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To the Honorable Mayor and City Council
City of Appleton, Wisconsin

We have audited the financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the City of
Appleton, Wisconsin (the “City”) for the year ended December 31, 2017. The City's financial statements, including our
report thereon dated June 22, 2018, are presented in a separate audit report document. Professional standards require
that we provide you with the following information related to our audit.

OUR RESPONSIBILITIES UNDER U.S. GENERALLY ACCEPTED AUDITING STANDARDS, GOVERNMENT AUDITING
STANDARDS, UNIFORM GUIDANCE AND STATE SINGLE AUDIT GUIDELINES

As stated in our engagement letter, our responsibility, as described by professional standards, is to express opinions
about whether the financial statements are fairly presented, in all material respects, in conformity with accounting
principles generally accepted in the United States of America. Our audit of the financial statements does not relieve you
or management of your responsibilities.

In planning and performing our audit, we considered the City's internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinions on the financial statements and not to
provide assurance on the internal control over financial reporting. We also considered internal control over compliance
with requirements that could have a direct and material effect on major federal and state programs in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with Uniform Guidance and the State Single Audit Guidelines.

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

PLANNED SCOPE AND TIMING OF THE AUDIT
We performed the audit according to the planned scope and timing previously communicated to you in our
correspondence about planning matters.
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SIGNIFICANT AUDIT FINDINGS
Consideration of Internal Control

FINANCIAL STATEMENTS

In planning and performing our audit of the financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City as of and for the year ended December 31, 2017, in accordance with auditing standards
generally accepted in the United States of America, we considered the City's internal control over financial reporting
(internal control) as a basis for designing audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City's internal control. Accordingly, we do not express an opinion on the effectiveness of the City's
internal control. Our report on internal control over financial reporting and on compliance and other matters is
presented on pages 138 - 139 of the annual report.

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 exist when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency or a combination of deficiencies in internal control,
such that there is a reasonable possibility that a material misstatement of the City's financial statements will not be
prevented, or detected and corrected, on a timely basis. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses.

FEDERAL AND STATE AWARDS

In planning and performing our audit of compliance for each major federal and state program, we considered the City's
internal control over compliance (internal control) as a basis for designing audit procedures for the purpose of
expressing our opinion on compliance requirements that could have a direct and material effect on each of the City's
major federal and state programs for the year ended December 31, 2017, but not for the purpose of expressing an
opinion on the effectiveness of the City's internal control. Accordingly, we do not express an opinion on the
effectiveness of the City's internal control. Our report on internal control over compliance is presented on pages 140 -
141 of the annual report.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies and
therefore material weaknesses or significant deficiencies may exist that were not identified.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
noncompliance on a timely basis. A material weakness is a deficiency or a combination of deficiencies in internal control,
such that there is a reasonable possibility that noncompliance of the City’'s major federal or state award programs will
not be prevented, or detected and corrected, on a timely basis. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses.



Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by the City are described in Note 1 to the financial statements. No new accounting policies were adopted
and the application of existing policies was not changed during 2017. We noted no transactions entered into by the
City during the year for which there is a lack of authoritative guidance or consensus. To the best of our knowledge, all
significant transactions have been recognized in the financial statements in the proper period.

Accounting 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. The most sensitive
estimates included in the financial statements were:

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

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

» Management's estimate of the amortization period of intangible assets and deferred costs are based upon analysis
of the expected useful life of the intangible assets. We evaluated the key factors and assumptions used to develop
the reserves in determining that it is reasonable in relation to the financial statements taken as a whole.

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

» Management's estimate of the fair value of the investments is based on ending market values as of December 31,
2017 as reported by the investment managers. We evaluated the key factors and assumptions used in valuing the
investments in determining that they are reasonable in relation to the financial statements taken as a whole.

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

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

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



Corrected and Uncorrected Misstatements

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

Disagreements with Management

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

Management Representations

We have requested certain representations from management that are included in the management representation
letter dated June 22, 2018. The management representation letter follows this communication.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters,
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting
principle to the City’s financial statements or a determination of the type of auditors’ opinion that may be expressed on
those statements, our professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing standards,
with management each year prior to retention as the City's auditors. However, these discussions occurred in the normal
course of our professional relationship and, to the best of our knowledge, our responses were not a condition to our
retention.

Other Matters

We applied certain limited procedures to the management’s discussion, the budgetary comparison information and
analysis and the schedules relating to pensions and other postemployment benefits, which are 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 RSl and do not express an opinion or provide any assurance
on the RSI.

We were engaged to report on the supplementary information, which accompanies the financial statements but is not
RSI. With respect to this supplementary information, we made certain inquiries of management and evaluated the
form, content, and methods of preparing the information to determine that the information complies with accounting
principles generally accepted in the United States of America, the method of preparing it has not changed from the
prior period, and the information is appropriate and complete in relation to our audit of the financial statements. We
compared and reconciled the supplementary information to the underlying accounting records used to prepare the
financial statements or to the financial statements themselves.



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

Restriction on Use

This information is intended solely for the information and use of the Honorable Mayor and Common Council, and
management of City of Appleton and is not intended to be, and should not be, used by anyone other than these
specified parties.

Sincerely,

oo S

Certified Public Accountants

Green Bay, Wisconsin
June 22,2018



Summary Financial Information

GOVERNMENTAL FUND BALANCES

Presented below is a summary of the City's governmental fund balances on December 31, 2017 and 2016. This
information is provided for assessing financial results for 2017 and for indicating financial resources available at the
start of the 2018 budget year.

12/31/17 12/31/16
General Fund
Nonspendable
Inventories S 922,307 S 980,250
Prepaid items 9,107 -
Delinquent special assessments held in trust - 654
Advance to other funds (principal portion) 7,942,814 7,126,814
Developer loans 892,480 977,090
Assigned
PILOT applied to the subsequent year's budget 1,911,842 1,911,136
Subsequent year expenditures 100,000 72,573
Carryover appropriations 2,076,614 2,835,912
Compensated absences 5,041,508 4,928,582
Health insurance 576,565 620,218
Debt service 1,994,034 1,753,609
Unassigned 8,711,055 10,374,404
Total general fund 30,178,326 31,581,242
Special Revenue Funds
Community development block grant (1,622) -
Rental energy grants 8,951 8,951
Sanitation & recycling program 1,447,054 1,485,193
Tax incremental district no. 3 (7,287,715) (8,970,942)
Health grants (5,441) (5,439)
Police grants (6,451) (10,178)
Hazardous materials level A 320,295 360,222
Room tax 6,115 -
Continuum of care 5,000 5,000
HOME homeowner 127,272 103,502
Housing rehabilitation grant 21,049 -
Business and neighborhood revitalization grant 6,208 3,222
Emergency shelter (2,283) (5,443)
Lead hazard control grant 45,375 43,222
Tuchscherer disability 24,192 30,380
Peabody estate 65,914 65,457
Lutz Park 137,346 136,396
Park purpose open space 86,888 324,532
Union Spring Park 2,547 2,529
Project City Park 5,989 5,948
Miracle league baseball 25,974 25,795
Total special revenue funds (4,967,343) (6,391,653)




12/31/17 12/31/16

Debt Service Fund S 1,345,594 S 1,419,419

Capital Projects Funds
Facilities capital projects 1,416,238 7,642,417
Subdivision development projects 2,196,567 1,772,205
Industrial Park Land 796,724 972,758
Tax incremental district no. 6 (5,830,911) (4,101,343)
Tax incremental district no. 7 666,160 554,032
Tax incremental district no. 8 (156,151) (671,750)
Tax incremental district no. 9 92,087 (16,306)
Tax incremental district no. 10 87,141 47,216
Tax incremental district no. 11 (1,025) -
Tax incremental district no. 12 (1,025) -
Public safety facilities 60,647 14,624
Public works equipment 1,168,963 1,236,991
CEA replacement 2,736,373 2,299,055
Community development 176,363 465,605
Exhibition center - (1,510,069)
City center facilities (82,076) -
Information technology 395,049 533,941
Total capital projects funds 3,721,124 9,239,376

Total governmental fund balances $ 30,277,701 S 35,848,384

General Fund

As the main operating fund of the City, a strong general fund balance is important to maintain the City's long-term
financial stability. Accordingly, the City maintains a reserve policy which stipulates that the total unreserved fund
balance (excluding designations for debt service) will be 25% of the following year’s budgeted appropriations. The
policy also calls for an assigned balance for debt service of 25% of the ensuing year's debt service requirements, with
75% of any excess funds over these amounts used for the reduction of long-term liabilities and the remaining excess
subject to recommendation from the Finance Committee and final Council approval. A summary of the City’'s 2017
general fund in comparison to this policy follows:

Fund balance, December 31, 2017 $ 30,178,326
Less: Nonspendable fund balance (9,766,708)
Less: Assigned fund balance
PILOT applied to the subsequent year's budget (1,911,842)
Health insurance (576,565)
Debt service (25% of ensuring year's debt service requitements) (1,994,034)
Subsequent years expenditures of carryover (2,176,614)
Less: Working capital (25% of 2018 budgeted expenditures) (15,728,986)
General fund balance (in excess (deficiency) of reserve policy) S (1,976,423)

The City’s general fund as of December 31, 2017 exceeded the projected balance of $28,496,530 in the City’'s 2018
budget primarily due to lower expenditures than projected. In looking at the individual components, the nonspendable
fund balance was up due to additional advances to other funds, while the City carried forward budget appropriations of
$2,176,614. General fund operating results and budgetary highlights are summarized in the City's Management's
Discussion and Analysis on pages 12 and 14, respectively, of the comprehensive annual financial report.



WATER UTILITY

A comparative summary of the Water Utility’s change in net position for the years ended December 31, 2017 and 2016
appears below:

2017 2016
Operating Revenues
Charges for services $ 20,321,981 S 20,627,276
Other 693,499 576,651
Total operating revenues 21,015,480 21,203,927
Operating Expenses
Operation and maintenance 8,373,876 8,370,020
Depreciation 4,532,727 4,517,926
Taxes 1,841,497 1,911,136
Total operating expenses 14,748,100 14,799,082
Operating income 6,267,380 6,404,845
Nonoperating Revenues (Expenses)
Interest expense (2,095,814) (2,861,629)
Investment income 177,736 132,722
Debt issuance costs (20,500) (286,749)
Loss onsale of assets (39,965) -
Amortization of prior losses on refunding bonds (229,730) (209,558)
Amortization of premium on debt issuance 660,996 319,443
Miscellaneous 17,898 18,518
Total nonoperating revenues (expenses) (1,529,379) (2,887,253)
Income before capital contributions and transfers 4,738,001 3,517,592
Capital contributions 736,903 355,807
Transfers out (13,800) (13,800)
Change in net position 5,461,104 3,859,599
Net position - January 1 83,575,598 79,715,999
Net position - December 31 S 89,036,702 $ 83,575,598

The water utility’s net position increased by $5,461,104 for 2017 compared to an increase of $3,859,599 for 2016.
From an operating perspective, there was a slight decrease in operating revenues, with constant operating expenses.

The following analysis compares the 2017 and 2016 rate of return as calculated by the Public Service Commission (PSC).
The primary differences in the operating income shown above and the operating income below is that depreciation on
contributed plant is excluded from operating expenses per in the PSC calculation. The authorized rate of return
approved by the PSCis 7.0%.

2017 2016
Rate Base (Average Balances) $ 108,488,405 S 107,318,938
Operating Income ) 6,693,069 ) 6,795,154
Rate of Return 6.17% 6.33%




WASTEWATER UTILITY

A comparative summary of the Wastewater Utility’s change in net position for the years ended December 31, 2017 and
2016 appears below:

2017 2016

Operating Revenues

Charges for services S 9,367,786 $ 9,358,103

Other 2,776,401 2,236,578

Total operating revenues 12,144,187 11,594,681
Operating Expenses

Operation and maintenance 7,494,136 6,878,487

Depreciation 2,872,797 2,928,395

Total operating expenses 10,366,933 9,806,882
Operating income 1,777,254 1,787,799
Nonoperating Revenues (Expenses)

Interest expense (488,144) (541,150)

Investment income 174,762 157,141

Gain (loss) onsale of capital assets - (57,030)

Amortization of premium on debt issuance 18,053 18,773

Total nonoperating revenues (expenses) (295,329) (422,266)
Income before capital contributions and transfers 1,481,925 1,365,533
Capital contributions 465,556 292,031
Transfers (187,795) (117,450)
Change in net position 1,759,686 1,540,114
Net position - January 1 95,939,115 94,399,001
Net position - December 31 S 97,698,801 S 95,939,115

The wastewater utility’s net position increased by $1,759,686 for 2017 compared to an increase of $1,540,114 for 2016.
From an operating standpoint, the utility received an additional $540,000 in waste hauler revenue (part of other
revenues above) from 2016 to 2017, which offset an increase in operating costs due to maintenance and additional
insurance costs.



STORMWATER UTILITY

A comparative summary of the Stormwater Utility's change in net position for the years ended December 31,2017 and
2016 appears below:

2017 2016

Operating Revenues

Charges for services S 9,428,127 $ 9,339,293

Other 171,876 93,435

Total operating revenues 9,600,003 9,432,728
Operating Expenses

Operation and maintenance 3,608,192 3,291,148

Depreciation 2,553,534 2,473,940

Total operating expenses 6,161,726 5,765,088
Operating income 3,438,277 3,667,640
Nonoperating Revenues (Expenses)

Interest expense (1,522,892) (1,641,736)

Investment income 145,558 84,919

Debt issuance costs (76,889) (198,317)

Amortization of prior losses on refunding bonds (136,117) (48,550)

Amortization of premium on debt issuance 405,852 176,209

Total nonoperating revenues (expenses) (1,184,488) (1,627,475)
Income before capital contributions and transfers 2,253,789 2,040,165
Capital contributions 784,603 415,683
Transfers out (12,500) (12,500)
Change in net position 3,025,892 2,443,348
Net position - January 1 69,326,623 66,883,275
Net position - December 31 S 72,352,515 S 69,326,623

The Stormwater Utility’s net position increased $3,025,892 for 2017 compared to $2,443,348 for 2016. From an
operating perspective, the operating revenues increased due to an increase in the number of equivalent runoff units
due to new construction while operating expenses increased for cost of lateral maintenance, and increased
depreciation due to additional infrastructure.
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VALLEY TRANSIT

A comparative summary of Valley Transit’'s change in net position for the years ended December 31,2017 and 2016
appears below:

2017 2016

Operating Revenues

Charges for services S 1,476,457 S 1,519,267

Other 96,054 92,992

Total operating revenues 1,572,511 1,612,259
Operating Expenses

Operation and maintenance 8,982,721 8,592,747

Depreciation 622,352 597,166

Total operating expenses 9,605,073 9,189,913
Operating loss (8,032,562) (7,577,654)
Nonoperating Revenues (Expenses)

Investment income (loss) 7,759 (9,161)

Subsidies from other governmental units 6,905,780 6,442,345

Total nonoperating revenues (expenses) 6,913,539 6,433,184
Loss before capital contributions and transfers (1,119,023) (1,144,470)
Capital contributions 1,073,780 -
Transfers in 690,956 631,686
Change in net position 645,713 (512,784)
Net position - January 1 5,241,267 5,754,051
Net position - December 31 $ 5,886,980 S 5,241,267

Valley Transit's net position increased by $645,713 for 2017 compared to a decrease of $512,784 for 2016. The increase
was due to capital contributions of $1,073,780 from the Federal government for the acquisition of busses. Operating
revenues decreased slightly due to a decrease in fixed route ridership during 2017 (-4.3%).
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PARKING UTILITY

A comparative summary of the Parking Utility’s change in net position for the years ended December 31,2017 and 2016
appears below:

2017 2016

Operating Revenues

Charges for services $ 2295604 S 1,969,708

Other 396,690 408,680

Total operating revenues 2,692,294 2,378,388
Operating Expenses

Operation and maintenance 1,466,730 1,312,261

Depreciation 541,121 524,503

Total operating expenses 2,007,851 1,836,764
Operating income 684,443 541,624
Nonoperating Revenues (Expenses)

Investment income 12,784 9,702

Interest and fiscal charges (18,369) (4,757)

Gain (loss) onsale of capital assets - (15,861)

Total nonoperating revenues (expenses) (5,585) (10,916)
Income before transfers 678,858 530,708
Transfers out (1,239,300) (1,409,300)
Change in net position (560,442) (878,592)
Net position - January 1 8,329,579 9,208,171
Net position - December 31 $ 7,769,137 S 8,329,579

The parking utility's net position decreased $560,442 for 2017 compared to a decrease of $878,592 for 2016.
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REID MUNICIPAL GOLF COURSE

A comparative summary of Reid Municipal Golf Course’s change in net position for the years ended December 31,2017
and 2016 appears below:

2017 2016

Operating Revenues

Charges for services S 782,382 S 802,077

Other 78,015 74,300

Total operating revenues 860,397 876,377
Operating Expenses

Operation and maintenance 700,186 710,880

Depreciation 67,859 67,707

Total operating expenses 768,045 778,587
Operating income 92,352 97,790
Nonoperating Expenses

Interest expense (13,148) (13,793)

Investment income (loss) 578 (535)

Total nonoperating revenues (expenses) (12,570) (14,328)
Income before transfers 79,782 83,462
Transfers out (17,900) (21,100)
Change in net position 61,882 62,362
Net position - January 1 856,299 793,937
Net position - December 31 S 918,181 S 856,299

Reid Municipal Golf Course’s net position increased $61,882 for 2017 compared to an increase of $62,362 for 2016.
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2200 Riverside Drive

P.0. Box 23819

Green Bay, WI 54305-3819

This representation letter is provided in connection with your audit of the financial statements of City of Appleton,
Wisconsin (the “City"), which comprise the respective financial pesition of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information as of December 31, 2017, and the respective changes in the financial position and where applicable, cash
flows fFor the year then ended, and the related notes to the financial statements for the purpose of expressing opinions
as to whether the financial statements are presented fairly, in all material respects, in accordance wﬂ:h accounting
principles generally accepted in the United States of America (U.S. GAAP).

Certain representations in this letter are described as being limited to matters that are material. Items are considered

~ material, regardless of size, if they involve an omission or misstatemnent of accounting information that, in light of ~
surrounding circumstances, makes it probable that the judgment of a reasonable person relying on the information
would be changed er influenced by the omissien or misstatement. An omission or misstatement that is monetarily small
in amount coutd be considered material as a result of qualitative Factors.

We confirm, to the best of our knowledge and belief, as of June 22, 2018, the following representations made to you
during your audit.

FINANCIAL STATEMENTS

1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated
November 6, 2017, including our responsibility for the preparation and fair presentation of the financial statements
in accordance with U. S. GAAP and for preparation of the supplementary information in accordance with the
applicable criteria.

2. The financial statements referred to above are fairly presented in confarmity with U.S. GAAP and include all
properly classified funds and other financial information of the primary government and all compenent units
required by generally accepted accounting principles to be included in the financial reporting entity.

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

4. We acknowledge‘dur responsibility fer the design, implementation, and maintenance of internal control to prevent
and detect fraud.

5. Significant assumptions we used in making accounting estimates, including those measured at fair value, are
reasonable.
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10.

11.

In regards to accounting estimates;

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

The assumptions appropriately reflect management’s intent and ability to carry out specific courses of action,
The disclosures related to accounting estimates are complete and appropriate.

No subsequent event has occurred that would require adjustment to the accounting éstimates or disclosures
included in the firancial staternents.

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

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

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

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

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

INFORMATION PROVIDED

12.

13,

14,

We have provided you with:

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

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

¢.  Unrestricted access to persons within the City from whom you determined it necessary to obtain audit
evidence.

d. Minutes of meetings of the Common Council or summaries of actions of recent meetings For which minutes
have not yet been prepared.

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

We made an assessment of the risk that the financial statements may be materially misstated as a result of fraud.
We have disclosed the results of our assessment as follows:
a,  We have no knowledge of any fraud or suspected fraud that affects the entity and involves:

i. Management,

il. Empidyees who have significant roles in internal control, or

iii. Otherswhere the fraud could héve a material effect on the financial statements.

b. We have no knowledge of any allegations of fraud or suspected fraud affecting the City's financial statements
communicated by employees, former employees, regulators, or others.
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15. We have no knowledae of instances of noncompliance or suspected noncompliance with provisions of laws,
requlations, contracts, or grant agreements, or abuse, whose effects should be considered when preparing
financial statements.

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

17. We have disclosed to you the identity of the City's related parties and 3l the related party relationships and
transactions of which we are aware,

GOVERNMENT - SPECIFIC

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

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

20. The City has no plans or intentions that ‘may materially affect the carrying value or classification of assets, labilities,
deferred inflows/outflows of resaurces, or equity.

21. We are respansible for compliance with the laws, regulations, and provisions of contracts and grant agreements
applicable to us, including tax or debt limits and debt contracts; and legal and contractual provisions for reporting
specific activities in separate funds.

22. We have identified and disclosed to you all instances, which have accurred or are likely to have occurred, of fraud
and noncompliance with provisions of laws and regulations that we believe have a materiat effect on the financial
statements aor other financial data significant te the audit objectives, and any other instances that warrant the
attention of those charged with governance.

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

24. We have identified and disclosed to you all instances that have occurred or are likely to have occurred, of abuse
that could be gquantitatively or qualitatively material to the financial statements or other financial data significant
to the audit objectives.

25. There are no violations or possible violations of budget ordinances, laws and regulations {(including those pertaining
to adopting, approving, and amending budgets), provisions of contracts and grant agreements, tax or debt limits,
and any related debt covenants whose effects should be considered for disclosure in the financial statements, or as
a basis for recording a loss contingency, or for reporting on noncompliance.

26. As part of your audit, you assisted with preparation of the financial statements and related notes, and Public
Service Commission annual report, the schedule of expenditures of federal awards, and the schedule of
expenditures of state awards. We acknowledge our responsibility as it relates to those nonaudit services, including
that we assume all management responsibilities; oversee the services by designating an individual, preferably
within senior management, who possesses suitable skill, knowledge, or experience; evaluate the adequacy and
results of the services performed; and accept responsibility for the results of the services, We have reviewed,
approved, and accepted responsibility For those financial statements and related notes, and Public Service
Commission annual report, the schedule of expenditures of federal awards, and the schedule of expenditures of
state awards.
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27.

28,

29,

30.

31.

32

33

34,

35,

36.

37.

38,

34

4Q.

41.

42,

The City has satisfactory title to all owned assets, and there are no liens or encumbrances on such assets nor has
any asset been pledged as collateral, except for utility assets pledged as collateral for the revenue bonds,

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

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

The financial statements include all component units as well as joint ventures with an equity interest, and properly
disclose all other joint ventures and other related organizations.

The financial statements properly classify all funds and activitles, in accordance with GASB Statement No. 34,

All funds that meet the quantitative criteria in GASB Statermnent Nos. 34 and 37 for presentation as major are
identified and presented as such and all other funds that are presented as major are particularly important to
financial statement users. :

Compeonents of net pasition {net investment in capital assets, restricted, and unrestricted) and components of fund
balance (nonspendable, restricted, committed, assigned and unassigned) are properly classified and, if applicable,
approved,

Provisions for uncollectibte receivables have been properly identified and recorded.

Expenses have been appropriately classified in or allocated to functions and programs in the statement of
activities, and allocations have been made on a reasonable basis.

Revenues are appropriately classified in the statement of activities within program revenues and general revenues.
Interfund, internal, and intra-entity activity and balances have been appropriately classified and reported.

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

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

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

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

We are following our established accaunting policy regarding which resources (that is, restricted, committed,
assigned, or unassigned) are considered to be spent first for expenditures for which more than one resource
classification Is available. That policy determines the fund balance classifications For financial reporting purposes.

We acknowledge our responsibility for the required supplementary information (RSI). The RSl is measured and
presented within prescribed guidelines and the methods of measurement and presentation have not changed from
those used in the prior period. We have disclosed to you any significant assumpticns and interpretations underlying
the measurement and presentation of the RS,
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43,

44,

45,

46.

47.

48.

49,

50.

51,

52.

53.

We acknowledge our responsibility for presenting the nonmajor fund combining statements, individual fund
statements, supporting schedules, and statistical data {the supplementary information) in sccordance with
accounting principles generally accepted in the United States of America, and we believe the supplementary
information, including its form and content, is fairly presented in accordance with accounting principles generally
accepted in the United States of America. The methods of measurement and presentation of the supplementary
information have not changed from those used in the prior period, and we have disclosed to you any significant
assumptions or interpretations underlying the measurement and presentation of the supplementary information.

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

The fact that the amount of “uncollateralized” deposits or “uninsured, unregistered securities held by the
counterparty, or by its trust department or agent but not in the City's name” during the period significantly
exceeded the amounts in those categories as of the balance sheet was properly disclosed in the financial
statements.

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

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

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

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

Provision has been made for any material loss that is probable from environmental remediation liabilities
associated with Mackville landFill. We believe that such estimate is reasonable based on available information and
that the liabilities and retated loss contingencies and the expected outcome of uncertainties have been adequately
described in the financial statements.

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

We do not plan to make frequent amendments to our pension or other post-retirement benefit plans.

We have not completed the process of evaluating the impact that will result from adopting Governmental
Accounting Standards Board (GASB) Statements No. 84, Fiduciary Activities, No. 87, Leases, and No. 75, Accounting
and Financial Reporting for Postemployment Benefits Other Than Pensions, as discussed in Note 5.H. The City is
therefore unable to disclose the impact that adopting these GASB Statements will have on its financial position and
the results of its operations when the Statements are adopted.
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54. With respect to federal and state award programs:

a.

We are responsible for understanding and complying with and have complied with the requirements of the
Uniform guidance and the State Single Audit Guidelines issued by the Wisconsin Department of Administration,
including requirements relating to preparation of the schedule of federal awards and the schedule of state
financial assistance.

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

If the SEFA and SESA are not presented with the audited financial statements, we will make the audited
financial statements readily available to the intended users of the SEFA and SESA no later than the date we
jssue the SEFA and SESA and the auditors' report thereon,

We have identified and disclosed to you all of our government programs and related activities subject to the
Uniforen Guidance and the State Single Audit Guidelines compliance audit and have included in the SEFA and
SESA expenditures made during the audit period for all awards provided by federal and state agenciesin the
farm of awards, cost-reimbursement contracts, loans, loan guarantees, property (including donated surplus
property), cooperative agreements, interest subsidies, insurance, foad commodities, direct appropriations, and
other direct assistance.

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

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

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

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

We have complied with the direct and material compliance requirements, (except for noncompliance disclosed
by you), including, when applicable, those set forth in the OMB Compliance Supplement and the State Single
Audit Guidelines, relating to Federal and state awards and confirm that there were no amounts questioned and
no known noncompliance with the direct and material compliance requirements of federal or state awards,
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We have disclosed any communications from federal and state awarding agencies and pass-through entities
concerning possible noncompliance with the direct and material compliance requirements, including
communications received from the end of the period covered by the compliance audit to the date of the
auditors' report.

We have disclosed to you the findings received and related corrective actions taken for previous audits,
attestation engagements, and internal or external monitoring that directly relate te the objectives of the
compliance audit, including findings received and corrective actions taken from the end of the period covered
by the compliance audit to the date of the auditors' report. ‘

Amounts claimed or used for matching were determined in accordance with relevant guidelines in OMB's
Uniform Guidance (2 CFR Part 200, subpart E} and OMB Circular A-87, Cost Principles for State, Local, and Tribal
Governments, if applicable.

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

We have made avaitable to you all documentation related to compliance with the direct and material
commpliance requirements, including information related to federat and state program financial reports and
claims for advances and reimbursements.

We have disclosed to you the nature of any subsequent events that provide additional evidence about
conditions that existed at the end of the reporting period affecting noncompliance during the reporting
perlod.

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

No changes have been made in internal control over compliance or other factors that might significantly affect
internal control, including any corrective action we have taken regarding significant deficiencies or material
weaknesses in internal control over compliance, subsequent to the period covered by the auditors' report.

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

The copies of federal and state program financial reports provided you are true copies of the reports
submitted, or electronically transmitted, to the respective federal and state agency or pass-through entity, as
applicable. '

We have monitored subrecipients, as necessary, to determine that they have expended subawards in
accordance with federal and state statutes, requlations and the terms and conditions of the subaward and
have met the cther pass-through entity requirements of the Uniform Guidance and the State Single Audit
Guidelines,

We have issued management decisions for audit findings that relate to federal and state awards made to
subrecipients and such management decisions have been issued within six months of acceptance of the audit
report by the Federal Audit Clearinghouse. Additionally, we have followed-up ensuring that the subrecipient
has taken time and appropriate action on all deficiencies detected through audits, on-site reviews, and other
means that pertain to the federal and state award provided to the subrecipient.
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55,

ad.

bb.

We have considered the results of the subrecipient audits and have made any necessary adjustments to our
beoks and records.

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

We are responsible for and have accurately prepared the summary schedule of prior audit findings to include
all findings required to be included by the Uniform Guidance and the State Single Audit Guidelines and we have
provided you with all information cn the status of the follow-up on prior audit findings by federal and state
awarding agencies and pass-through entities, including all management decisions.

We are responsible for and have ensured the reporting package does not contain protected personally
identifiable information,

We are responsible for and have accurately prepared the auditee section of the Data Collection Form as
required by the Uniferm Guidance.,

We are responsible for taking corrective action on each audit finding of the compliance audit and have
developed a corrective action plan that meets the requirements of the Uniform Guidance and the State Single
Audit Guidelines.

We have disclosed to you all contracts or other agreements with service organizations, and we have disclosed
to you all communications from the service organizations relating ta noencompliance at the service
organizations.

We have evaluated and classified any subsequent events as recognized or nanrecognized through the date of this
letter, No events, including instances of noncompliance, have occurred subsequent to the balance sheet date and
though the date of this letter that would require adjustment to or disclose in the aforementioned financiat
statements or in the schedule of findings and questioned costs.

Signed: ﬁr{’[/lﬂn B / wa«w,p

Anthonygaukerman, City of Appleton ~
Finance Director




