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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH

GOVERNMENT AUDITING STANDARDS

Honorable Mayor and Members
of the Bowie City Council

We have audited the financial statements of the City of Bowie, Maryland (the City) as of
and for the year ended June 30, 2008, and have issued our report thereon dated October 30, 2008.
We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over
financial reporting 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 entity’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the entity’s internal control over financial reporting.

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 misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with accounting
principles generally accepted in the United States of America such that there is more than a
remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement of the
financial statements will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, 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.

We noted certain matters that we reported to management of the City in a separate letter
dated December 5, 2008.

The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

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

%)f?wé Gonps P

Baltimore, Maryland
October 30, 2008
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December 5, 2008

The Honorable Members of the City Council
City of Bowie City Hall

2614 Kenhill Drive

Bowie, MD 20715

Dear City Council:

We have audited the basic financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
City of Bowie, Maryland (the City) as of and for the year ended June 30, 2008, and have issued
our report thereon dated October 30, 2008. Professional standards require that we provide you
with the following information related to our audit.

Our Responsibilities under U.S. Generally Accepted Auditing Standards and Government
Auditing Standards

As stated in our engagement letter dated July 15, 2008, our responsibility, as described by
professional standards, is to express opinions about whether the financial statements prepared by
management with your oversight are fairly presented, in all material respects, in conformity with
U.S. generally accepted accounting principles. Our audit of the financial statements does not
relieve you or management of your responsibilities.

As part of our audit, we considered the internal control of the City. Such considerations
were solely for the purpose of determining our audit procedures and not to provide any assurance
concerning such internal control.

As part of obtaining reasonable assurance about whether the financial statements are free
of material misstatement, we performed test of the City’s compliance with certain provisions of

laws, regulations, contracts, and grants. However, the objective of our tests was not to provide an
opinion on compliance with such provisions.

Other Information in Documents Containing Audited Financial Statements

Our responsibility for other information in documents containing the entity’s financial
statements and report does not extend beyond the financial information identified in the report.

We do not have an obligation to perform any procedures to corroborate other information
contained in these documents beyond the financial information identified in the report.

-1-

Atlanta m Austin m Baltimore m Bethesda & Birmingham = Charlotte ® Chicago m Los Angsies & Sacramento m Tysons Corner




Reznick
Group

We have read the other information included in the report. Nothing came to our attention
that caused us to believe that such information, or its manner of presentation, is materially
inconsistent with the information, or manner of its presentation appearing in the basic financial
statements.

Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously
communicated to you.

Significant Audit Findings

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 to the financial
statements. No new accounting policies were adopted and the application of existing policies was
not changed during 2008. We noted no transactions entered into by the City during the year for
which there is a lack of authoritative guidance or consensus. There are no significant transactions
that have been recognized in the financial statements in a different period than when the
transaction occurred.

Accounting estimates are an integral part of the basic 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 basic financial statements and because of the
possibility that future events affecting them may differ significantly from those expected. The
most sensitive estimates affecting the basic financial statements were:

Management’s estimate of the accumulated vacation leave is based on payroll
reports. We evaluated the key factors and assumptions used to develop the unused
sick leave in determining that it is reasonable in relation to the basic financial
statements taken as a whole.

Management’s estimate of the allowance for doubtful accounts is based
uncollected taxes for the past five years. We evaluated the key factors and
assumptions used to develop the allowance for doubtful accounts in determining
that it is reasonable in relation to the basic financial statements taken as a whole.

Difficulties Encountered in Performing the Audit

We did not encounter difficulties in completing and performing the audit.
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Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements
identified during the audit, other than those that are trivial, and communicate them to the
appropriate level of management. No such known and likely misstatements have been identified
during the audit.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with
management as 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 30, 2008.

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 governmental unit’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
governmental unit’s auditors. However, these discussions occurred in the normal course of our
professional relationship and our responses were not a condition to our retention.
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This information is intended solely for the use of the City and is not intended to be and
should not be used by anyone other than these specified parties.

Very truly yours,

?W Guanps P

Reznick Group, P.C.
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Reznick Reznick Group, PC. Tel: (410) 783-4900
500 East Pratt Street Fax: (410} 727-0460

Group Suite 200 www.reznickgroup.com
Baltimore, MD 21202-3100

December 5, 2008

Mr. Robert Patrick
Director of Finance
Bowie City Hall
2614 Kenhill Drive
Bowie, MD 20715

Dear Mr. Patrick:

In planning and performing our audit of the basic financial statements of the City of
Bowie, Maryland (the City) for the year ended June 30, 2008, we considered the City’s internal
controls 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 as described in the
preceding paragraph and would not necessarily identify all deficiencies in internal controls that
might be significant deficiencies or material weaknesses.

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/duties, to
prevent or detect misstatements in a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the City’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the City’s financial statements that is more than inconsequential will not be
prevented or detected by the City’s internal control. We did not become aware of any instances
which constitutes a significant deficiency:

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement of the
financial statements will not be prevented or detected by the entity’s internal control. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.

In the course of our audit, we noted the following matters involving the Organization’s
internal control structure that we do not consider to be significant deficiencies or material

weaknesses under standards established by the American Institute of Certified Public
Accountants.
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GASB 43 and GASB 45 Implementation

The City has a defined contribution employee savings plan and as a result, the City must
implement GASB 43 - Financial Reporting for Postemployment Benefit Plans other than
Pension Plans and GASB 45 - Accounting for Financial reporting by Employers for Post-
Employment Benefits Other Than Pensions (OPEB) for the fiscal year beginning July 1,
2008.

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

Very truly yours,

eyt Gy, P

Reznick Group, P.C.
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City of Bowie, Maryland

Primary Government — Total Net Assets
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City of Bowie, Maryland
® | Primary Government — Total Net Assets
by Type

Governmental Activities Business — Type Activities
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City of Bowie, Maryland

Primary Government Revenue

Millions
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City of Bowie, Maryland

General & Program Revenues

5‘18.95
Property taxes 17.39
| : ® 2008
ncome taxes B 2007
W 2006

Other taxes

Charges for

services 5.86
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City of Bowie, Maryland

Total Primary Government Expenditures

Millions
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City of Bowie, Maryland

.
Expenditures by Function
11l11
Public Works 10.82
$10.12

General W 2008
Government w2007
N 2006

Parks, Culture and
Recreation

Water & Sewer

Millions ¢ $2 $4 $6 $8 $10 $12  $14



