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COMMUNICATION WITH THOSE CHARGED WITH GOVERNANCE

CONFIDENTIAL

City Council, Mayor, and City Finance Officer
City of Flandreau
Flandreau, South Dakota

We have audited the modified cash basis financial statements of the City of Flandreau (the City) for the year ended 
December 31, 2025, and have issued our report thereon dated __________________, 2026.  Professional standards 
require that we provide you with information about our responsibilities under generally accepted auditing standards, 
as well as certain information related to the planned scope and timing of our audit.  We have communicated such 
information in our engagement letter to you dated July 2, 2026.  Professional standards also require that we 
communicate to you the following information related to our audit.

Significant 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 the City are described in Note 1 of the financial statements. As described in Note 1, the City changed 
accounting policies related to certain risk disclosures by adopting GASB Accounting Standards Update 102.  
Accordingly, the accounting change has been prospectively applied and no changes have been made to prior periods. 
We noted no transactions entered into by the City 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. 

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.  No such significant 
sensitive estimates exist. 

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

Audit Risks
In designing our audit procedures, professional standards require us to evaluate the financial statements and assess the 
risk that a material misstatement could occur.  Areas that are potentially more susceptible to misstatements, and 
thereby require special audit considerations, are designated as “significant risks.”  We previously communicated to 
you via our engagement letter noted above, the following significant risks of material misstatement that we identified 
as part of our audit planning process: 

1. Revenue recognition
2. Management override of controls

We did not identify any additional significant risks of material misstatement during our audit that should be 
communicated to you.

Certain financial statement disclosures are particularly sensitive because of their significance to financial statement 
users.  No such disclosures exist.  

Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and completing our audit. 
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Corrected and Uncorrected Misstatements
Professional standards require us to accumulate all misstatements identified during the audit, other than those that are 
trivial, and communicate them to the appropriate level of management. Management has corrected all such 
misstatements. 

Misstatements detected as a result of audit procedures and corrected by management are included in the attached 
schedule.

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, 
which is dated the same date as this letter.

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 the City’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 the City’s auditors.  However, these discussions occurred in the 
normal course of our professional relationship and our responses were not a condition to our retention.

Adopted Accounting Standards
As of January 1, 2025, the City adopted Governmental Accounting Standards Board (GASB) Statement No. 102, 
Certain Risk Disclosures, which expands the disclosure requirements for risks related to a government’s 
vulnerabilities due to certain concentrations or constraints. The disclosure criteria should be assessed for the primary 
government reporting unit and all other reporting units that report a liability for revenue debt. A disclosure shall be 
made in the notes to the financial statements if all of the following criteria are met: a concentration or constraint is 
known, the concentration or constraint makes the reporting unit vulnerable to the risk of a substantial impact, and an 
event related to the concentration or constraint that could have a substantial impact has occurred or is expected to 
occur within twelve months of the date the financial statements are issued. The implementation of this standard did 
not have a material impact on the City at December 31, 2025.

Emerging Accounting Standards
In April 2024, the Governmental Accounting Standards Board (GASB) issued Statement No. 103, Financial Reporting 
Model Improvements, which improves key components of the financial reporting model to enhance its effectiveness 
in providing information to the users of the financial statements.  The statement redefines the information to be 
included in management’s discussion and analysis, clarifies operating vs. nonoperating revenues and expenses in the 
proprietary fund statement of revenues, expenses and changes in fund net position, provides guidance on the 
presentation of unusual or infrequent items, updates the requirements of presentation of major component unit 
information, and changes the presentation of the budgetary comparison schedules.  The statement is effective for the 
City’s year ending December 31, 2026.  

In September 2024, the Governmental Accounting Standards Board (GASB) issued Statement No. 104, Disclosure of 
Certain Capital Assets, which requires certain information regarding capital assets to be presented by major class.  
This includes lease assets, intangible right-to-use assets under public-private and public-public partnerships, 
subscription assets, and certain other intangible assets.  In addition, new disclosures surrounding capital assets held 
for sale are required.  The statement is effective for the City’s year ending December 31, 2026.
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Emerging Accounting Standards
In December 2025, the Governmental Accounting Standards Board (GASB) issued Statement No. 105, Subsequent 
Events, which clarifies the subsequent events time frame and those that constitute recognized and nonrecognized 
events.  The standard also specifies the information items required to be disclosed about subsequent events.  The 
statement is effective for the City’s/School’s year ending December 31, 2027/June 30, 2027.  The City/School is 
currently evaluating the impact this statement will have on the financial statements.

The City is currently evaluating the impact these statements will have on the financial statements, if any, as the City 
reports on the modified cash basis. 

Other Matters
With respect to the supplementary information accompanying the financial statements, we made certain inquiries of 
management and evaluated the form, content, and methods of preparing the information to determine that the 
information complies with the modified cash basis of accounting, 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.

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

Sincerely,

KETEL THORSTENSON, LLP
CERTIFIED PUBLIC ACCOUNTANTS
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Client: FLANDREAU, CITY OF
Engagement: 12/31/25 Audit
Current Period: 12/31/2025
Workpaper: Adjusting Journal Entries

Account Description Debit Credit Net Income Effect
AJE01
To adjust expense balances out of revenue
accounts
606-11-3310 GRANTS-FEDERAL 0.00 2,917.66
606-11-4220 PROFESSIONAL FEES 3,079.75 0.00
606-11-3340 GRANTS-STATE 0.00 162.09
Total 3,079.75 3,079.75 0.00

AJE02
To adjust debt to confirmed balances
100-00-2061 FNB SVHTS (85024) 0.00 3,135.88
100-00-1870 PROV L-T DEBT 3,135.88 0.00
500-00-4228 Project Costs-Buildings 0.00 248,373.00
500-00-4726 FSB-FIRE STATION LOAN 1244-PRINCIPAL 252,375.09 0.00
500-00-4724 RD FIRE STATION LOAN-PRINCIPAL 0.00 12,052.83
500-00-4727 FSB FIRE STATION LOAN 1244-INTEREST 11,588.57 0.00
500-00-4700 DEBT SERVICE 0.00 9,910.33
500-00-4728 FSB FIRE STATION LOAN 2623-PRINCIPAL 0.00 122.04
500-00-4729 FSB FIRE STATION LOAN 2623-INTEREST 6,494.54 0.00
708-97-4410 PRINCIPAL 41.57 0.00
708-97-4420 INTEREST EXPENSE 0.00 41.57
500-00-4724 RD FIRE STATION LOAN-PRINCIPAL 20.22 0.00
500-00-4725 RD FIRE STATION LOAN-INTEREST 0.00 20.22
Total 273,655.87 273,655.87 0.00

AJE03
To adjust government FA to actual.
900-00-1680 CONSTRUCTION IN PROGRESS 7,459.83 0.00
900-00-2460 INVESTMENT IN FXD ASSETS 0.00 7,459.83
Total 7,459.83 7,459.83 0.00

AJE04
To adjust enterprise assets and depreciation to
actual
604-00-1670 ACCUM DEPR MACH/EPUIP 0.00 21,986.76
604-00-1660 MACHINERY/EQUIPMENT 21,986.76 0.00
Total 21,986.76 21,986.76 0.00

AJE05
To record the financed purchase of a floor
scrubber in Fund 211
211-00-3910 Debt Proceeds 0.00 9,816.00
211-10-4340 CAPITAL OUTLAY 4,629.04 0.00
211-00-4700 Debt Service 5,186.96 0.00
100-00-2062 CC Floor Scrubber 0.00 4,629.04
100-00-1870 PROV L-T DEBT 4,629.04 0.00
Total 14,445.04 14,445.04 0.00

AJE06
To close Fund 705 and 707
101-00-1011 CLAIM ON CASH 38,661.48 0.00
101-01-3999 TRANSFER IN 0.00 38,661.48
705-00-4911 Operating Transfer 12,874.44 0.00
705-00-1011 CLAIM ON CASH 0.00 12,874.44
707-00-4911 Operating Transfer 25,787.04 0.00
707-00-1011 CLAIM ON CASH 0.00 25,787.04
Total 77,322.96 77,322.96 0.00

AJE07
 To reclassify property tax repayment from
county as an offset to exp
101-01-3110 GENERAL PROPERTY TAXES 90,510.94 0.00
101-01-4901 MISCELLANEOUS 0.00 90,510.94
Total 90,510.94 90,510.94 0.00

     GRAND TOTAL 488,461.15 488,461.15 0.00

DRAFT


	GOVERNANCE LETTER DRAFT.pdf
	ADJUSTING JOURNAL ENTRIES.pdf



