
Agenda Item No: 12.A

STAFF REPORT

Report To: Board of Supervisors Meeting Date: December 5, 2019

Staff Contact: Sheri Russell, Chief Financial Officer

Agenda Title: For Discussion Only:  Presentation and discussion on financial highlights of the current
year Comprehensive Annual Financial Report (CAFR) by Carson City staff and information
from Piercy, Bowler, Taylor and Kern (PBTK) relating to their audit procedures and the
results of those procedures concerning the Carson City CAFR fiscal year ended June 30,
2019.  (Sheri Russell, srussell@carson.org)

Staff Summary:  PBTK has been contracted to conduct an audit of the Carson City CAFR
for the fiscal year ended June 30, 2019. Generally accepted auditing standards require the
auditor to provide those charged with governance information about their responsibilities as
well as certain information related to the planned scope, timing and results of the audit. 

Agenda Action: Other / Presentation Time Requested: 20 minutes

Proposed  Motion
N/A

Board's Strategic Goal
Efficient Government

Previous Action
N/A

Background/Issues & Analysis
NRS 354.624 requires the City to provide for an annual audit of all of its financial statements.  In addition, the
opinion and findings of the auditor contained in the report of the audit must be presented at a meeting of the
governing body of the City held not more than 30 days after the report is submitted (Audit Report submitted
November 12, 2019).

The Carson City CAFR for the fiscal year ended June 30, 2019 has been completed by the Finance Department
and audited by the City’s independent auditors, PBTK.

Matters included in the letter to those charged with governance include: significant audit findings related to
qualitative aspects of accounting practices, difficulties encountered in performing the audit, corrected and
uncorrected misstatements, disagreements with management, management representations, management
consultations with other independent accountants, other audit findings or issues, and other matters.

Applicable Statute, Code, Policy, Rule or Regulation
NRS 354.624; Title 2 U.S. Code of Federal Regulation (CFR) Part 200; Generally Accepted Auditing Standards 1



Financial Information
Is there a fiscal impact? No

If yes, account name/number:

Is it currently budgeted?

Explanation of Fiscal Impact: N/A

Alternatives
N/A

Attachments:
A - Annual Required Communications Letter.pdf

Presentation CAFR.pdf

Board Action Taken:
Motion: _________________ 1) ________________ Aye/Nay

2) ________________ _________
_________
_________
_________
_________

_________________________________
(Vote Recorded By)
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200 South Virginia Street, Ste. 655    Reno, NV 89501    775-591-1120    pbtk.com 

Board of Supervisors 
Carson City, Nevada 
201 North Carson Street 
Carson City, Nevada 89701 
 
RE:  Required Communications 
 
Ladies and gentlemen: 
 
As part of our engagement to audit the financial statements of Carson City, Nevada (the City) as of 
June 30, 2019, and for the year then ended, we are required under applicable auditing standards to 
communicate certain matters to those charged with governance responsibilities for the City for the 
purpose of assisting them in meeting their responsibilities with regard to the financial reporting 
process.  This report contains those required communications. 
 
The matters reported herein were considered in forming our opinion on the City's financial statements 
contained in our report dated November 12, 2019, and these matters do not change that report. 
 
The purpose of this communication, among other things, is to describe the scope of our testing of 
internal control over financial reporting and compliance, and the result of that testing, and not to 
provide an opinion on the effectiveness of the City's internal control over financial reporting or on 
compliance. This communication is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the City's internal control over financial reporting and 
compliance. Accordingly, this communication is not suitable for any other purpose.  However, this 
report is a matter of public record, and its distribution is not limited. 
 

 
November 12, 2019 
 
Copies provided to: 
Nancy Paulson, City Manager 
Sheri Russell, Chief Financial Officer / Risk Manager 
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MANAGEMENT'S RESPONSIBILITY 
 
It is management's responsibility to provide those charged with governance responsibilities, prior to issuance of 
the City's annual financial statements and our report thereon, with detailed information related to the City's 1) 
initial selection of, and changes in, significant accounting policies and practices, 2) significant estimates, 3) 
significant unusual transactions, and 4) corrected and uncorrected misstatements, if any. 
 
Appended to this communication is a copy of the letter of representation, requested by us, to be executed by 
management with regard to our audit services. 
 

SIGNIFICANT AUDIT ADJUSTMENTS 
(CORRECTED MISSTATEMENTS) 

 
Our audit resulted in no significant adjustments to the City's financial statements. 
 

DIFFICULTIES OR CONTENTIOUS MATTERS ENCOUNTERED 
IN PERFORMING THE AUDIT 

 
Management cooperated fully, and no significant difficulties or contentious matters were encountered in 
completing the June 30, 2019, audit. 
 

MATTERS INVOLVING INTERNAL CONTROL 
 
We planned and performed our audit of the financial statements of the City as of June 30, 2019 and for the year 
then ended, in accordance with auditing standards generally accepted in the United States and Government 
Auditing Standards issued by the Comptroller General of the United States.  We considered the City'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 City's financial statements.  Such procedures were not performed for 
the purpose of expressing an opinion on the effectiveness of the City's internal control. Accordingly, we do not 
express an opinion on the effectiveness of the City's internal control. 
 
The principal objectives of effective internal control are to provide management with reasonable, but not 
absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that all 
transactions are executed in accordance with management's authorization and recorded properly to permit the 
preparation of financial statements in accordance with accounting principles generally accepted in the United 
States.  The concept of reasonable assurance requires that management, in fulfilling its responsibility, make 
estimates and judgments to assess the expected benefit and related costs of control procedures.  Because of 
inherent limitations in any internal control, errors or fraudulent acts, particularly when involving forgery and 
collusion, may occur and not be detected.  In addition, there is a risk that procedures may become inadequate in 
future periods because of changes in conditions and the degree of compliance with the procedures may 
deteriorate. 
 
Definitions.  A deficiency in internal control over financial reporting 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 misstatements on a timely basis.  A material weakness is a deficiency, or a combination of 
deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of the 
City's financial statements will not be prevented or detected and corrected on a timely basis.  A significant 
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deficiency is a deficiency, or a combination of deficiencies, in internal control, that is less severe than a material 
weakness yet important enough to merit attention by those with governance.  Our consideration of internal 
control would not necessarily identify all deficiencies in internal control that might be significant deficiencies or 
material weaknesses. 
 
Findings.  Our procedures did not identify any internal control deficiencies that we consider to be a material 
weakness. 
 
We have reported other matters and/or made certain recommendations in a separate letter to management, dated 
November 12, 2019, which matters we believe do not constitute significant deficiencies or other matters 
required by applicable auditing standards to be included herein. 
 

OTHER GOVERNANCE MATTERS 
 
Auditors' responsibility under applicable professional standards.  As stated in our report on the City's 
financial statements, our responsibility as independent auditors, under applicable professional standards, is to 
express an opinion, based on our audit, on the City's financial statements, which are the responsibility of the 
City's management.  Our responsibilities, as contrasted with management's, are spelled out more fully in our 
letter of engagement. 
 
Despite any limited assistance we may have provided to management in its preparation, our responsibility for 
information accompanying the City's financial statements is limited to 1) reading such information to ascertain 
that it is materially consistent with information presented in the City's financial statements 2) considering 
whether any statements contained therein may appear to be materially misstated, and 3) assuring the satisfactory 
resolution of our concerns, if any.  In this instance, we performed the required procedures, and any changes 
requested by us in this process were satisfactorily made and all questions satisfactorily resolved. 
 
In considering the matters reported herein, you should be cognizant of your responsibility for oversight of the 
financial reporting process and management's responsibilities for establishing and maintaining an effective 
internal control subject to regulatory and ownership approval, and for the City's financial statements. 
 
Fraudulent or other illegal or abusive activities.  We did not become aware of any possible fraudulent or 
other illegal or abusive activities or any significant complaints or concerns regarding the City's accounting and 
financial reporting. 
 
Significant accounting policies. The significant accounting policies employed by the City are disclosed in the 
notes to the City's financial statements and are essentially as prescribed, recommended or permitted under 
applicable authoritative literature for, or commonly used by, other entities in your industry.  The accounting 
policies have been consistently applied and are not controversial or lacking in authoritative guidance or 
consensus. 
 
Significant estimates.  The financial statements do not contain any significant management estimates, except 
for allowances for doubtful collection of receivables, depreciation methods and useful lives, pension and other 
post-employment employee benefit liabilities and related accounts, and provisions for loss contingencies.  
 
Significant unusual transactions.  Significant unusual transactions are those that occur outside the normal 
course of business or that otherwise appear to be unusual due to their timing, size, or nature.  We are not aware 
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of any significant unusual transactions. 
 
Related parties.  No significant audit issues were encountered in connection with the City's related party 
transactions, for example, nondisclosure by management or questionable authorization/purpose. 
 
Disagreements or pre-retention discussions with, and consultations with other accountants by, 
management. We are also required by professional standards to communicate any significant disagreements 
with management, consultations by management with other accountants that we become aware of, or 
discussions with us prior to our retention regarding any major issues, over the application of accounting 
principles, management's judgments about accounting estimates, disclosures to be made in the City's financial 
statements, the scope of the audit or the wording of the auditors' report, regardless of whether the matter was 
satisfactorily resolved.  No such disagreements were encountered in our audit, nor are we aware of any 
consultations with other accountants, nor were we consulted prior to retention, regarding any such matters. 
 
Licensing and independence.  This will confirm that we are duly licensed to perform this engagement.  In 
addition, in our professional judgment, we are independent of the City and, when applicable, its affiliated 
entities under all applicable rules, regulations, and interpretations, and we represent that we know of no 
relationships that a reasonably informed person might consider an impairment of our independence under such 
requirements with regard to this engagement. 
 
Management consulting services.  We have not provided the City with any management consulting services. 
 
Compliance with laws, regulations, contracts and grants.  Compliance with laws, regulations, contracts and 
grants applicable to the City is the responsibility of the City's management.  As part of obtaining reasonable 
assurance about whether the City's financial statements are free of material misstatement, we performed tests of 
the City's compliance with certain provisions of laws, regulations, contracts and grants.  However, our objective 
was not to provide an opinion on overall compliance with such provisions. 
 
In accordance with auditing standards generally accepted in the United States and the standards applicable to 
financial audits contained in Government Auditing Standards issued by the Comptroller General of the United 
States, we have issued our report dated November 12, 2019, on our consideration of the City's internal control 
over financial reporting and on our tests of the City's compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters.  The purpose of that report is to describe the scope of our 
testing of internal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on internal control over financial reporting or on compliance.  This report is an integral part 
of an audit performed in accordance with auditing standards generally accepted in the United States and the 
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller 
General of the United States and should be considered in assessing the results of our audit. 
 
In accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (the Uniform 
Guidance), auditing standards generally accepted in the United States and the standards applicable to financial 
audits contained in Government Auditing Standards issued by the Comptroller General of the United States, we 
have issued our report dated November 12, 2019, on our consideration of the City's compliance with 
requirements applicable to major programs and on internal control over compliance.  The purpose of that report 
is to describe the scope of our testing of compliance and internal control over compliance and the results of that 
testing, and to provide an opinion on the City's compliance with such requirements, but not to provide an 

8



Carson City, Nevada 
Required Communications 
Page 5 
 

 

opinion on the effectiveness of internal control over compliance.  Accordingly, we do not express an opinion on 
the effectiveness of the City's internal control over compliance.  This report is an integral part of an audit 
performed in accordance with the requirements of the Uniform Guidance, auditing standards generally accepted 
in the United States and the standards applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States and should be considered in assessing the 
results of our audit. 
 
Material instances of noncompliance are failures to follow requirements or violations of prohibitions contained 
in laws, regulations, contracts and grants, that when aggregated, in our judgment, are material to the City's 
financial statements or a major grant program.  The results of our tests of compliance and internal control over 
compliance did not disclose material instances of noncompliance or material weaknesses in internal control over 
compliance except as indicated in the above referenced reports. 
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FINANCIAL ANALYSIS

CARSON CITY, NEVADA
COMPREHENSIVE 
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JUNE 30, 2019
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DOCUMENT LAYOUT
• Independent Audit Report starts on page 9 and PBTK has given 

us an unqualified opinion.
• Page 6 – The City received the Certificate of Achievement for 

Excellence in Financial Reporting for our FY 2018 CAFR.
• Page 12 is the Managements Discussion and Analysis which is 

a much more concise summary of the document.
• Page 22 is the Government Wide Statement of Net Position. 

The Notes to the Financial Statements start on page 37 and 
explain the numbers in more detail.  

• Page 44 of the Notes to the Financial Statements states that 
the City had two budget violations:
– Grant Fund expenses Juvenile Function exceeded the budget by 

$2,613, which was due to an under‐estimation of grant proceeds 
and expenses.

– Insurance Fund expense exceeded the budget by $586,069, this 
was due to an unanticipated liability accrual for a larger legal case.

• Page 204 ‐ Schedule of Findings & Questioned Costs.
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Presentation 
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Thank You!

● Thank you for allowing PBTK to be of service

● And thank you to your staff who were very 
responsive – prior material weaknesses have been 
remediated, while working through a significant 
system implementation 

● We consider Carson City to be a very important 
client!
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What is an Audit? 
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Audit 

● Information gathering

● Concluding “The financial statements are fairly stated in all 
material respects.”

● We issue an unmodified opinion – the highest level of 
assurance

● It does not provide absolute assurance because the 
records are not tested 100%.

Carson City, Nevada 
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● Farming analogy – key information to gather

● Do the haystacks exist

● Have all the haystacks been included?

● Are the haystacks properly valued?

● Have all necessary disclosures about the haystacks been 
disclosed?

Carson City, Nevada 

“In All Material Respects”
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Carson City, Nevada 

We are less 
concerned 
with finding 
a needle at 
the bottom 
of one of 
the 
haystacks
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Audit Approach
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Carson City, Nevada 

Our Audit Approach

● Risk‐based for history of the Firm

● Our approach is marketed out to other firms

● Dissect the financial statements

● Identify significant assertion

● Identify where there are risks of material misstatement

● Design procedures to detect material misstatements 
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Carson City, Nevada 

Cash & Investments ($80.5M)
Restricted Cash & Investments ($11.9M)
Agreed all balances to Custodian 
Records

Tested book to fair value 
adjustments

Performed price testing of 
investments

Unacceptable findings

• None
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Carson City, Nevada 

Receivables ($23.5M)
Service Revenues ($55.9M) 
● Subsequent receipts testing

● Predictive analytics

● Inspection of contracts

● Control tests for service revenue and substantial analytics

● Recalculated selected billed amounts for accuracy

● Unacceptable findings
– None
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Carson City, Nevada 

Capital Assets ($593.5M)

● Opening balances substantially tested in prior years

● Tested $28.2M in current additions, including assigned 
lives

● Tested depreciation expense analytically

● Unacceptable findings
– None
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Carson City, Nevada 

Deferred Outflows ($15.4M) and
Inflows of Resources ($13.5M)
● Tested in connection with pension liabilities 
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Carson City, Nevada 

Accounts Payable and Accrued Expenses 
($12.2M); Expenditures ($128.2M)
● Search for unrecorded liabilities

● Legal representations

● Re‐calculated significant accruals

● Statistical tests general disbursements

● Analytical and control tests of payroll expenditures 

● Unacceptable findings
– None 
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Carson City, Nevada 

Bonds Payable ($219M); Interest Payable 
($1.8M); Interest Expenses ($7.0M)

● Agreed balances to amortization schedules

● Recalculated interest expense/payable

● Agreed debt payments to bank statements 

● New debt agreed to loan documents

● Unacceptable findings
– None 
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Carson City, Nevada 

Net Pension ($92.7M) and Other Post 
Employment Benefit ($72.9M) Obligations
● Agreed balances to specialist reports

● Investigated expert’s qualification/reputation

● Tested market assumptions used

● Agreed inputs in expert reports to City’s records

● Unacceptable findings
– None
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Carson City, Nevada 

Property ($30.1 M), Intergovernmental 
($31.6 M), and Other ($20.4 M) Tax 
Revenues

● Property taxes – predictive 
substantive analytics

● Intergovernmental taxes –
agreed to State Reports

● Other tax revenues – third party 
verification, control tests and/or 
analytics

● Unacceptable findings
– None
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Single Audit
Grant Testing
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Carson City, Nevada 

Two Grants Tested for OMB Compliance

● No questioned costs

● No material weaknesses or significant deficiency affecting 
grant compliance

● Findings
– The 2018 SEFA was understated by $215,000 due to expenditures 

initially considered to be non‐reimbursable, that were later 
determined to be reimbursable and included on a 2019 
reimbursement request. 
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L. Ralph Piercy 
lrpiercy@pbtk.com

Chris Farthing
christopher.farthing@pbtk.com

Q&A
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