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To the Energy and Environment Committee 
City of Seattle – City Light Department 
Seattle, WA  
 
 
In planning and performing our audit of the financial statements of The City of Seattle–City Light Department 
(the “Department”) for the year ended December 31, 2016, in accordance with auditing standards generally 
accepted in the United States of America, we considered its internal control over financial reporting (internal 
control) as a basis for designing our auditing 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 its internal control. Accordingly, we do not express an opinion on the effectiveness of its 
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. 
However, as discussed below, we identified certain deficiencies in internal control that we consider to be a 
significant deficiency. 
 
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.  
 
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 internal control to be a significant deficiency: 
 

> Implementation of the CCB Billing System 
 
The Department’s written response to the significant deficiency identified in our audit has not been subjected to 
the auditing procedures applied in the audit of the financial statements and, accordingly, we express no opinion 
on it. 
 
This communication is intended solely for the information and use of management, those charged with 
governance, and others within the organization and is not intended to be, and should not be, used by anyone 
other than these specified parties.  
 

 
Madison, Wisconsin 
April 28, 2017 
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IMPLEMENTATION OF CCB BILLING SYSTEM 
 
During the audit, we concentrated a portion of our testing on the processes and controls surrounding the 
implementation of the Customer Care and Billing (CCB) software. The billing system went live beginning 
September 2016 for all customer classes and billing cycles. Customer billings and statements have been 
generated since the go-live date and the system was fully operable through year-end. A considerable 
amount of time and effort has been spent converting to the new software and is expected to continue into 
2017. Although the department was successful with the initial implementation of the billing system, 
several key control and reporting elements were noted to be lacking with the implementation. These 
implementation issues are summarized below:  
 

> Internal control processes and procedures specific to the new billing system are not formally 
documented as of the date of this letter. Adequate process documentation was not available 
during the audit for our review. 
 

> In the absence of other risk review procedures, it was practically necessary for the department’s 
internal audit manager to be heavily involved in both the design and implementation of key 
Information Technology (IT) security controls. These security controls included the design of end 
user role privileges and associated users groups and performance of end-user access reviews on 
an ongoing basis. This level of involvement limits the reliance that can be placed on future work 
of Internal Audit.  

 
> We were unable to gain comfort with clearly defined roles of key IT personnel surrounding CCB.  

 
> Reliable reports related to revenues, customer accounts receivable, billing adjustments and billed 

consumption were not maintained in the new system or available for the audit. 
 

> The departments review and approval process surrounding the customer billing and accounts 
receivable adjustment processes was not consistently maintained or enforced during the year. 

 
The department continued to aggressively pursue remediation efforts for several of these key issues post-
implementation and during audit fieldwork; however, the identified matters above were not remediated as 
of year-end and therefore must be reported to you under Generally Accepted Auditing Standards.  The 
culmination of the identified issues above warrants the classification of a significant deficiency with 
respect to the implementation and continued use of the CCB billing system. We recommend the 
department review each of the identified issues noted above and take the necessary steps to remediate 
them in the next fiscal year. 
 

 Department Response 

We appreciate Baker Tilly’s observations and recommendations in regards to the recently implemented 
CCB billing system and agree that improvements can be made to enhance the areas noted above.  
Overall, we agree the implementation of the CCB billing system was successful and Department staff are 
determined to improve daily operations during 2017.  Following is some of the work in progress: 

1. Internal control processes and procedures specific to the new billing system are not formally 
documented as of the date of this letter. Adequate process documentation was not available 
during the audit for our review.   
 
Response:  Work on internal control documentation is in progress and is led by the 
Department’s Business Technology Solutions team.  
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IMPLEMENTATION OF CCB BILLING SYSTEM (cont.) 

 
Department Response (cont.) 

 
2. The department’s internal audit personnel was heavily involved in both the design and 

implementation of key Information Technology (IT) security controls. These security controls 
included the design of end user role privileges and associated users groups, and 
performance of end-user access reviews on an ongoing basis. 
 
Response:  Effective in late April 2017, the Department’s Business Technology Solutions 
has been assigned this responsibility. 
 

3. We were unable to gain comfort with clearly defined roles of key IT personnel surrounding 
CCB. 
 
Response:  The Department’s Business Technology Solutions team has been assigned the 
lead to administer CCB billing system related items and including definition of key IT roles.    
 

4. Reliable reports related to revenues, customer accounts receivable, billing adjustments and 
billed consumption were not maintained in the new system or available for the audit. 
 
Response:  Work has been in progress since the start of 2017 to improve reporting from the 
CCB billing system and including for specific items identified.  Work is being led by the 
Department’s Business Technology Solutions team and includes end-users from the 
Department and Seattle Public Utilities.   
 

5. The departments review and approval process surrounding the customer billing and accounts 
receivable adjustment processes was not consistently maintained or enforced during the 
year. 
 
Response:  The Customer Care Division is working on revised procedures and related 
documentation for customer billing and accounts receivable adjustments.  
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To the Energy and Environment Committee 
City of Seattle – City Light Department 
Seattle, Washington 
 
 
We have completed our audit of the financial statements of The City of Seattle–City Light Department (the 
“Department”) for the year ended December 31, 2016 and have issued our report thereon dated April 28, 2017. 
This letter presents communications required by our professional standards. 
 

OUR RESPONSIBILITY UNDER AUDITING STANDARDS GENERALLY ACCEPTED 
 IN THE UNITED STATES OF AMERICA AND GOVERNMENT AUDITING STANDARDS 
 

The objective of a financial statement audit is the expression of an opinion on the financial statements. We 
conducted the audit in accordance with auditing standards generally accepted in the United States of 
America and Government Auditing Standards. These standards require that we plan and perform our audit 
to obtain reasonable, rather than absolute, assurance about whether the financial statements prepared by 
management with your oversight are free of material misstatement, whether caused by error or fraud. Our 
audit included examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing accounting principles used and significant estimates made by management, and 
evaluating the overall financial statement presentation. Our audit does not relieve management or those 
charged with governance of their responsibilities. 
 
As part of the audit we obtained an understanding of the entity and its environment, including internal 
control, sufficient to assess the risks of material misstatement of the financial statements and to design the 
nature, timing and extent of further audit procedures. The audit was not designed to provide assurance on 
internal control or to identify deficiencies in internal control. 

 
As part of obtaining reasonable assurance about whether the financial statements are free of material 
misstatement, we performed tests of the Department’s compliance with certain provisions of laws, 
regulations, contracts, and grants. However, providing an opinion on compliance with those provisions was 
not an objective of our audit. 
 
 OTHER INFORMATION IN DOCUMENTS CONTAINING AUDITED FINANCIAL STATEMENTS  
 
Our responsibility does not extend beyond the audited financial statements identified in this report. We do 
not have any obligation to and have not performed any procedures to corroborate other information 
contained in client prepared documents, such as official statements related to debt issues. 
 
 PLANNED SCOPE AND TIMING OF THE AUDIT  
 
We performed the audit according to the planned scope and timing previously communicated to you during our 
onsite audit presentation on May 24, 2016.  



To the Energy and Environment Committee 
The City of Seattle–City Light Department 
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 QUALITATIVE ASPECTS OF THE ENTITY’S SIGNIFICANT 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 will advise management about the appropriateness of accounting policies 
and their application. The significant accounting policies used by the Department are described in Note 1 to the 
financial statements. As described in Note 1 to the financial statements, the Department has adopted the 
provisions of GASB Statement No. 72, Fair Value Measurement and Application effective January 1, 2016. We 
noted no transactions entered into by the Department during the year that were both significant and unusual, 
and of which, under professional standards, we are required to inform you, or transactions for which there is a 
lack of authoritative guidance or consensus. 
 
  Accounting Estimates 

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 were: 
 

> Other postemployment benefit (OPEB) cost, net OPEB obligation and employee benefits self-insurance 
fund 

> Net pension liability and related deferrals 

> Allowance for doubtful accounts  

> Unbilled revenues 

> The Department’s portion of the City of Seattle’s Industrial Insurance Fund and Self-Insured Liability 
losses  

> Environmental remediation liabilities  

We evaluated the key factors and assumptions used to develop the estimates in determining that they are 
reasonable in relation to the financial statements taken as a whole. 
 
  Financial Statement Disclosures 

The disclosures in the notes to the financial statements are neutral, consistent, and clear. 
 
 DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 
 
We encountered no significant difficulties in dealing with management in performing 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 trivial, and communicate them to the appropriate level of management. 
 
A summary of uncorrected financial statement misstatements follows this required communication. 
Management has determined that their effects are immaterial, both individually and in the aggregate, to the 
financial statements taken as a whole. 
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The City of Seattle–City Light Department 
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 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 auditors’ report. We are pleased to report that no such 
disagreements arose during the course of our audit. 
 
 CONSULTATIONS WITH OTHER INDEPENDENT ACCOUNTANTS 
 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters. If a consultation involves application of an accounting principle to the governmental unit’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. 
 
 MANAGEMENT REPRESENTATIONS 
 
We have requested certain representations from management that are included in the management 
representation letter. This letter follows this required communication. 
 
 INDEPENDENCE  
 
We are not aware of any relationships between Baker Tilly Virchow Krause, LLP and the Department that, in 
our professional judgment, may reasonably be thought to bear on our independence. 
 
Relating to our audit of the financial statements of the Department for the year ended December 31, 2016, 
Baker Tilly Virchow Krause, LLP hereby confirms that we are, in our professional judgment, independent with 
respect to the Department in accordance with the Code of Professional Conduct issued by the American 
Institute of Certified Public Accountants. We provided no services to the Department other than audit services 
provided in connection with the audit of the current year’s 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 Department’s auditors. However, these 
discussions occurred in the normal course of our professional relationship and our responses were not a 
condition to our retention. 
 
 OTHER MATTERS 
 
We applied certain limited procedures to the required supplementary information (RSI) that supplements 
the 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 financial statements, and other knowledge we obtained during our 
audit of the financial statements. We did not audit the RSI and do not express an opinion or provide 
any assurance on the RSI. 
 
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. 
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RESTRICTION ON USE 
 
This information is intended solely for the use of the Energy and Environment Committee and management and 
is not intended to be, and should not be, used by anyone other than these specified parties. 
 
We welcome the opportunity to discuss the information included in this letter and any other matters. We 
appreciate the courtesy and assistance extended to us by your personnel during the audit. Thank you for 
allowing us to serve you. 

 
Madison, Wisconsin 
April 28, 2017



 

 

SUMMARY OF UNCORRECTED FINANCIAL STATEMENT MISSTATEMENTS 
 
  



CITY OF SEATTLE - CITY LIGHT DEPARTMENT

SUMMARY OF PASSED ADJUSTING JOURNAL ENTRIES
December 31, 2016

2016

Financial Statements Effect -
Increase (Decrease) to Financial Statement Tota

Current Long-Term Total Current Long-Term Total Total Total Total Net
Assets Assets Assets Liabilities Liabilities Liabilities Net Position Revenues Expenses Income

Total Net Audit Differences 2,461,561$      (2,399,181)$     62,380$           (4,077,314)$     -$                     (4,077,314)$     4,139,694$      3,211,691$      305,222$         2,906,469$      
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