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In planning and performing our audit of the financial statements of Waupaca County as of and for the 
year ended December 31, 2019, in accordance with auditing standards generally accepted in the 
United States of America, we considered the entity’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 entity’s internal control. Accordingly, we do not express an opinion 
on the effectiveness of the entity’s internal control. 

However, during our audit we became aware of deficiencies in internal control other than significant 
deficiencies and material weaknesses and other matters that are opportunities to strengthen your 
internal control and improve the efficiency of your operations. Our comments and suggestions 
regarding those matters are summarized on the following pages. We previously provided a written 
communication dated July 29, 2020, on the entity’s internal control. A separate communication dated 
July 29, 2020, contains our written communication of significant deficiencies and material weaknesses 
in the entity’s internal control. This letter does not affect our report on the financial statements dated 
July 29, 2020, nor our internal control communication dated July 29, 2020.  

We will review the status of these comments during our next audit engagement. We have already 
discussed many of these comments and suggestions with various entity personnel, and we will be 
pleased to discuss them in further detail at your convenience, to perform any additional study of these 
matters, or to assist you in implementing the recommendations. 

This communication is intended solely for the information and use of management, the honorable board 
of supervisors, and others within the entity, and is not intended to be, and should not be, used by 
anyone other than these specified parties. 

 

 
 
CliftonLarsonAllen LLP 

Wausau, Wisconsin 
July 29, 2020 
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Comments and Observations 

CONSIDERATION OF SELF-INSURANCE RESERVES 

The County has established an incurred but not reported (IBNR) liability which represents the claims remaining to be 
paid that relate to the year-end December 31, 2019. As part of establishing rates for premiums for workers 
compensation and health insurance, the County establishes a premium equivalency based on past claim history and the 
accumulated reserves. Typically, it is best practice to maintain on average one to two months of claims in accumulated 
reserves for health insurance to provide for unanticipated claims. For worker’s compensation, a historical average and 
actual claims data is normally used to establish the reserve. Below is a chart showing 2015 - 2019 historical data in 
terms of what is optimal and actual.   

Health Insurance 

 

Worker’s Compensation 

 

We recommend the County evaluate their current accumulated reserves in comparison to the optimal recommended 
range, which may include reducing the subsequent year premium equivalency or reducing current expenses prior to 
finalizing final claims.   

Management response: The County will maintain the premium established for health insurance in 2020 for future years, 
until the reserves fall more into the optimal range. In regards to the worker’s compensation, premiums will continue to 
be adjusted to reflect past claims experience to maintain adequate reserves to pay for claims incurred.  

2015 2016 2017 2018 2019

Optimal reserves 716,139 672,333 664,882 690,542 690,043

Actual reserves 2,707,055 2,549,061 2,183,680 2,323,623 2,664,100
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2015 2106 2017 2018 2019

Optimal reserves 577,029 579,918 579,327 555,143 540,674

Actual reserves 977,587 1,496,186 1,686,027 1,801,779 573,051
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New Accounting Standards 

ACCOUNTING AND REPORTING FOR LEASES 

In June 2017, the Governmental Accounting Standards Board (GASB) issued GASB Statement No. 87, Leases, which 
establishes a single model for lease accounting and revises reporting requirements. 

Lease accounting is required when a government contracts to use another entity’s equipment, building, or other 
nonfinancial assets for a specific period of time. Under the new guidance, a lease asset and a lease liability are 
recorded in the government-wide financial statements for this contract. The lease liability is calculated by including the 
following: fixed payments, variable payments, interest rate, purchase options, residual value guarantees, and 
termination or extension options. The lease liability is discounted and is amortized over the lease term. The lease asset 
is calculated by starting with the lease liability amount and adjusting for incentives and other costs and is amortized over 
the shorter of the lease term or the useful life of the underlying asset. The lease asset is reported in the financial 
statements as an intangible right to use asset, rather than a capital asset under current guidance. Footnote disclosures 
including lease assets by asset class and related accumulated amortization and future minimum payments among other 
details are required under the new Statement. 

When the government is leasing one of its assets to another entity, a lease receivable and deferred inflow of resources 
related to the lease receivable is recorded. The lease receivable is calculated similar to the lease asset described 
above. The lease receivable is discounted and is amortized over the lease term. The deferred inflow of resources is 
calculated by starting with the lease receivable and adjusting for incentives and other payments. The deferred inflow 
would be recognized as an inflow of resources in a systematic and rational manner over the lease term. 

Some contracts include a nonlease component such as maintenance services. The government will need to allocate the 
contract cost between the lease component and the nonlease component, unless it is not practicable to do so. If it is not 
practicable, the entire contract should be treated as a lease. 

This new standard is effective for fiscal years beginning after December 15, 2021. Early adoption is encouraged by 
GASB. We recommend the County review the new standard, gather all lease contracts, and identify the terms and 
conditions of each contract, noting the lease term, all payments, and options in order to properly determine the value of 
each lease. The County should also review contracts that have both lease and nonlease components to determine if a 
price allocation is practicable. 

 


