
 
 
 
 
 
 
 
 
 
April 30, 2012 
 
 
To the Energy and Environment Committee 
City of Seattle – City Light Department 
700 Fifth Avenue, Suite 3200 
Seattle, WA 98124-3402 
 
Dear Committee Members: 
 
We have completed our audit of the financial statements of the City of Seattle – City Light Department (the 
“Department”) for the years ended December 31, 2011 and 2010, and have issued our report thereon dated 
April 30, 2012. This letter presents communications required by our professional standards along with 
recommendations that are intended to improve the system of internal control. This letter, by its nature, focuses 
on improvements and does not comment on the many strong areas of the Department’s systems and 
procedures. The recommendations are not intended to reflect in any way on the integrity or ability of the 
personnel. They are made solely in the interest of establishing sound internal control practices and improving 
the Department’s operations. 

The Department’s written responses to the significant deficiencies and other control recommendations identified 
in our audit have not been subjected to the auditing procedures applied in the audit of the financial statements 
and, accordingly, we express no opinion on them. 

This letter is intended solely for the information and 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. 
 
INTERNAL CONTROLS 
 
In planning and performing our audit of the financial statements of the Department as of and for the year ended 
December 31, 2011, in accordance with auditing standards generally accepting in the United States of America, 
we considered its internal control over financial reporting (internal control) as a basis for designing our auditing 
procedures for the purpose of expressing our opinions 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 the Department’s 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 significant 
deficiencies or material weaknesses and, therefore, there can be no assurance that all such deficiencies have 
been identified. However, as discussed below, we identified certain deficiencies in internal control that we 
consider to be significant deficiencies. 
 
A deficiency in 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, as defined above. 
 

Baker Tilly Virchow Krause, LLP 
Ten Terrace Ct, PO Box 7398 
Madison, WI 53707-7398 
tel 608 249 6622 
fax 608 249 8532 
bakertilly.com 
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INTERNAL CONTROLS (cont.) 
 
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 deficiencies in the Department’s internal control to be significant deficiencies: 
 

 Customer billing 
 Cash handling 

 
CUSTOMER BILLING 

During our audit, we continued to note the Department lacks adequate controls to monitor customer billing 
account adjustments that reduce amounts owed by Department customers. Specific issues noted include the 
overwhelming number of City of Seattle and Department employees with data privilege to adjust billing rates 
and usage with little or no review, the sheer volume of billing adjustments and alternative billing arrangements, 
significant adjustments to customer bills as a result of keying errors and lack of preventative controls 
surrounding manual inputs and the ability for employees to adjust their own bills. 

 
Recommendations related to this issue are not limited to but include the following: 

 Require employees who can make account adjustments disclose all accounts in which they have an 
interest in. 

 Closely monitor all adjustments, time pay agreements and other arrangements involving employees’ 
accounts. 

 Establish a computerized monitoring process to help identify account adjustments that represent the 
highest risk. 

 Periodically evaluate the effectiveness of the monitoring process to ensure it is operating as intended. 
 Consider reviewing historical billing adjustments made by the City of Seattle and Department 

employees to their personal accounts. 
 

Department Response: 
 
During June 2011, the Department conducted and concluded an internal review of the Department’s billing 
adjustments for the period of July 2009 through December 2010. While the internal review found that the 
adjustments to customer bills made by the Department appeared to be well founded and appropriate, there 
were a number of recommendations to improve the overall management controls of the account adjustment 
process. Many of the recommendations address the audit issues listed above: 
 
The Department began implementing the following recommended improvements in 2011: 
 

> Employees, both current and new, must sign a confidentiality agreement stating employees are not to 
work on their own accounts or those of family and friends. The Department has discussed new 
disclosure requirements with the Department’s unions; however, current union requirements prohibit the 
Department from requiring employees to disclose accounts of interest. 

> Weekly, a report of account adjustments over $250 and a report of account adjustments for accounts 
identified with employers of “Seattle City Light”, “City of Seattle”, and variations thereof, are prepared 
and reviewed by the Department’s Customer Care management.  

> Employees were trained on enhanced standards for the use and documentation of adjustment codes.  
> Responsibilities by employee position and related CCSS access are currently in the process of 

evaluation by management. Access to CCSS functions will be reduced or eliminated, by employee as 
appropriate, based upon the new position requirements. This process will be completed by third quarter 
2012. 
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INTERNAL CONTROLS (cont.) 

CUSTOMER BILLING (cont.) 
 
Department Response: (cont.) 

The Department will be implementing a new billing system scheduled for 2014. While the Department will 
continue to focus on strengthening and improving controls, many of the computerized internal controls will occur 
when the new system is implemented. 
 
The Department’s employee accounts were recently reviewed by Seattle Public Utilities (SPU) for the time 
period of 2001-2011. The City of Seattle’s Office of City Auditor (City Auditor) is in the process of auditing the 
Department’s employee accounts for the same time period and has completed the majority of its testing. Both 
SPU and the City Auditor tested employee accounts for specific parameters. Employee accounts which 
exceeded the audit parameters were further investigated by Department management and found to be 
appropriate transactions, or in one case, an immaterial impropriety. Management action was immediately taken 
on this case.  
 

CASH HANDLING 
 
During 2011, we supplemented our audit work by inventorying all major processes that support, create or 
manage cash handling and documenting the risk areas identified during our testing and walk-through 
procedures. During this process we noted the following:  

 There is a lack of formal, documented policies and procedures in place to track payment 
receipts and parties responsible for maintaining custody over the payments in some major cash 
handling processes. 

 There are numerous payment points throughout the Department’s operations that do not 
always observe adequate segregation of duties, documentation and control of payment 
receipts. 

 The Department is exposed to an elevated inherent safeguarding-of-asset risk due to the 
numerous individuals and departments handling payments prior to deposit. 

 
Recommendations as a result of our findings are as follows: 

 Require all payments to be submitted directly to appropriate payment processing facilities: 
 Designated lockbox 
 Neighborhood centers 
 Service centers 

 
 Establish individual lockboxes specifically for material revenue streams: 

 Power billings 
 Escrow payments 
 Surplus sales 
 Conservation 
 Rental properties 
 Miscellaneous (to collect other payments) 

 
A detailed report of our procedures and findings which includes an executive summary, summary of key 
recommendations and conclusion can be obtained directly from management. 
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INTERNAL CONTROLS (cont.) 

CASH HANDLING (cont.) 
 

Department Response: 
 
SCL is in the process (working with FAS) to establish lockboxes as recommended by Baker Tilly. We are also 
drafting formal interim manual cash handling policies and conducting training in order to centralize the collection 
of checks from incoming mail, deposit them immediately, and prevent the distributed handling of payments 
throughout SCL.  
 
A more detailed action plan is described in an SCL memo responding to the findings and can be separately 
provided by management. 
 
OTHER CONTROL RECOMMENDATIONS 

CONTROLS OVER INFORMATION TECHNOLOGY 

The 2011 Information Technology (IT) General Controls review focused on assessing the design and 
effectiveness of IT controls in place for critical systems that impact financial reporting. The following IT 
processes were in scope for this review: 

 System development life cycle (SDLC) 
 Change management 
 Logical security 
 Physical security 
 Third party vendor management 
 Backups 
 Automated job processing 

 
Recommendations that resulted from this review are below:  

 Expand SDLC and Change Management Processes to Include All Critical Systems that Impact 
Financial Reporting 

Baker Tilly recommends expanding the scope of existing SDLC and change management 
processes, or developing system-specific processes, to include PowerOps. This process 
should include formal documentation and approval for all software development, acquisition, 
and change management efforts.  

 Enhance Logical Security Practices 

Baker Tilly recommends enhancing logical security practices for all critical systems that impact 
financial reporting, including requirements for unique login IDs, strong passwords, standard 
user access, management policies and procedures, limited administrative access, and periodic 
access reviews. 

 Enhance System Security Monitoring 

Baker Tilly recommends continuing Information Technology Services Division’s (“ITSD”) 
planned initiative to formally review the audit logs of database-level security events for all 
critical systems that impact financial reporting. 

 Formalize Physical Security Review Processes 

Baker Tilly recommends formalizing the existing physical security access review process for the 
server room to include documentation and approval. 
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OTHER CONTROL RECOMMENDATIONS (cont.) 

CONTROLS OVER INFORMATION TECHNOLOGY (cont.) 

 Enhance System Backup Processes 

Baker Tilly recommends meeting with all application teams that use critical systems that impact 
financial reporting to ensure that backup needs and expectations are understood by ITSD. 
Additionally, Baker Tilly recommends enhancing monitoring and testing practices for critical 
systems that impact financial reporting. 

For detailed information, please refer to the City of Seattle – City Light Department Points of Discussion with 
Management. 

 Department Response: 

Pleased refer to management responses within the City of Seattle – City Light Department Points of Discussion 
with Management. 

COMMUNICATION TO AUDIT COMMITTEE OR ITS EQUIVALENT 

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 the 
Energy and Environment Committee 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, the objective of our tests was not to provide an opinion on 
compliance with such provisions. 

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 in our letter 
about planning matters dated November 10, 2011. 
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COMMUNICATION TO AUDIT COMMITTEE OR ITS EQUIVALENT (cont.) 

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. No new accounting policies were adopted and the application of existing policies was not 
changed during the year. We noted no other 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 

 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  

 Financial Statement Disclosures 

The disclosures in 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. 

AUDIT ADJUSTMENTS 

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. 

In addition, none of the misstatements detected as a result of audit procedures and corrected by management 
were material, either individually, or in the aggregate, to the financial statements taken as a whole. 

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 auditor’s report. We are pleased to report that no such 
disagreements arose during the course of our audit. 
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COMMUNICATION TO AUDIT COMMITTEE OR ITS EQUIVALENT (cont.) 

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 is attached. 

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 for the year ended December 31, 2011, Baker Tilly Virchow 
Krause, LLP hereby confirms in accordance with the Code of Professional Conduct issued by the American 
Institute of Certified Public Accountants, that we are, in our professional judgment, independent with respect to 
the Department and provided no services to the Department other than the audit of the current year’s financial 
statements and nonaudit services which in our judgment do not impair our independence. 

 Adjusting journal entries 
 Cash handling agreed-upon procedures 

These nonaudit services do not constitute an audit under generally accepted auditing standards, including 
Government Auditing Standards. 

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. 

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. If you have any 
questions on our comments, or if we can offer our services in any other way during the year, please don’t 
hesitate to contact us. Thank you for allowing us to serve you. 
 
Sincerely, 
 
BAKER TILLY VIRCHOW KRAUSE, LLP 
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Baker Tilly Vb'chow KratlSei LI,P 
Teli Teri;ace Court 
P.O.Bo~7398 
Madison, WI 53707-7398 

peal' Auditors: 

Wea~e pl'ovidiug thislctteril;l cotlnectioll witflYotll' ~tldi~ofthe fil1ahcial$t~temcnts of The City 
of Seattle - CityLight (~he Dcpllrtment)as,(jtOecemper 3J $ 201Jaod· 2() to and. tor the years . 
then ended for the pUl'pose ofexpressiflg all opinion as to wh6ttler the firin,ncial.sUttelncllts 
p1'e8011t fairly t ip aUl11aterial respects, the tesp~ct.iv~fhlancialposjti(jn.results of operations,and 
cashfl,o,ws of tbe Departmet)JincouformityVvith generally ,accepted~ccountiog.t>ri I1C iples ill the 
United State8ofAll1cricil. We confirmthat We areresPQllslbte for thc<falrpreseotation inthe 
fim:mcial statemclltSQftlnanciaI position. results ()foper~tiolls .and cash flows in conformity with 
accounting principles generally accepted in the United States of Amedca, We are also 
resPQnsible for adopting smmdnccountingpoJicies; Clsiablishiilg'l11id maintaining intet'MlcoI1trol, 
al1dpreventing .and detecting thmd. 

Ce11ain representations in this Jetter are describedasbeihg limited to matters that are material. 
I.tems al'ecol1sidered material, regardless of size, ifthey involve an Qmissiotl ormisstatell1eilt of 
aCCOilritinginfornlatiotl that, hrthe light ofsul'l'ounding ch'cumstances, makes· it probable that the 
j lldgllU}l1t of a reasonable person relying 011 the Information would becbanged or influenced by 
the omission or tuisstatehlent 

We cot);firm,tc) ~he best ofQul' knowledge and belief, as of Aprii 30, 20 t2,the following 
represcntationsmade to you during your audit.. 

1. Weare t~sponsible for the faitpresentatioll·in the 'f1nancial statemel1ts of financial position, 
resultsofoperatioosj and cashtlowsoft\le Departmcntin conformity with accounting 
priticiplesgel1erallyaccepted in the United'$tatesof Atnerica'., The financial statements 
referred to above are 'iaidypreScllted Inconforluity with accoulltingpl'inciplesgeherally 
llcceptedill the· United· States ofAmcl'ica. 

2. We are responsible for the fair~epresentationof~uppleli1entary information and other 
iufot-matton accompanying the basic financial statemclltsthatareptescQted fOl'thepurpose 
of additi()nal analysis of the bm;ic Hnancial statemehtsi in conformity with the accounting 
principles generally accepted itl the United States ·of America. 

7(}O Fifth Avenue, Suite 3200, .P.O. Box 34023, Seirttlc. W A 98124-4023 
Tel: (206)6$4,3QOo,TIYrfDP: (206) 684;.;3225; i''ax: (206)(j25~3709 

An equal cmplQymentopportunity c1llployer,Accommodatiot\s forpeopJe wltrrdisabilities provldeduponre'lue,t;t. 
Seattle CltyLightistne loth largest pubH91yownedutility in the nation dedicated tMxceOOingollrellstomers' expectatitmsin safely producing 

and deliveringpow~r1hat is lowcost~ reliable and environmentally responsible, 
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3, We have.madea\fail~ble to you all-

a. Financia.l recOlus,andrelated. data. 
h. Minutes ofthemeetings of the. Etlergy, Technology, &CivH Right~ Committee arid 

summaries of actions of recent meetings for which minutes have riot yet been 
, prepat'ed. . 

4. There have been 110-

a. Fraudulent financii.:d reporting or i1iisappropriation ofassetsItivolvingmanagetnentor 
employee.a. who have signiflyantroics in internal control. However, the'l'e ~\Vere prior 
yeai' instances wbete~ertahl nO'h-Departmertt employees made \>iUh1gadjustments to 
. their re~peciiv~ retaH'power bills tllatwere' inconsequentitlland totaleQ tess tban$500. 
Thes.o enipl¢yees w~t'ert'omSe'attle PubIicUtHities. Seatile !>llblicUtilitieis sharesthe 
same t'et~nbimngsYstem. . '. . 

b.Fra1.ldultmtfln~ncUilrep6rtirlg or 'l~isappropri~ltioll· of asSets . itlvolvil1g' others that 
cOldd ha\lea'h)atedaleffect onth¢fln~ncial statemenis .. aside from' as 11oted' in 4.ft. 

c. CO'tmnuhicati6n$,ftQfiil'egtil:atorY agen~ies concerning noncornpliunce\vith,ol 
deflciencieshl,' flnartclal l\epol'ting pt'actices. 

5, Weack11owl~dgeour;re~pollsibilityforthe design and .implemel1tatiOI1;ofprograms.and 
COlltl'qls to prevenf and detect fraud, 

6. AltknQwnauditand bOQk~eepingadjustlllents have been itlciudedin Qur financial 
statemetitintudwe ul'ein agl'cenient with those adjustments, 

7. The fb'lloWillg, ifany.havebeetl pr0rierly recorded ordisci(Ysed in the fihandal statements: 

fl. Joint ventures arid related party .transactions .. 
b. CollateralizatiOllagteements withfitlancialinstitutions. 
c. Gilal'antees~ whether W.rittetl or oral, tluder which the Department is cOlltingcntly 

liable; 
d. All accounting:e~timates,that cQuld 1.10 11'Hlt(',rial to the financial statC$nl.ents~ .including 

the keyfactorsartd, sigllifi(jahtassumptions.undcriyillg. those estimates, and we believe 
the estimates m;~HeasQnableJn.thecit'cumstances.· .. . 

e. AIl.o:ff-balance sheet derivativet,inancialinstruments (I.e., futures,optiol1s, swaps), 
including outstanding commitments topl!l'cha,se orsel) securiti.es undertbt'wtlrd 
I>lacemel1tand standby cMunitments. 

t Financial instruments with signItiCJultindividual or.groupcOtlCentfation of credit risk. 
g; Saleswith'recollrse provish..illS, incllldingall priceadJustmcnt pl'ovisMl1s, 
h. All impaired loans receivable. " . 

700 FlfthAvehllC, SUite3200,P,O.13ox 34023.Seattle, WA 98124-41)23 
'I'e): (206) 684~3()()o, 'nYlIDD: (2M) 684..:1225, Fax: (206).625~3709 
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i. Loans that have bcenrestructuredtoprovidea red~ctioJ1or det~rral,ofinterest or 
pl'ipcipal pa)llnen~sbe.ca\ISe ofbbl'i'OWerfiMMial difficulties. 

j. AgrOOl'llCtlts tQ;repurchase ,assets' previously, sold. 
k. Contingent assets and Habilities, 

8. There are no~ 

a. VioJationsor possible violations ofhtws orrcguiations whose effects should be 
considered for dis,closure ill the flnancll.llstatements'o,r as a basis for recording a loss 
cont!J)gency; 

b. Yiolatitltls'of restr(cti<:UlS placedpij revenues ilsa resuIto! abQnd(.)tdinallcc' covenant, 
such as revenue distribution or de,ht service'fllnding. . 

c. Ulln8serted olaling or assessmentstQat our laWyer has advised .os are pl'obabJe of 
assertion 'andmustbe dlscl(5sed'in accordance withI1ihanciaLAcco\lntihg, Standards 
Board (FASB)StateiuentNo,5, AC¢O'liitUngjor COJ1tingendies .. ' 

d. Other trtatedallfabiHtles orgall1orlossColltingellctcS that al'e.re:quired to be aCCl'lled 
ordisvlosedhy Statcll1cnt of Financial Accounting StattdardsNo. 5. 

9. All daitus, assessm'cntsorpendlhglawsuiis agail1stthe Department "t)'1ich may have a 
material effect ()n'the Department'sfinanCia.lstatement.§: werebl'ougllttoyour attention at 
the time of tho audit .. 

10. There are no niaterial transactiOl1s that have not been properly recorded in the accounting 
records underlying. theflnanoial shttemertts, 

11. Provision,when material, has beetl made to reduce excess or obsQleteinventoriesto their 
estimated net tealizable value. 

12. The Oepattment has satisfilctorytitie to all 'owned assets, and thereatcl10 lieM 01' 
encumbrances 011 such assets nor has any asset been pledged as coHatel'al other than liens 
created by oUl'l'eVenue debt. . 

13. Wearet'esponsible for compliancewith laws, regulati<ms,a11d provisions ()fCOlltl'acts and 
agreeJnelits applicable to tiS" including debt contracts and debtcovemmts;and we have 
ldentified and disclosed to yqu a:lllaws,regulations, and provisions ofcol1tl:aclsand gl'ant 
agrectnents that we believe have a direcftmd material effect on the detetl11iilatiol1 of 
financial sbltement amounts, We have compHed witha:H aspects of laws,tegulations;. and 
cOIltt'a:ctual agreements thatwouldhave a material·effecton the financial staternents in the 
event of noncompliance. 

14. Capital assets ate properly capitalized anddepl'ecia:ted. Any knownirnpairments have 
been disclosed and recorded. 
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15. 

1.6. 

18. 

19. 

20. 

21. 

22. 

23. 

We 'believe tMtwe ,hi:tvepropetlyidentified all derivative. instrumentS and any embedded 
derivative instruments that require,blfurcatio:n .. OJ,Jr hedging activities; 'ifany, are in 
accordahcc\>vi~h our docuhlented and approved hedgingand:risk nianagC111ent polities. 
We fol1owthevnlttation,acc\lunting, reporting; ancl disclosure requirementso~ltlined in 
Governmental Accounti~g StaiidarasBoard (GASB) Statement No. 53. We believe the 
timing, nature,aod atnotmts of all forecasted transactions are probable of occl.ll'ring. The 
fail,valuesof·aU det'ivafiYes'at'ld hedgeditemsdis.c(osed tnthe hOtes:to the fioat)cial 
statement$ have' been detel'ltli.ned··basedonprevaiHllg mal;ketprices()rbyusing.financial 
mmielsthat we believe ,are the, most apprQpriate models inr valuing stloh Jnstruments and 
thattuC'orporatel11arketdata,andotheraSSUinptlbl1sthat we'havedeterl11ittedto be 
tcasoilllblc, and appropriate at year ehd. 
A$dis~IQsedi~th~ n9te~ tq the 11nttncial ~t~temCtlts; we haveappropriatyly,des<;;ribed the 
impacts that ptoposed acco1.i,niingprououncel11c;uts may have. on out'flnanciu.l positionoi' 
operations;ortbe statlls of, oureval uat,iol1 Qr acc(}untingpn)~lOunce1Jl(mts to, beadoptcd in' 
future years. 

No events have ()Ccu)'~'t{4'at1dl1o facts have been djs{fQvered which indicate that the fait' 
value qfany~ecurity i&signjficantly affected by the credit:standing of tile issuer 01' by other 
specifictactol;g,' . . . 

We condnueto tlleettbe cfiteti~ for application ofFASB Statement No. 11. 

Funds held. for· respective trust accounts' are· suffident to service and redeemdefcased 
bonds. 

Tax~exempt bonds issued have retail1cdtheir tax~exel11ptstatus. 

Equity componcnts(lnvestcd in capital assets; nefoftelated del:it;l'cstri<;ted; and 
unrestricted) arc propel!l>, chlssified. 

We h~lVe no plans or intentions that may affect the carrying value ()rclassif1catiol1 of assefs 
and liabilities. 

Risks associa.ted With concentrations, based on information known to m.anagement, that 
meet an of th~ followingcdt<wia h~ve been disclosed in the financial statemcnts: 

a. ~rhe concentration exists atthe date ofthe financial statements. 
b. Theconcentrati.on makes theenterptise vulnerable to the risk.of a lleat:.term severe 

impuQt. 
c. It is at least possible that the events that could cause the severe impact will occudn 

the near term. 

700 Fifth Avenue, Suite 3200, P.O. Sox 34023, Scattle, WA 98124-4023 
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24, Theaccoul1tsl'~c~ivabte.'J:¢cordedinthe financial statements represent validclain'ls'against 
debtors for sales o.rother charges'at'isingonor before the halancesheet date and have been 
appropriately l'educed to theirestimated·.netrealizablevaltie. 

25. We are respOt1siblefordetermill1JlgandJmtilltainillg'theadequacy of the aUowallceior 
doubtfulcnotes, loans; accounts receivable. unbiHedrevcnue 'and incurred but not reported 
claims; Mwellas.estil11{l.tes,us~d:todeterjnine suclla,motmts; Mallagel'nent believes the 
allowanc0sare. ade.quatc toabsotb currently estilnated'haddebts:in the account. balance. 

26. We h'6Ireve that all eXpetldttures lthatMve'been d~tetrcd toTutiJre periods flrc recoverable. 
, /. ' .• ' • , .- '. . ... , ~ l 

27 . Provision has been made for any los.sto be sustained iii the fulfillment of. or from inability 
to fulfin,ahy safes cOlml1ittnent~.' ..'. . 

28. We have nointerition ofterminatrng'ourparticipationill the,seatt[c Gity Elnployces' 
Retl;:ementSystem ... (SCBRS) .. or·withdraw:ingfrom·.anY'l11ulti"employer plans,. ot.taking ·any 
other action thatco~,ld l'esult in·!llleffective termination';or)t'eportable evenHor any of the 
pliu\s .. ,We are nof aWare ,of anyoccutl'encesthatcould t:e~,lIlt in the termin~tiOJlofallY of 
our participation in the SCERSMoefinedhenefibpian ormttld"employer:.plaustowhich we 
contri,bute.. We beHeve. that the actuarial assumptions· and. methods used 'to 1l1e(tsme the 
petlSion liabilities and costs fbI' financial accounting PUrposesarcappropriateinth¢ 
circumstances. 

29. Weagrec\vith thewl;)rk of' specialistsinevaluatingthepCllsionJiabilities"Qther post 
employme~t benefitliabi.ljtje,s~pollJ.ltion remediatiotllbtbHities, abd.provision tor injuries 
and damages and haveadc<luately. considered theqtlhlificationsof speciaHsts in 
detcl'I11il1ing amounts and disclo*ul'csusedJntlie, tl.I1.~~lcjql~tat!)ments atid uridedying 
accountitig records, We dId not give any illsti'uCtiol1s,nor causean~i instructions to he 
given, to specialists with I'cspectto values or amounts derive,\ in an attempt tobias their 
work,alldwe at'CllOt aware of any mattel'sthat have affected theindepenclencc or 
objtictivity ofthe sl>ccialists. 

30. We have complied with GASB No. 49,andbelieve that the estima~em~defol' ourpol1ution 
remedhitionliahHity is III accordance with this standard atldtetlectsal1 kl1()wilavailabte 
facts at the time it wnsrecorded. 

31. Provision has been made fot' any ]088 to be sustained as a result ofptll'chase> commitments 
for inventory q!Jantities' in excess ofnol'mall'equirements ot at prices ill excess of the 
prevailirig market prices. 

32. All charges to the property accounts consist of replacements or additions for the purpose of 
increasil1gcapacity.extcndillgtacilities. reducingopcl'atil1gcost&. or meeting ch~nged 
operating conditions. 

700 Fifth Avenue, Suite32{)0,P.O.13{)x34023;Seattl~. WA 9812tJ-4023 
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33. There were no· items of physical property contained hi thepropet'ty aecountsthat'wet'e 
either (a) abandoned or (b)Qut of serviceandtlot regarded aseither(i) standby'pmpel:tyor 
equipment or (ii) property·heldtoruseorilyietuporarily out of service.,asthatterm is 
cOtrunonly ~mderstood in the p;ubllc .utility. busil1ess~ 

34. The acclunulatcdprovisiOtl:for depreclatiolt has been determined itiM.cotdatlCe witb the 
orders .ofundthel)nifo'rmSystemo:fl:Accounts prescribed by .the.FederalEnergy 
Regu}atol1)" COlllmissitto; Based t\).11 tbepresentoperating conditionsand·the probable lives 
onbeprQperties,we belieye tha~theprov~sj()nsbeillgnut~e lIshlgthetlepre~JatioJ1 rates in 
effect \viHbe aaeqoatetodepteciatethe properties (Wer their respective useful lives. 

35. AU l'eglilittot)' assets and IUlbilitiesh~ve'been recor~t}dil1accordaJlce with the orders.or 
othel'guidallce ()ftheregulatoty c0111mission,. and they are 'probable:ofr¢covery or refund 
in accordance withthe··ptovi$iol1s witlfFA8B'Sta:temeht No, 71; Regula:tory,assets 
represent inctlrred:cos1:$:<thatarep,'ohableo£ recovery from future revenues.' 4tegulatbry 
liabi liticsrepresent'a11101.mtsi1:11posecr byrateactiOlis ofthcregi,datoi'stha:tmay requi re 
reftmds to' custotl1ers~ 'represent' amollntspl'ovidedJncurrent rates that.at-e intended' to 
recover costS that (It'e,expected to be'incurred in the :fhttu'c fot' ~vhieh'Wet'elml.itl 
accollnta:blc; or tepresenhtgainorother teductioll of~i1I{)wablecbststobegiven to 
customers over future· per:.iods .. 

36. Under the deferred conmct1sation planofteredto City employees and officers, We do. not 
acceptnor:asstlme.anY ofthe risks Msociat¢d with the Plan and itsadministl'ation. 

37. Allpurpose a'l1d Qligibility.rcquirc1uentshavcbeenmet to assul'c'properrycognitiol1 of 
capital cOJ}tributiofl$, l1011cal'j~al gl'ant$~ an~ operating gral1tsin cOlmcctionwith the 
stand~l'd~ outlined by GASBStatemt}nt No, 33,AccQuntihg (mdFinc!J1cial Repof'ljorNon 
Exchange Transactions. . 

38. We ptopcrlydiscloserl theeconornicgain, <cash savings. and accotUltillg loss as aTcsult of 
advan~cd refunding of'tevenu(} bonds. in accordance with GASBS(atementNo,7, Advance 
Refimdingji·()JnPe.feasanc.feof Debt; .. The aecountingiosses for bonds refunded have becn 
,properly deferred in ·acc91'd~t1ce wltb .OASB . Statement No. 23, Accounting (mdFinaf1<:ial 
.Reporling/hr Re/undfngoj 1)«bt Repo'rted by the Pr~)pJ'iet(1fy Activiti«s. 

39, Interful1d activities arid balances have beenapPl'opriately classified and reported. 

40. Speciatand extraordinary items areappropriatelyc]assified and l'ep orted , 

41. Deposits and investment securities are propedy classified in category of custodhll cl'cdit 
risk; 

42. Requitedsupplernentary information (RSI) ismcaSilrcd and presented withiilpl'cscribed 
guidelines. 
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43. Ntfevents have occurredsubseqttent to the balaneeshd:cidate thalwould require 
adjusttnenlsto; ordisc}osure iri, the financial st:atel'rlents. 

44. We ~ve:appt{)prjately !ippliedthe provisions ofFASBStatemenfNo.151. F'(liri'alue. 
MC<1\~'W:',mt¢nts.tothe applicab,le aSsets and liabilities th~tlire repo.mdordisclosedat fair 
vatue~itY'(:}urejld. We belb,wethe inputs areoDservableandstan(iam in the industry and 
'tMt ~heri:l(;)st apprppriate valinltion rilodelsWete used. These smneorc(jtnpai'~lbleitlputs. 
llndappr\'IQchlilS were used for repl.lrtil1gassets. and liabilities on theba.lance sheet· ill thc 
lldot'y,e:ar. 

a.Porward energy expected· tillderpowere:x:clulll~econtmcts were reported atftth' value 
based on all incon:ievaluatiotl approaeh using forwam electric. power cvrves from 
Platts subscription services. . 

45.. We· believe that we have properly identified all intangible assets which ate required to be 
reoordedand I'eportedunder GASB No. ;>1, includingtilose tbat required i'e:ttoax;tive 
l'eportulg a,~ well as nnyintangibleassct$acquil'edill thectl:rrentyear, 

SinC'Gl-elYt 

Jorge. Garra,~~o 
SQperil'ltendent 

FE:feb 

iet 
Interin)··ChlefFinancilll 
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