agency or pass-thraugh entity
as applicable.

We have charged costs to federal and state awards in accordance with applicable cost principles.

We are responsible for and have accurately prepared the summary schedule of prior audit findings to
include all findings required to be included by the Uniform Guidance and the State Single Audit
Guidelines and we have provided you with all information on the status of the follow-up on prior audit

findings by federal and state awarding agencies and pass-through entities, including all management
decisions.

We are responsible for and have ensured the reporting package does not contain protected personally
identifiable information.
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w. We are responsible for and have accuratsly prepared the auditee section of the Data Collection Form as
required by the Uniform Guidance.

x. We are responsible for taking corvective action on each audit finding of the compliance audit and have

developed a corrective action plan that meets the requirements of the Uniform Guidance and the State
Single Audit Guidelines.

55. We have evaluated and classified any subsequent events as recognized or nonrecognized through the date
of this lefter. No events, including instances of noncompliance, have accurred 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 or in the schedule of findings and questioned costs.

signed: 77, Signed: JJ/QV N W /

Todd Reckelbargy * Shawn Alfred
Comptroller Assislant Comptroller




