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

In planning and performing our audit of the financial statements of the Aging and Disability Resource Center of
Central Wisconsin (ADRC-CW) as of and for the year ended December 31, 2009, in accordance with auditing
standards generally accepted in the United States of America, we considered its internal control over financial
reporting (internal control) as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of its
internal control. Accordingly, we do not express an opinion on the effectiveness of its internal control.
Our consideration of 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 significant deficiencies or material
weaknesses and, therefore, there can be no assurance that all such deficiencies have been identified .
However, as discussed below, we identified certain deficiencies in internal control that we consider to be a
material weakness and other deficiencies that we consider to be significant deficiencies.
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
misstate.ments 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 consider the following
deficiency in the ADRC-CW's internal control to be a material weakness:
>

Internal Control Over Financial Reporting

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance. We
consider the following deficiencies in the ADRC-CW's internal control to be significant deficiencies:
>
>

Internal Accounting Controls
Departmental Controls

The ADRC-CW's written response to the significant deficiencies and material weakness identified in our audit
has not been subjected to the auditing procedures applied in the audit of the financial statements and ,
accordingly, we express no opinion on it.
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To the Board Members
Aging and Disability Resource Center
of Central Wisconsin

This communication is intended solely for the information and use of management, those charged with
governance, and others within the organization and is not intended to be, and should not be, used by anyone
other than these specified parties.

Madison, Wisconsin
September 27,2010

INTERNAL CONTROL OVER FINANCIAL REPORTING

As your auditors, we are required to comment on your internal controls. In theory, a properly designed
system of internal controls consists of enough people, with sufficient training, to process and record
monthly transactions, as well as prepare a complete set of annual financial statements. However, while
most organization's staff do a good job of processing and recording monthly transactions, the reality is
that very few have the background, training or time needed to prepare annual financial statements.
The definition of a material weakness in internal control includes consideration of the year end financial
reporting process including the preparation of financial statements. In order for the ADRC-CW to avoid
this type of material weakness, the system of internal controls would need to be able to accomplish the
following:
Prepare a complete set of year end financial statements with a very high level of accuracy such that
there is only a remote likelihood that the auditor will discover a material change to the statements or
footnotes. We prepared the annual financial statements; therefore, this is a material weakness in your
internal control system.
This high level of internal control over financial reporting can be a difficult task for organizations. As
opposed to large private companies, most governmental organizations operate with only enough staff to
process monthly transactions and reports, and often rely on their auditors to prepare the year end
financial reporting. As this is the case with the ADRC-CW, we are now required to inform you that this is a
material weakness in your internal controls.

Management's Response
The Aging & Disability Resource Center will analyze the internal capacity as well as the cost of having a
complete set of annual financial statements prepared by an external vendor. Due to budget constraints
and future expansion, 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.

INTERNAL ACCOUNTING CONTROLS

As a result of our audit procedures, we are able to provide to you the following information about where
your controls over transactions either do not exist or could be improved.
Below is a list of potential controls that should be in place to achieve a higher level of reliability that errors
or irregularities in your processes would be discovered by your staff. Our procedures identified that these
controls do not currently exist, or are not documented, for the ADRC-CW. Keep in mind that some of
these controls may not be practical due to your staff size or other reasons. However, we are required to
communicate these to you. In addition, as you make changes within your organization, and we continue
to rotate audit procedures, more controls of this kind will likely be communicated to you.
CONTROLS OVER ACCOUNTS PAYABLE/DISBURSEMENTS

There should be an appropriate system for review and approval of vendors.
ENTITY-WIDE CONTROLS

A formal fraud risk evaluation process should be in place.
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INTERNAL ACCOUNTING CONTROLS (cont.)
Management's Response

Marathon County Finance provides fiscal services to the Aging & Disability Resource Center and as such
the Resource Center utilizes their accounting software for the recording of accounts payable. The
Resource Center in conjunction with Marathon County Finance Department provides the following
response:
The County has created internal accounting procedure manuals for each of our accounting software
applications. These manuals allow an accounting software user to create and process transactions
through an accounting cycle. County Finance Department provides training and has written accounting
procedure manuals for many of the major accounting cycles. These manuals are on the intra net for the
employees to access.
The County has changed several of its accounts payable processing procedures to create a more
comprehensive control over this accounting cycle. These efforts include the following:

>

The Finance Department has eliminated the ability for all Cayenta AP users to add one-time
vendors to the vendor list. There are several employees that do have access to the one-time
vendor for certain purposes.

>

The Finance Department has limited the number of employees whose primary job is to add new
vendors. This information has been communicated to the accounting staff in each County
department.

>

The Finance Department does review new vendors for large dollar purchases.

Formal Fraud Risk Evaluation Process

>

ADRC-CW Management will work with a designated person from the County, acting as Fiscal
Agent, to develop a formal fraud risk evaluation process for the ADRC-CW.

DEPARTMENTAL CONTROLS
As part of our annual audit process, we focus our efforts on the primary accounting systems, internal
controls, and procedures used by the ADRC-CW. This is in keeping with our goal to provide an audit
opinion which states that the financial statements of the ADRC-CW are correct in all material respects.
In some cases, the primary system of accounting procedures and controls of the ADRC-CW are
supported by smaller systems which are decentralized, and reside within a separate location. In many
cases, those systems are as simple as handling cash collections and remitting those collections to the
county treasurer, acting as the fiscal agent for ADRC-CW.
Generally, the more centralized a function is, the easier it is to design and implement accounting controls
that provide some level of checks and balances. That is because you are able to divide certain tasks over
the people available to achieve some segregation of duties. For those tasks that are decentralized, it is
usually very difficult to provide for proper segregation of duties. Therefore, with one person being involved
in most or all aspects of a transaction, you lose the ability to rely on the controls to achieve the
safeguarding of assets and reliability of financial records.
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DEPARTMENTAL CONTROLS (cont.)
As auditors, we are required to communicate with you on a variety of topics. Since there is now more
emphasis on internal controls and management's responsibilities, we believe it is appropriate to make
sure that you are informed about the lack of segregation of duties that may occur at locations that handle
cash or do miscellaneous billing.
As you might expect, similar situations are common in most governments.
As auditors, we are required to focus on the financial statements at a highly summarized level and our
audit procedures support our opinion on those financial statements. Locations that handle relatively
smaller amounts of money are not the primary focus of our audit. Yet, because of the lack of segregation
of duties, the opportunity for loss is higher there than in centralized functions that have more controls.
Because management is responsible for designing and implementing controls and procedures to detect
and prevent fraud, we believe that is important for us to communicate this information to you. We have no
knowledge of any fraud that has occurred or is suspected to have occurred within the decentralized
functions of ADRC-CW. However, your role as the governing body is to assess your risk areas and
determine that the appropriate level of controls and procedures are in place. As always, the costs of
controls and staffing must be weighed against the perceived benefits of safeguarding your assets.
Without adding staff or splitting up the duties, your own day-to-day contact and knowledge of the
operation are also important mitigating factors.
Management's Response
The ADRC-CW Management and County Finance will review and assess the processes used to collect
donations and minor charges received at various locations. We will continue to look at ways we can
mitigate the risk posed by these decentralized activities.

CURRENT YEAR POINT
INFORMA TlON TECHNOLOGY

As part of our 2009 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

During our audit we noted that the county does not formally review access levels on a regular basis. We
recommend that access rights be reviewed at least once a year by management to ensure users do not
have access beyond their job responsibilities and segregation of duties is maintained.
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INFORMATIONAL DISCLOSURES

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 contain the following
restriction: "This report is intended solely for the information and use of the client's management,
others within the ADRC-CW, federal and state awarding agencies and pass-through entities and
is not intended to be, and should not be, used by anyone other than these specified parties."
c.

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

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

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

b.

We understand that the 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?
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INFORMATIONAL DISCLOSURES (cont.)

Two WA y COMMUNICA TlON REGARDING YOUR AUDIT (cont.)
Also, is there anything that we need to know about the attitudes, awareness, and actions of the ADRCCW concerning:
a.

The 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.
With regard to the timing of our audit, here is some general information. Ifhecessary, we may do
preliminary audit work during the months of October-December, and sometimes early January. We
coordinate this preliminary fieldwork with that of the county. Our final fieldwork is scheduled during the
summer 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.
GASB No.

54: FUND BALANCE REPORTING

The Governmental Accounting Standards Board (GASB) has issued Statement No. 54, which changes
governmental financial reporting. These changes will affect your financial statements for the year ended
December 31, 2011, primarily the governmental fund's balance sheet presentation. No changes are
necessary for proprietary fund types or government-wide statements. The major change is to the
terminology used for fund balance reporting. The terms reserved, unreserved, designated, and
undesignated are being replaced with the following categories: nonspendable, restricted, committed,
assigned, and unassigned. The new categories are designed to promote more consistent financial
reporting throughout the nation.
The GASB made these changes to fund balance reporting to make it easier for the reader of financial
statements to determine the various levels of restrictions that exist for the future use of fund balance. In
addition to the new method for displaying fund balances, the Statement also clarifies the definitions of the
various governmental fund types.
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REQUIRED COMMUNICATIONS WITH THE ADRC-CW BOARD
OUR RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN THE UNITED
STATES OF AMERICA, GOVERNMENT AUDITING STANDARDS, OMS CIRCULAR A-133 AND THE STATE
SINGLE AUDIT GUIDELINES

The objective of a financial statement audit is the expression of an opinion on the financial statements.
We conducted the audit in accordance with auditing standards generally accepted in the United States of
America, Government Auditing Standards, OMS Circular A-133, and the State Single Audit Guidelines.
These standards require that we plan and perform our audit to obtain reasonable, rather than absolute,
assurance about whether the financial statements prepared by management with your oversight are free
of material misstatement, whether caused by error or fraud. Our audit included examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing accounting
principles used and significant estimates made by management, and evaluating the overall financial
statement presentation. Our audit does not relieve management or those charged with governance of
their responsibilities.
We also considered internal control over compliance with requirements that could have a direct and
material effect on a major federal or major state program 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 OMS Circular A-133 and the State Single Audit Guidelines.
As part of obtaining reasonable assurance about whether the ADRC-CW's financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit. Also, in accordance with OMS Circular A-133 and the
State Single Audit Guidelines, we examined, on a test basis, evidence about the ADRC-CW's compliance
with the types of compliance requirements described in the U. S. Office of Management and Budget
(OMB) Circular A-133 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 ADRC-CW's
compliance with those requirements. While our audit provides a reasonable basis for our opinion, it does
not provide a legal determination on the ADRC-CW's compliance with those requirements.
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 2008 Report on Internal Control.
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