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Richard F. Dillard  C.PA.
Gerrin P DeGroot C.PA.

Certified Public Accountants

824 Pine Street

Klamath Falls, OR 97601-6039
541.884.4164

888.323.5545

Fax: 541.883.1232

July 7, 2011

Klamath County Employees' Pension Plan
305 main Street
Klamath Falls, OR 97601

Dear Commissioners,

We are pleased to confirm our understanding of the services we are to provide for
Klamath County Employees' Pension Plan for the year ended June 30, 2010. We
will audit the financial statements of the Pension Trust Fund of the Klamath
County Employees’ Pension Plan as of June 30, 2010 and for the year then ended.
Also, the document we submit to you will include the following additional
information that will be subjected to the auditing procedures applied in our audit
of the financial statements:

e Schedule of Funding Progress
e Schedule of Employer Contributions

Our audit will be made in accordance with U.S. generally accepted auditing
standards, and will include tests of the accounting records of the Klamath County
Employees’ Pension Plan and other procedures we consider necessary to evaluate

 the fair presentation of the basic financial statements, in all material respects, in

conformity with U.S. generally accepted accounting principles and for expressing
opinions on each opinion unit. If any of our opinions are other than unqualified,
we will fully discuss the reasons with you in advance. If, for any reason, we are
unable to complete the audit, we will not issue a report as a result of this
engagement.

Our procedures will include tests of documentary evidence that support the
transactions recorded in the accounts, tests of the physical existence of
inventories, and direct confirmation of cash, investments, and certain other assets
and liabilities by correspondence with customers, creditors, and finanecial
institutions. Also, we will request written representations from your attorneys as
part of the engagement, and they may bill you for responding to that inquiry. At
the conclusion of our audit, we will also request certain written representations
from you about the financial statements and related matters.

An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; therefore, our audit will involve judgment
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about the number of transactions to be examined and the areas to be tested. Our
audit is designed to provide reasonable, not absolute, assurance about whether the
financial statements are free of material misstatement, whether due to error,
fraudulent financial reporting, misappropriation of assets, or violations of laws,
governmental regulations, grant agreements, or contractual agreements. Because
of this concept of reasonable assurance and because we will not examine all
transactions, there is a risk that material misstatements may exist and not be
detected by us. Also, an audit is not designed to detect error or fraud that is

- immaterial to the financial statements. The entity’s management is responsible for

establishing and maintaining a sound system of internal control, which is the best

' means of preventing or detecting errors, fraudulent financial reporting,

misappropriation of assets, or violations of laws, governmental regulations, grant
agreements, or contractual agreements. Our responsibility as auditors is limited to
the period covered by our audit and does not extend to matters that might arise
during any later periods for which we are not engaged as auditors.

An audit includes obtaining an understanding of the entity and its environment,
including its 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. An audit is not designed to provide assurance
on internal control or to identify significant deficiencies. However, we will ensure

 that those charged with governance are aware of any significant deficiencies that

come to our attention.

We understand that you will provide us with the basic information required for
our audit and that you are responsible for the accuracy and completeness of that
information. We may advise you about appropriate accounting principles and
their application and may assist in the preparation of your financial statements,
but the responsibility for the financial statements remains with you. This
management responsibility includes (a) establishing and maintaining adequate
records and related internal control policies and procedures, (b) selecting and
applying accounting principles, (c) safeguarding assets, and (d) identifying and
ensuring that the entity complies with laws, regulations, grants, and contracts
applicable to its activities.

Management 1s responsible for making all financial records and related
information available to us. Management is also responsible for adjusting the
financial statements to correct material misstatements and for affirming to us in
the management representation letter that the effects of any uncorrected
misstatements, resulting from errors or fraud, aggregated by us during the current
engagement and pertaining to the latest period presented are immaterial, both
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individually and in the aggregate, to the financial statements taken as a whole. In
addition, management is responsible for (a) the design and implementation of
programs and controls to prevent and detect fraud, (b) for informing us about any
fraud or suspected fraud affecting the entity involving management, employees
who have significant roles in internal control, or others where the fraud could

- have a material effect on the financial statements, and (¢) for informing us about
- any allegations of fraud or suspected fraud affecting the entity received in

communications from employees, former employees, analysts, regulators, short
sellers, or others.

We understand that your employees will prepare all confirmations we request and
will locate any documents or invoices selected by us for testing.

If you intend to publish or otherwise reproduce the financial statements and make
reference to our firm, you agree to provide us with printers’ proofs or masters for
our review and approval before printing. You also agree to provide us with a copy
of the final reproduced material for our approval before it is distributed.

During the course of the engagement, we may communicate with you or with
your personnel via fax or e-mail, and you should be aware that communication in
those mediums contains a risk of misdirected or intercepted communications.

Our audit will be completed in conjunction with the audit of Klamath County.
Our fees are based on the amount of time required at various levels of

responsibility, plus actual out-of-pocket expenses. Invoices will be rendered every
two weeks and are payable upon presentation. We estimate that our fee for the

- audit will be $6,800. We will notify you immediately of any circumstances we

encounter that could significantly affect this initial fee estimate. Whenever

- possible, we will attempt to use your personnel to assist in the preparation of

schedules and analyses of accounts. This effort could substantially reduce our

- time requirements and facilitate the timely conclusion of the audit.

Further, we will be available during the year to consult with you on financial

-~ management and accounting matters of a routine nature.

During the course of the audit we may observe opportunities for economy in, or
improved controls over, your operations. We will bring such matters to the
attention of the appropriate level of management, either orally or in writing.
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We agree to retain our audit documentation or work papers for a period of at least
five years from the date of our report.

. At the conclusion of our audit engagement, we will communicate to the Klamath
County Commissioners the following significant findings from the audit:

. e OQur view about the qualitative aspects of the entity’s significant

| accounting practices;

® Signiﬁcant difficulties, if any, encountered during the audit;

» Uncorrected misstatements, other than those we believe are trivial, if any;

e Disagreements with management, if any;

e Other findings or issues, if any, arising from the audit that are, in our
professional judgment, significant and relevant to those charged with
governance regarding their oversight of the financial reporting process;

e Material, corrected misstatements that were brought to the attention of
management as a result of our audit procedures;

e Representations we requested from management;

e Management’s consultations with other accountants, if any; and

o Significant issues, if any, arising from the audit that were discussed, or the
subject of correspondence, with management.

If the foregoing is in accordance with your understanding, please indicate your
agreement by signing the duplicate copy of this letter and returning it to us. If you
have any questions, please let us know.

We appreciate the opportunity to be your financial statement auditors and look
forward to working with you and your staff.

Yours truly,

Molatore, Scroggin, Peterson & Co LLP
824 Pine Street
Klamath Falls, Oregon 97601
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| Klamath County En?;loye :

RESPONSE:
This letter correctly sets forth our understanding.

' Pension Plan

Approved by:

Title: ﬂomm/ﬁrar\w

Date: ~ . [y 2 . 20l
7 7



APPENDIX C



July 15,2011

Molatore, Scroggin, Peterson & Co LLP
824 Pine Street
Klamath Falls, Oregon 97601-6039

We are providing this letter in connection with your audit of the Statement of Net Assets Available for Pian
Benefits and Statement of Changes in Net Assets Available for Plan Benefits of Klamath County
Employees' Pension Plan as of June 30, 2010 and for the year then ended, for the purpose of expressing
opinions as to whether the basic financial statements present fairly, in all material respects, the financial
position, results of operations, and cash flows, where appticable, of the various opinion units of Klamath
County Employees’ Pension Plan in conformity with accounting principles generaily accepted in the United
States of America. We confirm that we are responsible for the fair presentation in the basic financial
statements of financial position, results of operations, and cash flows, where applicable, in conformity with
generally accepted accounting principles. We acknowledge owr responsibility for the design and
implementation of effective internal control over financial reporting, and programs and controls fo prevent
and detect fraud. We also confirm that we are responsible for the identification of and compliance with
taws, regulations, and provisions of contracts and grant agreements applicable to us.

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 the light of surroimding 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 confirim, to the best of our knowledge and belief, as of July 15, 2011, the following representations
made to you during your audit.

1. The financial statements of the various opinion units referred to above are fairly presented in
conformity with accounting principles generally accepted in the United States of America.

2. We have made available to you alk:

a. Financial records and related data.

b. Mimtes of the meetings of the elected body and other relevant committees, or summaries of
actions of recent meetings for which minutes have not yet been prepared.

3. There have been no communications from regulatory agencies concerning noncompliance with or
deficiencies in accounting, internal control, or financial reporting practices.

4, There are no material transactions that have not been properly recorded in the accounting records
underlying the financial statements.

5. We believe that the effects of any uncorrected misstatements i the financial statements are inunaterial,
boih individually and in the aggregate, to the applicable opinion units and the financial statements
taken as a whole.

6. We have no knowledge of any fraud or suspected fraud affecting the entity involving (a) management,
(b) employees who have significant roles in internal controls, or (c) others where the fraud could have
a material effect on the financial statements.

7. We have no knowledge of any allegations of fraud or suspected fraud affecting the entity received in
communications from employees, former employees, vendors, regulators, or others.

8. Klamath County Employees' Pension Plan has no plans or intentions that may matervially affect the
carrying value or classification of assets and liabilities.

9, The following have been properly recorded or disclosed in the financial statements:

a. Related-party transactions, including sales or charges for services provided, purchases, loans,
transfers, leasing arrangements, and guarantees, and amounts receivable firom or payable to related
parties.

b. Guarantees, whether written or oral, under which Klamath County Employees' Pension Plan is
contingently liable.

c. Significant estimates and material concentrations known to management that are required fo be
disclosed in accordance with the SOP 94-6, Disclosure of Certain Significant Risks and
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Uncertainties. Significant estimates are estimates at the balance sheet date that could change
materially within the next year. Concenirations refer o volumes of business, revenues, available
sources of supply, or markets or geographic areas for which events could occur that would
significantly disrupt normatl finances within the next year.

We have identified and disclosed to you the laws, regulations, and provisions of contracts and grant

agreements that could have a direct and material effect on financial statement amounts, including legal

and contractual provisions for reporting specific activities in separate funds,

There are no:

a. Violations or possible violations of laws or regulations, or provisions of contracts or grant
agreements whose effects should be considered for disclosure in the financial statements or as a
basis for recording a loss contingency, including applicable budget laws and regulations.

b. Unasserted claims or assessments that our lawyer has advised are probable of assertion and must
be disclosed in accordance with FAS-5, Accounting for Contingencies.

c. Other liabilities or gain or loss contingencies that are required fo be accrued or disclosed by FAS-
5.

Klamath County Employees' Pension Plan has satisfactory title to all owned assets, and there are no

Hens or encumbrances on such assets nor has any asset or future revenue been pledged as collateral,

except as disclosed to you.

We have complied with all aspects of grant agreements and other contractual agreements that would

have a material effect on the financial statements in the event of noncompliance.

We represent to you the following regarding the financial statements for Klamath County Employees'

Pension Plan:

a. All component units, as well as joint ventures with an equity interest, are included and other joint
ventures and related organizations are properly disclosed.

b.  All funds and activities are properly classified.

¢. Al funds that meet the quantifative criteria in GASB Statement No. 34, Basic Financial
Statements—and Management's Discussion and Analysis—jfor State and Local Governments, and
GASB Statement No. 37, Basic Financial Statements—and Management's Discussion and
Analysis—for State and Local Governments: Omnibus, for presentation as major are identified and
presented as such and all other funds that are presented as major are considered important to
financial statement users.

d. All net assets components and fund balance reserves and designations have been properly
reported.

e. All revenues within the statement of activities have been properly classified as program revenues,
general revenues, contributions to term or permanent endowments, or contributions to permanent
fund principal.

f. Al expenses have been properly classified in or allocated to functions and programs in the
statement of activities, and allocations, if any, have been made on a reasonable basis.

g.  All interfund and intra-entity transactions and balances have been properly classified and reported.

h. Speciat iterns and extraordinary items have been properly classified and reported.

i.  Deposit and investment risks have been properly and fully disclosed.

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

k. All required supplementary information is measured and presented within the preseribed
guidelines,

. With regard to investments and other instraments reported at fair value:

{1) The underlying assumptions are reasonable and they appropriately reflect management’s
intent and abitity {0 carry out its stated courses of action,

(2) The measurement methods and related assumptions used in determining fair value are
appropriate in the circumstances and have been consistently applied.

(3) The disclosures related to fair values are complete, adequate, and in conformity with GAAP.,

(4) There are no subsequent events that require adjustments to the fair value measurements and
disclosures included in the financial statements.



To the best of our knowledge and belicf, no events have occurred subsequent to the balance sheet date and
through the date of this letter that would reguire adjustment to or disclosure in the aforementioned financial
statements,

Daneen Dail, Director of Human Resources

Jason L%((, Chigf Fihancial Officer





