Kitteil Branagan & Sargent
Certificd Public Acconntants

Vermont License # 167

October 28, 2020

To the City Council and Management of
City of Newport, Vermont

In planning and performing our audit of the financial statements of City of Newport, Vermont as of and for
the year ended June 30, 2020, in accordance with auditing standards generally accepted in the United
States of America, we considered City of Newport, Vermont's internal control over financial reporting
(internal control) as a basis for designing our auditing procedures 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
City’s internal control. Accordingly, we do not express an opinion on the effectiveness of the City’s 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 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 material weaknesses and other deficiencies that we consider to be significant deficiencies.

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 consider the
following deficiencies in City of Newport, Vermont’s internal control to be material weaknesses:

1. In-House Accounting Limitations — As is common in small operations, the City’s personnel do not
have the experience and training needed to —

a. Prepare year end adjustments and prepare its financial statements, complete with notes, in
accordance with accounting principles generally accepted in the United States of America.
Accordingly, the City is unable to, and has not established internal controls over the preparation
year end adjustments and preparation of financial statements.

b. Select and apply accounting principles that are in conformity with accounting principles generally
accepted in the United States of America. Accordingly, the City is unable to, and has not
established internal controls over the selection and application of accounting principles.

Statement on Auditing Standards (SAS) 115 requires that we report these deficiencies. The SAS does not

provide exceptions to reporting deficiencies that are adequately mitigated with non-audit services rendered
by the auditor or deficiencies for which the remedy would be cost prohibitive.
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The objective of SAS 115 is to inform an organization of all the conditions in its internal control that interfere
with its ability to record financial data reliably and issue financial statements free of material misstatement.
Communication of the control deficiencies at Number 1 above helps to emphasize that the responsibility for
financial reporting rests entirely with the organization and not the auditor. In other words, if an organization
is not able to issue, without the auditors' involvement, complete financial statements with notes, in
accordance with generally accepted accounting principles, and free of material misstatement, that inability is
a symptom of material deficiencies in internal control.

As mentioned above, whether or not it would be cost effective to cure a control deficiency is not a factor in
applying SAS 115's reporting requirements. Because prudent management requires that the potential
benefit from an internal control must exceed its cost, it may not be practical to correct all the deficiencies an
auditor reports under SAS 115. Accordingly, you may decide that curing the deficiencies described at
Number 1 above would not be cost effective and take no action.

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.

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

Very truly yours,

KITTELL, BRANAGAN & SARGENT



Kittell Branagan & Sargent
Certified Public Acconntants

Vermont License #167

October 28, 2020

To the City Council and Management
City of Newport, Vermont
Newport, Vermont

Enclosed please find a copy of your depreciation schedule for the water and sewer fund for your records.
Professional standards require us to provide you with a copy of this schedule.

If you have any questions, please do not hesitate to contact our office.
Sincerely,

KITTELL, BRANAGAN & SARGENT

154 North Main Street, St. Albans, Vermont 06478 | P 802.5624.9531 | 800.499.9531 | F 802.524.9533

www.kbscpa.com
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Kittell Branagan & Sargent
Certified Public Accountants

Vermont License # 167

October 28, 2020

To the City Council and Management
City of Newport, Vermont
Newport, Vermont

We have audited the financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of City of Newport, Vermont for the year ended June 30, 2020. Professional standards require
that we provide you with information about our responsibilities under generally accepted auditing standards
(and, if applicable, Government Auditing Standards and the Uniform Guidance), as well as certain
information related to the planned scope and timing of our audit. We have communicated such information
in our letter to you dated June 22, 2020. Professional standards also require that we communicate to you
the following information related to our audit.

Siagnificant Audit Matters

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by City of Newport, Vermont 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
2020. We noted no transactions entered into by City of Newport, Vermont during the year for which there is
a lack of authoritative guidance or consensus. All significant transactions have been recognized in the
financial statements in the proper period.

Management’s estimate of the Account for Delinquent Tax Receivable Reserve is based on
Management's best estimate using subsequent collections and historical information. We
evaluated the key factors and assumptions used to develop the Delinquent Tax Receivable in
determining that it is reasonable in relation to the financial statements taken as a whole.

Management’s estimate of the Pension Liability and Deferrals is based on estimates of an
actuary, a specialist in this field. We evaluated the key factors and assumptions used to
develop the Pension Liability and Deferrals in determining that it is reasonable in relation to
the financial statements taken as a whole.

The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

154 North Main Street, St Albans, Vermont 05478 | 802524 9531 | 800.499.9531 | F802524.9533



To the City Council and Management
City of Newport, Vermont
Page 2

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the
audit, other than those that are clearly trivial, and communicate them to the appropriate level of
management. The attached schedule details the misstatements as a result of audit procedures that have
been corrected.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing
matter, whether or not resolved to our satisfaction, 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.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated October 28, 2020.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application of
an accounting principle to City of Newport, Vermont’s financial statements or a determination of the type of
auditor's 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.

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 City of Newport, Vermont’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 Budgetary Comparison Schedule, the Schedule of
Contributions and the Schedule of the Proportionate Share of the Net Pension Liability, which are required
supplementary information (RSI) that supplements the basic 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 basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We did not audit the
RSI and do not express an opinion or provide any assurance on the RSI.

We were engaged to report on combining statements, which accompany the financial statements but are
not RSI. With respect to this supplementary information, we made certain inquiries of management and
evaluated the form, content, and methods of preparing the information to determine that the information
complies with accounting principles generally accepted in the United States of America, the method of
preparing it has not changed from the prior period, and the information is appropriate and complete in
relation to our audit of the financial statements. We compared and reconciled the supplementary information
to the underlying accounting records used to prepare the financial statements or to the financial statements
themselves.



To the City Council and Management
City of Newport, Vermont
Page 3

Restriction on Use

This information is intended solely for the information and use of City Council and management of City of
Newport, Vermont and is not intended to be, and should not be, used by anyone other than these specified
parties.

Very truly yours,

KITTELL, BRANAGAN & SARGENT
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10/28/2020
11:15 AM

Client: 65500 - City of Newport, Vermont
Engagement: FY 20 - City of Newport, Vermont
Trial Balance: 1299.00 - TB Database
Workpaper: 3700.00 - Adjusting Journal Entries Report
Account Description Debit Credit
Adjusting Journal Entries JE # 2
To record VMERS pension liability to water fund
9-00-07.01 Deferred Outflow VMER 8,475.98
9-00-07.01 Deferred Outflow VMER 16,719.76
9-00-16.02 Deferred Inflow VMER 1,614.82
9-00-16.03 Pension Liability VMER 4.06
9-00-16.03 Pension Liability VMER 962.06
9-00-16.03 Pension Liability VMER 25,838.58
9-50-90.10 Municipal Retirement 71.17
9-50-90.10 Municipal Retirement 21,541.51
9-00-07.01 Deferred Outflow VMER 25,838.58
9-00-16.02 Deferred inflow VMER 1,033.23
9-00-16.02 Deferred Inflow VMER
9-00-16.03 Pension Liability VMER 1,614.82
9-00-16.03 Pension Liability VMER 38,261,27
9-50-90.10 Municipal Retirement 4.06
9-50-90.10 Municipal Retirement 8,475.98
Total 75,227.94 75,227.94
Adjusting Journal Entries JE # 4
To record VMERS adjustment to Sewer Fund
8-00-07.01 Deferred Outflow VMER 19,157.06
8-00-07.01 Deferred Outflow VMER 37,789.30
8-00-16.02 Deferred Inflow VMER 3,648.85
8-00-16.03 Pension Liability VMER 9.19
8-00-16.03 Pension Liability VMER 2,174.40
8-00-16.03 Pension Liability VMER 58,400.07
8-00-17.04 Pension Expense 160.86
8-00-17.04 Pension Expense 48,687.21
8-00-07.01 Deferred Outflow VMER 58,400.07
8-00-16.02 Deferred Inflow VMER 2,335.26
8-00-16.02 Deferred Inflow VMER
8-00-16.03 Pension Liability VMER 3,648.85
8-00-16.03 Pension Liability VMER 86,476.51
8-00-17.04 Pension Expense 9.19
8-00-17.04 Pension Expense 19,157.06
Total 170,026.94 170,026.94
Adjusting Journal Entries JE # 6
to adjust equity to actual in Perley Niles Fund - client made an
adjustment after PY audit
4-20-40.00 Beneficiaries 400.00
4-00-18.00 Fund Balance Niles Fund 400.00
Total 400.00 400.00
Adjusting Journal Entries JE #7
to adjust equity to actual in the recreation fund - client made AJE after
PY audit
7-00-30.30 G P Soccer Field Project 40.00
7-71-76.75 Newport Community Garden 95.00
7-00-18.00 Fund Balance - Rec Fund 135.00
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10/28/2020
11:15 AM

Client: 65500 - City of Newport, Vermont
Engagement: FY 20 - City of Newport, Vermont
Trial Balance: 1299.00 - TB Database
Workpaper: 3700.00 - Adjusting Journal Entries Report
Account Description Debit Credit
Total 135.00 135.00
Adjusting Journal Entries JE # 8
to adjust equity to actual in the water fund - client made AJE after year
end
9-00-18.00 Fund Balance (Water Dept) 24.11
9-00-26.98 Water Facility Repl Int. 2411
Total 24.11 24.11
Adjusting Journal Entries JE # 9
To record future year reappraisal revenue as deferred income
0-00-23.86 ACT60 Reappr-EEGL Asst 17,722.50
0-00-16.10 Deferred Revenue-ACT 60 17,722.50
Total 17,722.50 17,722.50
Adjusting Journal Entries JE # 10
To recognize 2020 bike path revenue deferred
0-00-16.20 Deferred Rev-Bike Path Gr 2,360.70
0-00-26.95 AOT Bike Path CA0009 2,360.70
Total 2,360.70 2,360.70
Adjusting Journa! Entries JE # 11
To adjust all loan principal and interest balances to actual before GASB
entry
0-00-10.20 Accounts Payable 42,166.20
0-90-90.40 Long Bridge Princ 2016-2 2,482.99
0-90-80.80 Fire Trk Bd Prin 2010-2 906.85
0-90-90.81 Fire Trk Bd Int 2010-2 471.30
0-90-90.96 2014 Heavy Res Prin 1988 1,681.90
0-90-90.41 Long Bridge Int 2016-2 2,482.99
0-90-90.55 Late payments 1,681.90
0-90-90.55 Late payments 2,108.31
0-90-90.81 Fire Trk Bd Int 2010-2 906.85
0-90-90,96 2014 Heavy Res Prin 1988 35,631.92
0-90-90.97 2014 Heavy Res Int 1988 4,425.97
0-90-90.99 Fr Trk Bd Int 2001/2010-4 471.30
Total 47,709.24 47,709.24
Adjusting Journal Entries JE # 13
to move reimbursements from school to school appropriates expense
account
0-00-22.80 School Tax Reim 39,833.70
0-95-99.00 Transfer Funds School 39,833.70
Total 39,833.70 39,833.70
Adjusting Journal Entries JE # 14
To move loan proceeds from dewatering equipment to loan balance,
client had in revenue
8-00-29.81 Loan #2921 sludge press 450,000.00
8-00-12.82 Dewatering Loan #2921 450,000.00
Total 450,000.00 450,000.00
Adjusting Journal Entries JE # 15
To record debt for 2020 Ford Explorer
0-92-98.05 Police Vehicles 25,967.70
0-00-29.99 2020 Ford Explorer Proceeds 25,967.70
Total 25,967.70 25,967.70
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10/28/2020
11:15 AM

Client: 65500 - City of Newport, Vermont
Engagement: FY 20 - City of Newport, Vermont
Trial Balance: 1299.00 - TB Database
Workpaper: 3700.00 - Adjusting Journal Entries Report
Account Description Debit Credit
Adjusting Journal Entries JE # 17
To record AP for Berkadia loans not paid in 2020 - client will receive
invoice in 2021 - will need to reverse this entry when invoice is posted
0-00-08.00 Due From/To Other Funds 41,850.00
9-00-12.60 Bond Payable-G E Servicer 33,131.55
9-50-95.92 1984 Water Sys Bond Int 8,718.45
0-00-10.20 Accounts Payable 41,850.00
9-00-08.00 Due From/To Other Funds 41,850.00
Total 83,700.00 83,700.00
Adjusting Journal Entries JE # 18
To adjust payroll acrrual to actual
0-30-31.10 Salaries 445.74
0-30-33.10 Salaries 502.74
0-30-35.10 Salaries 502,74
0-30-36.10 Salaries 114.72
0-30-40.10 Salaries 367.84
0-45-45.13 Holiday 358.41
0-50-50.10 Salaries 2,292.98
0-50-60.10 Labor 2,470.79
0-60-10.10 Salaries 484.64
0-70-70.10 Salaries 3,242.80
0-82-68.10 Health Officer Salary 116.67
0-82-69.10 Recycling Salaries 134,69
8-50-58,10 Regular Pay 796.14
9-50-62.10 Regular Pay 1,685.86
0-00-10.50 Accrued Payroll/FICA 10,482.73
0-50-50.10 Salaries 552.03
8-00-10.40 Accrued Payroll/FICA 796.14
9-00-10.40 Accrued Payroll/FICA 1,685.86
Total 13,516.76 13,516.76
Adjusting Journal Entries JE # 19
to adjust capital items in sewer fund
8-00-06.30 Sewer System Improvements 220,862.66
8-00-06.50 Machinery & Equipment 12,404.00
8-50-58.50 Plant Improvements 16,831.47
8-50-58.68 Repair & Maintenance 4,744 69
8-50-58.68 Repair & Maintenance 49,392.00
8-50-92.10 Materials 136,844.50
8-50-94.46 Sewer Lines & Structures 7,950.00
8-50-94.65 Vehicle 12,404.00
8-50-94.92 WWTF Upgrade 5,100.00
Total 233,266.66 233,266.66
Adjusting Journal Entries JE # 20
To record assets in Water fund
9-00-06.01 CIP 7,083.00
9-00-06.30 Water System Improvements 7,950.00
9-00-06.50 Machinery & Equipment 12,404.00
9-50-94.60 Waterline Eng & Des 7,083.00
9-50-94.63 Waterline Materials 7,950.00
9-50-94.75 Vehicle 12,404.00
Total 27,437.00 27,437.00

Adjusting Journal Entries JE # 22
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10/28/2020

11:15 AM
Client: 65500 - City of Newport, Vermont
Engagement: FY 20 - City of Newport, Vermont
Trial Balance: 1299.00 - TB Database
Workpaper: 3700.00 - Adjusting Journal Entries Report
Account Description Debit Credit

to record property tax reserve

0-00-20.00 Property Taxes 71,217.32
0-00-03.99 Allowance for Uncollectab 71,217.32
Total 71,217.32 71,217.32

Adjusting Journal Entries JE # 25
To record disposal of AJE

0-00-26.24 Public Works Other Income 3,000.00

8-00-06.90 Accumulated Depreciation 5,806.68

8-00-08.00 Due From/To Other Funds 1,500.00

9-00-06.90 Accumulated Depreciation 5,806.68

9-00-08.00 Due From/To Other Funds 1,500.00

0-00-08.00 Due From/To Other Funds 3,000.00

8-00-06.50 Machinery & Equipment 5,806.68

8-Gain/Loss Gain/Loss on sale of asset 1,500.00

9-00-06.50 Machinery & Equipment 5,806.68

9-Gain/Loss Gain/Loss on sale of asset 1,500.00
Total 17,613.36 17,613.36

Adjusting Journal Entries JE # 27
To adjust AP for invoice that was paid

0-00-10.20 Accounts Payable 3,455.00

9-00-08.00 Due From/To Other Funds 3,455.00

0-00-08.00 Due From/To Other Funds 3,455.00

9-50-62.68 Repair & Maintenance 3,455.00
Total 6,910.00 6,910.00

Adjusting Journal Entries JE # 28
to adjust accrued vacation/comp/sick in water and sewer fund

8-50-57.10 Regular Pay 4,083.96

9-50-62.10 Regular Pay 62.69

8-00-10.50 Accrued Vac/Sick/Comp 4,083.96

9-00-10.50 Accrued Vac/Sick/Comp 62.69
Total 4,146.65 4,146.65

Adjusting Journal Entries JE # 29
to adjust interest misposted

9-00-06.70 Water Tower Sinking Fund 25.03
9-00-06.00 Land 25.03
Total 25.03 25.03

Adjusting Journal Entries JE # 30
To record depr in water fund

9-50-97.00 Depreciation 253,173.33
9-00-06.90 Accumulated Depreciation 253,173.33
Total 253,173.33 253,173.33

Adjusting Journal Entries JE # 31
to adjust client's reversal of PY AJE #24 - CIP/AP

8-00-07.10 Proj-Constr in Progress 30,963.00
8-50-92,10 Materials 30,963.00
Total 30,963.00 30,963.00

Adjusting Journal Entries JE # 32
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Engagement: FY 20 - City of Newport, Vermont
Trial Balance: 1299.00 - TB Database
Workpaper: 3700.00 - Adjusting Journal Entries Report

Account Description Debit Credit
To adjust CIP put in service

8-00-06.30 Sewer System Improvements 348,403.90

8-00-07.10 Proj-Constr in Progress 348,403.90
Total 348,403.90 348,403.90
Adjusting Journal Entries JE # 33
to record depreciation in sewer fund

8-50-97.00 Depreciation 581,886.47

8-00-06.90 Accumulated Depreciation 581,886.47
Total 581,886.47 581,886.47
Adjusting Journal Entries JE # 34
Unbilled water and sewer revenue adjustment

8-00-26.50 Change in Unbilled Revenue - Sewer Fund 5,892.00

9-00-04.60 Unbilled Revenue - Water 7,437.00

8-00-04.70 Unbilled Revenue - Sewer 5,892.00

9-00-26.52 Change in Unbilled Revenue - Water Fund 7,437.00
Total 13,329.00 13,329.00
Adjusting Journal Entries JE # 35
To record additional AP at 6.30

0-00-08.00 Due From/To Other Funds 13,761.54

0-00-08.00 Due From/To Other Funds 19,180.01

0-30-34.60 Professional Expense 1,437.12

0-30-36.60 Professional Expense 793.00

0-30-38.90 Professional Expense 95.00

0-30-40.20 Repair & Maintenance 47.50

0-40-40.79 Other Expenses 133.00

0-40-41.24 Gasoline 27.28

0-40-41.80 Training 517.00

0-40-41.90 Equipment 769.56

0-70-70.22 COVID-19 Materials 44,99

0-70-70.22 COVID-19 Materials 170.17

0-70-70.82 New Equipment 49.99

0-70-73.21 Operating Supplies 18.99

0-70-73.21 Operating Supplies 19.57

0-70-73.79 Other Expenses 78.00

0-70-76.32 Annual Events 36.40

0-70-76.32 Annual Events 37.67

0-70-76.32 Annual Events 38.95

0-70-76.32 Annual Events 279.98

0-70-76.52 Summer Camp Operations 11.99

0-70-76.52 Summer Camp Operations 29.99

0-70-76.52 Summer Camp Operations 40.94

0-70-76.52 Summer Camp Operations 99.99

0-70-76.52 Summer Camp Operations 155.99

0-70-76.52 Summer Camp Operations 305.85

0-70-78.82 Improvements 449.99

0-70-78.91 Vehicle Maintenance 39.98

0-70-78.91 Vehicle Maintenance 53.97

0-70-78.91 Vehicle Maintenance 312.85

0-92-98.81 VISTA Traffic Lights 1,892.51

8-50-57.83 Pump Station Repair 1,963.18

8-50-58.21 Operating Supplies 5,728.00

8-50-58.50 Plant Improvements 381.65

8-50-58.50 Plant Improvements 685.00

8-50-58.50 Plant Improvements 741.65
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Client: 65500 - City of Newport, Vermont
Engagement: FY 20 - City of Newport, Vermont
Trial Balance: 1299.00 - TB Database
Workpaper: 3700.00 - Adjusting Journal Entries Report
Account Description Debit Credit
8-50-58.50 Plant Improvements 981.65
8-50-58.50 Plant Improvements 3,250.65
8-50-58.87 Sludge Dewater/Disposal 2,747.11
8-50-91.92 Sewer Line Mapping 39.20
8-50-91.92 Sewer Line Mapping 349.79
8-50-94.46 Sewer Lines & Structures 996.45
8-50-94.46 Sewer Lines & Structures 3,792.00
8-50-94.60 CSO Materials 11,176.23
9-50-62.21 Operating Supplies 13.99
9-50-62.79 Other Expenses 95.00
0-00-10.20 Accounts Payable 19,180.01
0-00-10.20 Accounts Payable 21,749.76
8-00-08.00 Due From/To Other Funds 13,652.55
8-00-08.00 Due From/To Other Funds 19,180.01
9-00-08.00 Due From/To Other Funds 108.99
Total 73,871.32 73,871.32

Adjusting Journal Entries JE # 38
to record misc AR for CDIP grant

0-00-04.94 Miscellaneous Receivable 68.53
0-00-24.94 VT Drug Task Force Grant 68.53
Total 68.53 68.53

Adjusting Journal Entries JE # 39
To adjust Recreation Fund MMKT account to actual

7-00-01.00 Money Market Acct 76.89
7-00-01.01 MMKT Acct Rec Trust Fund 76.89
Total 76.89 76.89

Adjusting Journal Entries JE # 40
To record East Main Street Cemetary Fund Interest to proper account

3-00-00.20 Certificate of Deposit 4.50
3-00-00.15 Principle Investments 4.50
Total 4.50 4.50

Adjusting Journal Entries JE # 41
To reclass cash account with credit balance

0-00-00.38 H. Corrow Memorial Fund 1,690.00
0-00-23.99 Misc Income 1,690.00
Total 1,690.00 1,690.00

Adjusting Journal Entries JE # 42
Client proposed entry to move funds from one account to another - all

revenue

0-00-27.81 Gateway Utility Reim 7,500.00

0-00-22.61 Cty Treasurer Reim School 7,500.00
Total 7,500.00 7,500.00
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