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REQUIRED COMMUNICATION OF INTERNAL CONTROL RELATED MATTERS
IDENTIFIED IN THE AUDIT TO THOSE CHARGED WITH GOVERNANCE

INTERNAL CONTROL OVER FINANCIAL REPORTING
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 included 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 a control deficiency that is
considered to be a material weakness surrounding the preparation of financial statements and footnotes.
Management has not prepared financial statements that are in conformity with generally accepted
accounting principles.
This level of internal control over financial reporting can be a difficult task for governments that operate
with only enough staff to process monthly transactions and reports, and often rely on their auditors to
prepare certain year-end audit entries and financial statements.
Management’s Response
The ADRC-CW does not have sufficient professionally trained staff to prepare a complete set of year-end
financial statements. Due to budget constraints, it is unlikely that ADRC-CW will be in a position to hire,
train, and house professional staff to complete this task in the near future.
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OTHER COMMUNICATIONS TO THOSE CHARGED WITH GOVERNANCE

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.

d. We address the significant risks or material noncompliance, whether due to fraud or error,
through our detailed audit procedures.
e. We will obtain an understanding of the five components of internal control sufficient to assess the
risk of material noncompliance related to the federal and state awards 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 the federal and state awards and to determine whether they have
been implemented. We will use such knowledge to:




Identify types of potential noncompliance.
Consider factors that affect the risks of material noncompliance.
Design tests of controls, when applicable, and other audit procedures.
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TWO WAY COMMUNICATION REGARDING YOUR AUDIT (cont.)
e. (cont.)
Our audit will be performed in accordance with U.S. generally accepted auditing standards,
Government Auditing Standards, OMB Circular A-133, and the State Single Audit Guidelines.
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, OMB Circular A-133 and the State Single
Audit Guidelines, our report will include a paragraph that states that the purpose of the report is
solely to describe (a) the scope of testing of internal control over financial reporting and
compliance and the result of the testing and not to provide an opinion on the effectiveness of
internal control over financial reporting or on compliance, (b) the scope of testing internal control
over compliance for major programs and major program compliance and the result of that testing
and to provide an opinion on compliance but not to provide an opinion on the effectiveness of
internal control over compliance and, (c) 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 and OMB Circular A-133 and the State Single Audit Guidelines in
considering internal control over compliance and major program compliance. The paragraph will
also state that the report is not suitable for any other purpose.
f.

The concept of materiality recognizes that some matters, either individually or in the aggregate,
are important for reporting material noncompliance 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 entity’s federal and state awards. Our responsibility is to plan and
perform the audit to obtain reasonable assurance that material noncompliance, whether caused
by error or fraud, is 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 ADRC-CW 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?
f.

Are there other matters that you believe are relevant to the audit of the financial statements or the
federal or state awards?

Also, is there anything that we need to know about the attitudes, awareness, and actions of ADRC-CW
concerning:
a. ADRC-CW’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.
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TWO WAY COMMUNICATION REGARDING YOUR AUDIT (cont.)
With regard to the timing of our audit, here is some general information. We do preliminary financial audit
work during the months of October-December in conjunction with Marathon County's preliminary
fieldwork, acting as your fiscal agent. Our final fieldwork is scheduled during July to best coincide with
your readiness and report deadlines. After fieldwork, we wrap up our audit procedures at our office and
may issue drafts of our report for your review. Final copies of our report and other communications are
issued after approval by your staff. This is typically 6-12 weeks after final fieldwork, but may vary
depending on a number of factors.
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.
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COMMUNICATION OF OTHER CONTROL DEFICIENCIES, RECOMMENDATIONS,
AND INFORMATIONAL POINTS TO MANAGEMENT THAT ARE NOT
MATERIAL WEAKNESSES OR SIGNIFICANT DEFICIENCIES

DECENTRALIZED CASH COLLECTIONS
Many governments collect cash at numerous decentralized locations that are separate from the primary
system of accounting procedures and controls. The opportunity for theft is often higher at those locations
because one person is frequently involved in most, if not all, aspects of a transaction (i.e. lack of
segregation of duties).
Examples in your government that fit this situation include donation collections at congregate nutrition
sites.
Management is responsible for designing and implementing controls and procedures to detect and
prevent fraud. As a result, we recommend that management review its decentralized cash collection
procedures and controls on a periodic basis and make changes as necessary to strengthen the internal
control environment. Reviewing the adequacy of the controls is a responsibility of the governing body.
Below are example procedures and controls to help mitigate the risk of loss at decentralized cash
collection points:


Perform surprise procedures at decentralized locations (cash counts, walkthrough of processes,
etc.)



Require regular cash deposits to minimize collection on-hand



Perform a month-to-month and year-to-year comparisons to look for unusual changes in
collections



Perform a detailed analysis of average collections at the various collection sites to be aware of
sudden or unusual changes



If collecting from a drop box site, consider sending two people to collect the funds, especially
during peak times

We commend ADRC-CW for already implementing some of these procedures and controls. As always,
the cost of controls and staffing must be weighed against the benefits of safeguarding your assets.
Management’s Response
The ADRC-CW management reviewed the processes used to collect donations and minor charges at the
various sites throughout our region. Given the limited resources available and the large geographic area
involved, management feels it is impractical to increase the staffing needed to achieve proper
segregation of duties at these sites. However, the following processes were implemented for cash
collection:


Cash donations collected at congregate nutrition sites remain in a locked box until it is brought
to the local office. Nutrition site staff do not have access to open this box. This box is brought to
the local office on a daily basis in most locations. In those instances where the distance traveled
from the nutrition site to the local office is too far to do daily and the amount collected is a
relatively small amount, the box containing the donations is locked in a secure location on site
and brought to the local office on a weekly basis.
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DECENTRALIZED CASH COLLECTIONS (cont.)
Management’s Response (cont.)


Two clerical staff in each local office count the cash and checks received, one records this
information and provides it to the County Treasurer’s office each day, the other staff member
verifies the information and prepares the bank deposit.



As designed, no individual has access to the cash without another individual present.



The ADRC-CW is now providing a monthly statement to congregate meal participants that
request them, similar to what is provided to our home delivered meal participants. This allows
them to mail contributions directly to the ADRC-CW offices if they choose to do so, which reduces
the amount of cash handled at our nutrition sites.

ADRC-CW management will continue to monitor the cash collection process and will take steps
to improve the process even further.

PRIOR YEAR POINTS
INTERNAL CONTROL ENVIRONMENT
In the prior year audit we communicated to you controls we believed were important in reducing risk of
errors or irregularities in the County’s accounting processes. One of those controls we recommended was
an independent review of the bank reconciliation for the County’s general checking account. ADRC-CW’s
depository balances are accounted for within this checking account. During 2014, we noted that the bank
reconciliation is being independently reviewed.
In addition, we recommended that the ADRC-CW consider a formal fraud risk evaluation process be
performed by a newly created audit committee, the finance committee, or a similar organization. We
noted that in a prior year, the board approved a resolution establishing the Finance Committee to review
internal controls at the ADRC-CW. We commend the ADRC-CW for taking these first steps towards
addressing these types of risks and encourage the ADRC-CW to pursue the program to further mitigate
risk. We are available to assist as questions arise.
Current Year Status
These comments are resolved.
INFORMATION TECHNOLOGY
As part of our 2014 audit of Marathon County (fiscal agent for ADRC-CW), we evaluated information
technology controls as they relate to financially significant applications. Our procedures primarily focused
on documenting and evaluating general computer controls, including:





Logical access to data and applications
Change and incident management
System development and deployment
Data backup and recovery

From our review, we have identified the following areas where we recommend controls be reviewed and
potentially strengthened.
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PRIOR YEAR POINTS (cont.)
INFORMATION TECHNOLOGY (cont.)
Logical and Physical Access Security
During our audit we noted that there were 13 shared system accounts with access to the Cayenta
application. There is a risk that accountability cannot be established within Cayenta and that unauthorized
users may have access to the financial application. Marathon County should perform a review of
accounts with access to Cayenta and ensure that all users have a unique ID. Any generic, shared,
temporary, and system accounts should be removed or disabled.
Marathon County should strengthen password configuration settings for the Active Directory/Cayenta
Systems/application. The passwords do not provide adequate security for the applications as simple
passwords can be used that have the tendency to be easily guessed.
While external access is being logged and user accounts locked out after five failed logon attempts,
Marathon County does not proactively monitor both internal access on the network and financial
applications as well as external access. In addition there are no procedures to resolve or escalate
security violations should they occur. There is a risk that access violations are not being monitored and
could lead to inaccurate financial reporting. Marathon County should update their procedures to require
proactive monitoring of external and internal security violations through the use of an alert or notification
tool. This will reduce the risk that a security violation (e.g., brute force hacking) could occur. In addition,
there should be a procedure to resolve or escalate any security violations until resolution.
Current Year Status
These comments are still valid.
Management’s Response
The Cayenta application access review is being completed and documented on an annual basis by the
Finance Department. County staff will also work with CCITC staff to review ways to strengthen password
configuration setting for the Active Directory/Cayenta Systems applications. These methods will include
training users to understand the need to provide strong passwords to access these applications.
The appropriate County staff will work with the CCITC staff to explore ways to proactively monitor internal
and external access to the network and financial applications. We will develop a framework to review
methods on how we can develop effective procedures that resolve or escalate future security violations.
These procedures would incorporate the use of proactive monitoring of external and internal security
violations though the use of a security tool that would provide an alert or similar such notification of a
violation. CCITC is currently reviewing your comments and developing options for the County.
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INFORMATIONAL POINTS
GASB 67 AND 68
The Wisconsin Department of Employee Trust Funds sent an Employer Bulletin (“Bulletin”) to all
Wisconsin Retirement System Employers related to the new GASB pension reporting requirements. The
Bulletin was dated December 1, 2014 (Vol.31, No. 16).
As noted in the Bulletin, GASB 67 affects the Wisconsin Retirement System (“WRS” or “the Plan”) for its
year ended December 31, 2014. GASB 68 affects the employers participating in the Plan. GASB 68 will
affect the County, and thus ADRC-CW, as of December 31, 2015.
WRS has provided the general information necessary for employers to implement GASB 68. There will be
a significant impact on your financial statements including:


ADRC-CW's proportionate share of the WRS’s net pension asset will be reported in your
government-wide financial statements for the first time.



The footnote disclosures will have significant changes.

We are available to assist you with the implementation of this new standard.
GASB UPDATES
The following is a schedule of GASB projects that could require changes for ADRC-CW:
Task or Event
GASB 68 ‒
Accounting and
Financial Reporting for
Pensions and GASB
71 – Pension
Transition for
Contributions Made
Subsequent to the
Measurement Date –
an amendment of
GASB 68
GASB 72 – Fair Value
Measurement and
Application

Effective Date
For fiscal year ending
December 31, 2015

Impact
Your entity belongs to the Wisconsin Retirement
System (WRS). WRS has provided the information
necessary for the employers to implement GASB 68.
The government’s share of the net pension asset will
be reported in its full-accrual funds and the
government-wide financial statements. The footnote
disclosures will have significant changes.

For fiscal year ending
December 31, 2016

Current Agenda
Project: Leases

The GASB Board is
scheduled to issue an
Exposure Draft in
January 2016

The objective of this project is to review and consider
alternatives for the further development of the
definition of fair value, the methods used to measure
fair value and the applicability of fair value guidance to
investments and other items currently reported at fair
value, and the potential disclosures about fair value.
The objective of this project is to re-examine issues
associated with lease accounting, consider
improvements to existing guidance, and provide a
basis for the GASB Board to consider whether the
current guidance is appropriate based on the
definitions of assets and liabilities.
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INFORMATIONAL POINTS (cont.)
GASB UPDATES (cont.)
The GASB has two other projects which are on hold. They include the conceptual framework for
recognition and economic condition reporting – financial projections.
The GASB revisits GASB standards ten (10) years after issuance. The GASB is currently revisiting GASB
Statement No. 34, Basic Financial Statements – and Management’s Discussion and Analysis for State
and Local Governments, as well as reporting model-related pronouncements including Statements Nos.
37, 41, and No. 46 and Interpretation No. 6, Recognition and Measurement of Certain Liabilities and
Expenditures in Governmental Fund Financial Statements. The GASB has indicated that they are
revisiting the following major provisions of these standards: management’s discussion and analysis,
government-wide financial statements, fund financial statements, capital asset reporting, budgetary
comparisons, special purpose government reporting, and related notes to financial statements. In
addition, the GASB is revisiting debt extinguishments, which includes a reexamination of GASB
Statement Nos. 7, 23, and 62. We will share updates with you as they become available.
Full lists of projects, as well as many resources, are available on GASB’s website which is located at
www.gasb.org.
OMB UNIFORM GUIDANCE FOR FEDERAL AWARDS NOW IN EFFECT
As reported to you in the past, the U.S. Office of Management and Budget (OMB) issued comprehensive
grant reform rules titled “Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards” which affect federal awards issued after December 26, 2014. Therefore, the new
federal awards and funding increments you receive in 2015 will be subject to these rules.
The grant reform is intended to streamline the guidance on administrative requirements, cost principles,
and audit requirements for federal awards. The uniform guidance superseded OMB Circulars A-21, A-50,
A-87, A-89, A-102, A-110, A-122, and A-133.
Some of the most significant changes impacting many governments include payroll reporting, subrecipient
monitoring, procurement, indirect costs, and various changes to the allowability of certain costs. It is
important for management to perform a comprehensive analysis of the new rules to determine what
changes may be necessary to ensure your compliance. Visit our website at www.bakertilly.com/grantreform
for additional resources or call us with your questions.
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REQUIRED COMMUNICATIONS BY THE AUDITOR TO THOSE CHARGED WITH GOVERNANCE

To the Board Members
Aging and Disability Resource Center
of Central Wisconsin

OTHER INFORMATION IN DOCUMENTS CONTAINING AUDITED FINANCIAL STATEMENTS
Our responsibility does not extend beyond the audited financial statements identified in this report. We do not
have any obligation to and have not performed any procedures to corroborate other information contained in
client prepared documents, such as official statements related to debt issues.
PLANNED SCOPE AND TIMING OF THE AUDIT
We performed the audit according to the planned scope and timing previously communicated to you in our
Communication to those Charged with Governance and Management dated August 21, 2014.
QUALITATIVE ASPECTS OF THE ENTITY’S SIGNIFICANT ACCOUNTING PRACTICES
Accounting Policies
Management has the responsibility for selection and use of appropriate accounting policies. In accordance with
the terms of our engagement letter, we will advise management about the appropriateness of accounting
policies and their application. The significant accounting policies used by ADRC-CW are described in Note I to
the financial statements. No new accounting policies were adopted and the application of existing policies was
not changed during 2014. We noted no transactions entered into by ADRC-CW during the year that were both
significant and unusual, and of which, under professional standards, we are required to inform you, or
transactions for which there is a lack of authoritative guidance or consensus.
Accounting Estimates
Accounting estimates are an integral part of the financial statements prepared by management and are based
on management's knowledge and experience about past and current events and assumptions about future
events. Certain accounting estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ significantly from those
expected. There were no significant estimates affecting the financial statements.
Financial Statement Disclosures
The disclosures in the financial statements are neutral, consistent, and clear.
DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT
We encountered no significant difficulties in dealing with management in performing our audit.
CORRECTED AND UNCORRECTED MISSTATEMENTS
Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are trivial, and communicate them to the appropriate level of management.
There were no such misstatements identified.
However, we did prepare GASB No. 34 conversion entries which are summarized in the “Reconciliation of the
Balance Sheet of Governmental Funds to the Statement of Net Position” and the “Reconciliation of the
Statement of Revenues, Expenditures, and Changes in Fund Balances of Governmental Funds to the
Statement of Activities” in the financial statements.

Page 12

To the Board Members
Aging and Disability Resource Center
of Central Wisconsin

DISAGREEMENTS WITH MANAGEMENT
For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter that
could be significant to the financial statements or the auditor’s report. We are pleased to report that no such
disagreements arose during the course of our audit.
CONSULTATIONS WITH OTHER INDEPENDENT ACCOUNTANTS
In some cases, management may decide to consult with other accountants about auditing and accounting
matters. If a consultation involves application of an accounting principle to the governmental unit’s financial
statements or a determination of the type of auditors’ opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the consultant has
all the relevant facts. To our knowledge, there were no such consultations with other accountants.
MANAGEMENT REPRESENTATIONS
We have requested certain representations from management that are included in the management
representation letter. This letter is follows this required communication
INDEPENDENCE
We are not aware of any relationships between Baker Tilly Virchow Krause, LLP and ADRC-CW that, in our
professional judgment, may reasonably be thought to bear on our independence.
Relating to our audit of the financial statements of ADRC-CW for the year ended December 31, 2014, Baker
Tilly Virchow Krause, LLP hereby confirms that we are in our professional judgment, independent with respect
to the ADRC-CW in accordance with the Code of Professional Conduct issued by the American Institute of
Certified Public Accountants. We provided no services to the ADRC-CW other than audit services provided in
connection with the audit of the current year’s financial statements and nonaudit services which in our judgment
to not impair our independence.



Financial statement preparation
Trial balance formatting from general ledger data

None of these nonaudit services constitute an audit under generally accepted accounting standards, including
Government Auditing Standards.
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 ADRC-CW auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.
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MANAGEMENT REPRESENTATIONS

