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We have substantially completed our audit of the financial statements of the Township of Ferguson, 
Pennsylvania (“the Township”) for the year ended December 31, 2022, and issued our report on September 28, 
2023. This letter presents communications required by our professional standards.

Your audit should provide you with confidence in your financial statements. The audit was performed based 
on information obtained from meetings with management, data from your systems, knowledge of your 
Township’s operating environment and our risk assessment procedures. We strive to provide you clear, 
concise communication throughout the audit process and of the final results of our audit.

Additionally, we have included information on key risk areas the Township of Ferguson should be aware of in 
your strategic planning. We are available to discuss these risks as they relate to your organization’s financial 
stability and future planning.

Executive summary 

THIS COMMUNICATION IS INTENDED SOLELY FOR THE INFORMATION AND USE OF THE BOARD OF SUPERVISORS, AND, IF APPROPRIATE, MANAGEMENT, AND IS NOT INTENDED TO BE AND 
SHOULD NOT BE USED BY ANYONE OTHER THAN THESE SPECIFIED PARTIES.
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Responsibilities



As your independent auditor, our responsibilities include:
– Planning and performing the audit to obtain reasonable assurance about whether the financial statements are free from material

misstatement. Reasonable assurance is a high level of assurance.

– Assessing the risks of material misstatement of the financial statements, whether due to fraud or error. Included in that assessment 
is a consideration of the Township’s internal control over financial reporting.

– Performing appropriate procedures based upon our risk assessment.

– Evaluating the appropriateness of the accounting policies used and the reasonableness of significant accounting estimates made by 
management.

– Forming and expressing an opinion based on our audit about whether the financial statements prepared by management, with the 
oversight of the Board of Supervisors:
– Are free from material misstatement
– Present fairly, in all material respects, and in accordance with accounting principles generally accepted in the United States of America

– Our audit of the basic financial statements does not relieve management or those charged with governance of their responsibilities.

Our responsibilities
RESPONSIBILITIES
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We are also required to communicate significant matters related to our audit that are relevant to 
the responsibilities of the Board of Supervisors, including:
– Internal control matters

– Qualitative aspects of the Township's accounting practice including policies, accounting estimates and financial statement 
disclosures

– Significant unusual transactions

– Significant difficulties encountered

– Disagreements with management

– Circumstances that affect the form and content of the auditors’ report

– Audit consultations outside the engagement team

– Corrected and uncorrected misstatements

– Other audit findings or issues

Our responsibilities
AUDIT OBJECTIVES
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AuditorManagement

Our audit does not relieve management or the Board of 
Supervisors of their responsibilitiesPrepare and fairly present the financial statements

An audit includes consideration of internal control over 
financial reporting, but not an expression of an opinion on 
those controlsEstablish and maintain effective internal control over 

financial reporting

See Appendix B for a copy of management’s 
representations

Provide us with written representations at the 
conclusion of the audit

Management’s responsibilities
AUDIT OBJECTIVES
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Audit status



There were no significant changes made to either our planned audit strategy or to the significant risks and other areas of 
emphasis identified during the performance of our risk assessment procedures.

Significant changes to the audit plan
AUDIT STATUS
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Audit approach and results



Audit focus

Based on our understanding of the Township and environment in which you operate, we focused our audit on the following key 
areas:

– Key transaction cycles

– Areas with significant estimates

– Implementation of new accounting standards

– Areas of complexity including:
– Pension accounting

Our areas of audit focus were informed by, among other things, our assessment of materiality. Materiality in the context of our 
audit was determined based on specific qualitative and quantitative factors combined with our expectations about the 
Township's current year results.

Planned scope and timing
AUDIT APPROACH AND RESULTS
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ConclusionTesting approachSignificant risk areas

Procedures identified provided 
sufficient evidence for our audit 
opinion

Incorporate unpredictability into audit 
procedures, emphasize professional 
skepticism and utilize audit team with 
industry expertise

Management override of controls

Key areas of focus and significant findings
AUDIT APPROACH AND RESULTS

12

Significant risks of material misstatement 

A significant risk is an identified and assessed risk of material misstatement that, in the auditor’s professional judgment, 
requires special audit consideration. Within our audit, we focused on the following significant risks noted below.



Testing approachOther key areas of emphasis

Confirmation of balances and detail testing of reconciliation(s)Cash and investments

Confirmation and predictive testingRevenues and receivables

Detail testing of activityExpenditures and payables

Detail testingPayroll

Review of assumptions, recalculation of amountsPension liabilities

Confirmation of activity and outstanding balancesLong-term debt

Detail testing of activityCapital assets including infrastructure

Analytical review, comparison with requirementsFinancial reporting and disclosures

Key areas of focus and significant findings
AUDIT APPROACH AND RESULTS
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Other key areas of emphasis

We also focused on other areas that did not meet the definition of a significant risk, but were determined to require specific 
awareness and a unique audit response. 



We considered the Township's internal control over financial reporting as a basis for designing our audit procedures for the purpose of 
expressing an opinion on the financial statements. We are not expressing an opinion on the effectiveness of the Township'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 material weaknesses or significant deficiencies and, therefore, material weaknesses or 
significant deficiencies may exist that were not identified.

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 and correct misstatements on a timely basis.

A material weakness is a deficiency or 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 did 
not identify any deficiencies in internal control that we consider to be material weaknesses.

Internal control matters
AUDIT APPROACH AND RESULTS
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Internal control matters
AUDIT APPROACH AND RESULTS
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A significant 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. We identified the following deficiency as significant

deficiency:

- Continuing disclosure compliance – the Township’s continuing disclosure requirement is due to be filed by October 1 of each year 
for the fiscal year ended the previous December 31. The Township made its December 31, 2022 continuing disclosure filing on October 
12, 2022.



Internal control matters
AUDIT APPROACH AND RESULTS
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Other comments and recommendations

- Expand the existing chart of accounts related to the stormwater fund where accounts are needed to be classified under utility
accounts to separate receipts and disbursements for the same purpose to prevent activity from inadvertently being understated

- Review of all accounts year to year in order to avoid a material adjustment that should have been posted 

- Pcard and credit card best practices to be reviewed



Qualitative aspect of accounting practices

Accounting policies: Management is responsible for the selection and use of appropriate accounting policies. In accordance 
with the terms of our engagement letter, we have advised management about the appropriateness of accounting policies and 
their application. 

– The significant accounting policies used by the Township are described in Note 1 to the financial statements.

– The Township adopted GASB Statement No. 87, Leases, effective January 1, 2022. The standard was implemented in current year, 
which resulted in the recognition of a lease receivable and deferred inflow of resources at January 1, 2022.

Accounting estimates: Accounting estimates, including fair value 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, the degree of subjectivity involved in their development and because of the possibility 
that future events affecting them may differ significantly from those expected.

Required communications
AUDIT APPROACH AND RESULTS
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Baker Tilly’s conclusions regarding 
reasonablenessManagement’s process to determineEstimate

Reasonable in relation to the financial 
statements as a whole

Evaluation of hours earned and accumulated in accordance 
with employment policies and average wage per hour rates

Accrued compensated absences

Reasonable in relation to the financial 
statements as a whole

Evaluation of information provided by the Pennsylvania 
Retirement System, including the assumptions utilized 

Net pension liability and related 
deferrals

Reasonable in relation to the financial 
statements as a whole

Estimation of probability of collections based on historical dataTaxes Receivable within the 
General Fund and the related 
allowance for doubtful collections 
on taxes

Reasonable in relation to the financial 
statements as a whole

Evaluate estimated useful life of the asset and original 
acquisition value

Depreciation

Required communications
The following estimates are of most significance to the financial statements:

AUDIT APPROACH AND RESULTS
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There have been no significant changes made by management to either the processes used to develop the particularly 
sensitive accounting estimates or to the significant assumptions used to develop the estimates noted above.

Financial statement disclosures: The disclosures in the basic financial statements are neutral, consistent and clear.



Significant unusual transactions

There have been no significant transactions that are outside the normal course of business for the Township or that otherwise
appear to be unusual due to their timing, size or nature. 

Significant difficulties encountered during the audit

We encountered no significant difficulties in dealing with management and completing our audit. 

Disagreements with management

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 basic financial statements or 
the auditors' report. We are pleased to report that no such disagreements arose during the course of our audit.

Required communications
AUDIT APPROACH AND RESULTS
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Audit report 

There have been no departures from the auditors’ standard report. 

Audit consultations outside the engagement team

We encountered no difficult or contentious matters for which we consulted outside of the engagement team.

Other audit findings or issues

We encountered no other audit findings or issues that require communication at this time.

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 Township's auditors. However, these discussions occurred in the normal 
course of our professional relationship and our responses were not a condition to our retention.

Required communications
AUDIT APPROACH AND RESULTS
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Other information in documents containing audited financial statements

The Township’s audited financial statements will be included in the Annual Comprehensive Financial Report (ACFR). Our 
responsibility for this information does not extend beyond the financial information identified in the audit report, and we are not 
required to perform any procedures to corroborate such other information. We have read the ACFR to determine whether a 
material inconsistency exists between the other financial information and the financial statements. Nothing came to our 
attention that caused us to believe that such information, or its manner of presentation, was materially inconsistent with the 
information, or manner of its presentation, in the basic financial statements.

Required communications
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AUDIT APPROACH AND RESULTS



Uncorrected misstatements and corrected misstatements

Professional standards require us to accumulate misstatements identified during the audit, other than those that are clearly 
trivial and to communicate accumulated misstatements to management. Management is in agreement with the 
misstatements we have identified, and they have been corrected in the Township’s financial statements. The schedule within 
the Appendix summarizes the corrected misstatements, other than those that are clearly trivial, that, in our judgment, may not 
have been detected except through our auditing procedures. In our judgment, the internal control matters letter within the 
Appendix C describes the effects on the financial reporting process indicated by the corrected misstatements, other than those 
that we consider to be of a lesser magnitude than significant deficiencies and material weaknesses.

.

Required communications
AUDIT APPROACH AND RESULTS
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Management’s consultations with other accountants

In some cases, management may decide to consult with other accountants about auditing and accounting matters. 
Management informed us that, and to our knowledge, there were no consultations with other accountants regarding auditing 
or accounting matters.

Written communications between management and Baker Tilly

The Appendix includes copies of material written communications with management, including a copy of the management 
representation letter.

Compliance with laws and regulations

We did not identify any non-compliance with laws and regulations during our audit. 

Fraud

We did not identify any known or suspected fraud during our audit.

Required communications
AUDIT APPROACH AND RESULTS
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Going concern

Pursuant to professional standards, we are required to communicate to you, when applicable, certain matters relating to our 
evaluation of the Township's ability to continue as a going concern for a reasonable period of time but no less than 12 months 
from the date the financial statements are issued or available to be issued, including the effects on the financial statements 
and the adequacy of the related disclosures, and the effects on the auditor's report. No such matters or conditions have come
to our attention during our engagement. 

Independence

We are not aware of any relationships between Baker Tilly and the Township that, in our professional judgment, may 
reasonably be thought to bear on our independence.

Related parties

We did not have any significant findings or issues arise during the audit in connection with the Township’s related parties. 

Required communications
AUDIT APPROACH AND RESULTS
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Other matters

We applied certain limited procedures to the 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.

We were engaged to report on the supplementary information, which accompanies the financial statements but is not RSI. 
With respect to the supplementary information, 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.

We were not engaged to report on the other information, which accompanies the financial statements but are not RSI. We did 
not audit or perform other procedures on this other information and we do not express an opinion or provide any assurance on 
it.

Required communications
AUDIT APPROACH AND RESULTS
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The following nonattest services were provided by Baker Tilly:

- Adjusting journal entries and GASB 34 conversion entries, subject to Township review and approval
- Technical assistance with certain account reconciliations, as requested, subject to Township review and approval
- Technical assistance with preparing the financial statements, subject to Township review and approval
- Preparation of DCED CLGS-30, subject to Township review and approval

None of these nonattest services constitute an audit under generally accepted auditing standards.

Nonattest services
AUDIT APPROACH AND RESULTS
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Audit committee resources
Visit our resource page for regulatory 

updates, trending challenges and 
opportunities in your industry and other 

timely updates. 
Visit the resource page.



Financial Statement Analysis 
December 31, 2022



• No simple measure of operations such as “earnings per share”…

• Rather, we look for budgetary integrity - have the funds raised been spent in accordance with 
the law (budget)?

• Finally, General Fund balance is a common benchmark

How Do We Analyze Gov’t  Financial 
Statements?
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General Fund Budget Vs.
Actual at December 31, 2022
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 As of year end, the General Fund 
balance was $10,946,204.

 The Township recognized the 
American Rescue Plan money as 
lost revenue for police salaries of 
approximately $2.2 million.



 At December 31, 2022 the General Fund fund balance was approximately $10.9M – this 
represents 402 days of spending, deemed heathy

 This healthy fund balance will provide the Township with the ability to meet future budget 
challenges.

 Overall results:
 Actual revenues were 13.9% > budget

 Actual expenditures were 11.1% < budget, with positive variances in almost every function

 Prior to transfers, excess revenues over expenditures were $3.3M exceeding the budgeted excess 
revenues over expenditures of $3.3M

Analysis - General Fund Balance
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 As of year end, the Capital 
Reserve Fund fund balance was 
$267,800.

 The Township had ongoing street 
and road projects completed 
during 2022.  

Capital Reserve Fund 
Budget Vs. Actual 
at December 31, 2022
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Accounting changes relevant to the 
Township of Ferguson, 

Pennsylvania



Future accounting standards update
ACCOUNTING CHANGES RELEVANT TO TOWNSHIP OF FERGUSON
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Effective Date Potentially 
Impacts 
You

DescriptionGASB 
Statement 
Number

12/31/23Public-Private and Public-Public Partnerships and Availability Payment Arrangements94

12/31/23Subscription-Based Information Technology Arrangements96

12/31/23Omnibus99

12/31/23Accounting Changes and Error Corrections – An Amendment of GASB Statement No. 62100

12/31/23Compensated Absences101



Trending challenges and 
opportunities 

for organizations



Many organizations are focusing on the 
strategic restart and ramp up of their 
operations. 

With great uncertainty about what recovery will 
look like–or how long it will take–it is essential 
for your organization to understand the 
scenarios you may face and plan your path 
back to growth.

We can help you chart a way forward that will 
enhance and maximize your value, minimize 
further disruption and keep your workforce safe. 

Visit our resource center for timely, 
actionable insights.

Turning toward recovery 
and growth

TRENDING CHALLENGES AND OPPORTUNITIES
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Challenge

The COVID-19 crisis has had a significant effect on the 
nation, including recipients of federal awards resulting 
from various congressional acts. Federal funding adds 
an increased level of scrutiny and brings new challenges 
around compliance, reporting and administration. 

Finance and spending departments are operating in 
unprecedented times as they manage and administer 
these funds while also remaining economically viable, 
maintaining operations and adapting to the “new 
normal.” 

Recommendation

Learn more about compliance for federal funds obtained 
for pandemic response efforts.

Compliance with federal awards
TRENDING CHALLENGES AND OPPORTUNITIES
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Challenge

Ever aware of the need to balance the needs of diverse 
constituents against constrained revenue streams and 
conflicting priorities, public leaders strive to effectively deploy 
scarce resources while maintaining the highest levels of 
accountability and transparency.

In times of crisis, additional challenges emerge to maintain 
essential services, ensure citizen safety, protect their workforce 
and jumpstart programs to mitigate negative local economic 
impacts–all while focusing on planning for long-term effects of 
revenue shortages and the subsequent recovery. 

Developing strategic clarity, aligning resources with priorities, 
strengthening performance, optimizing processes and leveraging 
technology are imperative.

Recommendation
Learn about proactive measures to insulate your organization
from financial hardship and to optimize your organization’s 
performance.

Recession proofing measures
TRENDING CHALLENGES AND OPPORTUNITIES
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Challenge

Public sector entities in need of key workforce 
personnel, such as city or county managers and 
administrators, city or county attorneys, fire chiefs, 
police chiefs and other departmental directors, may find 
themselves in an unenviable position during a pandemic. 

Organizations need the talent, but a pandemic can 
disrupt essential business processes and cause 
apprehension about access to desirable candidates.

Hiring leaders should proactively discuss what-if 
scenarios, evaluate short-term and long-term hiring 
priorities, and plan for situations where immediate 
recruitment is imperative.

Recommendation

Learn the key considerations and actions for recruiting 
and hiring in a crisis.

Recruiting and hiring
TRENDING CHALLENGES AND OPPORTUNITIES
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Challenge

Organizations today manage ever-expanding priorities in a 
constantly evolving, disruptive risk environment. Undetected 
risks, insufficient internal controls and inefficient business 
processes may negatively impact not only the entity but also its 
workforce and the community at large.

Risk assessment and internal audit prove essential to identifying 
top risks and the appropriateness of response in order to:

– Manage risk and compliance

– Enhance governance and strategy

– Optimize operations

– Gain assurance around key functions and processes that 
contribute toward meeting organizational goals

Recommendation
Learn about the key considerations for the risk assessment 
process and internal audit planning.

Risk assessment
TRENDING CHALLENGES AND OPPORTUNITIES
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Challenge

In today’s complex economic landscape, communities 
face the daunting challenge of rebuilding their local 
economies. Restoring the momentum of economic 
expansion and investment to enhance quality of life for 
residents and produce long-term financial gain for the 
community is at the forefront of concerns. 

Whether attracting growth to maximize opportunity built 
around community strengths or accounting for the 
many unknowns caused by major disruptions, a robust 
economic development strategy is essential to recovery.

Recommendation

Learn about the advantages of creating an economic 
development strategic plan and the framework to follow.

Economic development
TRENDING CHALLENGES AND OPPORTUNITIES
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Challenge

In crisis and recovery, organizations are investing in advanced analytic solutions to help 
them not only make better decisions faster and more consistently, but also to improve 
operational efficiency and performance. Of all the business analytics available, advanced 
analytic solutions should be at the top of your priority list given the impact it can have on 
your business.

Recommendation

Learn more about data & analytics strategy and roadmaps, MDM and data process re-
engineering, AI strategy, data visualization and other digital and analytic capabilities.

Harnessing data and analytics for 
strategic insight and decision-making

TRENDING CHALLENGES AND OPPORTUNITIES



Challenge
While return-to-work scenarios are being developed, it is likely that remote workforces will 
remain a reality for many organizations in the short- to mid-term. Though many organizations 
have been able to adapt on a short-term basis, some will not be prepared for long-term 
operation on a remote and virtual basis. Organizations should increase monitoring of invasive 
cyber events, given the likely increase in hackers sending out fake emails, website links and 
ransomware attacks – and also consider:
― Adequacy of IT controls and security
― Performance of remote infrastructure supporting operations
― Improvements to remote applications for communication, collaboration and workflow
― Alternatives for data entry, work and information flow

Recommendation
Learn more about information technology and cybersecurity, including System & Organization 
Controls reporting.

Information technology and cybersecurity
TRENDING CHALLENGES AND OPPORTUNITIES
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Appendix B: Management 
representation letter



Copy will be inserted when signed by management 

APPENDIX B: MANAGEMENT REPRESENTATION LETTER
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Appendix C: Uncorrected and 
corrected misstatements



Material corrected misstatements
APPENDIX C: CORRECTED MISSTATEMENTS
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Adjusting journal entries were proposed related to the posting in 2022 investment activity for 
the Police Pension Fund and Tudek Memorial Fund.



Appendix D: Two-way 
communication regarding your 

audit



Two-way communication regarding your audit
APPENDIX D: TWO-WAY COMMUNIATION REGARDING YOUR AUDIT
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As part of our audit of your financial statements, we are providing communications to you throughout the audit 
process. Auditing requirements provide for two-way communication and are important in assisting the auditor and 
you with more information relevant to the audit.
As this past audit is concluded, we use what we have learned to begin the planning process for next year’s audit. It is 
important that you understand the following points about the scope and timing of our next audit:
a) We address the significant risks of material misstatement, whether due to fraud or error, through our detailed audit procedures.
b) We will obtain an understanding of the five components of internal control sufficient to assess the risk of material misstatement of 

the financial statements whether due to error or fraud, and to design the nature, timing and extent of further audit procedures. We 
will obtain a sufficient understanding by performing risk assessment procedures to evaluate the design of controls relevant to an 
audit of financial statements and to determine whether they have been implemented. We will use such knowledge to: 

– Identify types of potential misstatements.
– Consider factors that affect the risks of material misstatement.
– Design tests of controls, when applicable, and substantive procedures.

c) We will not express an opinion on the effectiveness of internal control over financial reporting or compliance with laws, regulations 
and provisions of contracts or grant programs.

d) The concept of materiality recognizes that some matters, either individually or in the aggregate, are important for fair presentation 
of financial statements in conformity with generally accepted accounting principles while other matters are not important. In
performing the audit, we are concerned with matters that, either individually or in the aggregate, could be material to the financial 
statements. Our responsibility is to plan and perform the audit to obtain reasonable assurance that material misstatements, 
whether caused by errors or fraud, are detected.



Two-way communication regarding 
your audit

APPENDIX D: TWO-WAY COMMUNIATION REGARDING YOUR AUDIT
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Our audit will be performed in accordance with auditing standards generally accepted in the United States of America
We are very interested in your views regarding certain matters. Those matters are listed here:
a) We typically will communicate with your top level of management unless you tell us otherwise.
b) We understand that the governing board has the responsibility to oversee the strategic direction of your 

organization, as well as the overall accountability of the entity. Management has the responsibility for achieving 
the objectives of the entity.

c) We need to know your views about your organization’s objectives and strategies, and the related business risks 
that may result in material misstatements.

d) We anticipate that the Township will receive an unmodified opinion on its financial statements.
e) Which matters do you consider warrant particular attention during the audit, and are there any areas where you 

request additional procedures to be undertaken?
f) Have you had any significant communications with regulators or grantor agencies?
g) Are there other matters that you believe are relevant to the audit of the financial statements?



Two-way communication regarding 
your audit

APPENDIX D: TWO-WAY COMMUNIATION REGARDING YOUR AUDIT
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Also, is there anything that we need to know about the attitudes, awareness and actions of the governing body concerning:
a) The entity’s internal control and its importance in the entity, including how those charged with governance oversee the 

effectiveness of internal control?
b) The detection or the possibility of fraud?
We also need to know if you have taken actions in response to developments in financial reporting, laws, accounting standards, 
governance practices, or other related matters, or in response to previous communications with us.
With regard to the timing of our audit, here is some general information. If necessary, we may do preliminary financial audit work 
during the months of December and January. Our final financial fieldwork is scheduled during February to best coincide with your
readiness and report deadlines. After fieldwork, we wrap up our financial audit procedures at our office and may issue drafts of our 
report for your review. Final copies of our report and other communications are issued after approval by your staff. This is typically 6-
12 weeks after final fieldwork, but may vary depending on a number of factors. 
Keep in mind that while this communication may assist us with planning the scope and timing of the audit, it does not change the
auditor’s sole responsibility to determine the overall audit strategy and the audit plan, including the nature, timing and extent of 
procedures necessary to obtain sufficient appropriate audit evidence.
We realize that you may have questions on what this all means, or wish to provide other feedback. We welcome the opportunity to hear 
from you.


