Reporting and insights
from 2019 audit:
City of Rhinelander
September 25, 2020

Executive summary
To the City Council
We have completed our audit of the financial statements of the City of Rhinelander, Wisconsin (city) for
the year ended December 31, 2019, and have issued our report thereon dated September 25, 2020. This
letter presents communications required by our professional standards.
Your audit should provide you with confidence in your financial statements. The audit was performed
based on information obtained from meetings with management, data from your systems, knowledge of
your City’s operating environment and our risk assessment procedures. We strive to provide you clear,
concise communication throughout the audit process and of the final results of our audit.
Additionally, we have included information on key risk areas the City of Rhinelander should be aware of in
your strategic planning. We are available to discuss these risks as they relate to your organization’s
financial stability and future planning.
If you have questions at any point, please connect with us:
-

Kimberly M. Shult, Partner: kimberly.shult@bakertilly.com or +1 (612) 876 4912
Amanda R. Mboga, Senior Manager: amanda.mboga@bakertilly.com or +1 (612) 876 4909

Sincerely,
Baker Tilly US, LLP (formerly known as Baker Tilly Virchow Krause, LLP)

Kimberly M. Shult, CPA, Partner
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THIS COMMUNICATION IS INTENDED SOLELY FOR THE INFORMATION AND USE OF THOSE CHARGED WITH
GOVERNANCE, AND, IF APPROPRIATE, MANAGEMENT, AND IS NOT INTENDED TO BE AND SHOULD NOT BE USED BY
ANYONE OTHER THAN THESE SPECIFIED PARTIES.

Baker Tilly US, LLP trading as Baker Tilly is an independent member of Baker Tilly International. Baker Tilly International Limited is an English company. Baker Tilly
International provides no professional services to clients. Each member firm is a separate and independent legal entity, and each describes itself as such. Baker Tilly US, LLP is
not Baker Tilly International’s agent and does not have the authority to bind Baker Tilly International or act on Baker Tilly International’s behalf. None of Baker Tilly International,
Baker Tilly US, LLP nor any of the other member firms of Baker Tilly International has any liability for each other’s acts or omissions. The name Baker Tilly and its associated
logo is used under license from Baker Tilly International Limited. Baker Tilly US, LLP trading as Baker Tilly is a member of the global network of Baker Tilly International Ltd., the
members of which are separate and independent legal entities.

Audit objectives

Audit objectives
Our responsibilities
As your independent auditor, our responsibilities include:
-

-

-

-

Planning and performing the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement. Reasonable assurance is a high level of assurance.
Assessing the risks of material misstatement of the financial statements, whether due to fraud or
error. Included in that assessment is a consideration of the city’s internal control over financial
reporting.
Performing appropriate procedures based upon our risk assessment.
Evaluating the appropriateness of the accounting policies used and the reasonableness of significant
accounting estimates made by management.
Forming and expressing an opinion based on our audit about whether the financial statements
prepared by management, with the oversight of those charged with governance:
- Are free from material misstatement
- Present fairly, in all material respects, and in accordance with accounting principles generally
accepted in the United States of America
Performing tests related to compliance with certain provisions of laws, regulations, contracts and
grants, as required by Government Auditing Standards
Considering internal control over compliance with requirements that could have a direct and material
effect on major federal and major state programs to design tests of both controls and compliance with
identified requirements
Forming and expressing an opinion based on our audit in accordance with OMB’s Uniform
Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards (Uniform
Guidance) and State Single Audit Guidelines about the entity’s compliance with requirements
described in the OMB Compliance Supplement and State Single Audit Guidelines that could have a
direct and material effect on each of its major federal and major state programs.

We are also required to communicate significant matters related to our audit that are relevant to the
responsibilities of those charged with governance, including:
-

Qualitative aspects of the city’s accounting practice including policies, accounting estimates and
financial statement disclosures
Significant difficulties encountered
Disagreements with management
Corrected and uncorrected misstatements
Internal control matters
Significant estimates
Other findings or issues arising from the audit
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Management's responsibilities
Management

Auditor

Prepare and fairly present the
financial statements

Our audit does not relieve management or those
charged with governance of their responsibilities

Establish and maintain effective
internal control over financial
reporting and compliance with laws,
regulations, contracts and grants

An audit includes consideration of internal control
over financial reporting, but not an expression of
an opinion on those controls

Compliance with the types of
requirements described in the OMB
Compliance Supplement and the
State Single Audit Guidelines

While our audit provides a reasonable basis for our
opinion on compliance, it does not provide a legal
determination on compliance with those
requirements.

Provide us with written
representations at the conclusion of
the audit

See Appendix A for a copy of management's
representations
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Audit status

Audit status
Significant changes to the audit plan
There were no significant changes made to either our planned audit strategy or to the significant risks and
other areas of emphasis identified during the performance of our risk assessment procedures.
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Audit approach and results

Audit approach and results
Planned scope and timing
Audit focus
Based on our understanding of the city and environment in which you operate, we focused our audit on
the following key areas:
-

Key transaction cycles
Areas with significant estimates
Implementation of new accounting standards

Our areas of audit focus were informed by, among other things, our assessment of materiality. Materiality
in the context of our audit was determined based on specific qualitative and quantitative factors combined
with our expectations about the city’s current year results.

Implementation of GASB No. 84 reporting fiduciary activities
During the current year, your government implemented GASB Statement No. 84 – Fiduciary Activities.
This standard was issued to provide a clear foundation and reduce inconsistencies in reporting of
fiduciary activities. Implementation of this standard required the evaluation of various activities and
application of specific criteria to determine the fiduciary activities that required reporting. As a result of this
standard you will note the following changes in your financial statements from prior years:
-

Change in the activity that is reported through the tax collection custodial fund
Recognition of a liability to the beneficiaries in each fiduciary fund only when an event has occurred
that compels the government to disburse fiduciary resources
Presentation of additions and deductions on the statement of changes in fiduciary net position for all
fiduciary funds, including custodial funds

Implementation of GASB No. 88 financial reporting for debt disclosures
During the current year, your government implemented GASB Statement No. 88 – Certain Disclosures
Related to Debt, including Direct Borrowings and Direct Placements. Implementation of this standard
required the evaluation of the city’s outstanding debt issues and application of specific criteria to identify
direct borrowings and direct placements. This standard requires additional note disclosures related to the
debt obligations of your government.

Implementation of GASB No. 89 accounting for interest cost incurred before the end of a
construction period
During the current year, your government implemented GASB Statement No. 89 – Accounting for Interest
Cost Incurred before the End of a Construction Period. Implementation of this standard required that
interest cost incurred before the end of a construction period be recognized as an expense in the period
in which the cost is incurred instead of being included in the historical cost of a capital asset.
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Key areas of focus and significant findings
Significant risks of material misstatement
A significant risk is an identified and assessed risk of material misstatement that, in the auditor’s
professional judgment, requires special audit consideration. Within our audit, we focused on the following
areas below.
Significant risk areas

Testing approach

Conclusion

Management override of
controls

Incorporate unpredictability into
audit procedures, emphasize
professional skepticism and
utilize audit team with industry
expertise

Procedures identified provided
sufficient evidence for our audit
opinion

Inadequate segregation of
duties

Incorporate unpredictability into
audit procedures, emphasize
professional skepticism, utilize
audit team with industry
expertise and performance of
sufficient substantive procedures

Procedures identified provided
sufficient evidence for our audit
opinion

Other key areas of emphasis
We also focused on other areas that did not meet the definition of a significant risk, but were determined
to require specific awareness and a unique audit response.
Other key areas of emphasis
Cash and investments

Revenues and receivables

General disbursements

Payroll

Pension liabilities

Long-term debt

Capital assets including
infrastructure

Net position and fund balance
calculations

Financial reporting and required
disclosures
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Internal control matters
We considered the city’s internal control over financial reporting as a basis for designing our audit
procedures for the purpose of expressing our opinions on the financial statements. We are not expressing
an opinion on the effectiveness of the city’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 combination of deficiencies in internal control such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected, on a timely basis. We identified the following deficiencies as
material weaknesses:
- Inadequate Segregation of Duties
A properly designed system of internal control includes adequate staffing as well as policies and
procedures to properly segregate duties. This includes systems that are designed to limit the access or
control of any one individual to your government’s assets or accounting records, and to achieve a higher
likelihood that errors or irregularities in your accounting processes would be discovered by your staff in a
timely manner.
At this time, due to staffing and financial limitations, the proper internal controls are not in place to
achieve adequate segregation of duties. As a result, errors, irregularities or fraud could occur as part of
the financial reporting process that may not be discovered by someone in your organization. Therefore,
we are reporting a material weakness related to the internal control environment.
- Missing Key Controls
There are certain controls that are not currently in place related to significant transaction cycles. As a
result, there is a risk that erroneous or unauthorized transactions or misstatements could occur without
the knowledge of management or the governing body. Our recommendations for strengthening controls
are listed below.
Controls Over Accounts Payable/Disbursements
-

There should be controls over the process to review, record and approve retainages at year-end.
Controls Over Payroll

-

Persons preparing the payroll should be independent of other personnel duties or restricted from
access to the payroll account.
Controls Over Monthly and Year-end Accounting

-

Adjusting journal entries and supporting documentation should be reviewed and approved by an
appropriate person who is not the original preparer. This review should be documented and
controls should be in place to ensure that the population being reviewed is complete.
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-

Account reconciliations prepared throughout the year should be performed by someone
independent of processing transactions in the account.

Since the controls listed above or other compensating controls are not currently in place, errors or
irregularities could occur as part of the accounting processes that might not be discovered by
management or the governing body. Therefore, the absence of these controls is considered to be a
material weakness.
We recommend that a designated employee review the segregation of duties, risks, and these potential
controls and determine whether additional controls should be implemented. This determination should
take into consideration a cost / benefit analysis.
-

Financial Statement Close Process

Properly designed systems of internal control provide your organization with the ability to process and
record accurate monthly and year-end transactions and annual financial reports.
Our audit includes a review and evaluation of the internal controls relating to financial reporting. Common
attributes of a properly designed system of internal control for financial reporting are as follows:
-

There is adequate staffing to prepare financial reports throughout the year and at year-end.
Material misstatements are identified and corrected during the normal course of duties.
Complete and accurate financial statements, including footnotes, are prepared.
Complete and accurate schedule of expenditures of federal and state awards is prepared.
Financial reports are independently reviewed for completeness and accuracy.

Our evaluation of the internal controls over financial reporting has identified control deficiencies that are
considered material weakness surrounding the preparation of financial statements and footnotes
including the schedule of federal and state awards, adjusting journal entries identified by the auditors, and
an independent review of financial reports.
Management has not prepared financial statements that are in conformity with generally accepted
accounting principles or the schedule of expenditures of federal and state awards that is in conformance
with the applicable federal or state requirements. In addition, material misstatements in the general ledger
were identified during the financial audit.

City of Rhinelander | 2019 Financial Statement Audit
© 2019 Baker Tilly US, LLP

9/25/2020
Page | 13

Other comments and recommendations
General Fund Financial Position
The city's general fund equity totals $3,701,154 at December 31, 2019. This amount is segregated into
two classifications: nonspendable and unassigned.
Nonspendable fund balance represents the portion of fund balance which may not be appropriated for
expenditure either because it is not in spendable form or because legal or contractual requirements
required it to be maintained intact. In your case, general fund equity totaling $2,552,557 is considered
nonspendable due to inventories, prepaid items, and the long-term advances to the golf course,
environmental TIF #1, ambulance, shared ride transport grant and TIF #8 funds. This represents 69% of
the general fund’s equity.
Unassigned fund balance represents the amount available for appropriation. It also is a measurement of
the city’s current working capital position. If available funds are not sufficient to provide enough working
capital, the city may need to borrow on a short-term basis. At December 31, 2019, the city had an
unassigned balance of $1,148,597.
In 2014, the city adopted a formal fund balance policy. The policy defines the five categories of fund
balance, and authorizes the city council to commit fund balance and the city administrator to assign fund
balance. As part of the fund balance policy, the city adopted a minimum fund balance policy with a goal to
maintain an unassigned fund balance in the general fund equal to 25% of expenditures. The city
considers a balance of less than 15% to be cause for concern, barring unusual or deliberate
circumstances. The fund balance policy is in line with the Government Finance Officers Association
recommendations. Your available general fund balance at the end of 2019 compared to actual general
fund expenditures was 15.4%, which meets the minimum threshold per the city’s policy. Last year’s
percentage was 16.6% so there has been a decrease in available fund balance in relation to fund
expenditures.
We recommend that you consider options for increasing the general fund’s available fund balance and
take action as needed. One option may include paying down the golf course advance (see discussion in
next point). Actual revenues and expenditures for 2020 need to be carefully monitored to ensure that you
do not experience erosion of fund balance.

Golf Course Financial Position
As of December 31, 2019, the golf course owed the general fund $1,863,156, which represents the
accumulation of 2019 and prior year cash deficits for the golf course. This is up from $1,680,582 in 2018.
In addition, the golf course has a deficit net position of $1,740,209 at December 31, 2019, which
represents the accumulation of 2019 and prior year income statement deficits. This is up from a deficit of
$1,521,001 in 2018.
We understand that the city engaged a management company to oversee the operations of the golf
course in 2018. We recommend that you continue to monitor the financial results of the golf course.
Additional action may be needed to reduce the existing deficits.

Shared Ride Transport Grant Financial Position
As of December 31, 2019, the shared ride transport grant special revenue fund had a deficit fund balance
of $187,314. Only a portion of this deficit ($79,996) is anticipated to be covered by outstanding grant
funds. We recommend that you consider options for eliminating the remaining deficit.
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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: public works department, wastewater
treatment plant, police department, fire department, parks, logging museum, golf course, library, and
airport.
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:
-

Implement a centralized receipting process with adequate segregation of duties

-

For cash collections, ensure pre-numbered receipts are being used and all receipts in the
sequence are being reviewed by someone other than the person receipting the cash and receipts
tie to deposits

-

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

-

Require regular cash deposits to minimize collection on-hand

-

Limit the number of separate bank accounts

-

Segregate duties as much as possible – the person receipting cash should be separate from the
person preparing deposits and the person reconciling bank accounts should be separate from the
cash collection activity

-

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

-

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

As always, the cost of controls and staffing must be weighed against the benefits of safeguarding your
assets.

Lack of Documentation of Receipts
All money received by the city should have easily accessible supporting documentation detailing who,
when and what. We understand some documentation is currently shredded after a receipt has been
generated. We recommend the city develop a system for obtaining and organizing receipt documentation.
Scanning and storing receipts as electronic files would be one option.
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Grant Monitoring
Management is responsible for tracking the status of the grants the city receives. Currently, grant
documentation is generally retained by the department heads. Grant applications, notices of award and
reports of activity including supporting documentation should be maintained in a centralized location to
allow for adequate monitoring.
We recommend that appropriate grant information be given to the Finance Department at the time of the
grant award and each time a claim is filed. At year end, any funds that have been spent but not yet
claimed should be recorded as a receivable and (if applicable) included as a federal or state award for
single audit purposes. Implementing this change will improve the system of controls related to grant
reimbursement claims and contribute to the proper reporting of grant receivables and revenue at year
end, as well as ensure compliance with federal and state single audit requirements.

Reconciliation of Special Assessments
During the audit we noted differences between the special assessments receivable reported on the city's
general ledger and the city’s subsidiary records. The special assessments receivable should be
reconciled at least annually. The receivable balance of the general ledger account should equal the
balance in the subsidiary records at year end.
The reconciliation should be done at least annually to ensure that the general ledger balance is correct. If
the balances do not reconcile, the reasons should be found immediately with appropriate adjustments
made to the accounting records. The reconciliation would ensure that all payments on special
assessments are being properly recorded in both the general ledger and subsidiary records.

Procurement Rules for Expenditures Under Federal Grants Now in Effect
In December 2013, the US Office of Management and Budget (OMB) issued comprehensive grant reform
rules titled “Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards.” With that issuance, there were important updates made to various areas of federal grants
management. Procurement is one of the areas that had significant changes for some entities. In order to
allow time for implementation, the procurement rules were given a grace period, which has now expired.
Therefore, you must be compliant with the new guidelines beginning January 1, 2018 for calendar year
end entities. The new guidelines apply to all purchases made with federal funding.
The procurement sections of the Uniform Guidance can be found online in 2 CFR 200.318. Some of the
highlights include:
-

Written conflict of interest policies are required

-

The organization must document the procurement steps and activities required to be completed,
which includes the basis for the type of procurement, contract type and basis for the contractor
selection

-

Procurement must be done in a manner that prohibits the use of geographical preference, except
in certain cases

-

The five methods of procurement outlined are:
−

Micro-purchase – purchases where the aggregate dollar amount does not exceed $3,000
(adjusted by the Federal Acquisition Regulation). No competitive quotes are required if
management determines that the price is reasonable. When practical, the entity should
distribute micro-purchases equitably among qualified suppliers.

−

Small purchase – includes purchases up to the Simplified Acquisition Threshold, which starts
out at $150,000 but is periodically adjusted for inflation. Price or rate quotes must be obtained
from an adequate number of sources.

City of Rhinelander | 2019 Financial Statement Audit
© 2019 Baker Tilly US, LLP

9/25/2020
Page | 16

−

Sealed bids – used for purchases over the Simplified Acquisition Threshold. Formal
solicitation is required and the fixed price is awarded to the responsible bidder who
conformed to all material terms and is the lowest in price.

−

Competitive proposals – used for purchases over the Simplified Acquisition Threshold when
sealed bids are not appropriate. Contracts should be awards to the responsible firm whose
proposal is most advantageous to the program, with price being one of the various factors.

−

Noncompetitive proposals (also known as sole-source procurement) – used only when
specific criteria are met. Examples include when a public emergency does not allow time for
a competitive proposal process, an item is only available from one source, competition is
deemed inadequate after a number of attempts were made, or the federal awarding agency
authorizes noncompetitive proposals.

If your organization has not yet evaluated and/or revised your procurement policies for compliance with
the requirements under Uniform Guidance when entering into procurement transactions funded with
federal awards, we recommend that you do so as soon as possible. A high level of formal documentation
is required to meet the standards. As always, you will need to consider compliance with state
requirements as well.
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Required communications
Qualitative aspect of accounting practices
-

Accounting policies: Management is responsible for the selection and use of appropriate accounting
policies. In accordance with the terms of our engagement letter, we have advised management about
the appropriateness of accounting policies and their application. The significant accounting policies
used by the city are described in Note I to the financial statements. As described in Note I, the city
changed accounting policies related to: reporting for fiduciary activities by adopting GASB No. 84 –
Fiduciary Activities, financial reporting for debt disclosures by adopting GASB No. 88 – Certain
Disclosures Related to Debt, including Direct Borrowings and Direct Placements, and accounting for
interest expense during construction of capital assets by adopting GASB No. 89 – Accounting for
Interest Cost Incurred Before the End of a Construction Period in 2019. We noted no transactions
entered into by the city during the year for which accounting policies are controversial or for which
there is a lack of authoritative guidance or consensus or diversity in practice.

-

Accounting estimates: Accounting estimates, including fair value estimates, are an integral part of the
financial statements prepared by management and are based on management's knowledge and
experience about past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial statements, the
degree of subjectivity involved in their development and because of the possibility that future events
affecting them may differ significantly from those expected. The following estimates are of most
significance to the financial statements:
Estimate

Management’s process to
determine

Baker Tilly’s conclusions
regarding reasonableness

Net pension
liability and
related deferrals

Evaluation of information provided
by the Wisconsin Retirement
System

Reasonable in relation to the
financial statements as a whole

Allowance for
doubtful accounts

Evaluation of actual past due
balances and a contractual
allowance for ambulance
receivables

Reasonable in relation to the
financial statements as a whole

Depreciation

Evaluate estimated useful life of the
asset and original acquisition value
and/or PSC guidelines

Reasonable in relation to the
financial statements as a whole

Landfill liability

Estimate based on projections
made by a consultant

Reasonable in relation to the
financial statements as a whole

There have been no significant changes made by management to either the processes used to
develop the particularly sensitive accounting estimates, or to the significant assumptions used to
develop the estimates, noted above.
-

Financial statement disclosures: The disclosures in the financial statements are neutral, consistent
and clear.
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Significant unusual transactions
There have been no significant transactions that are outside the normal course of business for the city or
that otherwise appear to be unusual due to their timing, size or nature.

Difficulties encountered during the audit
We encountered no significant difficulties in dealing with management and completing our audit.

Disagreements with management
Professional standards define a disagreement with management as a matter, whether or not resolved to
our satisfaction, concerning a financial accounting, reporting, or auditing matter that could be significant to
the financial statements or the auditors' report. We are pleased to report that no such disagreements
arose during the course of our audit.

Management’s consultations with other accountants
In some cases, management may decide to consult with other accountants about auditing and accounting
matters. Management informed us that, and to our knowledge, there were no consultations with other
accountants regarding auditing or accounting matters.

Written communications between management and Baker Tilly
The Appendix includes copies of other material written communications, including a copy of the
management representation letter.

Uncorrected misstatements and corrected misstatements
Professional standards require us to accumulate misstatements identified during the audit, other than
those that are clearly trivial, and to communicate accumulated misstatements to management. The
schedule within the Appendix summarizes the uncorrected misstatements, other than those that are
clearly trivial, that we presented to management and the corrected misstatements that, in our judgment,
may not have been detected except through our auditing procedures. Some of the corrected
misstatements are considered to be material to the financial statements. The internal control matters
section of this report describes the effects on the financial reporting process indicated by the uncorrected
misstatements and corrected misstatements, other than those that we consider to be of a lesser
magnitude than significant deficiencies and material weaknesses.
Management has determined that the effects of the uncorrected misstatements are immaterial, both
individually and in the aggregate, to the financial statements as a whole. The uncorrected misstatements
or the matters underlying them could potentially cause future period financial statements to be materially
misstated, even though, in our judgment, such uncorrected misstatements are immaterial to the financial
statements under audit.
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Compliance with laws and regulations
We identified areas non-compliance with laws and regulations during our audit. The city had expenditures
in excess of budget for multiple funds; these are described in Note II of the financial statements.
We will issue a separate document which contains the results of our audit procedures to comply with the
Uniform Guidance and State Single Audit Guidelines.

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

Going concern
Pursuant to professional standards, we are required to communicate to you, when applicable, certain
matters relating to our evaluation of the city’s ability to continue as a going concern for a reasonable
period of time but no less than 12 months from the date the financial statements are issued or available to
be issued, including the effects on the financial statements and the adequacy of the related disclosures,
and the effects on the auditor's report. No such matters or conditions have come to our attention during
our engagement.

Independence
We are not aware of any relationships between Baker Tilly and the city that, in our professional judgment,
may reasonably be thought to bear on our independence.

Related parties
We did not have any significant findings or issues arise during the audit in connection with the city’s
related parties.

Other audit findings or issues
We encountered no other audit findings or issues that require communication at this time.
We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the city’s 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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Other matters
We applied certain limited procedures to the required supplementary information (RSI) that supplements
the basic financial statements. Our procedures consisted of inquiries of management regarding the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We did not audit the RSI and do not express an opinion or provide
any assurance on the RSI.
We were engaged to report on the supplementary information which accompanies the financial
statements but is not RSI. With respect to the supplementary information, we made certain inquiries of
management and evaluated the form, content, and methods of preparing the information to determine
that the information complies with accounting principles generally accepted in the United States of
America, the method of preparing it has not changed from the prior period, and the information is
appropriate and complete in relation to our audit of the financial statements. We compared and reconciled
the supplementary information to the underlying accounting records used to prepare the financial
statements or to the financial statements themselves.

Nonattest services
The following nonattest services were provided by Baker Tilly:
-

Financial statement preparation
Preparation of the schedule of expenditures of federal and state awards and related Part II of the
Data Collection Form
Adjusting journal entries
Compiled regulatory reports
Compiled TIF financial statements
Civic Systems software

In addition, we prepared 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.
None of these nonattest services constitute an audit under generally accepted auditing standards,
including Government Auditing Standards.
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Accounting changes
relevant to the City of Rhinelander

Accounting changes relevant to the City of
Rhinelander
Future accounting standards updates
GASB
Statement
Number

Description

Potentially
Impacts
you

Effective Date

87

Leases

12/31/22*

91

Conduit Debt

12/31/22*

92

Omnibus 2020

12/31/22*

93

Replacement of Interfund Bank Offered
Rates

12/31/22*

94

Public-Private and Public-Public Partnerships
and Availability Payment Arrangements

12/31/23

*The statements listed above through Statement No. 93 had their required effective dates postponed by
one year with the issuance of Statement No. 95, Postponement of Effective Dates of Certain Authoritative
Guidance, with the exception of Statement No. 87 which was postponed by one and a half years. The
effective date reflected above is the required revised implementation date.

Further information on upcoming GASB pronouncements.
Preparing for the new lease standard
GASB’s new single model for lease accounting will be effective for the upcoming year. This standard will
require governments to identify and evaluate contracts that convey control of the right to use another
entity’s nonfinancial asset as specified in the contract for a period of time in an exchange or exchangelike transaction. Contracts meeting the criteria for control, term and other items within the standard will
result in recognizing a right to use asset and lease liability or a receivable and deferred inflow of
resources.
We recommend the city review this standard and start planning now as to how this will affect your
financial reporting. We recommend that you begin by completing an inventory of all contracts that might
meet the definition of a lease. The contract listing should include key terms of the contracts such as:
-

Description of contract
Underlying asset
Contract term
Options for extensions and terminations
Service components, if any
Dollar amount of lease
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In addition, the city should begin to establish a lease policy to address the treatment of common lease
types, including a dollar threshold for each lease. We are available to discuss this further and help you
develop an action plan.
Learn more about GASB 87.

Planning for the new conduit debt reporting
Conduit debt includes arrangements where there are three separate parties involved including a third
party that is obligated for payment, a debt holder or lender and an issuing party which is often a
government. This standard provides additional criteria for identifying and classifying conduit debt with the
intent of providing consistency in how the debt is recorded and reported in governmental financial
statements. The city should identify any existing debt arrangements involving third party obligors and
evaluate how those arrangements will be reported under the new standard in order to determine the
potential impact of this standard on future financial reporting.
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Trending challenges
for organizations

Trending challenges for organizations
Management and the governing body of the city must keep the future in mind as they evaluate strategies
to achieve future growth. Keeping a balance between risk and sustainability is key, and organizations
need to think beyond their immediate needs to their long term goals. Economic uncertainty, coupled with
key risk areas and fast paced technology change, make strategic planning complex. Begin the discussion
with your management team to find your path to your future.

2020 strategic risks for boards
Evaluating and mitigating the greatest risks
Public sector organizations face a multitude of internal and external
risks in an evolving landscape. Risks can stem from strategy,
finances, legal situations, operations, regulatory compliance,
information technology, economic environment, and/or fraud, waste
and abuse.
By employing a risk assessment, areas with the greatest needs and
highest risks are evaluated. Then a risk mitigation plan can be
developed and deployed.
Learn about risk assessment types, tools and strategies.

Cybersecurity
Operational reporting on cybersecurity effectiveness
As boards engage management in cybersecurity risk
discussions, directors should expect management to produce
reports on the effectiveness of the organization's
cybersecurity-risk management program. Management can
(and should) collect and analyze relevant performance
measures and metrics to determine if cybersecurity
safeguards and controls are operating as intended, and
whether any corrective action should be taken to strengthen
management's risk-mitigation approaches. While not an
exhaustive list, some key processes on which management
should report include these:
-

Incident management
Risk management and governance
Independent assurance on the cybersecurity program

WATCH: On demand webinar about board
governance over cybersecurity.

Learn more about cybersecurity risk management.
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The talent problem
Establishing a lifeline for your shifting workforce
Employee recruitment and retention challenges are an all too common struggle
in the public sector:
-

Aging workers with institutional knowledge retire
High demand for small qualified candidate pool
Perception of geographic disadvantages
Wage/benefit competition with private sector
Lean operations exclude investments in recruitment, on-the-job training and
technology
Unclear growth and career advancement tracks

Download

Sustainable organizations must have a robust workforce development and
succession planning program. Learn how to get started and incorporate a workforce/succession planning
program with existing operational practices.

Operational and organizational sustainability
Aligning resources with strategy
As new demands confront the public sector
industry, it’s easy to solve an immediate problem
instead of pausing to take a holistic view. Rippling
inefficiencies, increasing financial pressures, taxing
staff resources and plummeting constituent
satisfaction can pile atop organizations already
facing pressure to improve efficiency, effectiveness,
relevance and financial viability.
An operational review follows a systematic,
strategic approach to understanding an entity’s
operations and performance. Opportunities to
improve processes, bolster internal controls and
reduce costs are uncovered in order to realign
organizational resources and strategic objectives.
Learn invaluable methods for executing an operational review while maintaining day-to-day operations.
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COVID-19 risks and ongoing response
Staying nimble and resilient during unprecedented distribution
COVID-19 has challenged all organizations and the effects continue to unfold. It is critical that
management and governing bodies stay nimble to respond to direct and indirect effects of this disruption
on operations, cash flow, and people. Some best practices to consider include:
− Establish mechanisms to track COVID-19 related expenses, lost
revenues or delayed revenues
− Monitor cash flow projections and seek short term liquidity help
− Create a policy and forms for compliance with Family First
Coronavirus Response Act
− Compare anticipated results to bond covenants
− Re-evaluate TIF projections with revised development scenarios
− Develop a strategy for leading your community through the crisis
Learn about public sector Coronavirus resources, including the latest news on business continuity and
cash flow management, Federal stimulus and tax developments, and more.
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Appendix A: Management
representation letter

Appendix B: Uncorrected and corrected
misstatements

Uncorrected misstatements
-

See Appendix A for a summary of the financial statement effects of the uncorrected misstatements.

Corrected misstatements
Following is a comprehensive listing of entries proposed during the audit and subsequently corrected by
management. Some of these entries did have a material impact on the city’s financial statements.
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City of Rhinelander
Year End: December 31, 2019
Adjusting Journal Entries

Number

Date

Name

Account No

Debit

Credit

A01

12/31/2019

SPECIAL ASSEMENTS RECEIVABLE

450-126000-00 450

(19,113.00)

A01

12/31/2019

SPECIAL ASSEMENTS RECEIVABLE

450-126000-00 450

(19,113.00)

A01

12/31/2019

SPECIAL ASSESSMENT BOND PYABLE

450-293000-00 450

19,113.00

A01

12/31/2019

SPECIAL ASSESSMENT BOND PYABLE

450-293000-00 450

19,113.00

To correct the adjustment for special assessment receivable
in the capital projects fund (entry made backwards).

A02

12/31/2019

CPLT DEBT- GC CART PATHS 2010B

604-214001-00 604

A02

12/31/2019

LT DEBT - GC CART PATHS 2010B

604-291001-00 604

(10,000.00)
10,000.00

To adjust current and long-term portions of 2010 debt
issue (entry made backwards).

A03

12/31/2019

UNAVAILABLE REVENUE

303-260000-00 303

A03

12/31/2019

SHORTFALL PAYMENT

303-468403-00-000 303

(19,890.00)
19,890.00

To move 2019 tax shortfall payment into unearned revenue
account (to be consistent with the related taxroll
accounting). REVERSE IN 2020.

A04

12/31/2019

ACCUMULATED DEPRECIATION

620-189110-00 620

(5,698.00)

A04

12/31/2019

ACC DEP-CONTRIBUTED ASSETS

620-189111-00 620

A04

12/31/2019

ACCUMULATED DEPRECIATION

630-189110-00 630

(4,272.00)

A04

12/31/2019

ACCUMULATED DEPRECIATION

640-189110-00 640

(1,532.00)

A04

12/31/2019

ACCUMULATED DEPR CONTRIBUTED

640-189111-00 640

(6.00)

A04

12/31/2019

DEPRECIATION EXPENSE

620-536000-00-403 620

A04

12/31/2019

DEPRECIATION EXP CONTRIBUTED

620-536000-00-426 620

A04

12/31/2019

DEPRECIATION EXPENSE

630-537000-00-403 630

4,272.00

A04

12/31/2019

DEPRECIATION EXPENSE

640-538000-00-403 640

1,532.00

A04

12/31/2019

DEPRECIATION EXP CONTRIBUTED

640-538000-00-426 640

6.00

4.00

5,698.00
(4.00)

To adjust utility depreciation expense to actual.
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A05

12/31/2019

ACCOUNTS (VOUCHERS) PAYABLE

630-212000-00 630

A05

12/31/2019

ACCRUED INTEREST PAYABLE

630-224000-00 630

31,892.00
(31,892.00)

To reclassify interest payable on the interim financing debt,
from accounts payable to accrued interest
payable. REVERSE IN 2020.

A06

12/31/2019

UNAVAILABLE REV - OVER 60 DAYS

211-260000-00 211

A06

12/31/2019

TRANSPORTATION AIDS - FED

211-432310-00-000 211

(48,870.00)
48,870.00

To move federal portion of Shared Ride Taxi receivable
to unavailable revenues (received after 60 days).
REVERSE IN 2020.

A07

12/31/2019

ACCOUNTS RECEIVABLE (MISC A/R)

100-131000-00 100

62,146.00

A07

12/31/2019

CABLE FRANCHISE FEE

100-463220-04-000 100

(62,146.00)

(10,267.00)

To record 4th quarter cable franchise fees.
REVERSE IN 2020.

A08

12/31/2019

TREASURER'S WORKING CASH

100-111100-00 100

A08

12/31/2019

WORKING CASH

620-111100-00 620

10,267.00

A08

12/31/2019

TAXES FROM MUNICIPAL UTILITY

100-492001-00-000 100

10,267.00

A08

12/31/2019

TRANS OUT PILOT

620-592000-00-000 620

(10,267.00)

To adjust property tax equivalent to actual at year
end (per PSC report schedule W-07).

A09

12/31/2019

NONSPENDABLE FUND BALANCE

100-341100-00 100

A09

12/31/2019

UNDESIGNATED FUND BALANCE

100-343000-00 100

(527,846.00)
527,846.00

To adjust nonspendable fund balance to actual
at year end. REVERSE IN 2020.
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A10

12/31/2019

MAINS

620-183430-00 620

(18,220.00)

A10

12/31/2019

SERVICES

620-183450-00 620

(3,000.00)

A10

12/31/2019

HYDRANTS

620-183480-00 620

(1,000.00)

A10

12/31/2019

ACCUMULATED DEPRECIATION

620-189110-00 620

A10

12/31/2019

SERVICES,TRAPS, ACCESSORIES

630-183120-00 630

(4,000.00)

A10

12/31/2019

COLLECTION MAINS/ACCESSORIES

630-183130-00 630

(8,800.00)

A10

12/31/2019

RECEIVING WELLS

630-183220-00 630

(33,500.00)

A10

12/31/2019

ACCUMULATED DEPRECIATION

630-189110-00 630

A10

12/31/2019

COLLECTION MAINS/ACCESSORIES

640-183130-00 640

A10

12/31/2019

ACCUMULATED DEPRECIATION

640-189110-00 640

5,400.00

33,482.00

22,220.00

46,300.00
(5,400.00)

To record Wabash removals.

A11

12/31/2019

WORKING CASH

620-111100-00 620

A11

12/31/2019

WORKING CASH

630-111100-00 630

A11

12/31/2019

OTHER WATER REVENUES

620-464740-00-000 620

(5,250.00)

A11

12/31/2019

DEPRECIATION EXPENSE

620-536000-00-403 620

(21,194.00)

A11

12/31/2019

TAX EXPENSE

620-536000-00-408 620

(7,038.00)

A11

12/31/2019

DEPRECIATION EXPENSE

630-537000-00-403 630

21,194.00

A11

12/31/2019

MISC GENERAL EXPENSES

630-537000-00-856 630

12,288.00

(33,482.00)

To allocate joint meter expenses.

A12

12/31/2019

PETTY CASH/CHANGE FUNDS

100-118000-00 100

(369.00)

A12

12/31/2019

DUE FROM GOLF COURSE

100-156003-00 100

369.00

A12

12/31/2019

PETTY CASH/CHANGE FUNDS

604-118000-00 604

369.00

A12

12/31/2019

DUE TO GENERAL FUND

604-253000-00 604

(369.00)

To eliminate negative cash in golf course petty
cash account. REVERSE IN 2020.

A13

12/31/2019

ELECTRICAL PUMPING EQUIPMENT

620-183250-00 620

A13

12/31/2019

MAINT OF PUMPING PLANT

620-536000-00-625 620

13,702.00
(13,702.00)

To capitalize Well #5 VFD upgrade.
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A14

12/31/2019

HO 001A LOANS RECEIVABLE

204-171202-00 204

(6,782.00)

A14

12/31/2019

HO 001B LOANS RECEIVABLE

204-171203-00 204

(1,085.00)

A14

12/31/2019

HO 113 LOANS RECEIVABLE

204-171314-00 204

(4,881.00)

A14

12/31/2019

UNAVAILABLE REVENUE

204-260000-00 204

4,881.00

A14

12/31/2019

UNAVAILABLE REVENUE

204-260000-00 204

6,782.00

A14

12/31/2019

UNAVAILABLE REVENUE

204-260000-00 204

1,085.00

To remove loans on foreclosed properties from the books
(exact amount $4,881.34 for HO 113).

938,988.00
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Appendix C: 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:
c.

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
performed 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.

d. The concept of materiality recognizes that some matters, either individually or in the aggregate,
are important for fair presentation of financial statements in conformity with generally accepted
accounting principles while other matters are not important. In performing the audit, we are
concerned with matters that, either individually or in the aggregate, could be material to the
financial statements. Our responsibility is to plan and perform the audit to obtain reasonable
assurance that material misstatements, whether caused by errors or fraud, are detected.
Our audit will be performed in accordance with auditing standards generally accepted in the
United States of America and Government Auditing Standards, OMB’s Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance)
and the State Single Audit Guidelines.
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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, the Uniform Guidance, 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 that 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 the Uniform Guidance, 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.
e. Your financial statements contain components, as defined by auditing standards generally
accepted in the United States of America, which we also audit.
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 City Council has the responsibility to oversee the strategic direction of
your organization, as well as the overall accountability of the entity. Management has the
responsibility for achieving the objectives of the entity.
c.

We need to know your views about your organization’s objectives and strategies, and the related
business risks that may result in material misstatements.

d. We anticipate that the city will receive an unmodified opinion on its financial statements.
e. Which matters do you consider warrant particular attention during the audit, and are there any
areas where you request additional procedures to be undertaken?
f.

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

g. Are there other matters that you believe are relevant to the audit of the financial statements?
Also, is there anything that we need to know about the attitudes, awareness, and actions of the governing
body concerning:
a. The entity’s internal control and its importance in the entity, including how those charged with
governance oversee the effectiveness of internal control?
b. The detection or the possibility of fraud?
We also need to know if you have taken actions in response to developments in financial reporting, laws,
accounting standards, governance practices, or other related matters, or in response to previous
communications with us.
With regard to the timing of our audit, here is some general information. If necessary, we may do
preliminary audit work during the months of December or January. Our final financial audit fieldwork is
scheduled during the spring 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.
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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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