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COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE 
UNDER SAS NO. 114 

 
July 18, 2013 

 
 
To the Board of Commissioners 
Calhoun County 
 
We have audited the financial statements of the governmental activities, the business-type activities, the 
aggregate discretely presented component units, each major fund, and the aggregate remaining fund 
information of Calhoun County (the “County”) for the year ended December 31, 2012, and have issued 
our report thereon dated July 18, 2013. Professional standards require that we provide you with the 
following information related to our audit. 
 
Our Responsibility Under Auditing Standards Generally Accepted in the United States of America and 
OMB Circular A-133 
 
As stated in our engagement letter dated February 18, 2013, our responsibility, as described by 
professional standards, is to express opinions about whether the financial statements prepared by 
management with your oversight are fairly presented, in all material respects, in conformity with 
accounting principles generally accepted in the United States of America. Our audit of the financial 
statements does not relieve you or management of your responsibilities.  
 
In planning and performing our audit, we considered the County’s internal control over financial reporting 
in order to determine our auditing procedures for the purpose of expressing our opinions on the financial 
statements and not to provide assurance on the internal control over financial reporting. We also 
considered internal control over compliance with requirements that could have a direct and material 
effect on a major federal program in order to determine our auditing procedures for the purpose of 
expressing our opinion on compliance and to test and report on internal control over compliance in 
accordance with OMB Circular A-133. 
 
As part of obtaining reasonable assurance about whether the County’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, we examined, 
on a test basis, evidence about the County’s compliance with the types of compliance requirements 
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement 
applicable to each of its major federal programs for the purpose of expressing an opinion on the County’s 
compliance with those requirements. While our audit provides a reasonable basis for our opinion, it does 
not provide a legal determination on the County’s compliance with those requirements. 
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Other Information in Documents Containing Audited Financial Statements 
 
Our responsibility for the supplementary information accompanying the financial statements, as described 
by professional standards, is to evaluate the presentation of the supplementary information in relation to 
the financial statements as a whole and to report on whether the supplementary information is fairly 
stated, in all material respects, in relation to the financial statements as a whole. We made certain 
inquiries of management and evaluated the form, content, and methods of preparing the information to 
determine that the information complies with accounting principles generally accepted in the United 
States of America, the method of preparing it has not changed from the prior period, and the information 
is appropriate and complete in relation to our audit of the financial statements. We compared and 
reconciled the supplementary information to the underlying accounting records used to prepare the 
financial statements or to the financial statements themselves.  
 
Planned Scope and Timing of the Audit 
 
We performed the audit according to the planned scope and timing previously communicated to you in our 
engagement letter and our meeting about planning matters on April 18, 2013. The audit was delayed 
based on the circumstances noted below under the Difficulties in Performing the Audit section. 
 
Significant Results of the Audit 
 
Qualitative Aspects of Accounting Practices  
 
Management is responsible for the selection and use of appropriate accounting policies. In accordance 
with the terms of our engagement letter, we will advise management about the appropriateness of 
accounting policies and their application. The significant accounting policies used by the County are 
described in Note 1 to the financial statements. The County adopted Statement of Governmental 
Accounting Standards Board (GASB) Statements No. 63, Financial Reporting of Deferred Outflows of 
Resources, Deferred Inflows of Resources, and Net Position, and No. 65, Items Previously Reported as 
Assets and Liabilities, in the current year. The cumulative effect of this change in accounting principle as 
of the beginning of the year is reported in the Statement of Net Position.  We noted no transactions 
entered into by the County during the year for which there is a lack of authoritative guidance or 
consensus. There are no significant transactions that have been recognized in the financial statements in a 
different period than when the transaction occurred, other than the restatement described in Note 15 to 
the financial statements.  
 
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. The most sensitive estimates affecting the financial statements were: 

 
 Management’s estimate of the useful lives of depreciable capital assets is based on the length 

of time it is believed that those assets will provide some economic benefit in the future. 
 
 Management’s estimate of the accrued compensated absences is based on current hourly rates 

and policies regarding payment of sick and vacation banks.  
 

 Management’s estimate of the insurance claims incurred but not reported is based on 
information provided by the entity’s third party administrators and subsequent claims activity. 

 
 The assumptions used in the actuarial valuations of the pension and other postemployment 

benefits plans are based on historical trends and industry standards. 
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We evaluated the key factors and assumptions used to develop these estimates in determining that they 
are reasonable in relation to the financial statements taken as a whole. 
 
Difficulties Encountered in Performing the Audit 
 
We were unable to perform the audit of the Road Department component of the audit on a timely basis. 
The Road Commission was dissolved effective November 1, 2012, and due to the transition that occurred 
in the accounting and finance function after the year end, the books were not timely closed out until near 
the end of June 2013.  Accordingly, this delayed the completion of the audit.  The County is evaluating 
options to ensure that this condition does not reoccur in 2013 and beyond.  
 
Corrected and Uncorrected Misstatements 
 
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. 
Management has corrected all such misstatements. The material misstatements detected as a result of 
audit procedures and corrected by management are described in the schedule of findings and questioned 
costs within our report on Single Audit Act Compliance.  
 
Upcoming Changes in Accounting Standards 
 
Generally accepted accounting principles (GAAP) are continually changing in order to promote the 
usability and enhance the applicability of information included in external financial reporting. While it 
would not be practical to include an in-depth discussion of every upcoming change in professional 
standards, Attachment A to this letter contains a brief overview of recent pronouncements of the 
Governmental Accounting Standards Board (GASB) and their related effective dates. Management is 
responsible for reviewing these standards, determining their applicability, and implementing them in 
future accounting periods. 
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a financial 
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, 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. 
 
Management Representations  
 
We have requested certain representations from management that are included in the attached 
management representation letter dated July 18, 2013. 
 
Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves 
application of an accounting principle to the entity’s financial statements or a determination of the type 
of auditor’s 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. 
 



Page 4 
 
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 governmental unit’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 governing body and management of the Calhoun 
County and is not intended to be and should not be used by anyone other than these specified parties. 
 

Very truly yours, 
 



CALHOUN COUNTY 
 

  Attachment A – Upcoming Changes in Accounting Standards 

  For the December 31, 2012 Audit 
 

A1 
 

The following pronouncements of the Governmental Accounting Standards Board (GASB) have been 
released recently and may be applicable to the County in the near future. We encourage management to 
review the following information and determine which standard(s) may be applicable to the County. For 
the complete text of these and other GASB standards, visit www.gasb.org and click on the 
“pronouncements” tab. If you have questions regarding the applicability, timing, or implementation 
approach for any of these standards, please contact your audit team.  
 
GASB 66  2012 Technical Corrections (an Amendment to GASB 10 and GASB 62) 
Effective 12/15/2013 (your FY 2013) 
 
This standard was issued to eliminate conflicting guidance that resulted from the issuance of GASB 54 and 
GASB 62, which are both already effective. GASB 10 was amended to allow for risk financing activities to 
be accounted for in whichever fund type is most applicable (no longer limited to the general fund or an 
internal service fund). GASB 62 was amended to modify specific guidance related to (1) operating leases 
with scheduled rent increases, (2) purchase of loans at an amount other than the principal amount, and 
(3) service fees related to mortgages that are sold when the service rate varies significantly from the 
current (normal) service fees.  
 
We do not expect GASB 66 to have any significant impact on the County at this time. 
 
GASB 67  Financial Reporting for Pension Plans 
Effective 06/15/2014 (your FY 2014) 
 
This standard establishes the requirements for pension plans administered by trusts to report on their 
operations, including setting new uniform requirements for actuarial valuations of the total pension 
liability, and reporting various 10-year trend data as required supplementary information. The financial 
statements of pension plans will not change substantially as a result of GASB 67, though the additional 
note disclosures and required supplementary information will be significant. Additionally, actuarial 
valuations conducted in accordance with GASB 67 will have to match the government’s fiscal year, or be 
rolled forward to that date by the actuary. 
 
Since the County maintains its own pension trust funds, we expect GASB 67 to have a significant impact on 
the County in fiscal 2014. 
 
GASB 68  Accounting and Financial Reporting for Pensions 
Effective 06/15/2015 (your FY 2015) 
 
This standard establishes new requirements for governments to report a “net pension liability” for the 
unfunded portion of its pension plan. Governments that maintain their own pension plans (either single 
employer or agent multiple-employer) will report a liability for the difference between the total pension 
liability calculated in accordance with GASB 67 and the amount held in the pension trust fund. 
Governments that participate in a cost sharing plan will report a liability for their “proportionate share” 
of the net pension liability of the entire system. 
 
Historically, governments have only been required to report a net pension obligation to the extent that 
they have not met the annual required contribution (ARC) in any given year. Upon implementation of this 
standard, governments will be required to report a net pension liability based on the current funded status 
of their pension plans. This liability would be limited to the government-wide financial statements and 
proprietary funds. Changes in this liability from year to year will largely be reflected on the income 
statement, though certain amounts will be deferred and amortized over varying periods. 
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GASB 68 also requires more extensive note disclosures and required supplementary information, including 
10 years of historical information. The methods used to determine the discount rate (the assumed rate of 
return on plan assets held in trust) are mandated and must be disclosed, along with what the impact 
would be on the net pension liability if that rate changed by 1% in either direction. Other new disclosure 
requirements include details of the changes in the components of the net pension liability, comparisons of 
actual employer contributions to actuarially determined contributions, and ratios to put the net pension 
liability in context. For single-employer and agent multiple-employer plans, the information for these 
statements will come from the annual actuarial valuation. For cost sharing plans, this information will be 
derived from the financial reports of the plan itself, multiplied by the government’s proportionate share 
of plan. 
 
GASB 67 and 68 are only applicable to pension plans. However, the GASB has announced its intent to issue 
similar standards for other postemployment benefits (e.g., retiree healthcare) on a two year delay from 
these standards. 
 
GASB 69  Government Combinations and Disposals of Government Operations 
Effective 12/15/2014 (your FY 2014) 
  
This standard provides detailed requirements for the accounting and disclosure of various types of 
government combinations, such as mergers, acquisitions, and transfers of operations. The guidance 
available previously was limited to nongovernmental entities, and therefore did not provide practical 
examples for situations common in government-specific combinations and disposals. The accounting and 
disclosure requirements for these events vary based on whether a significant payment is made, the 
continuation or termination of services, and the legal structure of the new or continuing entity.  
  
Given the infrequent nature of these types of events, we do not expect this standard to have any impact 
on the County at this time.  

 
GASB 70  Nonexchange Financial Guarantees 
Effective 06/15/2014 (your FY 2014) 
 
This standard addresses the accounting and disclosure of situations in which one government offers a 
financial guarantee on behalf of another government, not-for-profit organization, private entity, or 
individual without directly receiving equal or approximately equal value in exchange (a nonexchange 
transaction). A government that extends a nonexchange financial guarantee will be required to recognize 
a liability when qualitative factors and/or historical data indicate that it is “more likely than not” that the 
government will be required to make a payment on the guarantee. It further requires governments to 
disclose any outstanding financial guarantees in the notes to the financial statements. 
 
We do not expect GASB 70 to have any significant impact on the County at this time.  
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