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ELGEE REHFELD MERTZ LLC

CERTIFIED PUBLIC ACCOUNTANTS

9309 Glacier Highway, Suite B-200 e Juneau, Alaska 99801
907.789.3178 e FAX 907.789.7128 e www.ermcpa.com

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Members of the Assembly
City and Borough of Juneau, Alaska

We have audited the basic financial statements of the City and Borough of Juneau, Alaska, as of
and for the year ended June 30, 2004, and have issued our report thereon dated December 3,
2004. We conducted our audit in accordance with generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States.

Compliance
As part of obtaining reasonable assurance about whether the City and Borough of Juneau,

Alaska’s basic financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grants, noncompliance
with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance that are required to be reported under Government
Auditing Standards of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City and Borough of Juneau, Alaska’s
internal control over financial reporting in order to determine our auditing procedures for the
purpose of expressing our opinion on the basic financial statements and not to provide assurance
on the internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control over financial
reporting that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements in amounts that would be material in relation to
the basic financial statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over financial reporting and its operation that we consider to be
material weaknesses. However, we noted other matters involving the internal control over
financial reporting that we have reported to the management of the City and Borough of Juneau,
Alaska, in a separate letter dated December 3, 2004.

This report is intended solely for the information and use of the Assembly, management, others
within the organization, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

EZA]

December 3, 2004
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133

The Members of the Assembly
City and Borough of Juneau, Alaska

Compliance
We have audited the compliance of the City and Borough of Juneau, Alaska, with the types of

compliance requirements described in the U. S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major federal programs
for the year ended June 30, 2004. The City and Borough of Juneau, Alaska’s major federal
programs are identified in the summary of auditor’s 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 programs is the responsibility of the
City and Borough of Juneau, Alaska’s management. Our responsibility is to express an opinion
on the City and Borough of Juneau, Alaska’s compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards;
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 States,
Local Governments, and Non-Profit Organizations. Those standards 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 program occurred. An audit includes examining, on
a test basis, evidence about the City and Borough of Juneau’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 on the City and Borough of Juneau, Alaska’s compliance
with those requirements.

In our opinion, the City and Borough of Juneau, Alaska complied, in all material respects, with
the requirements referred to above that are applicable to each of its major federal programs for
the year ended June 30, 2004.

Internal Control Over Compliance

The management of the City and Borough of Juneau, Alaska is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and performing our audit, we
considered the City and Borough of Juneau, Alaska’s internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance and
to test and report on internal control over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a



condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that noncompliance with applicable
requirements of laws, regulations, contracts and grants that would be material in relation to a
major federal program being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters
involving the internal control over compliance and its operation that we consider to be material
weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the basic financial statements of the City and Borough of Juneau, Alaska as of
and for the year ended June 30, 2004, and have issued our report thereon dated December 3,
2004. Our audit was performed for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by OMB Circular A-133 and is not a
required part of the basic financial statements of the City and Borough of Juneau, Alaska. 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 the Assembly, management, others
within the organization, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

E2A]

December 3, 2004
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CITY AND BOROUGH OF JUNEAU, ALASKA
Notes to Schedule of Expenditures of Federal Awards
Year ended June 30, 2004

General

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all
federal awards programs of the City and Borough of Juneau, Alaska. The City and
Borough's reporting entity is defined in Note 1 to the City and Borough's basic financial
statements. Federal awards received directly from federal agencies, as well as federal
financial assistance passed through other government agencies, are included in the schedule.

Basis of Accounting

The accompanying Schedule of Expenditures of Federal Awards is presented using the
modified-accrual basis of accounting, which is described in Note 1 to the City and
Borough's basic financial statements.

Relationship to Basic Financial Statements

The following is a reconciliation of federal revenues reported in the City and Borough's
basic financial statements to federal expenditures reported in the Schedule of Expenditures
of Federal Awards:

Direct Grants:
Federal revenues as reported in the basic financial statements:

Governmental Funds $ 1,146,345
Proprietary Funds 157,256
Less:

Amounts reported as federal revenue in the basic financial
statements but not included in the Schedule of Expenditures
of Federal Awards:

Juneau International Airport classified Transportation
Security Administration reimbursement for security

upgrades as federal revenue. (157,256)

Total direct grants 1,146,345
Plus:

Grants passed through State of Alaska 4,763,001
Federal monies included in airport, harbors, hospital,

water and sewer capital projects 5,352,580
Federal monies included in patient service revenues for

Bartlett Regional Hospital 10,200
Rounding 2

Total federal expenditures per Schedule
of Expenditures of Federal Awards $11,272,128




CITY AND BOROUGH OF JUNEAU, ALASKA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2004

SUMMARY OF AUDIT RESULTS

1. The auditor’s report expresses an unqualified opinion on the financial statements of the
City and Borough of Juneau, Alaska.

2. No instances of noncompliance material to the financial statements of the City and
Borough of Juneau, Alaska were disclosed during the audit.

3. The auditor’s report on compliance for the major federal award programs for the City and
Borough of Juneau, Alaska expresses an unqualified opinion on all major federal
programs.

4. There were no audit findings relative to the major federal award programs for the City and
Borough of Juneau, Alaska required to be reported in this schedule under OMB Circular
A-133.

5. The federal programs tested as major programs included:

CEDA # NAME
15.605 Department of the Interior - Fish and Wildlife Service — Harbor Upgrades
20.500 Department of Transportation - Capital Investment Grants
20.500 Department of Transportation - Section 18 Grant (Operations)
15. XXX Department of the Interior — United States Forest Service - Raptor Center Land
16.710 Department of Justice - 2001 COPS Technology Grant

6. The threshold for distinguishing Types A and B programs was $300,000.
7. The City and Borough of Juneau was determined to be a low-risk auditee.

FINDINGS — FINANCIAL STATEMENT AUDIT
No matters reported.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT
No matters reported.
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