
 

 

Baker Tilly Virchow Krause, LLP 
115 S 84th St, Ste 400 
Milwaukee, WI 53214-1475 
tel 414 777 5500 
fax 414 777 5555 
bakertilly.com 

To the Board of Supervisors 
of the County of Milwaukee, Wisconsin 
 
 
We have completed our audit of the financial statements of the County of Milwaukee, Wisconsin 
for the year ended December 31, 2010, and have issued our report thereon dated July 28, 2011.  
This letter presents communications required by our professional standards. 
 
OUR RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED IN THE UNITED STATES OF 

AMERICA, GOVERNMENT AUDITING STANDARDS, OMB CIRCULAR A-133 AND THE STATE SINGLE AUDIT 

GUIDELINES 
 
The objective of a financial statement audit is the expression of an opinion on the financial 
statements. We conducted the audit in accordance with auditing standards generally accepted in 
the United States of America, Government Auditing Standards, OMB Circular A-133 and the 
State Single Audit Guidelines. These standards require that we plan and perform our audit to 
obtain reasonable, rather than absolute, assurance about whether the financial statements 
prepared by management with your oversight are free of material misstatement, whether caused 
by error or fraud. Our audit included examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements, assessing accounting principles used and 
significant estimates made by management, and evaluating the overall financial statement 
presentation. Our audit does not relieve management or the Board of Supervisors of their 
responsibilities. 
 
Other auditors considered 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 their 
auditing procedures for the purpose of expressing their opinion on compliance and to test and 
report on internal control over compliance in accordance with OMB Circular A-133 and the State 
Single Audit Guidelines. 
 
As part of obtaining reasonable assurance about whether the County of Milwaukee’s financial 
statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts and grants, 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. Also, 
in accordance with OMB Circular A-133 and the State Single Audit Guidelines, other auditors 
examined, on a test basis, evidence about the County of Milwaukee’s compliance with the types 
of compliance requirements described in the U.S. Office of Management and Budget (OMB) 
Circular A-133 Compliance Supplement and the State Single Audit Guidelines applicable to each 
of its major federal and major state programs for the purpose of expressing an opinion on the 
County of Milwaukee’s compliance with those requirements. While their audit provides a 
reasonable basis for their opinion, it does not provide a legal determination on the County of 
Milwaukee’s compliance with those requirements. 
 
Other auditors have issued a separate document which contains the results of their audit 
procedures to comply with OMB Circular A-133 and the State Single Audit Guidelines. 
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OTHER INFORMATION IN DOCUMENTS CONTAINING AUDITED FINANCIAL STATEMENTS 
 
Our responsibility does not extend beyond the audited financial statements identified in this 
report.  We do not have any obligation to and have not performed any procedures to corroborate 
other information contained in County prepared documents, except for official statements related 
to debt offerings.  In accordance with our professional services agreement with the County of 
Milwaukee, we have been engaged to perform a post audit review of the official statements 
issued during the year related to each debt offering.  As a result of the procedures performed, 
nothing came to our attention that caused us to believe that such information, or its manner of 
presentation, is materially inconsistent with the information, or manner of its presentation, 
appearing in the financial statements. 

 
PLANNED SCOPE AND TIMING OF THE AUDIT  
 
We performed the audit according to the planned scope and timing discussed with management 
in planning the audit and previously communicated to you in our letter about planning matters 
dated December 6, 2010. 
 
QUALITATIVE ASPECTS OF THE COUNTY’S SIGNIFICANT ACCOUNTING PRACTICES 
 
  Accounting Policies 
 
Management is responsible for the selection and use of appropriate accounting policies. In 
accordance with the terms of our professional services agreement, we will advise management 
about the appropriateness of accounting policies and their application. The significant accounting 
policies used by the County of Milwaukee are described in Note 1 to the financial statements. As 
described in Note 1 to the financial statements, the County of Milwaukee changed accounting 
policies related to the accounting and reporting of intangible assets, derivative instruments and 
bankruptcies by adopting Statements of Governmental Accounting Standards (GASB Statement) 
No. 51, Accounting and Financial Reporting for Intangible Assets, GASB Statement No. 53, 
Accounting and Financial Reporting for Derivative Instruments and GASB Statement No. 58 
Accounting and Financial Reporting for Chapter 9 Bankruptcies, respectively.  Amounts reported 
as a result of implementing GASB Statement Nos. 51, 53 and 58 were not significant to the 
financial statements.   

  
Except as previously identified, we noted no transactions entered into by the County of 
Milwaukee during the year that were both significant and unusual, and of which, under 
professional standards, we are required to inform you, or transactions for which there is a lack of 
authoritative guidance or consensus. 
 

Accounting Estimates 
 
Accounting estimates are an integral part of the financial statements prepared by management 
and are based on management's knowledge and experience about past and current events and 
assumptions about future events. Certain accounting estimates are particularly sensitive 
because of their significance to the financial statements and because of the possibility that future 
events affecting them may differ significantly from those expected.  
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QUALITATIVE ASPECTS OF THE COUNTY’S SIGNIFICANT ACCOUNTING PRACTICES (continued) 
 

Accounting Estimates (continued) 
 
The most sensitive estimates affecting the financial statements were: 
 

 Management’s estimate of the allowance for doubtful accounts is based on 
historical revenues, historical loss levels and analysis of the collectivity of 
individual amounts.   

 Management’s estimate of the incurred but not reported (IBNR) health related, 
worker’s compensation and other insurance claims is based on historical 
expenses, historical claims and estimates provided by the third party claims 
administrator.   

 Management’s estimate of the unfunded claims and judgments, landfill 
postclosure costs, pollution remediation costs and compensated absences are 
based on historical expenses, historical claims, estimates provided by third 
parties and judgments made by management as to the probability of ultimate 
payment of these liabilities. 

 Management’s estimate of the Milwaukee County Retirement System’s and the 
Milwaukee Transport Services Transport Employees Pension Plan’s actuarial 
value of plan assets and the actuarial accrued liability which generates the net 
funded status of the plan, as well as impacting the annual required contribution is 
based upon several key assumptions that are set by management with the 
assistance of an independent third party actuary.  These key assumptions include 
anticipated investment rate of return, projected salary increases, mortality and 
certain cost amortization periods. 

 Management’s estimate of the Milwaukee County Other Post Employment Benefit 
Plan and the Milwaukee Transport Services Other Post Employment Benefit 
Plan’s actuarial accrued liabilities which impacts the annual required contributions 
are based upon several key assumptions that are set by management with the 
assistance of an independent third party actuary.  These key assumptions include 
anticipated investment rate of return, health care cost trends, projected salary 
increases, mortality and certain cost amortization periods.   

We have evaluated the key factors and assumptions used in developing the aforementioned 
estimates in determining that they are reasonable in relation to the financial statements taken as 
a whole. 
 

 Financial Statement Disclosures 
 
The disclosures in the financial statements are neutral, consistent, and clear. 
 
DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 
 
We encountered no significant difficulties in dealing with management in performing our audit.
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AUDIT ADJUSTMENTS 
 
Professional standards require us to accumulate all known and likely misstatements identified 
during the audit, other than those that are trivial, and communicate them to the appropriate level 
of management. 
 
A summary of uncorrected financial statement misstatements is attached.  Management has 
determined that their effects are immaterial, both individually and in the aggregate, to the 
financial statements taken as a whole. 
 
In addition, none of the misstatements detected as a result of audit procedures and corrected by 
management were material, either individually or in the aggregate, to the financial statements 
taken as a whole. 
 
DISAGREEMENTS WITH MANAGEMENT 
 
For purposes of this letter, professional standards define a disagreement with management as a 
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, 
or auditing matter that could be significant to the financial statements or the auditor’s report. We 
are pleased to report that no such disagreements arose during the course of our audit. 
 
CONSULTATIONS WITH OTHER INDEPENDENT ACCOUNTANTS 
 
In some cases, management may decide to consult with other accountants about auditing and 
accounting matters. If a consultation involves application of an accounting principle to the 
governmental unit’s financial statements or a determination of the type of auditors’ opinion that 
may be expressed on those statements, our professional standards require the consulting 
accountant to check with us to determine that the consultant has all the relevant facts. To our 
knowledge, there were no such consultations with other accountants. 
 
MANAGEMENT REPRESENTATIONS  
 
We have requested certain representations from management that are included in the 
management representation letter. This letter is attached. 
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INDEPENDENCE  
 
We are not aware of any relationships between Baker Tilly Virchow Krause, LLP and the County 
of Milwaukee that, in our professional judgment, may reasonably be thought to bear on our 
independence. 
 
Relating to our audit of the financial statements of for the year ended December 31, 2010, Baker 
Tilly Virchow Krause, LLP hereby confirms in accordance with the Code of Professional Conduct 
issued by the American Institute of Certified Public Accountants, that we are, in our professional 
judgment, independent with respect to the County of Milwaukee and provided no services to the 
County of Milwaukee other than the audit of the current year’s financial statements and nonaudit 
services related to a project for the Select Committee on Deferred Compensation which in our 
judgment does not impair our independence.  
 
OTHER AUDIT FINDINGS OR ISSUES 
 
We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as the County of Milwaukee’s 
auditors. However, these discussions occurred in the normal course of our professional 
relationship and our responses were not a condition to our retention. 
 
This information is intended solely for the use of the Board of Supervisors and management and 
is not intended to be, and should not be, used by anyone other than the specified parties. 
 
We welcome the opportunity to discuss the information included in this letter and any other 
matters. Thank you for allowing us to serve you. 

 
Milwaukee, Wisconsin 
July 28, 2011 
 



(In Thousands)

Financial Statements Effect -
Increase (Decrease) to Financial Statement Total

Excess of Revenue over Expenses
Current Year
Effect of Prior

Year Reversing Current Year
Total Total Passed Adjusting Passed Adjusting

Assets Liabilities Journal Entries Journal Entries Total

Government-wide 
Financial Statements

Governmental Activities 72$                 720$              (2,583)$                (648)$                    (3,231)$            

Business-Type Activities -                     171               -                          (171)                     (171)                

Fund Financial Statements

General Fund 72                   607               (2,565)                 (535)                     (3,100)             

Debt Service Fund -                     -                    -                          -                           -                      

Capital Projects Fund -                     300               -                          (300)                     (300)                

Airports Fund -                     171               -                          (171)                     (171)                

Transit Fund -                     -                    -                          -                           -                      

Remaining Funds (284)                (81)                (18)                      (203)                     (221)                

COUNTY OF MILWAUKEE

Summary of Passed Adjusting Journal Entries
December 31, 2010



COUNTY OF MILWAUKEE

Schedule of Unrecorded Proposed Audit Adjustments
December 31, 2010

(In Thousands)

Type/Fund/Account Description Debits Credits

Governmental Activities

General Fund
Accounts Payable 1,068$        

Expenditures 1,068$          
(To adjust for 2011 expenditures recorded as 2010 payable)

Deferred Revenue 1,827          
Revenue 1,827            

(To adjust for revenue available in 2010)

Cash and Investments 72               
Revenue 72                 

(To record variance in carrying value of deposits)

Revenue 390             
Deferred Revenue 390               

(To adjust for revenue not available until 2011)

Expenditures 3,112          
Accrued Liabilities 3,112            

(To accrue for 2010 expenditures expected to be paid in 2011)

Capital Projects Fund
Expenditures 300             

Accounts Payable 300               
(To accrue for 2010 expenditures paid in 2011)

Internal Service Fund
Expenditures 94               

Accounts Payable 94                 
(To accrue for 2010 expenditures paid in 2011)

Expenditures 109             
Compensated Absences 109               

(To adjust compensated absences amount)

Business Type Activities

Airport
Expenses 171             

Compensated Absences 171               
(To adjust compensated absences amount)

Fiduciary Funds

Agency Fund
Agency Deposits Payable 284             

Cash Deposits 284               
(To record variance in carrying value of deposits)


















