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Baker Tilly refers to Baker Tilly Virchow Krause, LLP, an independently owned and managed member of Baker Tilly International.  

This presentation was prepared as part of our audit, has consequential limitations, is restricted to those charged with  
governance and, if appropriate, Management, and should not be used by anyone other than those specified parties. 
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Status of Our Audit 
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Status of Our Audit 

Status of Our Audit 
 We have completed our audit of the County’s financial statements for the year ended December 31, 2017. Our audit 

was performed in accordance with auditing standards generally accepted in the United States of America and 
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General of the United States.  

 We have issued an unmodified opinion on the financial statements.  

 The County submitted its Comprehensive Annual Financial Report (CAFR) for the Certificate of Achievement for 
Excellence in Financial Reporting to the Government Finance Officers Association (GFOA). The County has received 
the award for the past nine (9) years. 

 Refer to Management’s Discussion and Analysis (M&DA) pages 11 through 21 of the CAFR. 

 We have completed our compliance audit of the County’s federal and state awards. Our audit was performed in 
accordance with the aforementioned standards and the Uniform Guidance and the State Single Audit Guidelines. 

 We anticipate issuing an unmodified opinion on the County’s compliance with its major federal and major state 
programs. 
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Section II 

Financial Results 
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Financial Results 

Financial Results – General Fund (CAFR page 28) 
 
 

 

Actual

 Final Amended 

Budget Variance

Revenues and transfers in 75,846,566$   72,100,413$   3,746,153$     

Expenditures and transfers out (77,260,251)   (88,867,082)   11,606,831     

Revenues over (under) expenditures (1,413,685)     (16,766,669)$  15,352,984$   

Fund Balance
Beginning of year 48,181,142     

End of year 46,767,457$   
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Financial Results 

General Fund Balance History (CAFR page 102) 
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Nonspendable

Restricted

Committed

Assigned
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2013 2014 2015 2016 2017
Fund Balance Components

Nonspendable 15,800,363$  16,277,554$  16,921,458$  17,462,751$  18,842,899$  

Restricted 312,246        308,297        308,705        309,990        309,990        

Committed 16,293,451    17,589,978    18,209,733    20,751,961    15,493,453    

Assigned -                   -                   -                   -                   -                   

Unassigned 15,704,799    14,128,108    15,827,299    9,628,976     12,121,115    

48,110,859$  48,303,937$  51,267,195$  48,153,678$  46,767,457$  
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Financial Results 

Financial Results – Other Governmental Funds (CAFR page 26) 
 
 
 

 

Human 
Services Fund

Capital 
Projects Fund

Nonmajor 
Governmental 

Funds

Revenues 22,000,592$  2,913,909$   11,065,750$  

Expenditures (28,308,204)   (5,682,844)   (17,977,639)   

Other financing sources (uses) 5,111,071      79,559,186   9,982,256      

Net change in fund balances (1,196,541)    76,790,251   3,070,367      

Fund balance
Beginning of year 6,057,855      1,977,298     4,683,634      

End of year 4,861,314$    78,767,549$ 7,754,001$    

Nonmajor Funds
Coutny Road Maintenance 2,435,393$    
County Handicapped Education 365,190        
County Bridge Aids 64,048          
Debt Service Fund 4,489,458      
Permanent Fund 399,912        

7,754,001$    
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Financial Results 

Financial Results – Business-type funds (CAFR page 31) 
 

 
 
 
  

 Ridgewood 

Healthcare 

Center 

 Reefpoint 

Marina 

 Behavioral 

Health 

Services  Golf Courses 

 Internal 

Service Funds 

Revenues 10,166,822$ 1,744,044$   16,383,120$ 266,348$      10,878,961$ 

Expenditures (12,839,836)  (1,632,856)    (15,948,355)  (219,694)       (11,107,120)  

Nonoperating revenues 
(expenses) (9,799)          (95,496)        -                  9,487           (20,782)        

Transfers (157,813)       -                  305,185        -                  (795,798)       

Special item 5,744,950     -                  -                  -                  -                  

Change in net position 2,904,324     15,692          739,950        56,141          (1,044,739)    

Net Position
Beginning of year 5,645,325     533,402        20,758          4,725,862     13,711,464   

End of year 8,549,649$   549,094$      760,708$      4,782,003$   12,666,725$ 

Enterprise Funds
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Financial Results 

 

G.O. Debt Outstanding legal Debt Margin (CAFR page 65) 
 

 

Equalized Value 14,224,282,050$ 
Debt Margin Percentage 5%

Legal Debt Limit 711,214,103        
Outstanding General Obligation Debt 139,705,000$    
Less amount available in the Debt service Fund (4,489,458)        

Total Amount of debt Applicable to Debt Margin 135,215,542        

Legal Debt Margin 575,998,561$      

Pursuant of Section 67.03 Wisconsin Statutes, the total indebtedness of the county for general purposes may 
not exceed 5% of the value of the taxable property located therein for state purposes.
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Financial Results 

 

 

 

 

 

 

Section III 

Compliance Audit 
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Compliance Audit 

 
 

Refer to the Report on Federal and State Awards Document. 
 
 

Required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (Uniform Guidance) and the Wisconsin State Single Audit 
Guidelines. 
 
Federal program expenditures totaled $16,916,507 and state program 
expenditures totaled $16,958,589. 
 
Unmodified opinion on the County’s compliance with its major federal and major 
state programs. 
 
Two findings anticipated to be reported.  
 
 Controls over financial reporting – financial statement preparation  

 Department of Children and Families general requirement – lack of supporting documentation for the date and time of 
response for the Random Moment Sampling (RSM) system for one response out of a sample of forty responses. This 
is a repeat finding from 2016 which identified 2 responses without documentation. 
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Section IV 

Required Communications 



Required Communications 
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Refer to the Required Communications Document. 

 

Our Responsibility Under Auditing Standards Generally Accepted in the United 
States of America, Government Auditing Standards, the Uniform Guidance, and 
the State Single Audit Guidelines 

 

Other Information in Documents Containing Audited Financial Statements 
 Our responsibility does not extend beyond the audited financial statements. No responsibility for other documents 

such as official statements related to debt issues. 

 

Planned Scope and Timing of the Audit 
 We performed the audit according to the planned scope and timing previously communicated to you on July 30, 2017. 

 

Qualitative Aspects of the Entity’s Significant Accounting Practices  
 Accounting policies – Implemented GASB Statement No. 75 

 Significant accounting estimates – We evaluated the key factors and assumptions and determined their 
reasonableness. 

 Financial statement disclosures – Disclosures are neutral, consistent and clear. 

 

Difficulties encountered during the audit 
 We encountered no significant difficulties in dealing with management relating to the performance of the audit. 

 

Corrected and uncorrected misstatements 
 Professional standards require us to accumulate all known and likely misstatements identified during the audit, other 

than those that are trivial, and communicate them to the appropriate level of management. Management corrected all 
such misstatements. None of the misstatements detected as part of our audit and corrected by management were 
material. 

Disagreements with management 
 For purposes of this letter, professional standards define a disagreement with management as a matter, whether or 

not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter, which could be 
significant to the financial statements or the auditor’s report. No such disagreements arose during the course of the 
audit. 



Required Communications 
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Management’s consultations with other independent accountants 
 In some cases, management may decide to consult with other accountants about auditing and accounting matters.   

To our knowledge, there were no consultations with other accountants regarding auditing and accounting matters. 

Representations requested from management 
 Attached to the required communications letter. 

 

Independence  
 We are not aware of any relationships between Baker Tilly Virchow Krause, LLP and Racine County that, in our 

professional judgment, may reasonably be thought to bear on our independence. 

 

Other significant matters, finding or issues 
 In the normal course of our professional association with the County, we generally discuss a variety of matters, 

including the application of accounting principles and auditing standards, business conditions affecting the entity, and 
business plans and strategies that may affect the risks of material misstatement. None of the matters discussed 
resulted in a condition to our retention as the County’s auditors. 
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Section V 

Comments, Recommendations and Informational Points 
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Comments, Recommendations and  
    Informational Points 

 
 
 
The Governmental Accounting Standards Board (GASB) approved the following 
upcoming standards: 
 

> Statement No. 83, Certain Asset Retirement Obligations 

> Statement No. 84, Fiduciary Activities 

> Statement No. 85, Omnibus 2017 

> Statement No. 86, Certain Debt Extinguishment Issues 

> Statement No. 87, Leases 

> Statement No. 88, Certain Disclosures Related to Debt, including Direct Borrowings and Direct Placements 

Internal Control over Financial Reporting 

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 weaknesses surrounding the preparation of financial statements and footnotes. Management has not prepared 
financial statements that are in conformity with generally accepted accounting principles.  
 
We understand that management would like to prepare the financial statements; however due to available resources, staff 
changes and system implementations, management has requested us to prepare the financial statements. We will 
continue to work with management to assist them in preparing the financial statements. 
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Comments, Recommendations and 
   Informational Points 

 

Information Technology Controls 

There is no formal review process in place for reviewing SOC 1 reports of third party vendors. The County should 
implement a formal review process to respond to any material weaknesses in SOC 1 reports of 3rd party vendors on an 
annual basis. 

Resources for State and Local Government Boards 

Expectations and accountability are at all-time high and the knowledge required to be an effective board member is 
substantial. As a benefit to our clients, we have compiled a number of resources dedicated to educating state and local 
government board members. Go to our Board Governance Resource Center at www.bakertilly.com/board-governance.  
 
The Resource Center includes the following short informative videos: 

1. Government financial statements 101 
2. Understanding your government’s fraud risk 
3. Financial ratios and benchmarks 
4. Fund balance and other financial policies 
5. Benefits of a fraud risk assessment 
6. Understanding utility finances 

 
We encourage you to subscribe to our complimentary newsletter “Government Connection” to stay abreast of the latest 
issues impacting state and local governments. You can do so by clicking on the “subscribe” button and indicating "State 
and Local Government" as an area of interest on the subscription form. Also, if you or your board members have 
suggested topics to feature on our Board Governance webpage or Government Connection newsletter, we invite you to 
submit your ideas in person or online. 
 

Cyber Security 

It’s no surprise that cybersecurity continues to be a top concern for management and those charges with governance 
across governments of all sizes and types. Protecting citizen’s data is critical for any government. In addition, there have 
been several incidents of critical malware or ransomware threats to communities of various sizes. 
 
We recommend performing a cyber-risk assessment to identify the types and location of data on your system as well as 
considering the sensitivity or potential regulations associated with your data. This will allow you to make informed 
decisions about spending on cyber risk mitigation. 
 
Our professionals are also available to assist with your cybersecurity questions, assessments, and programs. 
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Comments, Recommendations and 
   Informational Points 

 

Government Fraud Prevention and Detection: Now is the Time to Act 

When it comes to preventing and detecting fraud in government, being proactive is critical. In fact, government is the 
second most likely industry to be impacted by fraud. According to the audit standards, the primary responsibility for the 
prevention and detection of fraud rests with both those charged with governance of the entity and management. To get 
started, your government should conduct a fraud risk assessment to identify where and how fraud might occur and what 
individuals may be in a position to commit fraud. Once you’ve identified your entity’s fraud risk areas, the next step is to 
develop a fraud risk assessment and investigation policy. 
 
As you begin your fraud risk assessment or develop tools to prevent and detect fraud, it is important to keep in mind the 
following information provided by the Association of Certified fraud Examiners: 
 

> Misappropriation of assets accounts for 80 percent of fraud. 

> The primary internal control weaknesses observed are lack of internal controls, lack of management review, 
override of existing internal controls and poor tone at the top. 

> A tip is the most effective tool to catch a fraudster followed by management review. 

> The professional requirements and objectives of a financial audit are different than a forensic audit. Due to the 
nature of a financial audit, less than 10 percent of frauds have been discovered as a result of a financial audit 
conducted by an independent accounting firm. 

 
The County has not gone through a fraud risk assessment and does not have a formalized plan to prevent and detect 
fraud, we recommend that this be done and then updated on a regular basis. We are available to assist you with this 
process. 
 

 
























