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April 11, 2022 
 
 
 
 
City Council 
City of Sturgeon Bay 
Sturgeon Bay, WI 
 
 
Dear City Council: 
 
We have audited the financial statements of City of Sturgeon Bay (the “City”) for the year ended 
December 31, 2021, and have issued our report thereon dated April 11, 2022.  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 
 
As stated in our engagement letter dated October 1, 2021, 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.  Our audit of the financial 
statements does not relieve you or management of your responsibilities. 
 
Planned Scope and Timing of the Audit 
 
We performed the audit according to the planned scope and timing previously communicated to 
your representative, Valerie Clarizio, in our meeting about planning matters on February 22, 
2021, in addition to our engagement letter dated October 12, 2021, accepted by Josh 
VanLieshout. 
 
Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 
 

 Management is responsible for the selection and use of appropriate accounting policies.  In 
accordance with our engagement letter, we will advise management about the appropriateness 
of accounting policies and their application.  The significant accounting policies used by the City 
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. 
 
We noted no transactions entered into by the City during the year for which there is a lack of 
authoritative guidance or consensus.  There were no significant transactions that have been 
recognized in the financial statements in a different period than when the transactions occurred. 
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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 are the significant useful lives in calculating 
accumulated depreciation, the allowance for doubtful accounts receivable, the OPEB liability 
and the net pension liability. 
 
The disclosures in the financial statements are neutral, consistent, and clear.   
 
Difficulties Encountered in Performing the Audit 
 
We encountered no difficulties in dealing with management in performing and completing our 
audit. 
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements identified 
during the audit, other than those that are clearly trivial, and communicate them to the appropriate 
level of management.  Management has corrected all such misstatements.  Copies of the 
adjustments are available from management.  In addition, the schedule below summarizes 
uncorrected misstatements of the financial statements.  Management has determined that their 
effects are immaterial, both individually and in the aggregate, to the financial statements taken as 
a whole.   
 

• Accrued payroll for police employees in the amount of $77,950 was not accrued in the 
prior year due to an oversight.  The amount was recorded as an expense this year instead 
of adjusting the beginning balances as the amount was immaterial. 

 
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.  No 
such disagreements arose during the course of our audit. 
 
Management Representations 
 
We have requested certain representations from management that are included in the 
management representation letter dated April 11, 2022, a copy of which accompanies this letter. 
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Management Consultations With Other Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and 
accounting matters.  To our knowledge, management has not obtained any opinions from other 
independent accountants on the application of accounting principles generally accepted in the 
United States which would affect the City’s financial statements or on the type of opinion which 
may be rendered on the financial statements. 
 
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 City’s auditors for the 
preceding year.  However, these discussions occurred in the normal course of our professional 
relationship and our responses were not, in our judgment, a condition of our retention. 
 
Other Matters 
 
Required Supplementary Information Accompanying Audited Financial Statements 

 
We applied certain limited procedures to the management’s discussion and analysis, budgetary 
comparison schedules, the schedule of changes in the City's total OPEB liability and related 
ratios, the schedule of proportionate share of the net pension liability (asset) and contributions – 
Wisconsin Retirement System, the schedule of proportionate share of the net OPEB liability 
(asset) and contributions – LRLIF which are required supplementary information (RSI) that 
supplements the basic financial statements.  Our procedures consisted of inquiries of 
management regarding 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 did not 
audit the RSI and do not express an opinion or provide any assurance on the RSI.   
 
Supplementary Information Accompanying Audited Financial Statements 

 
With respect to the supplementary information accompanying the financial statements, 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, 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. 
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Internal Control Matters 
 
In planning and performing our audit of the financial statements of the City as of and for the year 
ended December 31, 2021, in accordance with auditing standards generally accepted in 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 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 in the preceding 
paragraph and was not designed to identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses and therefore, there can be no assurance that 
all deficiencies, significant deficiencies, or material weaknesses have been identified.  However, 
as discussed below, we identified certain deficiencies in internal control that we consider to be 
significant deficiencies. 
 
A deficiency in internal control 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 significant 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 charged with governance.  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 entity’s financial statements will not be prevented 
or detected and corrected on a timely basis.   
 
We consider the following deficiencies in internal control to be significant deficiencies: 
 
Financial Accounting and Reporting 
 
Criteria – The inability to report financial data reliably in accordance with accounting principles 
generally accepted in the United States (GAAP) is considered an internal control deficiency. 
 
Condition – The City’s internal control over financial reporting does not end at the general 
ledger, but extends to the GASB financial statements and notes.  The City does not have an 
internal control system designed to provide for the preparation of the GASB financial statements 
being audited.  As auditors, we were requested to draft the GASB financial statements and 
accompanying notes to the GASB financial statements.  This circumstance is not unusual in an 
organization of your size.  It is the responsibility of management and those charged with 
governance to make the decision whether to accept the degree of risk associated with this 
condition because of cost or other considerations.  Because the City relies on Wipfli to provide 
the necessary understanding of current accounting and disclosure principles and draft the 
GASB financial statements and accompanying notes, a significant deficiency exists in the City’s 
internal controls.  However, the Finance Director/City Treasurer does review the financial 
statements compared to their general ledger records and takes responsibility for all of the 
information presented so that the finding is not considered a material weakness.   
 
Effect – The completeness of the GASB financial statement disclosures and the accuracy of the 
GASB financial statement presentation is negatively impacted as outside auditors do not have the 
same comprehensive understanding of the City as its own management. 
 
Cause – Management and those charged with governance have accepted the degree of risk 
associated with this condition because of cost. 
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Recommendation – We recommend that management and those charged with governance 
continue to evaluate whether to accept the degree of risk associated with this condition because 
of cost or other considerations. 
 
Other Matters 
 

Pending Accounting Pronouncements  
 

GASB Statement No. 87, Leases, requires recognition of certain lease assets and liabilities for 
leases that previously were classified as operating leases and recognized as inflows of 
resources or outflows of resources based on the payment provisions of the contract.  The 
requirements of this Statement are effective for reporting periods beginning after June 15, 2021.   
 
Management has not completed its assessment of these pending standards as to the effect, if 
any, they may have on the financial statements. 
 
We appreciate the opportunity to be of service to City of Sturgeon Bay. 
 
This letter is intended solely for the information and use of management, the City Council, 
others within the City, and State of Wisconsin and is not intended to be, and should not be, used 
by anyone other than these specified parties. 
 
Sincerely, 
 
 
 
 
 
Wipfli LLP 
Enc. 












