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the international BDO network of independent member firms. 
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November 21, 2014 
 
Honorable Mayor and Members of the Borough Assembly 
City and Borough of Yakutat, Alaska 
 
Professional standards require us to communicate with you regarding matters related to the 
audit, that are, in our professional judgment, significant and relevant to your responsibilities in 
overseeing the financial reporting process. Our audit planning letter dated June 17, 2014 
outlined our plan for the audit of the financial statements of the City and Borough of Yakutat 
(the Borough) as of and for the year ended June 30, 2014. That document included a summary 
of our overall objectives for the audit, and the nature, scope, and timing of the planned audit 
work. 
 
This communication is intended to elaborate on the significant findings from our audit, 
including our views on the qualitative aspects of the Borough’s accounting practices and 
policies, management’s judgments and estimates, financial statement disclosures, and other 
required matters. 
 
We are pleased to be of service to the Borough.  Feel free to contact us to discuss our audit 
findings, as well as other matters that may be of interest to you, and to answer any questions 
you might have.  
  
 
Respectfully,  
 
 
 
Anchorage, Alaska 
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Status of Our Audit 
 
We have completed our audit of the financial statements as of and for the year ended June 30, 2014.  Our 
audit was conducted in accordance with auditing standards generally accepted in the United States of 
America. This audit of the financial statements does not relieve management or those charged with 
governance of their responsibilities. 
 
 The objective of our audit was to obtain reasonable - not absolute - assurance about whether the 

financial statements are free from material misstatements. 

 The scope of the work performed was substantially the same as that described to you in our earlier 
Audit Planning communications.  

 We have issued an unmodified opinion on the financial statements and released our report on 
November 21, 2014. 

 All records and information requested by BDO were freely available for our inspection. 

 We received full access to all information that we requested while performing our audit, and we 
acknowledge the full cooperation extended to us by all levels of Borough personnel throughout the 
course of our work. 
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Results of Our Audit 
 
ACCOUNTING PRACTICES, POLICIES, ESTIMATES, AND SIGNIFICANT UNUSUAL 
TRANSACTIONS  
 
The following summarizes the more significant required communications related to our audit concerning 
the Borough’s accounting practices, policies, estimates, and significant unusual transactions:  
 
The Borough’s significant accounting practices and policies are those included in Note 1 to the financial 
statements. These accounting practices and policies are appropriate, comply with generally accepted 
accounting principles and industry practice, were consistently applied, and are adequately described 
within Note 1 to the financial statements.  

 

 There were no new GASB pronouncements in 2013.    

 There were no other changes in significant accounting policies and practices during 2013.   
 
Significant estimates are those that require management’s most difficult, subjective, or complex 
judgments, often as a result of the need to make estimates about the effects of matters that are 
inherently uncertain. Overall, the Borough has very few significant accounting estimates.  The most 
significant estimates are disclosed below: 
 

Significant accounting estimates include: 

Collectability of outstanding A/R – Many of the Borough’s accounts receivable are from granting 
agencies; these are considered by management to be 100% collectible.  Customer accounts receivables 
(water, sewer, harbor, electric) are reviewed by management periodically to determine a reasonable 
amount of allowance, based on known factors, past history, and age of the outstanding amount. 

Landfill Closure Liability – Accounting rules prescribe that the Borough accrue the ultimate cost of 
closure and monitoring as the landfill is being filled.  The Borough has estimated that closure and post-
closure costs will approximate $75,000.  This amount has been reported on the statement of net assets.  

 

 Management did not make any significant changes to the processes or significant assumptions used 
to develop the significant accounting estimates in 2014.   

 We did not identify any significant or unusual transactions, or any transactions for which there was 
a lack of authoritative guidance.   

 
CORRECTED AND UNCORRECTED MISSTATEMENTS 
 
There were several adjusting journal entries recorded to the trial balance given to us to begin the audit.  
Some of these were proposed by auditors, and some were proposed by management.  These entries 
included such items as certain grant revenues, depreciation, additional payables, construction work in 
progress, and the school district loan.  All journal entries are included at the end of this document. 
 
In addition to the above there were a few reclassification journal entries.  Reclassifications have no 
effect on fund balance.  There were no uncorrected misstatements, related to accounts and/or 
disclosures that we presented to management.  
 
Finally, in connection with the audit of the Yakutat School District, the auditors of the District reported 
two material adjustments on the school district books.  One was for health insurance and one was for 
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additional revenue.  The school district is reported as a discreet component unit within the Borough 
financial statements. 
 
OTHER COMMUNICATIONS 
 
The following items represent required audit communications: 
 

1. Qualitative aspects of significant accounting policies and practices  

 We concur with the Borough’s interpretation and application of generally accepted 
accounting principles and practices derived from the standards set by the Governmental 
Accounting Standards Board (GASB).  

2. Our conclusions regarding significant accounting estimates 

 The nature of the Borough’s operations reduces the need for numerous significant 
estimates within the accounting records. See comment about estimates above.  We believe 
the Borough’s estimates are reasonable in the circumstances.   

3. Financial statement disclosures 

 To our knowledge all necessary disclosures have been included in the footnotes to the 
financial statements. 

4. New accounting pronouncements 

 As noted on the previous page, the Borough did not adopt any new accounting 
pronouncements in 2014.  

5. Alternative accounting treatments 

 We did not identify any accounting treatments that did not comply with generally 
accepted accounting principles and standards set by GASB.  
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Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the Borough’s internal 
control over financial reporting (internal control) as a basis for designing our auditing procedures for the 
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an 
opinion on the effectiveness of the Borough’s internal control. Accordingly, we do not express an opinion 
on the effectiveness of the Borough’s internal control. 
 
Our consideration of internal control was for the limited purpose described above and was not designed to 
identify all deficiencies in internal control that might be significant deficiencies or material weaknesses. 
 
We are required to communicate, in writing, to those charged with governance all material weaknesses 
and significant deficiencies that have been identified in the Borough’s internal controls over financial 
reporting. The definitions of control deficiency, significant deficiency and material weakness follow: 
 

Category Definition 

Deficiency in Internal 
Control 

A deficiency in internal control exists when the design or operation of a 
control does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis. 

Significant Deficiency 
A deficiency or combination of deficiencies in internal control that is less 
severe than a material weakness, yet important enough to merit attention 
by those charged with governance. 

Material Weakness 

A deficiency or combination of deficiencies in internal control, such that 
there is a reasonable possibility that a material misstatement of the 
Borough’s financial statements will not be prevented, or detected and 
corrected on a timely basis.  

 
In conjunction with our audit of the financial statements, we reported no material weaknesses on the 
borough financial statements. 
 
In connection with their separate audit, the auditors of the School District reported two material 
weaknesses and two significant deficiencies.  These items related to the following: 
 

 Material Weakness – Inadequate segregation of duties 
 Material Weakness – Financial Close and Reporting 
 Significant Deficiency – Payroll controls 
 Significant Deficiencies – Credit Card controls 

 
  



 

Other Required Communications 
 
 

7 
 

Following is a summary of those required items, along with specific discussion points as they pertain to 
the Borough: 
 

Requirement Discussion Points 

Significant changes to planned 
audit strategy or significant risks 
initially identified  

There were no significant changes to the planned audit strategy or 
significant risks initially identified as part of our Audit Planning 
Process. 

Obtain information from those 
charged with governance 
relevant to the audit  

There were no matters noted relevant to the audit, including, but 
not limited to: violations or possible violations of laws or 
regulations; risk of material misstatements, including fraud risks; or 
tips or complaints regarding the Borough’s financial reporting that 
we were made aware of as a result of our inquiry of those charged 
with governance.  

If applicable, nature and extent 
of specialized skills or knowledge 
needed related to significant 
risks  

There were no specialized skills or knowledge needed, outside of 
the core engagement team, to perform the planned audit 
procedures or evaluate audit results related to significant risks. 

Consultations with other 
accountants 

We are not aware of any consultations about accounting or auditing 
matters between management and other independent public 
accountants. Nor are we aware of opinions obtained by management 
from other independent public accountants on the application of 
generally accepted accounting principles.  

Disagreements with management There were no disagreements with management about matters, 
whether or not satisfactorily resolved, that individually or in 
aggregate could be significant to the Borough’s financial statements 
or to our auditor’s report.  

Significant difficulties 
encountered during the audit 

There were no significant difficulties encountered during the audit. 

Representations requested from 
management 

Please refer to the attached management representation letter. 
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Independence Communication 
 
 
Our planning letter to you dated June 17, 2014 describes our responsibilities in accordance with 
professional standards and certain regulatory authorities with regard to independence and the 
performance of our services. This letter also stipulates the responsibilities of the Borough with respect to 
independence as agreed to by the Borough. Please refer to that letter for further information. 
 
 
 
 

New Accounting Pronouncements 
 
 
The assembly and management should be aware of the following new accounting pronouncements: 
 
GASB 68 – Accounting and Financial Reporting for Pensions – The Borough will be required to implement 
this new statement effective June 30, 2015.  This statement changes the reporting and disclosure 
requirements for governments that participate in pension plans. Specifically, this statement will require 
the Borough to record its proportional share of the Alaska PERS plan unfunded pension liability.   Based on 
our understanding, the initial calculation of this liability will be provided to the Borough by the State of 
Alaska Division of Retirement and Benefits.  The liability will need to be allocated between the business 
type activities and the governmental activities based on a reasonable methodology as determined by the 
Borough (e.g. relative PERS payroll).  The liability will be recorded in the financial statements at the 
government-wide level and for each enterprise fund.  The liability will not be recorded in the general 
fund or in the general ledger for the governmental activities.  In addition, the new pronouncement will 
require significantly increased footnote disclosures and additional required supplementary information. 
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BDO Board Reflections and Ac’sense 
Programs 
 
The BDO Board Reflections resource center is developed with Board members in mind. Understanding the 
roles, responsibilities, and risks associated with each committee, BDO routinely provides guidance to 
Directors as they navigate through ever changing challenges in today’s corporate climate. BDO’s 
proprietary studies, publications, practice aids, and educational programs help fuel conversations among 
those charged with corporate governance – who are making the tough decisions. BDO’s thought-provoking 
resources are tailored to help keep Board members ahead of the trends while meeting compliance 
obligations. For a comprehensive listing of such resources, visit http://www.bdo.com/board. 
 
In line with the board resource center is Ac’senseSM, BDO’s program designed to assist both those charged 
with governance (including Audit Committees and Boards of Directors) as well as financial executives of 
both public and private companies in keeping up to date on the latest corporate governance and financial 
reporting developments. 
 
The program is multi-faceted and consists of complimentary CPE-worthy webinars and self-study courses 
covering both broad and specific topics of interest, publications, and links to various BDO and external 
resources. Visit http://www.bdo.com/acsense/. 
 

AC’SENSESM WEBINARS 
 
Our webinar programs are presented by our firm technical experts and comprise both short-form and 
longer-form webinars on a variety of “hot” topics of interest, such as “Compensation Risk,” “Fair Value 
Matters,” “Business Combinations,” “Applying New Revenue Recognition Rules,” “Ethics and the 
Corporate Board,” and many others. In addition, we host several series including our “Quarterly Technical 
Updates” and “International Financial Reporting Standards” on financial accounting and reporting matters 
as well as “Focus on Fraud.” 
 
Our webinars are complimentary and are generally applicable for Audit Committees, Board members, 
management, finance and compliance professionals of both public and private companies. In addition, 
most webinars and archives are worthy of Continuing Professional Education (CPE) credit. Please visit our 
website http://www.bdo.com/acsense/ for further information on upcoming and archived webinars. 
 

EFFECTIVE AUDIT COMMITTEES IN THE EVER CHANGING MARKETPLACE 
 
The focus of BDO’s governance initiatives is to provide those charged with governance with essential, 
relevant information through clear and concise executive summary-type communications. In this spirit, 
we have created the Effective Audit Committees in the Ever Changing Marketplace publication as a 
practical guide to forming and running an effective Audit Committee. Within this publication, we provide 
answers to certain frequently asked questions (FAQs) centering on the WHYs, WHOs, WHATs, WHENs, and 
HOWs of Audit Committees. More specifically, these FAQs summarize the common functions and 
responsibilities of Audit Committees and seek to provide insights and perspective as to how to optimize 
Audit Committee effectiveness. Our vision has been shaped by our own experiences with our clients and 
interpretations of the specific recommendations, guidelines and rules of the SEC; the stock exchanges; 
the Public Company Accounting Oversight Board (PCAOB); the American Institute of Certified Public 
Accountants (AICPA); and the Blue Ribbon Committee on Improving the Effectiveness of Corporate Audit 
Committees, sponsored by the New York Stock Exchange and the National Association of Securities 
Dealers. 
 
Throughout this publication, we focus on some of the more challenging aspects facing Audit Committees. 
To that end, in addition to our commentary, we have included links and references to other relevant BDO 
practice aids and tools as well as certain valuable external resources. The guide and practices aids are 
available at http://www.bdo.com/acsense/effective.aspx. 
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BDO Resources 
 
 
BDO is a national professional services firm providing assurance, tax, financial advisory, and consulting 
services to a wide range of publicly traded and privately held companies. Guided by core values including 
competence, honesty and integrity, professionalism, dedication, responsibility, and accountability for 100 
years, we have provided quality service and leadership through the active involvement of our most 
experienced and committed professionals. 
 
The firm serves clients through 49 offices and more than 400 independent alliance firm locations 
nationwide. As an independent Member Firm of BDO International Limited, BDO serves multinational 
clients through a global network of 1,082 offices in 119 countries. BDO USA, LLP, a Delaware limited 
liability partnership, is the U.S. member of BDO International Limited, a UK company limited by 
guarantee, and forms part of the international BDO network of independent member firms. BDO is the 
brand name for the BDO network and for each of the BDO Member Firms. For further information, please 
refer to http://www.bdo.com/about/. 
 
 

Exhibit A 
 
 Representation Letter is attached 

  

 
 


































