MEMORANDUM TO COUNCIL

To: Mayor and City Council Members

From: Jim Sharpe, Interim Finance Director

Through: Erin Reinders, City Manager

Date: March 9, 2021

Re: FY 2020 Comprehensive Annual Financial Report

SUMMARY: The City’s financial statement audit has been completed and the results of that audit
will be shared this evening. The compliance portion of the audit will not be completed until mid to
late April 2021. No action is required.

BACKGROUND: The City is audited by an external independent accounting firm on an annual
basis. Since fiscal year 2010, the City has engaged KPMG LLP to perform these services. Their
contract with the City will expire after the completion of the fiscal year 2021 audit. The annual
financial statement audit is required by Code, while the compliance audit is a requirement as a
result of annual federally funded expenditures in excess of $750,000. This type of audit is called
a Single Audit. Historically, audit fieldwork (financial statement and compliance) has been
conducted in September or October each year with the CAFR and compliance reports issued in
mid to late December.

DISCUSSION: The City’s FY 2020 financial statement audit process began in September 2020
and was completed with the issuance of the City’s Comprehensive Annual Finance Report
(CAFR) on December 22, 2020. Due to the current pandemic, the auditors did not come to
Unalaska and all audit procedures were conducted remotely. The CAFR is included in the packet
this evening.

Additionally, due to delays in the Office of Management and Budget's release of CARES Act
compliance testing guidelines, KPMG was unable to complete all their compliance-related testing
procedures prior to the issuance of the CAFR. These guidelines were expected in mid-October;
however, KPMG did not receive that guidance until late November or early December. Given the
delay, KPMG was unable to complete all of their compliance testing at that time.

While KPMG and the City anticipated completing the compliance work in January, KPMG has
been unable to free up personnel to complete their test work. Therefore, the expectation is that
the remainder of the compliance audit work will be completed in April with the compliance related
reports issued in early to mid-May.

Tonight’s discussion will focus on the Finance Statement, and associated audit. This involves a
review the City’s financial records for the fiscal year to determine if the amounts recorded are
reasonably stated. The presentation will include background information as well as the results
and highlights for FY2020. Although not the focus, we will touch on the Compliance work as well
tonight. The audit associated with Compliance reviews the City’s administration of Federal and
State grant monies to determine if compliance requirements were met.

ATTACHMENTS: Comprehensive Annual Finance Report, Fiscal Year Ended June 30, 2020 &
CAFR PowerPoint Presentation
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CAFR

Presentation

FISCAL YEAR ENDED

JUNE 30, 2020




Agenda

* Financial Statement Audit

* Background
e FY 2020 results
 FY 2020 highlights

 Compliance Audit




Audits Required

* Financial Statements - reviews the City’s financial
records for the fiscal year to determine if the
amounts recorded are reasonably stated

 Compliance (Federal and State) - reviews the City’s
administration of Federal and State grant monies to
determine if compliance requirements were met




Financial Statement Audit -
Background

* Historically, conducted in September or October annually with
CAFR issued in Mid-December

* Due to pandemic, FY 2020 audit was conducted remotely

* CAFR issued on December 22, 2020




Financial Statement Audit —
FY 2020 results

Unmodified (“clean”) audit opinion

No financial statement findings reported




Financial Statement Audit —
FY 2020 highlights

Government - Wide

Cash and cash equivalents - $2,262,135
Temporary investments (AMLIP) - $43,968,536
Long-term investments - $111,421,032

Capital assets - $343,912,811




Financial Statement Audit —
FY 2020 highlights

Notable Capital Asset Additions

- Haystack Security Fence - $295,607
* |lulaq Lake Drainage - $1,006,493

*  Henry Swanson House Improvements - $114,500
«  Excavator (Public Works)- $261,058

«  Vactor Truck (Public Works) - $439,597

*  0Old Powerhouse Battery Replacement - $705,100
* Airport Fire Alarm Control Panel - $138,893




Financial Statement Audit —
FY 2020 highlights

Governmental Activities

» City had an excess revenue over expenditures of $10,079,610 during FY
2020, primarily as a result of:

 CARES grants funds - $3,673,196
* Increased tax collections - $686,419 increase from FY 2019
* Investment earnings (realized and unrealized gains) - $5,272,827




Financial Statement Audit —
FY 2020 highlights

Budget to Actual - General Fund

» Actual revenue exceeded budget by $6,884,385
» Actual expenditures were less than budget by $6,161,742
Overall, actual performance exceeded budget by $12,834,948




Financial Statement Audit —
FY 2020 highlights

Other governmental items

Received CARES funding of $5,477,777; spent $3,673,196
* Transferred $4,244 532 from 1% Sales Tax to other funds
Capital project expenditures of $2,008,397




Financial Statement Audit —
FY 2020 highlights

Proprietary Funds

 Restricted cash for Electric and Ports and Harbors is related to
bond debt; not available for operations

* Electric Utility only proprietary fund to generate an operating
profit




Compliance Audit — State

* State compliance work has been completed

* The CARES Act had no impact on State funded programs

« State compliance report will be issued concurrent with the
Federal compliance report




Compliance Audit — Federal

» Office of Management and Budget (OMB) publishes compliance
supplement for many federal programs

* Relied upon by auditors to determine direct and material
compliance areas and to develop audit procedures

* Typically published in May or June annually




Compliance Audit — CARES

* CARES Act enacted late March 2020

* Continued clarification through updated FAQ’s delayed issuance
of OMB’s compliance supplement for this program

* Originally scheduled to be provided in October 2020; actually
issued mid-December 2020

* Remaining audit procedures are scheduled to be completed in
April 2021
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