
 
 
 
 

 

February 25, 2026 
 
 
To the Honorable Mayor and City Council 
City of Sandpoint 
1123 Lake Street 
Sandpoint, ID 83864 
 

 
We have audited the financial statements of the governmental activities, the business-type activities, the 
aggregate discretely presented component unit, each major fund, and the aggregate remaining fund information 
of the City of Sandpoint for the year ended September 30, 2025. Professional standards require that we provide 
you with information about our responsibilities under generally accepted auditing standards and Government 
Auditing Standards, as well as certain information related to the planned scope and timing of our audit. We 
have communicated such information in our letter to you dated February 23, 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 of Sandpoint are described in Note 1 to the financial statements. As 
described in Note 1 to the financial statements, the City of Sandpoint changed accounting policies related to 
Compensated Absences by adopting Statement of Governmental Accounting Standards (GASB Statement) 
No. 101, Compensated Absences, in 2025. Accordingly, the cumulative effect of the accounting change as of 
the beginning of the year is reported in the Statement of Net Position. We noted no transactions entered into 
by the City of Sandpoint 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. The most sensitive estimates affecting the City of Sandpoint’s financial statements were the 
estimates for the net pension liability, net pension asset, amortization expense, and depreciation expense. 
  

• Management’s estimates of the net pension liability and net pension asset are based on information 
provided by an outside actuarial firm, and are allocated based on the City’s proportionate shares. We 
evaluated the methods, assumptions, and data used to develop the estimates in determining that they 
are reasonable in relation to the financial statements taken as a whole. 

• Management’s estimate of the amortization expense is based on the present value of the right-of-use 
lease assets. We evaluated the methods, assumptions, and data used to develop the estimate in 
determining that it is reasonable in relation to the financial statements taken as a whole. 

• Management’s estimate of the depreciation expense is based on useful lives of fixed assets. We 
evaluated the methods, assumptions, and data used to develop the estimate in determining that it is 
reasonable in relation to the financial statements taken as a whole. 
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Certain financial statement disclosures are particularly sensitive because of their significance to financial 
statement users. The most sensitive disclosures affecting the financial statements were:   
 

• The disclosure of debt and leases in Notes 6, 7, 8 and 9 to the financial statements, and the disclosure 
of the defined benefit pension plans in Notes 14 and 15 to the financial statements.  

 
The financial statement disclosures are neutral, consistent, and clear. 
 
Difficulties Encountered in Performing the Audit  
 
We encountered no significant difficulties in dealing with management in performing and completing our audit. 
 
Corrected and Uncorrected Misstatements  
 
Professional standards require us to accumulate all known and likely misstatements identified during the 
audit, other than those that are clearly trivial, and communicate them to the appropriate level of management. 
The attached schedule summarizes uncorrected misstatements of the financial statements. Management has 
determined that their effects are immaterial, both individually and in the aggregate, to the financial statements 
taken as a whole. The uncorrected misstatements or the matters underlying them could potentially cause 
future period financial statements to be materially misstated, even though, in our judgment, such uncorrected 
misstatements are immaterial to the financial statements under audit.  
 
In addition, none of the misstatements detected as a result of audit procedures and corrected by management 
were material, either individually or in the aggregate, to each opinion unit’s financial statements taken as a 
whole. 
 
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 dated February 23, 2026. 
 
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 [Name of 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 City of Sandpoint’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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Other Matters 
 
We applied certain limited procedures to the Management’s Discussion and Analysis, Schedule of Revenues, 
Expenditures and Changes in Fund Balances – Budget and Actual – Major Governmental Funds, and 
Schedules of Required Supplementary Information Consistent with the Requirements of GASB Statement No. 
68, which are required supplementary information (RSI) that supplements the basic financial statements. Our 
procedures consisted of inquiries of management regarding the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. We did not 
audit the RSI and do not express an opinion or provide any assurance on the RSI. 
  
We were engaged to report on combining and individual fund statements, which accompany the financial 
statements but are not RSI. With respect to this supplementary information, we made certain inquiries of 
management and evaluated the form, content, and methods of preparing the information to determine that the 
information complies with accounting principles generally accepted in the United States of America, 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. 
  
Restriction on Use 
 
This information is intended solely for the information and use of the Honorable Mayor and City Council and 
management of the City of Sandpoint and is not intended to be, and should not be, used by anyone other than 
these specified parties. 
 

 
 

Magnuson, McHugh, Dougherty CPAs 
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SCHEDULE A 
Account Description

Workpaper 
Reference Debit Credit

1001 M-01
To record the effect of GASB 68 as of the 
beginning of the current audit period.
30.01 GASB 68 Water deferred outflow                     196,997.00                                 0.00 
30.02 GASB 68 Water deferred inflow                                 0.00                       70,288.00 
30.03 GASB 68 Net pension liability                                 0.00                     599,049.00 
31.01 GASB Sewer deferred outflow                     142,469.00                                 0.00 
31.02 GASB 68 Water deferred inflow                                 0.00                       96,102.00 
31.03 GASB Net pension liability                                 0.00                     361,052.00 
30-0000-2530-0000 FUND BALANCE                     472,340.00                                 0.00 
31-0000-2530-0000 FUND BALANCE                     314,685.00                                 0.00 
Total                 1,126,491.00                 1,126,491.00 

1002
To adjust current year NPL activity in the 
enterprise funds.
30.01 GASB 68 Water deferred outflow                                 0.00                       56,028.00 
30.02 GASB 68 Water deferred inflow                                 0.00                     125,419.00 
30.03 GASB 68 Net pension liability                     176,894.00                                 0.00 
30.04 GASB 68 Change in NPL                       87,704.00                                 0.00 
30.05 GASB 68 actual PERSI contributions (contra)                                 0.00                       83,151.00 
31.01 GASB Sewer deferred outflow                                 0.00                       45,841.00 
31.02 GASB 68 Water deferred inflow                                 0.00                     102,616.00 
31.03 GASB Net pension liability                     144,732.00                                 0.00 
31.04 GASB 68 Change in NPL                       71,758.00                                 0.00 
31.05 GASB 68 actual PERSI contributions (contra)                                 0.00                       68,033.00 
Total                     481,088.00                     481,088.00 

1003 M-00
To tie out fund balance to the prior year 
financial statements. 
01-1320-4830-0000 MISCELLANEOUS                                 1.00                                 0.00 
01-0000-2530-0000 FUND BALANCE                                 0.00                                 1.00 
31-0000-2530-0000 FUND BALANCE                                 2.00                                 0.00 
31-3256-4830-0000 MISCELLANEOUS                                 0.00                                 2.00 
25-0000-2530-0000 FUND BALANCE                                 2.00                                 0.00 
25-3200-4610-4615 OPERATIONAL SUPPLIES/EQUIPMENT                                 0.00                                 2.00 
33-0000-3610-0000 INVESTMENT EARNINGS                                 1.00                                 0.00 
33-0000-2530-0000 FUND BALANCE                                 0.00                                 1.00 
30-0000-2530-0000 FUND BALANCE                                 0.00                                 1.00 
30-3452-4610-4616 FACILITY SUPPLIES                                 1.00                                 0.00 
05-0000-2530-0000 FUND BALANCE                                 0.00                                 1.00 
05-3170-4530-0000 ADVERTISING                                 1.00                                 0.00 
06-0000-2530-0000 FUND BALANCE                                 0.00                                 1.00 
06-5120-4610-4601 OFFICE SUPPLIES/EQUIPMENT                                 1.00                                 0.00 
08-0000-2530-0000 FUND BALANCE                                 1.00                                 0.00 
08-5180-4610-4616 FACILITY SUPPLIES                                 0.00                                 1.00 
Total                               10.00                               10.00 

1004 L-00-1

To adjust principal payment on financed 
purchase for financial statement presentation.
01-2200-4820-2601 PRINCIPAL PAYMENTS - FIRE ROSENTHAL 2016                                 0.00                                 5.00 
01-2200-4810-2601 INTEREST PAYMENTS - FIRE ROSENTHAL 2016                                 5.00                                 0.00 
Total                                 5.00                                 5.00 

     GRAND TOTAL                 1,607,594.00                 1,607,594.00  
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SCHEDULE B 
Account Description Difference

Workpaper 
Reference Debit Credit

3001 Permanent L-04
To reclassify GASB 87 lessee principal and 
interest payment to debt service.
01-2100-4810-0000 INTEREST LEASES                               32.00                                 0.00 
01-2100-4820-0000 PRINCIPAL LEASES                         2,588.00                                 0.00 
01-2100-4442-4403 COPIER LEASE                                 0.00                         2,620.00 
Total                         2,620.00                         2,620.00 

     GRAND TOTAL                         2,620.00                         2,620.00  
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SCHEDULE C 

Account Description Misstatement
Workpaper 
Reference Debit Credit

4001 Known Misstatement C-05

To adjust LGIP to fair market value at 9/30/25
01-0000-1010-0000 CASH                       34,139.00                                 0.00 
04-0000-1010-0000 CASH                             251.00                                 0.00 
05-0000-1010-1322 IMPACT - PARK                         3,169.00                                 0.00 
06-0000-1010-0000 CASH                             788.00                                 0.00 
08-0000-1010-0000 CASH                         1,859.00                                 0.00 
25-0000-1010-0000 CASH                             766.00                                 0.00 
30-0000-1010-0000 CASH                       28,496.00                                 0.00 
31-0000-1010-0000 CASH                       32,987.00                                 0.00 
33-0000-1010-0000 CASH                         1,559.00                                 0.00 
61-0000-1010-0000 CASH                               61.00                                 0.00 
65-0000-1010-0000 CASH                             321.00                                 0.00 
98-0000-1010-0000 CASH                             990.00                                 0.00 
01-fmv LGIP market allowance                                 0.00                       34,139.00 
04-fmv LGIP market allowance                                 0.00                             251.00 
05-fmv LGIP market allowance                                 0.00                         3,169.00 
06-fmv LGIP market allowance                                 0.00                             788.00 
08-fmv LGIP market allowance                                 0.00                         1,859.00 
25-fmv LGIP market allowance                                 0.00                             766.00 
30-fmv LGIP market allowance                                 0.00                       28,496.00 
31-fmv LGIP market allowance                                 0.00                       32,987.00 
33-fmv LGIP market allowance                                 0.00                         1,559.00 
61-fmv LGIP market allowance                                 0.00                               61.00 
65-fmv LGIP market allowance                                 0.00                             321.00 
98-fmv LGIP market allowance                                 0.00                             990.00 
Total                     105,386.00                     105,386.00 

     GRAND TOTAL                     105,386.00                     105,386.00  
 


















