
 

 

 
 
 
The Honorable Mayor and  
  Members of the Town Council 
Town of Addison, Texas 
Addison, Texas 
 
As part of our audits of the financial statements and compliance of Town of Addison, Texas (Town) as of 
and for the year ended September 30, 2022, we wish to communicate the following to you. 

AUDIT SCOPE AND RESULTS 

Auditor’s Responsibility Under Auditing Standards Generally Accepted in the United 
States of America and the Standards Applicable to Financial Audits Contained in 
Government Auditing Standards Issued by the Comptroller General of the United States 
and U.S. Office of Management and Budget (OMB) Title 2 U.S. Code of Federal Regulations 
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements 
for Federal Awards (Uniform Guidance) 

An audit performed in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States and U.S. Office of Management and Budget (OMB) 
Uniform Guidance is designed to obtain reasonable, rather than absolute, assurance about the financial 
statements and about whether noncompliance with the types of compliance requirements described in the 
OMB Compliance Supplement that could have a direct and material effect on a major federal program 
occurred. In performing auditing procedures, we establish scopes of audit tests in relation to the financial 
statements taken as a whole. Our engagement does not include a detailed audit of every transaction. Our 
contract more specifically describes our responsibilities. 
 
These standards require communication of significant matters related to the financial statement and 
compliance audits that are relevant to the responsibilities of those charged with governance in overseeing 
the financial reporting process. Such matters are communicated in the remainder of this letter or have 
previously been communicated during other phases of the audit. The standards do not require the auditor 
to design procedures for the purpose of identifying other matters to be communicated with those charged 
with governance. 
 
Audits of the financial statements and compliance do not relieve management or those charged with 
governance of their responsibilities. Our contract more specifically describes your responsibilities. 

Qualitative Aspects of Significant Accounting Policies and Practices 

Significant Accounting Policies 

The Entity’s significant accounting policies are described in Note 1 of the audited financial statements. 
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GASB 87, Leases 

Effective October 1, 2021, the Entity adopted GASB 87, Leases. GASB 87 creates one model for 
recognizing leases for both lessees and lessors. Substantially all leases are recognized on the lessees’ 
statement of net position. In the activity statement, lessees no longer report rent expense for the previously 
classified operating leases but instead report interest expense on the liability and amortization expense 
related to the asset. Lessors recognize a lease receivable and corresponding deferred inflow of resources. 
Interest income associated with the receivable are recognized using the effective interest method. 
 
Adoption of GASB 87 required significant time to identify a complete list of lease contracts for consideration 
of adoption and measure the lease assets and liabilities for recognition. In addition, due to adoption of the 
standard, the Entity’s key performance indicators related to the statement of net position (such as the 
current ratio) are likely not comparable to historical results. 
 
Alternative Accounting Treatments 

No matters are reportable. 
 
Management Judgments and Accounting Estimates 

Accounting estimates are an integral part of financial statement preparation by management, based on its 
judgments. The following areas involve significant estimates for which we are prepared to discuss 
management’s estimation process and our procedures for testing the reasonableness of those estimates: 
 

 Allowance for doubtful accounts (related to ambulance, property tax, unbilled utility, etc.) 
 Compensated absences 
 Other post-employment benefit liability and related deferred outflows/inflows of resources 
 Net pension asset and related deferred outflows/inflows of resources 
 Key estimates related to leases – lease discount rate, lease term, and lease payments 
 Depreciation 

 
Significant Unusual Transactions 

No matters are reportable. 
 
Financial Statement Disclosures 

The following areas involve particularly sensitive financial statement disclosures for which we are prepared 
to discuss the issues involved and related judgments made in formulating those disclosures: 

 
 Net pension asset 
 Other post-employment benefits liability 
 Leases 

Audit Adjustments 

No matters are reportable.
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Significant Issues Discussed with Management 

During the Audit Process 

During the audit process, the following was discussed with management: 
 

 Implementation of GASB 87, Leases 

Other Material Communications 

Listed below are other material communications between management and us related to the audit: 
 

 Management representation letter (attached) 
 We orally communicated to management other deficiencies in internal control identified during our 

audit that are not considered material weaknesses or significant deficiencies. 

OTHER MATTERS 

We observed the following matters and offer these comments and suggestions with respect to matters 
which came to our attention during the course of the audit of the financial statements. We can discuss these 
matters further at your convenience and may provide implementation assistance as necessary.  

GASB Statement No. 94, Public-Private and Public-Public Partnerships and Availability 
Payment Arrangements (GASB 94) 

This statement provides uniform guidance on accounting and financial reporting for public-private and 
public-public partnership arrangements (PPPs) and availability payment arrangements (APAs). As used in 
this Statement, a PPP is an arrangement in which a government (the transferor) contracts with an operator 
(a governmental or nongovernmental entity) to provide public services by conveying control of the right to 
operate or use an infrastructure or other nonfinancial asset (the underlying PPP asset) for a period of time 
in an exchange or exchange-like transaction. Statement 94 also addresses APAs, which are arrangements 
where a government compensates an operator for services that may include designing, constructing, 
financing, maintaining, or operating an underlying infrastructure or other nonfinancial asset for a period of 
time in an exchange or exchange-like transaction. This statement requires governments to report assets 
and liabilities related to PPPs consistently and disclose information about PPP transactions. 
 
The requirements of this Statement are effective for the Entity’s fiscal year 2023, and all reporting periods 
thereafter. The changes would be applied retrospectively, if practicable, for all prior fiscal years presented. 
PPPs would be recognized and measured using the facts and circumstances that exist at the beginning of 
the implementation period or, if applicable to earlier periods, the beginning of the earliest period restated. 
In the year of adoption, the financial statement notes should disclose the nature of the restatement and its 
effect or the reason for not restating prior years presented.
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GASB Statement No. 96, Subscription-Based Information Technology Arrangements 
(GASB 96) 

This Statement addresses the accounting for the costs related to cloud computing agreements. The 
standard defines a subscription-based information technology arrangements (SBITA), establishes that a 
SBITA would result in a right-to-use (RTU) asset and a corresponding liability, provides capitalization 
criteria, and requires new note disclosures. The statement's language and concepts closely mirror the lease 
guidance provided in Statement 87, Leases. This statement requires governments report a subscription 
asset and subscription liability for a SBITA and to disclose essential information about the arrangement. 
The disclosures will allow users to understand the scale and important aspects of a government's SBITA 
activities and evaluate a government's obligations and assets resulting from SBITAs. 
 
The requirements of this Statement are effective for the Entity’s fiscal year 2023, and all reporting periods 
thereafter. The changes should be applied retroactively by restating financial statements, if practicable, for 
all prior fiscal years presented. If restatement is not practicable, the cumulative effect, if any, should be 
reported as a restatement of beginning net position for the earliest fiscal year restated. 
 
In the first fiscal year the amendments are applied, note disclosure is required for the nature of the 
restatement and its effect, as well as the reason for not restating prior fiscal years presented, if applicable. 
SBITA assets and liabilities should be recognized and measured using the facts and circumstances at the 
beginning of the fiscal year of implementation. If applied to earlier fiscal years, those assets and liabilities 
should be recognized and measured using the facts and circumstances at the beginning of the earliest 
fiscal year restated. Governments are permitted—but not required—to include in the measurement of the 
subscription asset capitalizable outlays associated with the initial implementation stage and the operation 
and additional implementation stage incurred prior to the implementation. 

GASB Statement No. 100, Accounting Changes and Error Corrections (GASB 100) 

GASB 100 updates accounting and financial reporting requirements for accounting changes and error 
corrections to address current diversity in practice by amending GASB Statement No. 62. It defines 
accounting changes as changes in accounting principles, changes in accounting estimates, and changes 
to or within the financial reporting entity and describes the transactions or other events that constitute those 
changes. GASB 100 clarifies that a change to or within the financial reporting entity results from: the addition 
or removal of a fund that results from movement of continuing operations within the primary government, 
including its blended component units; change in fund presentation as major or nonmajor; generally, the 
addition or removal of a component unit to or from the financial reporting entity; or a change in the 
presentation (blended or discretely presented) of a component unit. For each type of accounting change 
and error correction, GASB 100 addresses accounting and reporting requirements, display, including 
display in the financial statements, note disclosures, and impact on required supplementary information 
(RSI) and supplementary information (SI). 
 
The requirements of GASB 100 are effective for accounting changes and error corrections made in the 
Entity’s fiscal year 2024, and all reporting periods thereafter. Earlier application is encouraged.
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GASB Statement No. 101, Compensated Absences (GASB 101) 

GASB 101 updates the recognition and measurement guidance for compensated absences under a unified 
model. It defines compensated absences and requires that liabilities be recognized in financial statements 
prepared using the economic resources measurement focus for leave that has not been used and leave 
that has been used but not yet paid or settled. A liability for compensated absences should be accounted 
for and reported on a basis consistent with governmental fund accounting principles for financial statements 
prepared using the current financial resources measurement focus. GASB 101 amends the existing 
requirement to disclose the gross increases and decreases in a liability for compensated absences to allow 
governments to disclose only the net change in the liability (as long as they identify it as a net change). In 
addition, governments are no longer required to disclose which governmental funds typically have been 
used to liquidate the liability for compensated absences. 
 
The requirements of GASB 101 are effective for the Entity’s fiscal year 2025, and all reporting periods 
thereafter. Earlier application is encouraged. The changes adopted at transition to conform to the provisions 
of GASB 101, should be reported as a change in accounting principle in accordance with Statement No. 
100, Accounting Changes and Error Corrections, including the related display and disclosure requirements. 
 
Meeting the Increasing Challenges of Cybersecurity  
 
The increasing value of electronic protected health information (ePHI), payment card data and intellectual 
property (e.g. trade secrets) is driving more organizations of all sizes to prepare for the potential of a 
cyberattack.  Hackers and cyber-thieves have become adept at pilfering confidential information, using 
ransomware to extort money, and leveraging social engineering techniques to trick employees into wiring 
funds.   
 
As a first step to improving their cyber-readiness, entities need to perform a cybersecurity risk assessment 
to determine the current state of cybersecurity processes, controls, and technology.  This effort can 
determine how well the entity can prevent, detect, and respond to cyber-attacks.   
 
Key to the assessment process is choosing an appropriate framework against which the entity may be 
evaluated. In fact, two nationally recognized organizations have developed cybersecurity frameworks.    
 
The National Institute of Standards and Technology (NIST) has developed a Cybersecurity Framework to 
assist organizations manage cybersecurity-related risk more effectively.   
 
The NIST Cybersecurity Framework provides a prioritized, flexible, repeatable, and a cost-effective 
approach that can be used in any industry or organization.  
 
For organizations that store, process or transmit ePHI, there is an additional industry-specific framework.  
The Health Information Trust (HITRUST) Alliance—in collaboration with health care and information 
security professionals—has developed the HITRUST Common Security Framework (CSF). The CSF 
rationalizes relevant health care regulations and standards into a single overarching security framework. 
 
This communication is intended solely for the information and use of management, the Town Council, and 
others within the Town and is not intended to be, and should not be, used by anyone other than these 
specified parties. 
 

 
 
February 2, 2023 



 

 

 
Representation of: 
Town of Addison, Texas 
P.O. Box 9010 
Addison, Texas 75001 
 
 
Provided to: 
FORVIS, LLP 
Certified Public Accountants 
14241 Dallas Parkway, Suite 1100 
Dallas, Texas 75254 
 
 
The undersigned (“We”) are providing this letter in connection with FORVIS’ audit of our financial 
statements as of and for the year ended September 30, 2022 and your audit of our compliance with 
requirements applicable to the major federal awards program as of and for the year ended September 30, 
2022. 
 
Our representations are current and effective as of the date of FORVIS’ report:  February 2, 2023. 
 
Our engagement with FORVIS is based on our contract for services dated:  August 3, 2022. 

Our Responsibility and Consideration of Material Matters 

We confirm that we are responsible for the fair presentation of the financial statements subject to FORVIS’ 
report in conformity with accounting principles generally accepted in the United States of America. 
 
We are also responsible for adopting sound accounting policies; establishing and maintaining effective 
internal control over financial reporting, operations, and compliance; and preventing and detecting fraud.  
 
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 misstatement 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 or influenced by the omission or misstatement.  An 
omission or misstatement that is monetarily small in amount could be considered material as a result of 
qualitative factors. 

Confirmation of Matters Specific to the Subject Matter of FORVIS’ Report 

We confirm, to the best of our knowledge and belief, the following:  
 

1. We have fulfilled our responsibilities, as set out in the terms of our contract, for the preparation and 
fair presentation of the financial statements in accordance with accounting principles generally 
accepted in the United States of America. 
 

2. We acknowledge our responsibility for the design, implementation, and maintenance of: 
 

a. Internal control relevant to the preparation and fair presentation of financial statements that 
are free from material misstatement, whether due to fraud or error. 
 

b. Internal control to prevent and detect fraud. 
 

3. We have everything we need to keep our books and records. 
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4. We have provided you with: 
 

a. Access to all information of which we are aware that is relevant to the preparation and fair 
presentation of the financial statements, such as records, documentation, and other 
matters. 
 

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

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

d. All minutes of meetings of the Town Council held through the date of this letter or 
summaries of actions of recent meetings for which minutes have not yet been prepared.  
All unsigned copies of minutes provided to you are copies of our original minutes approved 
by the governing body, if applicable, and maintained as part of our records. 
 

e. All significant contracts and grants. 
 

5. All transactions have been recorded in the accounting records and are reflected in the financial 
statements. 
 

6. We have informed you of all current risks of a material amount that are not adequately prevented 
or detected by our procedures with respect to: 
 

a. Misappropriation of assets. 
 

b. Misrepresented or misstated assets, deferred outflows of resources, liabilities, deferred 
inflows of resources, or net position/fund balance. 

 
7. We have no knowledge of any known or suspected fraudulent financial reporting or 

misappropriation of assets involving: 
 

a. Management or employees who have significant roles in internal control, or 
 

b. Others, where activities of others could have a material effect on the financial statements. 
 

8. We have no knowledge of any allegations of fraud or suspected fraud affecting the entity received 
in communications from employees, customers, regulators, suppliers, citizens, or others. 
 

9. We have assessed the risk that the financial statements may be materially misstated as a result of 
fraud and disclosed to you any such risk identified.  
 

10. We have disclosed to you the identity of all of the entity’s related parties and all the related-party 
relationships of which we are aware.  The entity has not entered into any new agreements with a 
related party or modified terms related to an existing related-party transaction during the year under 
audit, or as of the date of this letter.  Further, we do not have any existing or ongoing agreements 
with related parties that are still in effect as of the date of this letter. 

 
We understand that the term related party refers to an affiliate, management and members of their 
immediate families, component units, and any other party with which the entity may deal if the entity 
can significantly influence, or be influenced by, the management or operating policies of the other.  
The term affiliate refers to a party that directly or indirectly controls, or is controlled by, or is under 
common control with, the entity. 
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11. Interfund, internal, and intra-entity activity and balances have been appropriately classified and 
reported. 
 

12. We are not aware of any side agreements or other arrangements (either written or oral) that are in 
place. 
 

13. Except as reflected in the financial statements, there are no: 
 

a. Plans or intentions that may materially affect carrying values or classifications of assets, 
deferred outflows of resources, liabilities, deferred inflows of resources, and net 
position/fund balance. 
 

b. Material transactions omitted or improperly recorded in the financial records. 
 

c. Material gain/loss contingencies requiring accrual or disclosure, including those arising 
from environmental remediation obligations. 
 

d. Events occurring subsequent to the statement of net position/balance sheet date through 
the date of this letter requiring adjustment or disclosure in the financial statements. 
 

e. Agreements to purchase assets previously sold. 
 

f. Restrictions on cash balances or compensating balance agreements. 
 

g. Guarantees, whether written or oral, under which the entity is contingently liable. 
 

h. Known or suspected asset retirement obligations. 
 

14. We have disclosed to you all known instances of noncompliance or suspected noncompliance with 
laws and regulations whose effects should be considered when preparing financial statements. 
 

15. We have no reason to believe the entity owes any penalties or payments under the Employer 
Shared Responsibility Provisions of the Patient Protection and Affordable Care Act nor have we 
received any correspondence from the IRS or other agencies indicating such payments may be 
due. 
 

16. We are not aware of any pending or threatened litigation or claims whose effects should be 
considered when preparing the financial statements.  We have not sought or received attorney’s 
services related to pending or threatened litigation or claims during or subsequent to the audit 
period.  Also, we are not aware of any litigation or claims, pending or threatened, for which legal 
counsel should be sought. 
 

17. Adequate provisions and allowances have been accrued for any material losses from: 
 

a. Uncollectible receivables. 
 

b. Sales/service commitments, including those unable to be fulfilled. 
 

c. Purchase commitments in excess of normal requirements or above prevailing market 
prices. 
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18. Except as disclosed in the financial statements, the entity has: 
 

a. Satisfactory title to all recorded assets, and they are not subject to any liens, pledges, or 
other encumbrances. 
 

b. Complied with all aspects of contractual and grant agreements, for which noncompliance 
would materially affect the financial statements. 
 

19. The financial statements disclose all significant estimates and material concentrations known to us.  
Significant estimates are estimates at the statement of net position/balance sheet date that could 
change materially within the next year.  Concentrations refer to volumes of business, revenues, 
available sources of supply, or markets for which events could occur that would significantly disrupt 
normal finances within the next year.  Significant assumptions used by us in making accounting 
estimates, including those measured at fair value, are reasonable. 
 

20. The fair values of financial and nonfinancial assets and liabilities, if any, recognized in the financial 
statements or disclosed in the notes thereto are reasonable estimates based on the methods and 
assumptions used.  The methods and significant assumptions used result in measurements of fair 
value appropriate for financial statement recognition and disclosure purposes and have been 
applied consistently from period to period, taking into account any changes in circumstances.  The 
significant assumptions appropriately reflect market participant assumptions. 
 

21. We have not been designated as a potentially responsible party (PRP or equivalent status) by the 
Environmental Protection Agency (EPA) or other cognizant regulatory agency with authority to 
enforce environmental laws and regulations. 
 

22. With respect to any nonattest services you have provided us during the year, including assistance 
with formatting, printing, and binding of the financial statements and assistance with preparation of 
the draft schedule of expenditures of federal awards and related notes and completing the auditee 
portion of the Form SF-SAC (Data Collection Form) through the Federal Audit Clearinghouse: 
 

a. We have designated a qualified management-level individual to be responsible and 
accountable for overseeing the nonattest services. 
 

b. We have established and monitored the performance of the nonattest services to ensure 
they meet our objectives. 
 

c. We have made any and all decisions involving management functions with respect to the 
nonattest services and accept full responsibility for such decisions. 
 

d. We have evaluated the adequacy of the services performed and any findings that resulted. 
 

e. We have received the deliverables from you and have stored these deliverables in 
information systems controlled by us.  We have taken responsibility for maintaining internal 
control over these deliverables. 
 

23. We have notified you of any instances of noncompliance with applicable disclosure requirements 
of the SEC Rule 15c2-12 and applicable state laws. 
 

24. With regard to deposit and investment activities: 
 

a. All deposit and investment transactions have been made in accordance with legal and 
contractual requirements. 
 

b. Investments are properly valued. 
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c. Disclosures of deposit and investment balances and risks in the financial statements are 
consistent with our understanding of the applicable laws regarding enforceability of any 
pledges of collateral. 

 
d. We understand that your audit does not represent an opinion regarding the enforceability 

of any collateral pledges. 
 

25. The financial statements include joint ventures with an equity interest, and properly disclose all 
other joint ventures and other related organizations. 
 

26. We have identified and evaluated all potential fiduciary activities.  The financial statements include 
all fiduciary activities required by GASB Statement No. 84, Fiduciary Activities, as amended. 

 
27. The financial statements properly classify all funds and activities in accordance with GASB 

Statement No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, as 
amended. 

 
28. All funds that meet the quantitative criteria in in GASB Statement No. 34, Basic Financial 

Statements—and Management’s Discussion and Analysis—for State and Local Governments, as 
amended, and No. 37, Basic Financial Statements—and Management’s Discussion and Analysis—
for State and Local Governments: Omnibus—an amendment of GASB Statements No. 21 and 
No. 34, 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. 

 
29. Components of net position (net investment in capital assets, restricted, and unrestricted) and 

classifications of fund balance (nonspendable, restricted, committed, assigned, and unassigned) 
are properly classified and, if applicable, approved. 
 

30. 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. 

 
31. Revenues are appropriately classified in the statement of activities within program revenues, 

general revenues, contributions to term or permanent endowments, or contributions to permanent 
fund principal. 
 

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

 
33. We have appropriately disclosed the entity’s policy regarding whether to first apply restricted or 

unrestricted resources when an expense is incurred for purposes for which both restricted and 
unrestricted net position/fund balance is available and have determined that net position is properly 
recognized under the policy. 
 

34. We have appropriately disclosed that the entity is following either its established accounting policy 
regarding which governmental fund 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 or is following paragraph 18 of GASB Statement No. 54 to determine the 
fund balance classifications for financial reporting purposes and have determined that fund balance 
is properly recognized under the policy. 
 

35. With regard to pension and other postemployment benefit (OPEB) activities: 
 

a. We believe that the actuarial assumptions and methods used to measure net pension asset 
and total OPEB liability and costs for financial accounting purposes are appropriate in the 
circumstances. 
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b. We have provided you with the entity’s most current pension and OPEB plan instrument 
for the audit period, including all plan amendments. 

 
c. The participant data provided to you related to pension and OPEB plans are true copies of 

the data submitted or electronically transmitted to the plan’s actuary.  
 

d. The participant data that we provided the plan’s actuary for the purposes of determining 
the actuarial present value of accumulated plan benefits and other actuarially determined 
amounts in the financial statements were complete. 
 

36. We have identified and evaluated all potential tax abatements. We believe there are no material 
tax abatements other than those that have been disclosed in the notes to the financial statements.  

 
37. The entity's ability to continue as a going concern was evaluated and that appropriate disclosures 

are made in the financial statements as necessary under GASB requirements. 
 

38. As an entity subject to Government Auditing Standards: 
 

a. We acknowledge that we are responsible for compliance with applicable laws, regulations, 
and provisions of contracts and grant agreements. 

 
b. We have identified and disclosed to you all laws, regulations, and provisions of contracts 

and grant agreements that have a direct and material effect on the determination of 
amounts in our financial statements or other financial data significant to the audit 
objectives. 

 
c. We have identified and disclosed to you any violations or possible violations of laws, 

regulations, and provisions of contracts and grant agreements, tax or debt limits, and any 
related debt covenants whose effects should be considered for recognition and/or 
disclosure in the financial statements or for your reporting on noncompliance. 

 
d. We have taken or will take timely and appropriate steps to remedy any fraud, abuse, illegal 

acts, or violations of provisions of contracts or grant agreements that you or other auditors 
report. 

 
e. We have a process to track the status of audit findings and recommendations. 

 
f. We have identified to you any previous financial audits, attestation engagements, 

performance audits, or other studies related to the objectives of your audit and the 
corrective actions taken to address any significant findings and recommendations made in 
such audits, attestation engagements, or other studies. 

 
39. With regard to federal awards programs: 

 
a. We have identified in the schedule of expenditures of federal awards all assistance 

provided (either directly or passed through other entities) by federal agencies in the form 
of grants, contracts, loans, loan guarantees, property, cooperative agreements, interest 
subsidies, commodities, insurance, direct appropriations, or in any other form. 
 

b. 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 to 
noncompliance at the service organizations. 
 

c. We have reconciled the schedule of expenditures of federal awards (SEFA) to the financial 
statements. 
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d. Federal awards-related revenues and expenditures are fairly presented, both in form and 
content, in accordance with the applicable criteria in the entity’s financial statements. 
 

e. We have evaluated all recipient organizations that received federal funding and have 
determined the Town does not have any subrecipients.  
 

f. We have identified the types of compliance requirements described in the U.S. Office of 
Management and Budget (OMB) Compliance Supplement regarding activities allowed or 
unallowed; allowable costs/cost principles; cash management; eligibility; equipment and 
real property management; matching, level of effort, earmarking; period of performance of 
federal funds; procurement and suspension and debarment; program income; reporting; 
subrecipient monitoring; and special tests and provisions that are applicable to each of our 
federal awards programs.  We have identified to you our interpretation of any applicable 
compliance requirements subject to varying interpretations. 
 

g. We are responsible for complying, and have complied, with the requirements of Uniform 
Guidance. 
 

h. We are responsible to understand and comply with the requirements of federal statutes, 
regulations, and the terms and conditions of federal awards related to each of our federal 
awards programs and have disclosed to you any and all instances of noncompliance with 
those requirements occurring during the period of your audit or subsequent thereto to the 
date of this letter of which we are aware.  Except for any instances of noncompliance we 
have disclosed to you, we believe the entity has complied with all applicable compliance 
requirements. 
 

i. We are responsible for the design, implementation, and maintenance of internal controls 
over compliance that provide reasonable assurance we have administered each of our 
federal awards programs in compliance with federal statutes, regulations, and the terms 
and conditions of the federal awards. 
 

j. We have made available to you all federal awards (including amendments, if any) and any 
other correspondence or documentation relevant to each of our federal awards programs 
and to our compliance with applicable requirements of those programs. 
 

k. The information presented in federal awards program financial reports and claims for 
advances and reimbursements is supported by the books and records from which our 
financial statements have been prepared. 
 

l. The costs charged to federal awards are in accordance with applicable cost principles. 
 

m. The reports provided to you related to federal awards programs are true copies of reports 
submitted or electronically transmitted to the federal awarding agency, the applicable 
payment system or pass-through entity in the case of a subrecipient. 

 
n. We have disclosed to you any communications from federal awarding agencies and pass-

through entities concerning possible noncompliance with the applicable compliance 
requirements for each of our federal awards programs, including any communications 
received from the end of the period of your audit through the date of this letter. 
 

o. We have identified to you any previous compliance audits, attestation engagements, and 
internal or external monitoring related to the objectives of your compliance audit, including 
findings received and corrective actions taken to address any significant findings and 
recommendations made in such audits, attestation engagements, or other monitoring. 
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p. The reporting package does not contain any protected personally identifiable information. 
 

q. 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 auditor’s report. 

 
40. The supplementary information required by the Governmental Accounting Standards Board, 

consisting of management’s discussion and analysis, pension, and other postemployment benefit 
information, has been prepared and is measured and presented in conformity with the applicable 
GASB pronouncements, and we acknowledge our responsibility for the information.  The 
information contained therein is based on all facts, decisions, and conditions currently known to us 
and is measured using the same methods and assumptions as were used in the preparation of the 
financial statements.  We believe the significant assumptions underlying the measurement and/or 
presentation of the information are reasonable and appropriate.  There has been no change from 
the preceding period in the methods of measurement and presentation. 
 

41. With regard to supplementary information: 
 

a. We acknowledge our responsibility for the presentation of the supplementary information 
in accordance with the applicable criteria. 
 

b. We believe the supplementary information is fairly presented, both in form and content, in 
accordance with the applicable criteria. 
 

c. The methods of measurement and presentation of the supplementary information are 
unchanged from those used in the prior period. 
 

d. We believe the significant assumptions or interpretations underlying the measurement 
and/or presentation of the supplementary information are reasonable and appropriate. 
 

e. If the supplementary information is not presented with the audited financial statements, we 
acknowledge we will make the audited financial statements readily available to intended 
users of the supplementary information no later than the date such information and the 
related auditor’s report are issued. 

 
42. With regard to other information that is presented in the form of our annual report: 

 
a. We confirm that the annual comprehensive financial report (ACFR) comprises the annual 

report for the Town. 
 

b. We have provided you with the final draft of the ACFR. 
 

c. We have exercised due care in the preparation of the introductory and statistical sections 
included in our ACFR and are not aware of any information contained therein that is 
inconsistent with the information contained in our basic financial statements. 
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43. In connection with the adoption of GASB Statement No. 87, Leases, (GASB 87), we represent the 
following: 
 

a. We have identified a complete population of potential leases as of the implementation date. 
 

b. We have reviewed all significant contracts to identify lease and nonlease components as 
of the earliest date of adoption.  Allocation of contract prices between lease and nonlease 
components are based upon standalone prices or other reasonable factors. 

c. Measurements of the lease assets and liabilities are based upon facts and circumstances 
that existed at the beginning of the period of implementation. 
 

d. The estimates related to any options to extend or terminate the lease terms within the 
measurement of lease assets and liabilities agree to management’s plans for the leases. 
 

e. The discount rates for each lease are based upon what would be obtained by the entity for 
similar loans as an incremental rate. 

 
f. The Town has classified certain leases as regulated and represent the leases meet the 

definition of a regulated lease under GASB Statement No. 87 and that all of the following 
requirements are applicable: 

 
i. Lease rates cannot exceed a reasonable amount, with reasonableness being 

subject to determination by an external regulator 
ii. Lease rates should be similar for lessees that are similarly situated 
iii. The lessor cannot deny potential lessees the right to enter into leases if facilities 

are available, provided that the lessee’s use of the facilities complies with generally 
applicable use restrictions 
 

g. We have adequate controls in place to prevent and/or detect errors in lease assets and 
liabilities on a recurring basis. 
 

h. The footnotes to the financial statements appropriately describe the adoption of GASB 87 
and include all additional disclosures required under the Statement. 

 
44. We agree with the findings of specialists in evaluating the net pension asset and total OPEB liability 

and have adequately considered the qualification of the specialists in determining the amounts and 
disclosures used in the financial statements and underlying accounting records.  We did not give 
or cause any instructions to be given to the 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 
impact on the independence or objectivity of the specialists. 

 
45. We acknowledge the current economic volatility presents difficult circumstances and challenges for 

the governmental sector.  Governmental entities are potentially facing declines in the fair values of 
investments and other assets, declines in the volume of business, constraints on liquidity, difficulty 
obtaining financing.  We understand the values of the assets and liabilities recorded in the financial 
statements could change rapidly, resulting in material future adjustments to asset values, 
allowances for accounts, etc., that could negatively impact the entity’s ability to meet debt 
covenants or maintain sufficient liquidity. 
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We acknowledge that you have no responsibility for future changes caused by the current economic 
environment and the resulting impact on the entity’s financial statements.  Further, management 
and governance are solely responsible for all aspects of managing the entity, including questioning 
the quality and valuation of investments, inventory, and other assets; reviewing allowances for 
uncollectible amounts; evaluating capital needs and liquidity plans; etc. 
 
 

   
David Gaines, City Manager 
dgaines@addisontx.gov 
 

 Steve Glickman, Chief Financial Officer 
sglickman@addisontx.gov 
 

 

 

Amanda Turner, Assistant Director of Finance 
adturner@addisontx.gov 
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