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To The City Council
City of Eau Claire

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the City of Eau Claire’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, we consider item 08-1 to be a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Eau Claire’s basic financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

We noted certain matters that we reported to management of the City of Eau Claire in a separate letter dated
June 25, 2009.

The City of Eau Claire’s response to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit the City’s response and, accordingly, we express no
opinion on it.

This report is intended solely for the information and use of the city council, management, federal and state
awarding agencies and pass-through entities and is not intended to be, and should not be, used by anyone other
than these specified parties.

Babie Tdly Vi e S2F

June 25, 2009
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To The City Council
City of Eau Claire

Internal Control Over Compliance

The management of the City of Eau Claire is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable to federal and
state programs. In planning and performing our audit, we considered the City of Eau Claire’s internal control
over compliance with requirements that could have a direct and material effect on a major federal or major state
program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance,
but not for the purpose of expressing an opinion on the effectiveness of the internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the City of Eau Claire’s internal control over
compliance.

A control deficiency in an entity’s internal control over compliance 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 noncompliance with a type of compliance requirement of a federal or state program on a
timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity’s ability to administer a federal or state program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal or state program that is more
than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal or state
program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.

Schedule of Expenditures of Federal and State Awards

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 Eau Claire, Wisconsin as of and for the year ended December 31, 2008, which collectively
comprise the City of Eau Claire’s basic financial statements and have issued our report thereon dated June 25,
2009. Our opinion on the financial statements was modified to include a paragraph stating that the City of Eau
Claire implemented GASB Statement No. 45 during 2008. Our audit was performed for the purpose of forming
an opinion on the financial statements that collectively comprise the City of Eau Claire’s basic financial
statements. The accompanying schedule of expenditures of federal and state awards is presented for purposes
of additional analysis as required by OMB Circular A-133 and the Stafe Single Audit Guidelines and is not a
required part of the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all material respects,
in relation to the basic financial statements taken as a whole.
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To The City Council
City of Eau Claire

This report is intended solely for the information and use of the city council, management, federal and state
awarding agencies and pass-through entities and is not intended to be, and should not be, used by anyone other
than these specified parties.

e N } i e e
gm/b ;}ﬁ;!/% Virch £ P 5;)/ ’70

August 31, 2009 except for the Schedule of
Expenditures of Federal and State Awards, as to
which the date is June 25, 2009
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CITY OF EAU CLAIRE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2008

SECTION | — SUMMARY OF AUDITORS’ RESULTS

FINANCIAL STATEMENTS
Type of auditors’ report issued: unqualified
Internal control over financial reporting:
> Material weakness(es) identified?
>  Significant deficiencies identified that are
not considered to be material

weaknesses?

Noncompliance material to basic financial
statements noted?

FEDERAL OR STATE AWARDS
Internal control over major programs:
> Material weakness(es) identified?
> Significant deficiencies identified that are

not considered to be material
weakness(es)?

X  yes no

yes X none reported
yes X No
yes X No
yes X _ none reported

Type of auditor’s report issued on compliance for major programs: unqualified

Any audit findings disclosed that are required to
be reported in accordance with section 510(a) of
Circular A-133?

Auditee qualified as low-risk auditee?
Identification of major federal programs:
CEDA Numbers
14.195
14.871
14.239

20.500
20.507

yes X No
Federal State
yes X no yes X no

Name of Federal Program or Cluster

Section 8 Housing Assistance Payments Program:
Special Allocations

Section 8 Housing Choice Voucher

Home Investment Partnership Program

Federal Transit — Capital Investment Grants

Federal Transit — Formula Grants
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CITY OF EAU CLAIRE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (cont.)
For the Year Ended December 31, 2008

SECTION | — SUMMARY OF AUDITORS’ RESULTS (cont.)

FEDERAL OR STATE AWARDS (cont.)

Federal State
Dollar threshold used to distinguish between
type A and type B programs: $ 300,000 $ 100,000
Identification of major state programs:
State Number Name of State Program
395.104 Transit Operating Aids

SECTION Il — FINANCIAL STATEMENT FINDINGS

08-1 Internal Control over Financial Reporting.
Condition: During the 2008 audit, we noted deficiencies in the financial reporting process as follows:

>  With turnover in the finance department during the year end close process, year
end account reconciliations were not always performed by someone independent
of the processing of transactions in the account (segregation of duties).

> Adjusting journal entries and supporting documentation are not consistently
reviewed and approved by an appropriate person who is not the original preparer.

> Infrastructure records compiled by the public works department were not
reviewed or reconciled by the finance department. In addition, procedures for
accounting for governmental activities construction work in progress are not
adequate to ensure accuracy.

In addition, audit procedures found material adjustments to sewer capital assets and governmental
activities capital assets. The current process does not reduce the risk of material errors in financial
reporting to remote, as required by the standards.

Criteria: Internal controls should be in place that provide reasonable assurance in the reliability of
financial reporting.

Effect: Financial reports may be materially misstated.

Recommendation: The City should consider additional internal controls or other procedures to
strengthen the internal controls over financial reporting.

Management's Response: It is difficult for a City the size of Eau Claire to segregate all of the
accounting functions. Material journal entries and account reconciliations are reviewed. The routine
monthly journal entries will be reviewed and approved at the start of each year. Time constraints
between year-end and the start of the auditors’ field work limit the amount of reconciliations and
entries that can be completed prior to the auditors’ reviews. We are in agreement with the auditors

recommended entries.
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CITY OF EAU CLAIRE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (cont.)
For the Year Ended December 31, 2008

SECTION lll - FEDERAL AND STATE FINDINGS AND QUESTIONED COSTS

None.

SECTION IV — OTHER ISSUES

Does the auditor’s report or the notes to the
financial statements include disclosure with
regard to substantial doubt as to the
auditee’s ability to continue as a going
concern?

Does the audit report show audit issues (i.e.,
material non-compliance, non-material non-
compliance, questioned costs, material
weakness, significant deficiency,
management letter comment, excess
revenue or excess reserve) related to
grants/contracts with funding agencies that
require audits to be in accordance with the
State Single Audit Guidelines:

Department of Health Services

Department of Commerce

Department of Natural Resources

Department of Transportation

Public Service Commission

Was a management letter or other
document conveying audit comments issued
as a result of this audit?

Name and signature of partner

Date of report

yes X no
yes X no
yes X no
yes X no
yes X no
yes X no
X  yes no

e

James R. Murray, CPA, Partner

August 31, 2009
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CITY OF EAU CLAIRE

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
For the Year Ended December 31, 2008

NOTE 1 — REPORTING ENTITY

This report on Federal and State Awards includes the federal and state awards of the City of Eau Claire.
The reporting entity for the City is based upon criteria established by the Governmental Accounting
Standards Board (GASB).

The City is the primary government according to GASB criteria, while the Eau Claire Housing Authority
(Housing Authority}) is a component unit.

Federal and state awards received directly by the Housing Authority are included in this report.

The schedule includes only those programs required to be included in accordance with the State Single
Audit Guidelines.

NOTE 2 — BAsIS OF PRESENTATION

The accounting records for some grant programs are maintained on the modified accrual basis of
accounting. Under the modified accrual basis, revenues are recorded when susceptible to accrual, i.e.,
both measurable and available. Available means collectible within the current period or soon enough
thereafter to be used to pay liabilities of the current period. Expenditures are recorded when the liability is
incurred. The accounting records for the other grant programs are maintained on the accrual basis, i.e.,
when the revenue has been earned and the liability is incurred.

The information in this schedule is presented in accordance with the requirements of OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations and the Stafe Single Audit Guidelines.

NOTE 3 — DIRECT PAYMENT - WISCONSIN MEDICAL ASSISTANCE

The city received the following payments from Wisconsin Medical Assistance through EDS Federal
Corporation in 2008:

Provider Unaudited
Number Amount
City/County Health Department
Reproductive Health 43102500 $ 17,047
Prenatal Care 42141400 44 799
Total $ 61,846
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CITY OF EAU CLAIRE

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AND STATE AWARDS
For the Year Ended December 31, 2008

NOTE 4 - CARS REPORT DATES

The Schedule of Expenditures of Federal and State Awards includes adjustments through the following
Community Aids Reporting System (CARS) report:

Expected Payment
Agency Number Date

256321 04/01/2009

NOTE 5 — ADJUSTMENTS COLUMN

The adjustment column presents differences between estimated accrued/deferred ending balances as of
December 31, 2007 and actual reimbursements received by the grantee in 2008.
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CITY OF EAU CLAIRE

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Year Ended December 31, 2008

The previous audit of the federal award programs was for year ended December 31, 2007. The City’s
corrective actions on Funding 2007-1 are as follows:

Finding 2007-1: Section 8 Housing Choice Vouchers — Waiting List

One individual tested during the 2007 audit reached the top of the waiting list but was not offered the
opportunity to be admitted to the program. We noted three other instances where the waiting list was
not properly maintained: 1) an individual not taken off the list when admitted to the program and 2)
two individuals with applications which could not be located.

Action Taken

During testing of the Section 8 Housing Choice Vouchers waiting list testing for the December 31,
2008 audit, we noted no similar problems.
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