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Auditor Communications
Teller County, Colorado

Board of County Commissioners
Teller County, Colorado
Cripple Creek, Colorado

We have audited the basic financial statements of Teller County, Colorado (the County) for the year ended December 31, 2012. Our audit was
performed in accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement and presented in
accordance with accounting principles generally accepted in the United States of America. Our audit included examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. We also assessed the accounting principles used by the County
and the significant estimates made by the County’s management as well as evaluated the overall financial statement presentation.
Auditing standards require the auditor to ensure that those charged with governance receive additional information regarding the scope and
results of the audit that may assist the governing body in overseeing the financial reporting and disclosure process for which management is
responsible. The following section describes matters which are required to be reported to you.
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Auditor Communications
(Continued)
Teller County, Colorado

Our Responsibility Under U.S. Generally Accepted Auditing Standards
As stated in our engagement letter dated November 15, 2012, our responsibility, as described by professional standards, is to express opinions
about whether the financial statements prepared by management with our assistance are fairly presented, in all material respects, in conformity
with U.S. generally accepted accounting principles. Our audit of the financial statements does not relieve you or management of responsibility
for the accuracy of the financial statements.
Other Information In Documents Containing Audited Financial Statements
Our responsibility for other information in documents containing the County’s financial statements and report does not extend beyond the
financial information identified in the report. We do not have an obligation to perform any procedures to corroborate other information contained
in these documents.
Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis, budgetary
comparison information and modified approach for infrastructure be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, which considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic or historic context. We
have applied certain limited procedures to the required supplementary information in accordance with auditing procedures generally accepted in
the United States of America, which consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.
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Auditor Communications
(Continued)
Teller County, Colorado

Other Information In Documents Containing Audited Financial Statements (Continued)
The combining and individual fund statements and schedules and budgetary comparison information are presented for purposes of additional
analysis and are not a required part of the financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements. The combining and individual fund
statements and schedules listed in the table of contents, the schedules of budgeted and actual revenues and expenses, the Highway Users Tax
Fund Schedule and the schedule of expenditures of federal awards have been subjected to the auditing procedures applied by us in the audit of
the financial statements and certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our opinion, based on our audit, the
information is fairly stated in all material respects in relation to the financial statements as a whole.
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 dated
November 15, 2012.
Significant Audit Findings
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. No new accounting policies were adopted and the application of existing policies
was not changed during the year ended December 31, 2012. We noted no transactions entered into by the County during the year for which
there was 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 transactions occurred.
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Auditor Communications
(Continued)
Teller County, Colorado

Accounting estimates are an integral part of the basic 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 depreciable lives of property and equipment used to calculate depreciation is based on the
estimated useful lives of assets.
Management’s estimate of claims payable through the County’s self-insurance arrangement.
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.

The disclosures to 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 and completing our audit.
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Auditor Communications
(Continued)
Teller County, Colorado

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,
communicate them to the appropriate level of management and request their correction. There were no audit adjustments recorded to the
financial statements except for post-closing entries requested by management. We noted an uncorrected misstatement (including the current
year effect of prior periods’ uncorrected misstatements, if any) that management has determined is not material, both individually and in the
aggregate, to the financial statements taken as a whole. Refer to Appendix A for the uncorrected misstatement.
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 auditors’ report. We are pleased to
report that no such disagreements arose during the course of our audit.
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Auditor Communications
(Continued)
Teller County, Colorado

Management Representations
We have requested certain representations from management that are included in the management representation letter dated May 31, 2013.
Refer to Appendix B for a copy of the letter.
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 an entity’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.
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’s auditors. However, these discussions occurred in the normal course of our professional relationship, and our
responses were not a condition to our retention.
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Auditor Communications
(Continued)
Teller County, Colorado

This information is intended solely for the use of the Teller County Board of County Commissioners and is not intended to be, and should not be,
used by anyone other than these specified parties.

May 31, 2013
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Strengths And Accomplishments
Teller County, Colorado

Prior-Year Comments Improved Upon In The Current Year
Both the Treasurer’s Office and the Clerk’s Office conducted a review of their policies regarding vault access and security. More timely
combination changes were implemented in both offices.
Cash reconciliations performed in the Treasurer’s Office contain evidence of review.
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Proposed Single Audit Changes
Teller County, Colorado

Increased Threshold
The amount of expenditures for determining whether a Single Audit is required would increase from $500,000 to
$750,000.
Major Program Determination Threshold
Proposed guidance will increase the Type A threshold from $300,000 to $500,000.
Type B programs selected as major will change to one-quarter of the low-risk Type A programs from the current
guidance of one-half of the low-risk Type A programs, OR one high-risk Type B for each low-risk Type B.
Percentage Of Federal Dollars Tested
Proposed guidance will decrease the dollar amount tested to 40% for high-risk entities, previously 50%, and 20% for
low-risk entities, previously 25%.
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Proposed Single Audit Changes
Teller County, Colorado

Changes To The Single Audit Process
Testing of all other compliance requirements would either be optional or reduced. As part of this process, agencies
may move some existing compliance requirements to Special Tests and Provisions for specific programs. A subset of
compliance requirements would be targeted for increased testing, larger samples and/or lower levels of materiality.
This subset would likely include:
Activities allowed or unallowed and allowable costs/cost principles (may include some testing of period of
availability and matching):
‹ Cash management.
‹ Eligibility.
‹ Reporting.
‹ Subrecipient monitoring.
‹ Special tests and provisions.
Testing of the following compliance requirements would either be optional or be tested using smaller samples and
higher levels of materiality:
‹ Davis-Bacon Act.
‹ Equipment and real property management.
‹ Program income.
‹ Matching, level of effort and earmarking.
‹ Real property acquisition and relocation assistance.
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Proposed Single Audit Changes
Teller County, Colorado

Audit Follow-Up By Federal Agencies
Federal agencies would have to designate a “senior accountable agency official” to oversee the audit resolution
process. In addition, agencies would have to implement audit-risk metrics that include timeliness of report submission,
the number of audits that did not have an unqualified opinion on major programs and the number of repeat audit
findings. The federal government is also considering digitizing Single Audit reports into a searchable database to
facilitate analysis by federal agencies and pass-through entities.
Cross-Agency Coordination
The proposed rules reinforce the existing requirement for federal agencies to coordinate audits of recipient entities.
For entities that receive a majority of funds directly from the federal government and other awards from a pass-through
entity, federal agencies would follow-up on both the direct and indirect awards for internal control findings that are not
specific to the program delivery of the subawards (such as a finding relating to payroll that affects multiple programs).
This would eliminate the initial follow-up responsibility of the pass-through entity.
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Proposed Single Audit Changes
Teller County, Colorado

Proposed Cost Principles Changes
Consolidating the cost principles currently contained in OMB Circulars A-21, A-87 and A-122 into a single document
and reducing the variations in the rules for different types of entities.
Revised application of indirect cost rates through either:
A mandated flat rate that is discounted from the recipient’s already negotiated rate, or
Allowing the recipient to:
‹ Either accept a rate that is discounted from the negotiated rate,
‹ Keep a discounted rate for up to four years with minimal documentation,
‹ Or increase the rate through negotiation with full documentation.
Exploring alternatives to time-and-effort reporting requirements for salaries and wages.
Considering other changes for specific cost elements.
Likely effective date will not be until at least June 30, 2014 year-ends, since the 2013 OMB Compliance Supplement is already
in draft form. The Federal Register can be accessed at:
www.whitehouse.gov/sites/default/files/omb/fedreg/2012/2012-4521.
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