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To the Honorable Mayor and City Council
City of Littleton, Colorado

2255 West Berry Avenue

Littleton, Colorado 80120

Professional standards require us to communicate with you regarding matters related to the
audit, that are, in our professional judgment, significant and relevant to your responsibilities in
overseeing the financial reporting process. We presented an overview of our plan for the audit
of the financial statements of the City of Littleton, Colorado (the “City”) as of and for the year
ended December 31, 2015, including a summary of our overall objectives for the audit, and the
nature, scope, and timing of the planned audit work.

This communication is intended to elaborate on the significant findings from our audit,
including our-views on the qualitative aspects of the City’s accounting practices and policies,
management’s judgments and estimates, financial statement disclosures, and other required
matters.

We are pleased to be of service to the City and look forward to meeting with you to discuss our
audit findings, as well as other matters that may be of interest to you, and to answer any
questions you might have.

Respectfully,.

A’hlln gﬂfdl ﬂ/“'l"l"” oy

Anton Collins Mitchell LLP

Denver | Boulder | Novtlhier Colorado | Laramie

2015 Clubhouse Drive, Suite 203 -
Greeley, Colotado 80634
970.352.1700 - Fax 970.352.1708 - www.acmllp.com
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Status of Our Audit

We have completed our audit of the financial statements as of and for the year ended December 31,
2015. Our audit was conducted in accordance with auditing standards generally accepted in the United
States of America. This audit of the financial statements does not relieve management or those charged
with governance of their responsibilities.

The objective of our audit was to obtain reasonable - not absolute - assurance about whether the
financial statements are free from material misstatements.

The scope of the work performed was substantially the same as that described to you in our earlier
Audit Planning communications.

We issued an unmodified opinion on the financial statements of the City.

Our responsibility for other information in documents containing the City’s audited financial
statements (e.g., budgetary comparison schedules) does not extend beyond the financial
information identified in the audit report, and we are not required to perform procedures to
corroborate such other information. However, in accordance with professional standards, we have
read the information included by the City and considered whether such information, or the manner
of its presentation, was materially inconsistent with its presentation in the financial statements.
Our responsibility also includes calling to management’s attention any information that we believe
is a material misstatement of fact. We have not identified any material inconsistencies or
concluded there are any material misstatements of facts in the other information that management
has chosen not to correct. :

All records and information requested by Anton Collins Mitchell (“ACM”) were freely available for
our inspection.

Management’s cooperation was excellent. We received full access to all information that we
requested while performing our audit, and we acknowledge the full cooperation extended to us by
all levels of City personnel throughout the course of our work.
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Results of Our Audit

ACCOUNTING PRACTICES, POLICIES, AND ESTIMATES

The following summarizes the more significant required communications related to our audit concerning
the City’s accounting practices, policies, and estimates:

The City’s significant accounting practices and policies are those included in Note 1 to the financial
statements. These accounting practices and policies are appropriate, comply with generally accepted
accounting principles and industry practice, were consistently applied, and are adequately described
within Note 1 to the financial statements.

e During fiscal year 2015, the City implemented GASB Statement No. 68, Accounting and Financial
Reporting for Pensions—an amendment of GASB Statement No. 27. The primary objective of this
Statement is to improve accounting and financial reporting by state and local governments for
pensions. It also improves information provided by state and local governmental employers about
financial support for pensions that is provided by other entities. As a result of the implementation
of these standards, the City reported a $3,019,909 increase in beginning net position in
governmental activities and $571,354 in the business-type activities and the Emergency Medical
Transport Fund for the restatement for the change in accounting principle for fiscal year 2015. In
addition, the City reported a decrease of $790,133 in beginning net position of the business-type
activities and the Sewer Utility Fund as the joint venture implemented these standards for fiscal
year 2015.

Significant estimates are those that require management’s most difficult, subjective, or complex
judgments, often as a result of the need to make estimates about the effects of matters that are
inherently uncertain. The Company’s significant accounting estimates, including a description of
management’s processes and significant assumptions used in development of the estimates, are disclosed
in Note1 of the financial statements.

¢ Management did not make any significant changes to the processes or significant assumptions used
to develop the significant accounting estimates in 2015.

Significant accounting estimates include:

Revenue Recognition

The City’s major source of revenues consists of property taxes, sales and building use tax,
intergovernmental grants and contribution, and charges for services. The City records revenues when
earned. Property taxes are recognized as revenues in the year for which they are levied. Grants and
similar items are recognized as soon as all eligibility requirements imposed by the provider have been
met.

Accounts Receivable and Allowances

Accounts receivable represent amounts due from citizens and business for property and sales taxes,
customers for utilities and emergency medical transportation services, and other governmental entities.
The City determined approximately $694,702 of receivables for the emergency medical transportation
services was uncollectible and recorded an allowance for this amount.
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Results of Our Audit

Capital Assets

Capital assets of the City continue to be a significant area of the City’s financial statements. Therefore,
as part of the audit, we paid particular attention to the costs of newly acquired assets and depreciation
expense of these assets.

Capital Lease Obligations

The City currently has two capital lease obligations in its governmental activities, including a premium,
totaling approximately $7.1 million. In addition, the City has an assignment certificate and revenue
loan payable, including premium, in its business-type activities, totaling approximately $30.8 million.
Accordingly, we have applied certain procedures over balances, future maturities, and accrued interest
associated with the applicable leases, along with compliance with the lease agreements. It appears
that the City is properly accounting for these obtigations.

Pension Reporting

The City has a defined benefit plans administered by the Fire and Police Pension Association of
Colorado (“FPPA”). The FPPA plan is a cost-sharing, multiple-employer defined benefit plan. The City
implemented the new pension standards, referred to above, during the fiscal year ended December 31,
2015. As such, the City has reported a net pension asset for the plan in their financial statements. In
addition, changes in net pension asset were recognized as pension expense or reported as deferred
outflows/inflows of resources depending on the nature of change.

Evaluation of Going Concern
No going concern {ssues noted during our audit.

Evaluation of Estimates
Estimates were determined to be reasonable, and free of bias.

CORRECTED AND UNCORRECTED MISSTATEMENTS

There were no corrected misstatements related to accounts and/or disclosures that we brought to the
attention of management.

Please refer to the schedule of passed corrected misstatements or Adjusting Journal Entries (“PAJEs”).

QUALITY OF THE COMPANY’S FINANCIAL REPORTING
A discussion was held regarding the quality of the City’s financial reporting, which included the following:

¢ Qualitative aspects of significant accounting policies and practices
* Qur conclusions regarding significant accounting estimates

* Significant unusual transactions

* Financial statement presentation

* New accounting pronouncements

* Alternative accounting treatments
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Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, 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 financial statements, but not 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.

Our consideration of internal control was for the limited purpose described above and was not designed to
identify all deficiencies in internal control that might be significant deficiencies or material weaknesses.

We are required to communicate, in writing, to those charged with governance all material weaknesses
and significant deficiencies that have been identified in the City’s internal controls over financial
reporting. The definitions of control deficiency, significant deficiency and material weakness follow:

Category Definition

A deficiency in internal control exists when the design or operation of a
Deficiency in Internal control does not allow management or employees, in the normal course of
Control performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis.

A deficiency or combination of deficiencies in internal control that is less
Significant Deficiency severe than a material weakness, yet important enough to merit attention
by those charged with governance.

A deficiency or combination of deficiencies in internal control, such that
there is a reasonable possibility that a material misstatement of the
Company’s financial statements will not be prevented, or detected and
corrected on a timely basis.

Material Weakness

In conjunction with our audit of the financial statements, we did not identify any deficiencies in the
City’s internal controls over financial reporting that were considered to be material weaknesses.
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Other Required Communications

Following is a summary of those required items, along with specific discussion points as they pertain to
the City:

Requirement Discussion Points

Significant changes to planned There were no significant changes to the planned audit strategy or
audit strategy or significant risks significant risks initially identified and previously communicated to
initially identified those charged with governance as part of our Audit Planning

communications.

Obtain information from those There were no matters noted relevant to the audit, including, but

charged with governance not limited to: violations or possible violations of laws or

relevant to the audit regulations; risk of material misstatements, including fraud risks; or
tips or complaints regarding the City’s financial reporting that we
were made aware of as a result of our inquiry of those charged with

governance.
Consultations with other We are not aware of any consultations about accounting or auditing
accountants matters between management and other independent public

accountants. Nor are we aware of opinions obtained by management
from other independent public accountants on the application of
generally accepted accounting principles.

Disagreements with management There were no disagreements with management about matters,
whether or not satisfactorily resolved, that individually or in
aggregate could be significant to the City’s financial statements or
to our auditor’s report.

Significant difficulties There were no significant difficulties encountered during the audit.
encountered during the audit

Representations requested from  Please refer to the management representation letter.
management
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Independence Communication

Our engagement letter to you dated December 9, 2015 describes our responsibilities in accordance with
professional standards and certain regulatory authorities with regard to independence and the
performance of our services. This letter also stipulates the responsibilities of the City with respect to
independence as agreed to by the City. Please refer to that letter for further information.
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Significant Accounting and Reporting
Matters

The following are the most significant standards that have been released by the Governmental Accounting
Standards Board (“GASB”) that will impact the City in upcoming years:

Statement No. 72
Fair Value Measurement and Application

Effective Date: The requirements of this Statement are effective for financial statements for reporting
periods beginning after June 15, 2015. Earlier application is encouraged.

This Statement addresses accounting and financial reporting issues related to fair value measurements.
The definition of fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. This Statement
provides guidance for determining a fair value measurement for financial reporting purposes. This
Statement also provides guidance for applying fair value to certain investments and disclosures related to
all fair value measurements. :

Statement No. 75
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions

Effective Date: The provisions in Statement 75 are effective for fiscal years beginning after June 15,
2017. Earlier application is encouraged.

The primary objective of this Statement is to improve accounting and financial reporting by state and
local governments for postemployment benefits other than pensions (other postemployment benefits or
OPEB). It also improves information provided by state and local governmental employers about financial
support for OPEB that is provided by other entities. This Statement results from a comprehensive review
of the effectiveness of existing standards of accounting and financial reporting for all postemployment
benefits (pensions and OPEB) with regard to providing decision-useful information, supporting assessments
of accountability and interperiod equity, and creating additional transparency.

GASB Statement No. 77
Tax Abatement Disclosures

Effective Date: The requirements of this Statement are effective for reporting periods beginning after
December 15, 2015. Earlier application is encouraged.

Financial statements prepared by state and local governments in conformity with generally accepted
accounting principles provide citizens and taxpayers, legislative and oversight bodies, municipal bond
analysts, and others with information they need to evaluate the financial health of governments, make
decisions, and assess accountability. This information is intended, among other things, to assist these
users of financial statements in assessing (1) whether a government’s current-year revenues were
sufficient to pay for current-year services (known as interperiod equity), (2) whether a government
complied with finance-related legal and contractual obligations, (3) where a government’s financial
resources come from and how it uses them, and (4) a government’s financial position and economic
condition and how they have changed over time.
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Littleton, City of

Year End: December 31, 2015 Preparer |Detail Review| Director Partner PAJE
Passed Adjusting Journal Entries
Date: 1/1/2015 To 12/31/2015 KRS
6/1/2016

Number Date Name Account No Reference Annotation Debit Credit Recurrence Misstatement
PAJE1  12/31/2015 Net Pension Asset 43-171-1809 EMT-43 PENS-GOV.1* 15,878.00
PAJE 1  12/31/2015 Deferred Pension Expense 43-171-1810 EMT-43 PENS-GOV.1" ) 5,495.00
PAJE1  12/31/2015 Net Assels 43-171-4340 EMT-43 PENS-GOV.1* 17,106.00
PAJE1  12/31/2015 Fire Retirement 43-225-6190 EMT-43 PENS-GOV.1* 4,267.00

To adjust the GASB 68 allocalion

lo the EMT fund based on 2015 contributions related to the EMT fund
PAJE2  12/31/2015 Claims & Judgements 68-171-3025 PLI-68 93,694.00
PAJE 2 12/31/2015 Insurance Claims Paid 68-171-5855 PLI-68 93,694.00

To increase lhe accrual related to

the claim for actual amounls paid out in 2016.

115,067.00 115,067.00
Net Income (Loss) 4,308,783.00

8/8/2016

2:57 PM
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