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Requested Meeting Date: January 3,2017

Title of ltem: Authorize Agreement with the State Auditor's Office 2016

Lr
Agenda ltem #

REGULAR AGENDA

CONSENT AGENDA

INFORMATION ONLY

Action Requested:

|7l ooorove/Deny Motion

Direction Requested

Discussion ltem

Hold Public Hearing"Adopt Resolution (attach draft)
*provide copy of hearing notice that was published

Submitted by:
Patrick Wussow, lnterim County Administrator

Department:
Administration

Presenter (Name and Title):
Patrick Wussow, lnterim County Administrator

Estimated Time Needed

Summary of lssue:
Authorize entering the agreement with the State Auditor's Office for 2016.

Alternatives, Options, Effects on Others/Comments:

Recom mended Action/Motion :

Financial lmpact:
ls there a cosf assocrafed with this request? Yes No
What is the total cost, wj![!ax and shippjlg? $ See anachments.
/s fhrs budgeted? lJ ves Llto Ptease Exptain:

Legally binding agreements must have County Attorney approval prior to submission



REBECCA OTTO
STATEAUDITOR

Srarg op Mr¡{NEsorA
Opplcs oF THE Sr¿rs Aunmon

SUITE 5OO

525 PARK STREET
SAINT PAUL, I\4N 55I03-?I39

l6i l) ?96-?55 I (V<ricc)

(651) ?96-4755 (F¡x)
state.auditor'@sriìte.nrn.üs (B-Mai I)

I -B00-627-.1.529 (Relay Servicc)

December 14,2016

The Honorable Kirk Peysar
County Auditor
Aitkin Counfy Courthouse
209 Second Street N.W.
Aitkin, Minnesota 5d43 1

Members of the Board of Commissioners
County Administrator
Aitkir C.ou:rfy

We ¿re pleased to confirm our ttnclerstanding of the services we are to provide pursuant to Minnesota Larvs forA'itkin County, Minnesota, for the year endeã December 31,2arc. We wiil audit thc financial statements of thegovernrnental activities, the business-gpe activities, each najor fund, and the ujlregut" rernaining fund
information, includingthe rclaied notestoìhe financialstatementt;whichcollectiv"ryrJñprir* th- b*;;d#;i
statements" of Aitkin County as of and for the year ended December 31,2016. aåounting standards g"n",rily
accepted in the United. States. ol'America ptguit" ftrr certqin required s.upplementary ¡nfo,*ution (RSI), such asnanagement's discr¡ssion and analysis (MD&A), to supplernent Àitt¡n cåunty's basic financial statlmeíis. Suchinformation, although not â pad of the basic fiàanciaistatements, is,=quir*å ;tilöou"-*"nral Accounting
Sta¡rdards Board who considers it to be an essential part of financial ieportìn!, for placing the basic rinunliui
statgments in an appropriafe operafional, economic, oi historical context. As part of our engageme¡t: we will
lPP.lv 

certain limited procedures to Aitkin County's RSI i¡ accordance with audiii'g st"nd;;;;;;*iü;õ;;;
in the United stafes of america. These limited procedures,wil[ consist of inquíries of rnanagement regarding the
methodS of preparing the infor¡nation and comparing the in.furmation t¡, uo"rirt"*V wifh management,s
responses to our inquiries- fhe basjc fina¡lcial statçmenti, and other knorvledge we obtai¡eci during our''uudit ofthe basic finansial statements' we rvill not express an opirrion or p*uia"îrry;rd;;-. on the information
because the linrited-procedures do not provicle us with sufficient evidence to 

"*ir""r 
tn opinion o,. proulae unyassurance' The following RSI is required by generally accepted accounting þriuciples (GAAp) ancl will be

subjected to certain limited procedurei, but wiil rot be uu,lít.d,'

¡ M¿nagementos discussion and analysis
r Budgetaryr presentations fbr the general ancl major: special reyenue funds and related notes¡ cASB'required supplementarS, pension i¡lformation and related notes

We have also been engaged to repofi on supplementaty information other than RSt that accompanies AitkinCounfy's financial statements. We will súU¡ect the follorving supplementary infonnation to ttr" auaitingprocedures applied in our audit ofthe financial Jtatements and cerãín additional piocedures, including ro,rrpuri,ifiand reconciling such information clirectly to the underlying accounti"; ;"J ;å;* r"*|¿r used to prepare rhefinancial statenlents or to the financial statements thernsive{ and other ãàditional procedures in accordance withauditingstandards generally accepted in the united States of Arnerica, ancl we will proviae an opinion on it inrelation to the fìnancial statements as a whole, in a report combined with our auditär,s ,.p* ãñ'rnã n"r,r"iäi
statements:

,-r@aa Rcc-r'cletl paper wirh a minimum of
tf(7 l.)'f' posl-coosr¡lnel wdste An HqLral {.)pporrunhy Ernploycr
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. Combining and individual funcl statements

. Budgetary presentations for other funcls

. Schedule of intergovernmental revenue
r Ditch schedule
o Schedule ofexpenditures offederal awards ancl related notes

Audit Objectives

The objective of our audit is the expression of opinions as to whether your basic financial statements are fairly
presented, in all material respects, in confonnity with accounting principles generally accepted in the United States
of America and to report on the fairness of the supplementary information refened to in the second paragraph
when considered in relation to the financial statements as a whole. The objective also includes reporting on-

¡ Internal control over financial reporting and compliance with provisions of laws, regulations, contracts,
and award agreements, noncompliance with which could have a material effect on the financial statements
in accordanc e with Gov ernment Auditing Standards.

Internal control over compliance related to major progralns and an opinion (or disclairner of opinion) on
compliance with federal statutes, regulations, and the terms and conditions of federal awards that could
have a direct and material effect on each major program in accordance with the Single Audit Act
Amendments of 1996 and Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administratíve Requirements, Cost Prineiples, and Audit Requirements for Federal Awards (Uniform
Guidance).

a

The Government Auditing Sîandards report on internal control over financial reporting and on compliance and
other matters will include a paragraph that states that (a) the purpose of the rcport is solely to describi the scope
of testing of internal control ancl cornpliance, and the results of that testing, and not to provide an opinion on tLe
eff'ectiveness of the entity's internal control or on compliance and (b) the report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity's inteinal control and
compliance. The Uniform Guidance report on internal control over compliance will include a paragraph that
states that the pupose of the report on internal control over compliance is solely to describe the scope of testing
of internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Both reports will state tbat the report is not suitable for any other purpose.

Our audit will be conductecl in accordance with auditing standards generaliy accepted in the United States of
America; the standards for financial audits contained in Government Auditing Standarcls, issued by the
Comptroller General of the United States; the Single Audit Act Amendments of 1996; the provisions of the
IJniform Guidance; ancl the legal provisions of the Mínnesota Legal Compliance Audit Guides,and will include
tests of accounting records, a detemrination of rnajor program(s) in accorclance with the Uniform Guidance, and
other procedtlres we consider necessary to enable us to express such opinions and to report in conformity with the
provisions of the Minnesota Legal Compliance Audit Guides. We will issue written reports upon comþletion of
our single auclit. Our reports will be addressed to the governing body of Aitkin County. We intend to place
reliance on the audit performed by auditors of the Aitkin Airport Commission, a joint venture in which Aitkin
County has an equity interest and which is included in the City of Aitkin, Minnesota, financial statements as a
discrete component unit, and plan to make reference to the joint venture auditors in our report on your financial
statements' We canuot provide assul?nce that unmodified opinions will be expressed. Circumstances may arise
in which it is necessary for us to modif our opinions or add ernphasis-of-*utt"r or other-matt"r purugtuphr. ff
our opinions on the financial statements orthe single audit compliance opinion are other than unmoclified, we will
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discuss the reasons with you in advance. If, for any reason, we are unable to complete the audit or are ulable to
form or have not formed opinions, we may decline to express opinions or issue reports, or we may withdraw from
this engagement.

Management l{esponsibilities

Management is responsible for the financial statements, notes, schedule of expenditures of federal awards, and all
accornpanying information as well as all representations contained therein. In order to meet your responsibilities
for the financial statements, notes, and schedule of expenditures of federal awards, you agïee to have information
completed and available for audit by the dates identified in a schedule of completion document provided to
audilors. If you are unable to prepare the information needed for the financial statements, notes, or schedule of
expenditures of federal awards, or if the completion schedule varies significantly, we will, based on our staffing
availability, provide the additional nonaudit services necessary to assist in the preparation ofyour draft financial
statements, notes, and schedule of expenditures of federal awards in conformity with U.S. generally accepted
accounting principles and the Uniform Guidance based on management's chart of accounts and other information
determined and approved by management. These nonaudit services do not constitute an audit under Goyenzment
Auditing Standards and such services will not be conducted in accordance with Government Auditing Standards.
Any such services will be performed in accordance with applicable professional standards. The County
understands this will result in additional costs and agrees to pay for these services.

You will be required to acknowledge in the written management representation letter our assistance, if any, with
preparation of the financial statements, notes, and schedule of expenditures of federal awards and that you have
reviewed and approved the financial statements, schedule of expenditures of federal awarcls, and related notes
prior to their issuance and have accepted responsibility for them. You agree to assume all management
responsibilities relating to the financial statements, schedule of expenditures of federal awards, and related notes
and any other nonaudit services we provide; oversee the services by designating an individual, preferably from
senior management, with suitable skill, knowledge, or experience; evaluate the adequacy and results of the
services; and accept responsibility for them.

We will prepare the trial balances for all ftinds except the Road and Bridge and Health and Human Services
Special Revenue Funds for use during the audit. Our preparation of the trial balances will be limited to fbrmatting
information into working trial balances based on management's chart of accounts.

Management is responsible for (a) establishing and maintaining eflective internal controls, inclucling internal
controls over fecleral awards, and for evaluating and monitoring ongoing activities to help ensure that appropriate
goals and objectives are met; (b) following laws and regulations; (c) ensuring that there is reasonable assurance
that government ptograms are administered ir compliance with compliance requirements; and (d) ensuring that
management is reliable and financial infurmation is reliable and properly reported. Management is also
responsible for implementing systems designed to achieve compliance with applicable laws, regulations,
confracts, and grant agreements. You arc also responsible for the selection and application of accounting
principles; for the preparation and fair presentation ofthe financial statements, schedule ofexpenditures offederal
awards, and all accompanying information in conformþ with accounting principles generally accepted in the
United States of America; and for cornpliance with applicable laws and regulations (including fcderal statutes)
and the provisions of contracts and grant agreements (including award agreements). Your responsibilities also
include identi$ring significant contractor relationships in which the contractor has responsibility for program
compliance and for the accuracy and completeness of that information.
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Management is also responsible for making all fînancial records and related infonnation available to us and fbr
the accuracy and completeness of that inf-ormation. Yon are also responsible for providing us with (a) access to
all information of which you are aware that is relevant to thc preparation and fair presentation of the financial
statements, (b) access to persomel, accounts, books, records, supporting documentation, and other information as
needed to petform an audit under the Uniforrn Guidance, (c) adclitional information tlat we may request for the
purpose of the audit, and (d) unrestricted access to persons within the entity from whom we determine it necessary
to obtain audit evidence.

Your responsibilities include adjusting the financial statements to correct material misstatements and confirming
to us in the written management representation letter that the effects of any uncorrected misstatements aggregated
by us during the current engagement and pertaining to the latest period presented are immaterial, both individually
and in the aggregate, to the financial statements taken as a whole.

Yott are responsible for the design and irnplementation of programs and controls to prevent and cletect fraud, and
for informing us about all known or suspected fraud affecting the entity involving (a) rnanagement, (b) employees
who have significant roles in internal control, and (c) others where the fraud could have a material effect on the
financial statements. Your responsibilities include informing us of your larowledge of any allegations of fraud or
suspected fraud affecting the entity received in communications from employees, former employees, grantors,
regulators, or others. In addition, you are responsible for identifying and ensuring that the entity complies with
applicable laws, regulations, contracts, agreernents, and grants. Management is also responsible for taking timely
and appropriate steps to remedy fraud and noncompliance with provisions of laws, regulations, contracts, and
grant agreements, ot abuse that we report. Additionally, as required by the Uniform Guidance, it is management's
responsibility to evaluate and monitor noncompliance with federal statutes, regulations, and the terms and
conditions of federal awar<ls; talce prompt action when instances of noncompliãnce are identified including
noncompliance identified in audit findings; promptly follow up and take corrective action on reported audi-t
fìndings; and prepare a summary sclredule of prior audit findings and a separate corrective action plan. Tlie
summary schedule of prior audit findings, if applicable, should be available for our review.

You are responsible for iclentifying all federal awards received and understanding ancl oomplying with the
compliance requirements and for the preparation of the schedule of expenditures of federal awards (including
notes and noncash assistance received) in conformity with the Uniform Guidance. You agree to include onr report
on the schedule of expenditures of feclcral awards in any docurnent that contains and indicates that we have
reported on the schedule of expenditures of federal awards. You also agree to include the audited financial
statements with any presentation of the schedule of expenclitures of federal awards that includes our report thereon
or make the audited financial statements readily available to intended users of the schedule of expenditures of
federal awards no later than the date the schedule of expenditures of federal awards is issued with our report
thereon. Your responsibilities inclucle acknowleclging to us in the written management representation letter that
(a) you are responsible for presenlation ofthe schedule ofexpenditures offederal awards in accordance with the
Uniform Guiclance; (b) you believe the schedule of expenditures of federal awards, including its form and content,
is stated fairly in accordance with the Uniform Guidance; (c) the methods of measurernent or presentation have
not changed from those used in the prior period (or, if tlley have changecl, the reasons for such changes); and
(d) you have disclosed to us any significant assumptions or interpretations underlying the measurement or
presentation of the schedule of expenclitures of federal awards.

You are also rcsponsible forthe preparation ofthe other supplementary infonnation, which we have been engaged
to report on, ìn conformity with accounting principles generally accepted in the United States of America. YoLr
agree to inclucle our report on the supplementary information in any document that contains, and indicates that
we have reported on, the supplementary information. You also agree to include the audited financial statements
with any presentation of the supplementary information that includes our repod thereon or make the audited
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financial staternents readily available to users of the supplementary infbrrnation no later than the date the
supplementary information ìs issued with our report thereon. Your responsibilities inclLrde acknowledging to us
in the wrjtten matragement representation letter that (a) you are responsible for presentation of the supplementary
information in accordance with GAAP; (b) you believe the supplementary inionnation, including iti form anâ
content, is fairly presented in accordance with GAAP; (c) the methods of measurement or presentation have not
changed from those used in the prior period (or, ifthey have changed, the reasons for such changes); ancl (d) you
have disclosecl to us any significant assumptions or interpretations unclerlying the measurement or presentation of
the supplementa:y information.

Management is responsible for establishing and maintaining a process for hacking the status of audit findings and
recommendations. Management is also responsible for identifying and providing us with report copies of previous
financial audits, attestation engagements, performance audits, or other studies related to the objectives discussed
in the Audit Objectives section of this letter. This responsibility includes relaying to us conective actions taken
to address significant findings and recommendations resulting from those financial audits, attestation
engagernents, performance audits, or other studies. You are also responsible for providing management's views
on our current findings, conclusions, and recomrnendations, as well as your planned corrective actions, for the
report, and fbr the timing and format for providing that information.

V/ith regard to using the auditor's reporl, you unclerstand that you must obtain our prior consent to reproduce or
use our report in bond offering official statements or other documents.

Audit Procedures-General

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements; therefore, our audit will involve judgment about the number of transactions to be examined and the
areas to be tested. An auclit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements, We will plan and perform the audit to obtain reasonable rather than
absolute assurance about whether the financial statements are free of material misstatement, whether from
(a) erors, (b) Iiaudulent financial repofiing, (c) misappropliation of assets, or (d) violations of' laws or
govemmental regulations that are attributable to the entíty or to acts by management or employees acting on
behalf of the entity. Because the determination of abuse is subjective, Goyernment Auditing Standards do not
expect auditors to provide reasonable assrtrance ofdetecting abuse.

Because of the inherent limitations of an audit, combined with the inherent limitations of internal control, and
because we will not perfonn a detailed examination of all transactions, there is a risk that material misstatements
or noncompliance may exist and not be detected by us, even though the audit is properly planned and performed
jn accordance with aucliting standards generally accepted in the United States of America and, Government
Auditing Standords. In addition, an audit is not designed to detect immaterial misstatements or violations of laws
or governmental regulations that do not have a direct and material effect on tlie frnancial statements or major
programs' However, we will inform the appropriate level of management of any material errors, any fraudulent
financial reporting, or misappropriation of assets that come to our attention. We will also inform the appropriate
level of management of any violations of laws or govel'nmental regulations that come to our attention, unless
clearly inconsequential, and of any material abuse that cornes to our attention. We will include such matters in
the reports requirecl for a single audit. Our responsibility as auditors is limited to the period covered by our auclit
and does not extend to any later periods for which we are not engaged as auditors.

Our procedures will include tests of documentary evidence supporting the transactions recorded in the accounts,
and may include tests of the physical existence of inventories, and direct confirmation of receivables and cefain
other assets and liabilities by correspondence with selected individuals, ftinding solrrçes, creditors, and financial
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institutions' W'e will request wriften representations from your attorneys as pafi of the engagemen! and they may
bill you for responding to this inquiry. At the conclusion of our audit,'we will alsJrãquire certain wrifte;
representations liom you about your responsibilities for the financial statements; schedulé of expenditures of
federal awards; federal award programs; compliance with laws, regulations, contraóts, and grant agreements; and
other responsibilities required by gcnerally accepted auditing standards.

Audit Proced ures-fnternal Control

Our audit will include obtaining an understanding of the entity and its environment, including internal control,
sufficient to assess the risks of material misstatement of the financial statements and to design ì-he nature, timing,
and extent of further audit procedures. Tests of controls may be performed to test the effectiveness of certaü
controls that we consider relevant to preventing and detecting errors and fraud that are material to the financial
statements and to preventing and detecting misstatements resulting frorn illegal acts ancl other noncompliance
matters that have a direct and material effect on the financial statements. Our tests, if performed, will be less in
scope than would be necessary to render an opinion on internal control and, accorclingly, no opinion will be
expressed in our report on internal control issued pursuant to Government Auditing Standards.

A-s- required by the Uniform Guidance, we will perform tests of controls over compliance to evaluate the
effectiveness of the design and operation of controls that we consider relevant to preventing or detecting material
noncompliance with compliance requirements applicable to each major federal ãward progtu*. However, our
tests will be less in scope than would be necessary to render an opinion on those contiolsãnd, accordingly, no
opinion will be expressed in our report on internal control issued pursuant to the Uniform Guidance.

An audit is not designed to provide assurance on internal conûol or to ide¡tiô, significant deficiencies or uraterial
weaknesses. Flowever, during the audit, we will comrnunicate to management unã dtor" charged with governance
internal control related matters that are required to be communicated under AICPA professionaistandards,
Government Auditing Standards, and the Uniform Guidance.

Ä.udit Procedures-Com pliance

As part of obtaining reasonable assurance about whetherthe financial statements are free of material misstatement,
we will perform tests of Aitkin County's compliance with provisions of applicable laws, regulations, contracts,
and agreements, including grant agreements. However, the objective of thìle procedures will not be to providá
an opinion on overall compliance, and we will not express such an opinion in our report on compliance issued
pursuant to Government Auditing Standards.

The Uniform Guidance requires that we also plan and perform the audit to obtain reasonable assurance about
whether the auditee has complied with applicable federal statntes, regulations, and the terms and conditions of
federal awards applicable to major programs. Our procedures will consist of tests of transactions and other
applicable procedures described in the OMB Compliance Supplement for the types of compliance requirements
that could have a direct and material effect on each of Aitkin County's major p]ogramr. Íh" p.,rpoir of these
procedures will be to express an opinion on Aitkin County's compliance with requirements applicubl" to each of
its major programs in our report on compliance issued pursuant to the Uniform Guidance.

Audit Administration and Other

At the conclusion of the engagetnent, we will complete the appropriate sections of the Data Collection Form that
summarizes our audit findings. It is manageûtent's responsibility to electronically submit the reporting package
(including fînancial statements, schedule of expenditures of federal awards, summary scheclule of piior auðit
findings. auditor's repofts, and corrective action plan) along with the Data Collection Form to the feàeral audit
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ciearinghouseand,ifappropriate,topass-throughentities. Adclitionalcopiesofthereportingpaclcagemaybe
required. We will coordinate with you the electronic submission and ceúifiãation. The Data Collection Formand
the reporting package must be submitted within the earlier of 30 calendar days after receipt of the auditor's reports
or nine months aftcr the end of the audit period.

We 
-will 

provide your governing body, management, relatecl organization representatives, and, if applicable,
nonfederal grantor entities with copies of our reports. Managem"rit i, ,"rponsiUle for all other dishibution of the
repofts and the financial statements. Unless restricted by law or regulation, or containing privileged and
conficlential inforrnation, copies of our reports are to be made available fõr publió ilspection.

The audit documentation for this engagement is the properly of the Office of the State Auditor. Vy'e may be
requested to make certain audit documentation and appropriate individuals available to a cognizant or oversight
agency for auclit or its designee, a federal agency providing direct or indirect funding, or the U.S. Governmãnt
Accountability Office f'or purposes of a quality review of the audif to resolve audi findings, or to carry out
oversight responsibilities. If requested, access to such audit documentation will be prãvided undei our
supervision- Fulhermore, upon request, we may provide copies of selected audit dócurnentation to the
aforementioned parties. These parties may intencl, or decide, to distribute the copies or information contained
therein to others, including other governmental agencies.

The audit docurnentation for this engagernent will be retained, pursuant to our record retention plan, for a period
of ten years after the date the auditor's report is issued. If we are aware that a federal awarding ug"n"y,
pass-through entity, or auditee is contesting an audit finding we will contact those contesting the auOìt irnaing
for guidance prior to destroying the audit documentation. We will be available thr.oughout tlr" y"- to answei
questions, provide assistance, or assist you in implementing any of our recommendationi.

Our fees are based on standardhourly rates plus trãvel and any out-of-pocket expenses. Our standard hourly rates
vary according to the degr-ee_of responsibility involved and the experience leveiof the personnel assigned tä your
audit' Progress billings will be mailed to you every four weeks. The condition of youirecords and the assistance
you are able to provide us affects both the timeliness and cost of the audit.

Government Auditing Standards require that we provide you with a copy of our most recent external peer review
rcport ancl any subsequent peer review repolts received during the period of the contract when ..q.,"rt"d by you.
Our 2015 peer review report can be found on our website at wwr,v.áudito¡.state.mn.us.

We appreciate the opportunity to be of service to Aitkin County and believe this letter accurately su¡nmarizes the
significant tems of our engagement. If you have any questions, please contact me at (651) ZtíZ-zl+t or Randy
Vogt, who will be in charge of this auclit, at (651)254:4136 or atRanclall.Voglfdosa.ìtate.mn.us. If you agree
withthetermsofourengagementasdescribedinthisletter,please@wandreturnittous.

Sincerely,

Ø
&V Diarure Syverson, CpA,
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Approved: 'l'his letter oomectly sets forth the understanding of Aitkin county

Chair, Boarcl of Commissioners Date

County Auditor Date

County Administrator Date


