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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. 

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 include a paragraph that 
states that the purpose of the report is solely to describe the scope of testing of internal control 
over financial reporting and compliance and the result of that testing and not to provide an opinion 
on the effectiveness of internal control over financial reporting or on compliance and that the 
report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering internal control over financial reporting and compliance. The paragraph 
will also state that the report is not suitable for any other purpose. 

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 System and System 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. 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 or grantor agencies? 

f. Are there other matters that you believe are relevant to the audit of the financial statements? 
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TWO WAY COMMUNICATION REGARDING YOUR AUDIT (cont.) 

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

a. The System’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. We will perform preliminary 
financial audit work during the months of October-December, and sometimes early January. Our final 
financial audit fieldwork is scheduled during March to best coincide with your readiness and report 
deadlines. After fieldwork, we wrap up our financial audit procedures at our office and issue drafts of our 
reports for your review. Final copies of our reports 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 or wish to provide other feedback. We welcome the opportunity 
to talk with you. 



COMMUNICATION OF RECOMMENDATIONS AND INFORMATIONAL POINTS TO MANAGEMENT 

THAT ARE NOT MATERIAL WEAKNESSES OR SIGNIFICANT DEFICIENCIES 
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RECOMMENDATIONS / PROFESSIONAL STANDARDS UPDATE 

 REVENUE BOND PROCEEDS

As of November 30, 2013, the System had approximately $1,500,000 in bond proceeds remaining from 
the series 2008A and 2008B revenue bond issuances. While the System had an arbitrage rebate 
calculation report performed for the period July 23, 2008 to July 23, 2013 that stated there was no 
arbitrage liability due on the bonds, it is our recommendation that the System consider a supplemental 
appropriation in fiscal year 2014 to fund projects from the bond proceeds that were originally scheduled to 
be paid for by the depreciation account. 

 CAPITAL ASSETS CAPITALIZATION POLICY

In conjunction with the County wide ERP conversion, we recommended the System review its policies 
related to capital assets. In particular, we recommended the System consider higher capitalization 
thresholds for infrastructure assets, review depreciation useful lives, and policies relating to when assets 
will be tagged or inventoried and how transfers of assets in and out of the System are handled. As of the 
date of this letter, management has made significant progress in this recommendation.  

 GASB STATEMENT NO. 68: ACCOUNTING AND FINANCIAL REPORTING FOR PENSIONS

The Governmental Accounting Standards Board (GASB) has issued Statement No. 68, which will change 
the accounting and financial reporting requirements for state and local governments that provide their 
employees with pensions. This Statement replaces the requirements of GASB Statement Nos. 27 and 50 
as they relate to pensions that are provided through pension plans administered as trusts, or equivalent 
arrangements that meet certain criteria. These changes will affect your financial statements for the year 
ended November 30, 2016. 

This Statement applies specifically to governments that provide their employees with pensions through 
pension plans in which a government’s contributions to the trust used to administer a pension plan are 
(1) irrevocable, (2) restricted to paying pension benefits, and (3) beyond the reach of creditors.  

Government employers that provide their employees with a defined benefit pension are classified in one 
of the following categories for this Statement: 

 Single employer – is an employer whose employees are provided with a defined benefit pension 
through a single employer pension plan 

 Agent employer – is an employer whose employees are provided with a defined benefit pension 
through an agent multiple employer pension plan 

 Cost-sharing employer – is an employer whose employees are provided with a defined benefit 
pension through a cost-sharing multiple employer pension plan 

Under the new standards, in financial statements prepared using the economic resources measurement 
focus (accrual basis of accounting), the single or agent employer is required to recognize a liability equal 
to the net pension liability. The net pension liability is defined as the present value of projected benefit 
payments to be provided through the pension plan, to current and inactive employees, that is attributed to 
those employees’ past periods of service (total pension liability), less the amount of the pension plan’s net 
position.  
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RECOMMENDATIONS / PROFESSIONAL STANDARDS UPDATE (cont.) 

 GASB STATEMENT NO. 68: ACCOUNTING AND FINANCIAL REPORTING FOR PENSIONS (cont.)

The new Statement contains requirements related to the actuarial cost method and certain other 
assumptions used in the preparation of an actuarial valuation. The Statement also requires that an 
actuarial valuation of the total pension liability be performed at least every two years, with more frequent 
valuations encouraged. In addition, this Statement also requires disclosing certain information in the 
notes to the financial statements, as well as presenting certain required supplementary information (RSI) 
for the ten most recent fiscal years.  

For government employers that provide their employees with a defined contribution pension, the new 
standards generally carry forward the existing financial reporting requirements. 

We are available to further discuss these changes and the impact on your financial statements.  
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