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The Board of Commissioners 
Public Utility District No. 1 of Jefferson County, Washington 
Port Townsend, Washington 

We are pleased to present this report related to our audit of the financial statements and compliance of 
Public Utility District No. 1 of Jefferson County, Washington (the District) for the year ended 
December 31, 2019.  This report summarizes certain matters required by professional standards to be 
communicated to you in your oversight responsibility for Public Utility District No. 1 of Jefferson County, 
Washington’s financial reporting and compliance process. 

This report is intended solely for the information and use of the Board of Commissioners and management, 
and is not intended to be and should not be used by anyone other than these specified parties.  It will be 
our pleasure to respond to any questions you have regarding this report.  We appreciate the opportunity to 
continue to be of service to you. 

Franklin, Tennessee 
March 18, 2020 
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Required Communications 
 
 

Generally accepted auditing standards (AU-C 260, The Auditor’s Communication with Those Charged with 
Governance) require the auditor to promote effective two way communication between the auditor and 
those charged with governance.  Consistent with this requirement, the following summarizes our 
responsibilities regarding the financial statement audit as well as observations arising from our audit that 
are significant and relevant to your responsibility to oversee the financial reporting process and compliance 
process. 
 
Our Responsibilities with Regard to the Financial Statement Audit  
Our responsibility under auditing standards generally accepted in the United States of America and 
Government Auditing Standards, issued by the Comptroller General of the United States of America has 
been described to you in our engagement letter (Exhibit A).  Our audit of the financial statements does not 
relieve management of those charged with governance of their responsibilities, which are also described in 
that letter. 
 
Overview of the Planned Scope and Timing of the Financial Statement Audit 
We have issued a separate communication dated December 31, 2019 regarding the planned scope and 
timing of our audit and have discussed with you our identification of and planned audit response to 
significant risks of material misstatement.   
 
Accounting Policies and Practices 
 

Preferability of Accounting Policies and Practices 
Under generally accepted accounting principles, in certain circumstances, management may 
select among alternative accounting practices.  In our view, in such circumstances, management 
has selected the preferable accounting practice.  
 
Adoption of, or Change in, Accounting Policies 
Management has the ultimate responsibility for the appropriateness of the accounting policies 
used by the District.  The District did not adopt any significant new accounting policies nor have 
there been any changes in existing significant accounting policies during the current period. 
 
Significant or Unusual Transactions 
We did not identify any significant or unusual transactions or significant accounting policies in 
controversial or emerging areas for which there is a lack of authoritative guidance or consensus. 
 

Management’s Judgments and Accounting Estimates 
Management has informed us that there are no particularly sensitive accounting estimates. 
 
Accounting Principles Generally Accepted in the United States of America 
The financial statements were prepared on the assumption that the District will continue as a going concern.  
 
Audit Adjustments 
There were no audit adjustments made to the original trial balance presented to us to begin our audit. 
 
Uncorrected Misstatements 
We are not aware of any uncorrected misstatements other than misstatements that are clearly trivial. 
 
Disagreements with Management 
We encountered no disagreements with management over the application of significant accounting 
principles, the basis for management’s judgments on any significant matters, the scope of the audit, or 
significant disclosures to be included in the financial statements. 
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Consultations with Other Accountants 
We are not aware of any consultations management had with other accountants about accounting or 
auditing matters. 
 
Significant Issues Discussed with Management 
No significant issues arising from the audit were discussed or were the subject of correspondence with 
management. 
 
Significant Difficulties Encountered in Performing the Audit 
We did not encounter any significant difficulties in dealing with management during the audit. 
 
Significant Written Communications between Management and our Firm 
Copies of significant written communications between our Firm and the management of the District, 
including the representation letter provided to us by management, are attached (Exhibit B). 
 



Exhibit A 
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Independent Auditor’s Report 

The Board of Commissioners 
Public Utility District No. 1 of Jefferson County, Washington 
Port Townsend, Washington 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of Public Utility District 
No. 1 of Jefferson County, Washington (the District), which comprise the statement of net position as of 
December 31, 2019, and the related statements of revenues, expenses, and changes in net position, and 
cash flows for the year then ended, and the related notes to the financial statements, and have issued our 
report thereon dated March 18, 2020.  In accordance with Government Auditing Standards, we have also 
issued our report dated March 18, 2020, on our consideration of the District’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and 
grant agreements, and other matters.  No reports other than the reports referred to above have been 
furnished to management. 

In connection with our audit, nothing came to our attention that caused us to believe that the District failed 
to comply with the terms, covenants, provisions, or conditions of their loan, grant, and security instruments 
as set forth in 7 CFR Part 1773, Policy on Audits of Rural Utilities Service (RUS) Borrowers, §1773.33 and 
clarified in the RUS policy memorandum dated February 7, 2014, insofar as they related to accounting 
matters as enumerated below.  However, our audit was not directed primarily toward obtaining knowledge 
of noncompliance.  Accordingly, had we performed additional procedures, other matters may have come 
to our attention regarding the District’s noncompliance with the above-referenced terms, covenants, 
provisions, or conditions of the contractual agreements and regulatory requirements, insofar as they 
related to accounting matters.  In connection with our audit, we noted no matters regarding the District’s 
accounting and records to indicate that the District did not:  

- Maintain adequate and effective accounting procedures.

- Utilize adequate and fair methods for accumulating and recording labor, material, and overhead costs,
and the distribution of these costs to construction, retirement, and maintenance or other expense
accounts.

- Reconcile continuing property records to the controlling general ledger plant accounts.

- Clear construction accounts and accrue depreciation on completed construction.

- Record and properly price the retirement of plant.



Page 2 

- Seek approval of the sale, lease, or transfer of capital assets and disposition of proceeds for the sale
or lease of plant, material, or scrap.

- Maintain adequate control over materials and supplies.

- Prepare accurate and timely Financial and Operating Reports as described in 7 CFR 1773.33(e)(2)(ii).

- Obtain written RUS approval to enter into any contract, agreement or lease with an affiliate as defined
in 7 CFR 1773.33(e)(2)(i).

- Disclose material related party transactions in the financial statements, in accordance with
requirements for related parties in generally accepted accounting principles.

- Comply with the requirements for the detailed schedule of investments.

This report is intended solely for the information and use of the Board of Commissioners, management, 
and the RUS and supplemental lenders and is not intended to be and should not be used by anyone other 
than these specified parties.  However, this report is a matter of public record and its distribution is not 
limited. 

Franklin, Tennessee 
March 18, 2020 
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