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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WITH OMB CIRCULAR A-133 AND STATE SINGLE AUDIT GUIDELINES

To the City Council
City of Waukesha, Wisconsin

Compliance
We have audited the compliance of the City of Waukesha, Wisconsin with the types of compliance requirements

described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement and the
State Single Audit Guidelines issued by the Wisconsin Department of Administration that are applicable to each of
its major federal and state programs for the year ended December 31, 2006. The City of Waukesha, Wisconsin's
major federal and state programs are identified in the summary of auditors’ results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts, and
grants applicable to each of its major federal and state programs is the responsibility of the City of Waukesha,
Wisconsin’s management. Our responsibility is to express an opinion on the City of Waukesha, Wisconsin's
compliance based on our audit.

The City of Waukesha, Wisconsin's basic financial statements included the operation of the City of Waukesha
Housing Authority, which received $4,337,837 in federal awards which are not included in the schedule of
expenditures of federal awards and state financial assistance for the year ended December 31, 2006. Our audit,
described below, did not include the operations of the City of Waukesha Housing Authority because the
component unit had a separate audit in accordance with OMB Circular A-133.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of Stafes, Local
Governments, and Non-Profit Organizations and the State Single Audit Guidelines issued by the Wisconsin
Department of Administration. Those standards, guidelines and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal and state program
occurred. An audit includes examining, on a test basis, evidence about the City of Waukesha, Wisconsin's
compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide
a legal determination of the City of Waukesha, Wisconsin's compliance with those requirements.

In our opinion, the City of Waukesha, Wisconsin complied, in all material respects, with the requirements referred

to above that are applicable to each of its major federal and state programs for the year ended December 31,
2006.

1

= s WS [ Ll :
77T I/ \families
75 R 2200 Riverside Drive = PO. Box 23819 - Green Bay, Wl 54305-3819 = schencksolutions.com I -‘n.?dc'm?paqy
m'mf'r.urfwuu Phone: 920-436-7800 * 800-676-0829 = Fax: 920-436-7808

Y- Schenck sc



Internal Control Over Compliance
The management of the City of Waukesha, Wisconsin is responsible for establishing and maintaining effective

internal control over compliance with the requirements of laws, regulations, contracts, and grants applicable to
federal and state programs. In planning and performing our audit, we considered the City of Waukesha,
Wisconsin's internal control over compliance with the requirements that could have a direct and material effect on
a major federal and state program in order to determine our auditing procedures for the purpose of expressing our
opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of the City of Waukesha,
Wisconsin's internal control over compliance.

A control deficiency in an entity’s internal control over compliance 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 noncompliance with a type of compliance requirement of a federal and state program on a timely basis.
A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity’s ability to administer a federal and state program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal and state program that is more than
inconsequential will not be prevented or detected by the City of Waukesha, Wisconsin’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that material noncompliance with a type of compliance requirement of a federal and state
program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in the entity's internal control that might be
significant deficiencies or material weaknesses as defined above.

Schedule of Expenditure of Federal Awards and State Financial Assistance

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 the City of Waukesha, Wisconsin as of and for the year ended December 31, 2006, and have issued our report
thereon dated July 25, 2007. Our audit was performed for the purpose of forming our opinions on the financial
statements that collectively comprise the City of Waukesha, Wisconsin's basic financial statements. The
accompanying schedule of expenditures of federal awards and schedule of state financial assistance is presented
for purposes of additional analysis as required by OMB Circular A-133 and the State Single Audit Guidelines, and
is not a required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

This report is intended solely for the information and use of members of the City Council, management, others
within the entity, and federal and state awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.
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Certified Public Accountants
Green Bay, Wisconsin
July 25, 2007



CITY OF WAUKESHA, WISCONSIN
Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2006

(Accrued) Accrued
Federal Deferred Cash (Deferred)
Grantor Agency/Passthrough Agency/ CFDA Revenue Received Revenue Total Total
Grant Title, Award or Project Number Number 1/1/06 (Refunded) 12/31/06 Revenues | Expenditures

FEDERAL PROGRAMS

U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Passed through Waukesha County, Wisconsin
Community Development Block Grant 14.218 $ - $ 159552 $ - $ 159552 § 195144

U.S. DEPARTMENT OF JUSTICE
Direct Program
Edward Byrne Memorial Justice Assistance  16.738

Grant #2005-DJ-BX-1227 (8,000) 8,621 (11,681) 4,940 4,940
Grant #2006DJBX0638 - 11,290 (5,847) 5,443 5,443
Bulletproof Vest Partnership Program 16.607 - 12,980 - 12,980 12,980
Total U.S. Department of Justice (8,000) 32,891 (17,528) 23,363 23,363

U.S. DEPARTMENT OF TRANSPORTATION
Direct Program
Section 5307 formula grant

WI-03-0080 20.507 (5,869) 5,869 - - -
WI-03-0091 20.507 - - 1,148 1,148 1,148
W1-90-X430-00 20.507 (382,588) 512,334 - 129,746 129,142
W1-90-X324-00 20.507 (38,609) 39,865 - 1,256 1,256
WI-90-X350-00 20.507 - 2,015 - 2,015 1,991
WI-90-X390-00 20.507 (12,270) 26,954 - 14,684 14,684
WI-90-X420-00 20.507 (5,504) 13,242 2,130 9,868 9,868
WI-90-X472-00 20.507 - 1,062,871 416,795 1,479,666 1,479,666
Passed through Wisconsin Department
of Transportation
CMAQ Project #W1-90-X423 20.507 (33,463) 109,341 8,634 84,512 84,512
Highway Safety Program
Project #0936-09-26 20.600 - 1,926 - 1,926 1,926
Project #0936-04-33 20.600 - 12,974 - 12,974 12,974
Total U.S. Department of Transportation (478,303) 1,787,391 428,707 1,737,795 1,737,167
U.S. ENVIRONMENTAL PROTECTION AGENCY
Environmental Programs and
Management 66.606 - 25,405 - 25,405 25,405
State and Tribal Assistance Grants 66.606 - 268,480 - 268,480 168,122
Total U.S. Environmental Protection Agency - 293,885 - 293,885 193,527
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed through Wisconsin Department of
Workforce Development
WETAP 93.558 (93,511) 390,853 107,072 404,414 404,414
U.S. DEPARTMENT OF HOMELAND SECURITY
Passed through Waukesha County, Wisconsin
Public Assistance Grants 97.036
Grant #HS-04-SE-0046 124 - - (124) -
Passed through Wisconsin Department of
Administration - Office of Justice Assistance
Grant #HS-05-U1-0083 97 .0 - 40,000 - 40,000 40,000
Total U.S. Department of Homeland Security 124 40,000 - 39,876 40,000
TOTAL EXPENDITURES OF FEDERAL AWARDS $ (579.690) $ 2704572 $ 518251 $ 2,658,885 $ 2593615

The notes to the schedule of expenditures of federal awards and the schedule of
state financial assistance are an integral part of this schedule.



CITY OF WAUKESHA, WISCONSIN
Schedule of State Financial Assistance
For the Year Ended December 31, 2006

(Accrued) Accrued
State Deferred Cash (Deferred) >

Grantor Agency/Passthrough Agency/ 1.D. Revenue Received Revenue Total Total
Grant Title, Award or Project Number Number 1/1/06 (Refunded) 12/31/06 Revenues | Expenditures
STATE PROGRAMS
DEPARTMENT OF NATURAL RESOQURCES
Acquisition and Development of Local Parks

S-ADLP2-821 370421 % - $ - $ 35000 $ 35000 % 35,000

S-ADLP2-867 - - - - 22,026
Total Department of Natural Resources - - 35,000 35,000 57,026
DEPARTMENT OF TRANSPORTATION
Transit Operating Assistance 395.104

2003 145,536 - (145,536) - -

2004 30,843 - (30,843) - -

2005 (36,108) - 36,106 - -

2006 - 3,284,045 64,938 3,219,107 3,219,107
Total Department of Transportation 140,273 3,284,045 (75,335) 3,219,107 3,219,107
Total State Programs $ 140273 $ 3,284,045 $ (40,335) $ 3,254,107 $ 3,276,133

The notes to the schedule of expenditures of federal awards and the schedule of
state financial assistance are an integral part of this schedule.




CITY OF WAUKESHA, WISCONSIN
Notes to the Schedules of Expenditures of Federal Awards and State Financial Assistance
For the Year Ended December 31, 2006

NOTE A - BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards and Schedule of State Financial Assistance
for the City of Waukesha, Wisconsin are presented in accordance with the requirements of OMB Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations and the State Single Audit
Guidelines issued by the Wisconsin Department of Administration.

NOTE B - SIGNIFICANT ACCOUNTING POLICIES

Revenues and expenditures in the schedules are presented in accordance with the modified accrual basis of
accounting and are generally in agreement with revenues and expenditures reported in the City's 2006 basic
financial statements. Accrued revenue at year-end consists of state program expenditures scheduled for
reimbursement to the City in the succeeding year while deferred revenue represents advances for state
programs that exceed recorded City expenditures.

The programs included in the Schedule of Expenditures of Federal Awards and the Schedule of State
Financial Assistance are separated into major and non-major categories. Additional information on each
category is presented below:

Federal Programs: The City of Waukesha, Wisconsin, qualifies as a low risk auditee in accordance with
paragraph 530 of OMB Circular A-133. Therefore major programs, as identified in Section | of the Schedule of
Findings and Questioned Costs, represent those with combined expenditures exceeding 25% of total federal
awards that also were deemed major programs based on the auditors' risk assessment. All other federal
programs are considered non-major programs.

State Programs: The City of Waukesha, Wisconsin, qualified as a low risk auditee in accordance with the
State Single Audit Guidelines. Therefore major programs represent those with combined expenditures
exceeding 25% of total state financial assistance that also were deemed major programs based on the
auditors’ risk assessment. In addition, certain state financial assistance programs were designated state
major by the state granting agency and therefore considered state major. All other state financial assistance
programs are considered non-major programs.

NOTE C - OVERSIGHT AGENCY
The federal oversight agency for the City is the U.S. Department of Transportation.

The state oversight agency for the City is the Wisconsin Department of Transportation.



CITY OF WAUKESHA, WISCONSIN
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2006

Section | - Summary of Auditors’ Results

Basic Financial Statements

Type of auditors’ report issued: Ungualified
Internal control over financial reporting:
e Material weakness(es) identified? No
¢ Significant deficiency identified that is not
considered to be a material weakness? None Reported
Noncompliance material to basic financial statements noted? No
Federal Awards And State Financial Assistance
Internal control over major program:
e Material weakness(es) identified No
e Significant deficiency(ies) identified that are not considered
to be material weakness(es)? None Reported
Type of auditors' report issued on compliance for major programs Unqualified
Any audit findings disclosed that are required to be reported
in accordance with Section 510(a) of Circular A-1337? No
Any audit findings disclosed that are required to be reported
in accordance with the State Single Audit Guidelines No
Identification of major federal and state programs:
[ CFDA Number | Name of Federal Program
20.507 Transit Capital and Operating Assistance
93.558 WETAP
| State ID Number | Name of State Program
395.104 Mass Transit Operating Assistance
Audit threshold used to determine between Type A and Type B programs: $300,000
Auditee qualified as low-risk auditee Yes

Section Il - Financial Statement Findings

There are no findings related to the basic financial statements required to be reported under governmental
auditing standards generally accepted in the United States of America for the year ended December 31, 2006.

Section |l - Federal Award and State Financial Assistance Findings and Questioned Costs

There are no audit findings and questioned costs required to be reported under OMB Circular A-133 Audits of
States, Local Governments, and Non-Profit Organizations or the State Single Audit Guidelines for the year ended

December 31, 20086.



CITY OF WAUKESHA, WISCONSIN
Schedule of Prior Year Audit Findings and Corrective Action Plan
For the Year Ended December 31, 2006

Prior Year Audit Findings

There were no findings or questioned costs for federal awards and state financial assistance for the year ended
December 31, 2005.

Corrective Action Plan

No corrective action plan is required.



