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To the Board of Commissioners 
Lower Macungie Township 
Lehigh County, Pennsylvania 
 
 
We are pleased to present this report related to our audit of the financial statements of Lower Macungie 
Township as of and for the year ended December 31, 2009.  This report summarizes certain matters 
required by professional standards to be communicated to you in your oversight responsibility for 
Lower Macungie Township's financial reporting process. 
 
This report is intended solely for the information and use of the Board of Commissioners and management 
and is not intended to be and should not be used by anyone other than these specified parties.  It will be 
our pleasure to respond to any questions you have regarding this report.  We appreciate the opportunity to 
continue to be of service to Lower Macungie Township. 
 

 
 
Wyomissing, Pennsylvania 
June 7, 2010 
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CERTAIN WRITTEN COMMUNICATIONS BETWEEN  

MANAGEMENT AND OUR FIRM 
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MATTERS TO BE COMMUNICATED 



 

 

Required Communications 
 
Statement on Auditing Standards No. 114 requires the auditor to communicate certain matters 
to keep those charged with governance adequately informed about matters related to the 
financial statement audit that are, in our professional judgment, significant and relevant to the 
responsibilities of those charged with governance in overseeing the financial reporting process.  
The following summarizes these communications: 
 

Area  Comments 
   
Auditor's Responsibility Under 
Professional Standards 

 Our responsibility under auditing standards 
generally accepted in the United States of 
America has been described to you in our 
arrangement letter dated November 9, 2009. 

   
Accounting Practices  Adoption of, or Change in, Accounting 

Policies 
 
Management has the ultimate responsibility for 
the appropriateness of the accounting policies 
used by the Township.  The following are 
descriptions of significant accounting policies or 
their applications that were either selected or 
changed during the year: 
 

• FASB ASC 105-10, Accounting Standards 
Codification 

 
• FASB ASC 855, Subsequent Events 

   
  Significant or Unusual Transactions 

 
We did not identify any significant or unusual 
transactions or significant accounting policies in 
controversial or emerging areas for which there is 
a lack of authoritative guidance or consensus. 

   
  Alternative Treatments Discussed with 

Management 
 
We did not discuss with management any 
alternative treatments within generally accepted 
accounting principles for accounting policies and 
practices related to material items during the 
current audit period. 

   
Management's Judgments and 
Accounting Estimates 

 Summary information about the process used by 
management in formulating particularly sensitive 
accounting estimates and about our conclusions 
regarding the reasonableness of those estimates 
is in the attached "Summary of Accounting 
Estimates." 



 

 

Required Communications (Continued) 
 

Area  Comments 
   
Audit Adjustments   There were nine audit adjustments made to the 

original trial balance presented to us to begin our 
audit.  Audit adjustments recorded by 
Lower Macungie Township are shown on the 
attached "Summary of Recorded Audit 
Adjustments." 

   
Uncorrected Misstatements  Uncorrected misstatements are summarized in 

the attached "Summary of Uncorrected 
Misstatements." 

   
Disagreements with Management  We encountered no disagreements with 

management over the application of significant 
accounting principles, the basis for 
management's judgments on any significant 
matters, the scope of the audit or significant 
disclosures to be included in the financial 
statements. 

   
Consultations with Other Accountants  We are not aware of any consultations 

management had with other accountants about 
accounting or auditing matters. 

   
Significant Issues Discussed with 
Management 

 No significant issues arising from the audit were 
discussed or were the subject of correspondence 
with management. 

   
Difficulties Encountered in Performing 
the Audit 

 We did not encounter any difficulties in dealing 
with management during the audit. 

   
Certain Written Communications 
Between Management and Our Firm 

 Copies of certain written communications 
between our firm and the management of the 
Township are included in the last section of this 
report. 



 

 

LOWER MACUNGIE TOWNSHIP 
 

Summary of Accounting Estimates 
Year Ended December 31, 2009 

 
 
Accounting estimates are an integral part of the preparation of financial statements and are 
based upon management's current judgment.  The process used by management encompasses 
their knowledge and experience about past and current events and certain assumptions about 
future events.  You may wish to monitor throughout the year the process used to compute and 
record these accounting estimates.  The following describes the significant accounting 
estimates reflected in the Township's December 31, 2009 financial statements: 
 

Area 
Accounting 

Policy 
Estimation 

Process Comments 
     
Fair value of 
investments 

 Investments are held 
by brokers who report 
to the Township the 
fair value on a 
monthly basis 

Management 
receives the monthly 
investment 
statements.  Changes 
to the fair value of 
investments are 
made on a quarterly 
basis. 

None. 

     
Capital assets  Depreciation of 

property, equipment 
and infrastructure is 
based on the 
Township's capital 
asset policy. 

Management reviews 
the estimated useful 
lives of property and 
equipment annually 
and makes any 
required adjustments.

None. 

     
Infrastructure 
assets 

 Estimated value of 
infrastructure 
contributed to the 
Township is based on 
current fair value. 

The Township utilized 
the services of 
Keystone Consulting 
Engineers, Inc. to 
determine the value 
of the infrastructure 
assets contributed to 
the Township which 
are to be capitalized. 

The value of 
contributed 
infrastructure was 
$ 9,642,694 (includes 
land in the amount of 
$ 2,865,200) for the 
year ended 
December 31, 2009. 

     
Allowance for bad 
debts and utility 
billings 

 The Township has 
established an 
allowance of $ -0- at 
December 31, 2009. 

The Township files 
liens against real 
estate for delinquent 
utility billings. 

None. 



 

 

LOWER MACUNGIE TOWNSHIP 
 

Summary of Recorded Audit Adjustments 
Year Ended December 31, 2009 

 
 
See attached Schedule. 







 

 

LOWER MACUNGIE TOWNSHIP 
 

Summary of Uncorrected Misstatements 
Year Ended December 31, 2009 

 
 
During the course of our audit, we accumulated uncorrected misstatements that were 
determined by management to be immaterial, both individually and in the aggregate, to the 
financial statements and related disclosures.  The summary is attached to the representation 
letter. 
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To the Board of Commissioners 
Lower Macungie Township 
Lehigh County, Pennsylvania 
 
 
In connection with our audit of the financial statements of Lower Macungie Township (the "Township") as 
of and for the year ended December 31, 2009, we identified deficiencies in internal control over financial 
reporting (control deficiencies). 
 
A control deficiency 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 deficiency in design exists when a control necessary to meet the 
control objective is missing, or when an existing control is not properly designed so that even if the control 
operates as designed, the control objective would not be met.  A deficiency in operation exists when a 
properly designed control does not operate as designed or when the person performing the control does 
not possess the necessary authority or qualifications to perform the control effectively. 
 
A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is 
a reasonable possibility that a material misstatement of the financial statements will not be prevented, or 
detected and corrected on a timely basis. 
 
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. 
 
We are not reporting any material weaknesses or significant deficiencies for the year ended December 31, 
2009. 
 
Certain control deficiencies that have been previously communicated to you, in writing, by us or by others 
within your organization are not repeated herein. 
 
Following are descriptions of other identified control deficiencies that we determined did not constitute 
significant deficiencies or material weaknesses: 
 

• General Ledger - General ledger account balances were misstated or had unreconciled items in 
the following areas: 
 

 Issuance of the General Obligation Bonds, Series of 2009, was not properly recorded and an 
audit adjustment was required to properly record the transaction. 
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 Deferred revenue was not adjusted during 2009 to reflect revenue recognized from developer 
traffic contributions.  The funds available from these contributions were fully expended on a 
traffic project that was completed in 2009.  An audit adjustment was recorded to recognize this 
revenue and to reasonably state the remaining balance in deferred revenue. 

 
• Escrow Activity - The Township records escrow activity in QuickBooks, and then posts summary 

transactions of the activity into the Fundations Software via a general journal entry.  Recording 
activity in this manner could lead to a lack of consistency between QuickBooks and the accounting 
software and, therefore, could lead to financial statement misstatement.  QuickBooks does have a 
flexible, intuitive environment for managing developer escrow activity detail that the Township’s 
Fundations Software cannot provide.  However, the use of a separate accounting package is not 
the preferred approach from both workflow and control considerations. 

 
• Permit Applications - The Township uses pre-printed application forms that require the calculation 

of fees owed based upon the type of permit being issued.  The current application forms do not 
include a pre-printed sequential number.  No reconciliation was available for review that reconciles 
usage of the application forms with cash received and unused or missing applications.  Six permits 
were missing in sequence and there was no indication that the permits were voided. 

 
• Accounts Receivable - The Township's software does not properly apply customer payments on 

account.  Unapplied credits exist in the software that are not reflected in the aging balance.  
Therefore, the accounts receivable subsidiary ledger does not agree to the general ledger in the 
Sewer or Solid Waste Funds.  When recognizing the "on account" credits, the unreconciled 
difference was not significant. 

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

 
 
Wyomissing, Pennsylvania 
June 7, 2010 
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To the Board of Commissioners 
Lower Macungie Township 
Lehigh County, Pennsylvania 
 
 
This letter includes comments and suggestions with respect to matters that came to our attention in 
connection with our audit of the financial statements of Lower Macungie Township (the "Township") as of 
and for the year ended December 31, 2009.  These items are offered as constructive suggestions to be 
considered part of the ongoing process of modifying and improving the Township's practices and 
procedures. 
 

BANK RECONCILIATIONS 
 
Audit procedures in the cash area disclosed that there were unreconciled transactions between the 
general ledger and various bank account reconciliations. 
 

• Two Lafayette Ambassador bank accounts were closed during 2009, but balances still existed on 
the general ledger at December 31, 2009.  These balances were not significant, and therefore, no 
audit adjustment was recorded. 

 
• The Lafayette Ambassador bank account for the regular checking account bank reconciliation at 

December 31, 2009 presents $ 76,108 of invalid unreconciled items.  This amount consists of 
transactions dating back to 2008 that are not cleared in the Foundation's accounting software, but 
are not accurate reconciling items at December 31, 2009. 

 
Recommendation: 

 
 We recommend that management investigate and clear unreconciled items on a timely basis to 

provide an accurate reconciled cash balance report throughout the year. 
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CAPITAL ASSET RECORDS 
 
Audit procedures in the area of capital assets disclosed that the Township has not implemented the capital 
asset module of its accounting software due to significant deficiencies within the software module.  
Information concerning historical cost and depreciation of capital assets are maintained in Microsoft 
Access Database.  Maintaining records in this manner makes the asset cost, as well as accumulated 
depreciation susceptible to misstatement due to potential errors in calculating formulas that may go 
undetected. 
 

Recommendation: 
 

 We recommend that upon management's implementation of new accounting software in 2010, 
management consider using a capital asset module that is integrated with the general ledger.  
This will provide more accurate information regarding capital assets. 

 
This letter is intended solely for the information and use of the Board of Commissioners and others within 
the Township and is not intended to be and should not be used by anyone other than these specified 
parties.  We appreciate serving Lower Macungie Township and would be happy to assist you in 
addressing and implementing any of the suggestions in this letter. 
 

 
 
Wyomissing, Pennsylvania 
June 7, 2010 




