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To the Town Board
Town of Clayton
winnebago County, Wisconsin

We have audited the financial statements of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information the Town of Clayton, Winnebago County, Wisconsin (the “Town") as of
and for the year ended December 31, 2018. The Town's financial statements, including our report thereon dated May 3,
2019, are presented in a separate audit report document. Professional standards require that we provide you with the
following information related to our audit

OUR RESPONSIBILITIES UNDER U.S. GENERALLY ACCEPTED AUDITING STANDARDS AND GOVERNMENT AUDITING
STANDARDS

As stated in our engagement letter, our responsibility, as described by professional standards, is to express opinions
about whether the financial statements are fairly presented, in all material respects, in conformity with accounting
principles generally accepted in the United States of America. Our audit of the financial statements does not relieve you
or management of your responsibilities.

In planning and performing our audit, we considered the Town's internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinions on the financial statements and not to
provide assurance on the internal control over financial reporting.

As part of obtaining reasonable assurance about whether the Town'’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grants.
However, providing an opinicn on compliance with those provisions is not an objective of our audit.

PLANNED SCOPE AND TIMING OF THE AUDIT
We performed the audit according to the planned scope and timing previously communicated to you in our
correspondence about planning matters.

SIGNIFICANT AUDIT FINDINGS
Consideration of Internal Control

FINANCIAL STATEMENTS

In planning and performing our audit of the financial statements of the Town as of and for the year ended
December 31, 2018, in accordance with auditing standards generally accepted in the United States of America, we
considered the Town'’s internal control over financial reporting (internal control) as a basis for designing audit
procedures that are appropriate in the circumstances 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 Town's internal control.
Accerdingly, we do not express an opinion on the effectiveness of the Town's internal control. Our report on internal
control over financial reporting and on compliance and other matters is presented on pages 46 - 47 of the annual
report.
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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 exist 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 a combination of deficiencies in internal control,
such that there is a reasonable possibility that a material misstatement of the Town's financial statements will not be
prevented, or detected and corrected, on a timely basis. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses.

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. We consider the
following deficiency in the Town's internal control to be a significant deficiency:

Finding 2018-001 Adjustments to the Town’s Financial Records
This finding is described in detail in the schedule of findings and responses on page 48 of the annual report.

The Town's written response to the significant deficiency identified in our audit has not been subjected to the audit
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it.

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant accounting
policies used by the Town 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 2018. We noted no transactions entered into
by the Town during the year for which there is a lack of authoritative guidance or consensus. To the best of our
knowledge, all significant transactions have been recognized in the financial statements in the proper period.

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 included in the financial statements were:

> Management's estimate of the depreciable life of the capital assets is based upon analysis of the expected useful
life of the capital assets. We evaluated the key factors and assumptions and the consistency in these factors and
assumptions used to develop the depreciable life in determining that it is reasonable in relation to the financial
statements taken as a whole.

> Management's estimate of the net pension liability (asset) and related deferred outflows/inflows of resources is
based on information received from the Wisconsin Retirement System. We evaluated the key factors and
assumptions used to develop the net pension liability (asset) and related deferred outflows/inflows of resources in
determining that they are reasonable in relation to the financial statements taken as a whole.

Certain financial statement disclosures are particularly sensitive because of their significance to financial statement
users. There were no particularly sensitive financial statement disclosures.

The financial statement disclosures 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.



Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all misstatements identified during the audit, other than those that are
clearly trivial, and communicate them to the appropriate level of management. Management did not identify and we
did not notify them of any uncorrected financial statement misstatements. The following material misstatements
detected as a result of the audit procedures were corrected by management:

e Recorded $308,800 taxes receivable and deferred inflows for solid waste/recycling specials on 2018
tax roll.

* Recorded $228,367 taxes receivable and deferred inflows for stormwater specials on 2018 tax roll.

* Recorded $97,725 of stormwater capital assets that were originally recorded in expense accounts.

e Recorded $54,365 stormwater depreciation expense.

Disagreements with Management

For purposes of this letter, a disagreement with management is 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.
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 May 3, 2019. The management representation letter follows this communication.

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

Other Matters

We applied certain limited procedures to the schedules relating to pensions, 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, including whether the RSI has been measured and
presented in accordance with prescribed guidelines, whether the methods of measurement and preparation have been
changed from the prior period and the reasons for any such changes, and whether there were any significant
assumptions or interpretations underlying the measurement or presentation of the RSI. We compared 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 this 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 have issued our report thereon dated May 3, 2019.

Restriction on Use

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

Sincerely,

Wm%_ L7

CliftonLarsonAllen LLP

Green Bay, Wisconsin
May 3, 2019



Summary Financial Information

GOVERNMENTAL FUND BALANCES

Presented below is a summary of Town governmental fund balances on December 31, 2018 and 2017. Information is
provided for assessing financial results for 2018 and for indicating financial resources available for 2019 and subsequent
years.

12/31/18 12/31/17
General Fund
Nonspendable for
Prepaid items $ 2,771 S 2,100
Advance to stormw ater fund 130,743 72,074
Restricted for
Park improvements 4,434 1,545
Fire department improvements 15,943 7,797
Committed for
Cemetery expenditures 26,367 31,771
Capital equipment replacement 59,044 48,509
Sick leave and vacation payout 36,268 31,268
Assigned for subsequent year's budget - 24,500
Unassigned (99,368) 408,835
T otal General Fund Balance 176,202 628,399
Debt Service Fund
Restricted for debt service - 7,870
Unassigned (136,008) -
Total Debt Service Fund Balance (136,008) 7,870
Special Revenue Funds
Restricted for
Fire department capital expenditures 6,903 7,328
Committed for
Solid w aste and recycling expenditures 108,572 93,886
Rental fund expenditures 19,047
Unassigned (14,125) -
T otal Special Revenue Funds 101,350 120,261
Capital Projects Funds
Restricted for
Capital outlay 13,185 10,251
T otal Governmental Fund Balances s 154,729 S 766,781

The unassigned general fund balance decreased $508,203 from 2017 to 2018. The decrease was the result of capital
expenditures in excess of original budget, increases in the advance to the stormwater fund and the application of fund
balance in the 2019 budget.

The Town sold land on March 1, 2019, which increased its unassigned fund balance.



STORMWATER MANAGEMENT UTILITY - BUDGET TO ACTUAL

A budget to actual summary of the stormwater management utility's cash receipts and cash disbursements for the year
ending December 31, 2018 with comparative actual amount for the year ending December 31, 2017, is as follows:

Budget 2018 Variance 2017

Cash receipts

Stormwater management fees S 226,100 S 229,247 S 3,147 ) 169,365

Capital contributions 25,000 26,840 1,840 22,103

Total operating revenues 251,100 256,087 4987 191,468
Cash disbursements

Employee wages and benefits 85,916 86,696 (780) 68,151

Vendors and contractors 66,900 72,111 (5,211) 93,316

Capital assets 98,284 129,109 (30,825) 66,193

Total operating expenses 251,100 287916 (36,816) 227,660
Excess of cash receipts over (under)

cash disbursements S - S (31.829) _S (31.829) _S (36.192)




New Accounting Standard

ACCOUNTING AND REPORTING FOR FIDUCIARY ACTIVITIES

In January 2017, the Governmental Accounting Standards Board (GASB) issued GASB Statement No. 84, Fiduciary
Activities, which establishes criteria for identifying fiduciary activities and revises reporting requirements. The standard
is effective for fiscal years ending on or after December 31, 2019. In addition, the GASB expects to issue an
implementation guide in 2019.

Identifying Fiduciary Activities

Activities other than pension and postemployment arrangements are considered Fiduciary activities if all of the
following criteria are met:

» The government controls the assets or can direct their use.

> The activity must not be solely based on the government's own-source revenue. Own-source revenue includes
exchange transactions such as user charges, sales taxes and property taxes.

» The government does not have administrative involvement such as determining eligibility, monitoring compliance
or approval of expenditures.

» The government does not have direct financial involvement such as matching requirements or liability for
disallowed costs.

Activities meeting these criteria would be required to be reported as fiduciary funds. An exception is made for funds
held in enterprise funds which are expected to be held for three months are less. These funds can continue to be
reported in the enterprise fund. Activities not meeting these criteria would be reported as part of the governmental or
proprietary funds.

The administrative involvement criteria is likely to have the most impact on reclassification of fiduciary activities.
Policies on the expenditures of funds and approval of expenditures by an employee of the government may be
considered administrative involvement and preclude the classification as a fiduciary activity.

Financial Reporting

An activity meeting the above criteria should be reported in one of the following four fiduciary Funds:
» Pension and other employee benefit trust funds

> Investment trust funds

»  Private-purpose trust funds

>

Custodial funds

Fiduciary assets administered through a trust agreement are recorded in a pension and other employee benefit trust,
investment or private-purpose trust fund. Custodial funds are used to report all other fiduciary activities not held in a
trust or equivalent arrangement. Agency funds have been eliminated with GASB No. 84 and replaced with custodial
funds.

Fiduciary funds will present a statement of fiduciary net position, including assets, deferred outflows of resources,
liabilities, deferred inflows of resources and net position. Liabilities to beneficiaries should be recognized when an
event occurs that compels the government to disburse fiduciary resources, when a demand For the resources has been
made or when no further action, approval, or condition is required to be taken or met by the beneficiary to release the
assets. A statement of changes in fiduciary net position should present additions by source and deductions by type.



Implementation

As mentioned previously, this new standard is effective for fiscal years ending on or after December 31, 2019. However,
due to the potential reclassification of funds, the impact may need to be considered during budget preparation. We
recommend the Town begin to determine the impact of the Statement by:

1. Identifying potential fiduciary activities. Some activities to consider include:
a. Tax collection funds

b. Cemetery trust funds
2. Gathering facts regarding each activity, including the government's administrative involvement.

3. Evaluating whether each activity meets the fiduciary activity criteria and determine how it should be reported. An
appendix to the Statement includes flowcharts for the evaluation process.

These changes will affect your 2019 financial statements. This comment is for informational purposes.



APPENDIX
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May 3, 2019

CliftonLarsonAllen LLP
2200 Riverside Drive
Green Bay, WI 54305

This representation letter is provided in connection with your audit of the financial statements of the Town of Clayton,
Winnebago County, Wisconsin which comprise the respective financial position of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information as of December 31, 2018, and
the respective changes in financial position and, where applicable, cash flows for the year then ended, and the related
notes to the financial statements, for the purpose of expressing opinions on whether the financial statements are
presented fairly, in all material respects, in accordance with accounting principles generally accepted in the United
States of America (U.S. GAAP).

Certain representations in this letter are described as being limited to matters that are material. Items are considered
material, regardless of size, if they involve an omission or misstatement of accounting information that, in light of
surrounding circumstances, makes it probable that the judgment of a reasonable person relying on the information
would be changed or influenced by the omission or misstatement.

We confirm, to the best of our knowledge and belief, as of May 3, 2019 the following representations made to you
during your audit of the financial statements as of and for the year ended December 31, 2018.

Financial Statements

1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated
November 6, 2018, for the preparation and fair presentation of the financial statements in accordance with
U.S. GAAP. The financial statements include all properly classified funds and other financial information of the
primary government and all component units required by generally accepted accounting principles to be
included in the financial reporting entity.

2. We acknowledge and have fulfilled our responsibility for the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

3. We acknowledge our responsibility for the design, implementation, and maintenance of internal control to
prevent and detect fraud.

4. We have identified all accounting estimates that could be material to the financial statements, including the
key Factors and significant assumptions used in making those estimates, and we believe the estimates
(including those measured at fair value) and the significant assumptions used in making those accounting
estimates are reasonable.



May 3, 2019
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10.

11.

12.

13.

14.

15:

Related party relationships and transactions, including, but not limited to, revenues, expenditures/expenses,
loans, transfers, leasing arrangements, and guarantees, and amounts receivable from or payable to related
parties have been appropriately accounted for and disclosed in accordance with the requirements of U.S.
GAAP.

All events occurring subsequent to the date of the financial statements and for which U.S. GAAP requires
adjustment or disclosure have been adjusted or disclosed.

We have not identified or been notified of any uncorrected financial statement misstatements. In addition, you
have proposed adjusting journal entries that have been posted to the entity's accounts. We have reviewed and
approved those adjusting journal entries and understand the nature of the changes and their impact on the
financial statements. We are in agreement with those adjustments and accept responsibility For them.

The effects of all known actual or possible litigation, claims, and assessments have been accounted for and
disclosed in accordance with U.S. GAAP.

The Fact that the amount of "uncollateralized” deposits or "uninsured, unregistered securities held by the
counterparty, or by its trust department or agent but not in the entity’s name” during the period significantly
exceeded the amounts in those categories as of the financial statement date was properly disclosed in the
financial statements.

Receivables recorded in the financial statements represent valid claims against debtors for transactions arising
on or before the financial statement date and have been reduced to their estimated net realizable value.

We have no plans or intentions that may materially affect the carrying value or classification of assets,
liabilities, or equity.

Participation in a public entity risk pool has been properly reported and disclosed in the financial statements.

We believe that the actuarial assumptions and methods used to measure pension liabilities and costs for
financial accounting purposes are appropriate in the circumstances.

We are unable to determine the possibility of a3 withdrawal liability in a multiple-employer benefit plan.

We do not plan to make frequent amendments to our pension benefit plans.

Information Provided

1.

We have provided you with:

a. Access to allinformation, of which we are aware, that is relevant to the preparation and fair
presentation of the financial statements such as records, documentation, and other matters.

b. Additional information that you have requested from us For the purpose of the audit.

¢.  Unrestricted access to persons within the entity from whom you determined it necessary to obtain
audit evidence.
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10.

11.

12.

d. Complete minutes of the meetings of the governing board and related committees, or summaries of
actions of recent meetings For which minutes have not yet been prepared.

e. All communications from regulatory agencies, lenders, and other funding sources concerning
noncompliance with, or deficiencies in, financial reporting practices.

f.  Allcommunications from regulatory agencies lenders, and other funding sources concerning
noncompliance with the provisions of laws, regulations, contracts, and grant agreements.

All material transactions have been recorded in the accounting records and are reflected in the financial
statements.

We have disclosed to you the results of our assessment of the risk that the financial statements may be
materially misstated as a result of fraud.

We have no knowledge of any fraud or suspected fraud that affects the entity and involves:
a. Management;
b. Employees who have significant roles in internal control; or
¢. Others when the fraud could have a material effect on the financial statements.

We have no knowledge of any allegations of fraud, or suspected fraud, affecting the entity's financial
statements communicated by employees, former employees, regulators, or others.

We have no knowledge of any instances of noncompliance or suspected noncompliance with laws and
regulations and provisions of contracts and grant agreements, or abuse whose effects should be considered
when preparing financial statements.

We have disclosed to you all known actual or possible litigation, claims, and assessments whose effects should
be considered when preparing the financial statements.

There are no other material liabilities or gain or loss contingencies that are required to be accrued or disclosed
in accordance with U.S. GAAP.

We have disclosed to you the identity of the entity's related parties and all the related party relationships and
transactions of which we are aware.

The entity has satisfactory title to all owned assets, and there are no liens or encumbrances on such assets, nor
has any asset been pledged as collateral, except as made known to you and disclosed in the financial
statements.

We have a process to track the status of audit findings and recommendations.

We have identified to you any previous audits, attestation engagements, and other studies related to the audit
objectives and whether related recommendations have been implemented.
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13.

14.

15

16.

17.

18.

19.

20.

21.

22.

23.

24.

25:

We have provided our views on reported findings, conclusions, and recommendations, as well as our planned
corrective actions, for the report.

We are responsible For compliance with the laws, regulations, and provisions of contracts and grant
agreements applicable to the Town of Clayton, including tax or debt limits and debt contracts; and we have
identified and disclosed to you all laws, regulations, and provisions of contracts and grant agreements that we
believe have a direct and material effect on the determination of financial statement amounts or other
financial data significant to the audit objectives, including legal and contractual provisions for reporting
specific activities in separate Funds.

There are no violations or possible violations of budget ordinances, laws and regulations (including those
pertaining to adopting, approving, and amending budgets), provisions of contracts and grant agreements, tax
or debt limits, and any related debt covenants whose effects should be considered for disclosure in the
financial statements, or as a basis for recording a loss contingency, or For reporting on noncompliance.

The entity has complied with all aspects of contractual agreements that would have a material effect on the
financial statements in the event of noncompliance.

We are responsible for determining whether we have received, expended, or otherwise been the beneficiary of
any federal awards during the period of this audit. No federal award, received directly from Federal agencies or
indirectly as a subrecipient, was expended in an amount that cumulatively totals from all sources $750,000 or
more. For this representation, “award” means financial assistance and federal cost-reimbursement contracts
that non-federal entities receive directly from federal awarding agencies or indirectly from pass-through
entities. It does notinclude procurement contracts, user grants, or contracts used to buy goods or services
from vendors.

We have followed all applicable laws and regulations in adopting, approving, and amending budgets.

The financial statements include all compoenent units as well as joint ventures with an equity interest, and
properly disclose all other joint ventures, jointly governed organizations, and other related organizations.

The financial statements properly classify all funds and activities.

All funds that meet the quantitative criteria in GASB Statement Nos. 34 and 37 for presentation as major are
identified and presented as such and all other funds that are presented as major are particularly important to
financial statement users.

Components of net position (net investment in capital assets; restricted; and unrestricted) and equity amounts
are properly classified and, if applicable, approved.

Provisions for uncollectible receivables have been properly identified and recorded.

Expenses have been appropriately classified in or allocated to Functions and pregrams in the statement of
activities, and allocations have been made on a reasonable basis.

Revenues are appropriately classified in the statement of activities within program revenues or general
revenues.
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26,

27.

28.

29

30.

31.

32.

33.

Interfund, internal, and intra-entity activity and balances have been appropriately classified and reported.

Deposits and investment securities and derivative instruments are properly classified as to risk and are properly
valued and disclosed.

Capital assets, including infrastructure and intangible assets, are properly capitalized, reported, and, if
applicable, depreciated.

We have appropriately disclosed the entity’s policy regarding whether to first apply restricted or unrestricted
resources when an expense is incurred for purposes for which both restricted and unrestricted net position is
available and have determined that net position is properly recognized under the policy.

We acknowledge our responsibility For the required supplementary information (RSI). The RSl is measured and
presented within prescribed guidelines and the methods of measurement and presentation have not changed
from those used in the prior period. We have disclosed to you any significant assumptions and interpretations
underlying the measurement and presentation of the RSI.

We acknowledge our responsibility for presenting the detailed comparisons of budgeted and actual revenues
and expenditures and the combining balance sheet and statement of revenues, expenditures and changes in
fund balances for nonmajor funds (the supplementary information) in accordance with U.S. GAAP, and we
believe the supplementary information, including its form and content, is Fairly presented in accordance with
U.S. GAAP. The methods of measurement and presentation of the supplementary information have not
changed from those used in the prior period, and we have disclosed to you any significant assumptions or
interpretations underlying the measurement and presentation of the supplementary information. If the
supplementary information is not presented with the audited financial statements, we will make the audited
financial statements readily available to the intended users of the supplementary information no later than the
date we issue the supplementary information and the auditors' report thereon.

As part of your audit, you prepared the draft financial statements and related notes, and state financial report.
We have designated an individual who possesses suitable skill, knowledge, and/or experience to understand
and oversee your services; have made all management judgments and decisions; and have assumed all
management responsibilities. We have evaluated the adequacy and results of the service. We have reviewed,
approved, and accepted responsibility for those financial statements and related notes and state financial
report.

We have evaluated the adequacy and results of the depreciation services performed and accept responsibility
for the results. We acknowledge our responsibility for our depreciation schedules and have determined the
methods and rates of depreciation and the salvage values used in the calculations. We have designated an
individual who possesses suitable skill, knowledge, and/or experience to understand and oversee your
depreciation services; have made all significant management judgments and decisions; and have assumed all
management responsibilities.
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34, Inregards to the preparation of Town reports and depreciation services performed by you, we have:
a. Made all management judgments and decisions and assumed all management responsibilities.

b. Designated an individual who possesses suitable skill, knowledge, and/or experience to understand
and oversee the services.

¢. Evaluated the adequacy and results of the services performed.
d. Accepted responsibility for the results of the services.

35. We agree with the findings of specialists in evaluating the pension benefits and have adequately considered
the qualifications of the specialist in determining the amounts and disclosures used in the financial statements
and underlying accounting records, We did not give or cause any instructions to be given to specialists with
respect to the values or amounts derived in an attempt to bias their work, and we are not otherwise aware of
any matters that have had an impact on the independence or abjectivity of the specialist.

Signature: _ 7 /4 / Title: __Administrator/Clerk

Rich#d Johnstonk

/ ¢ %C—
Signature:¥) OA ( =™ h /,P { Q Title: __Treasurer/Assistant Administrator

Tori Straw



